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SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:
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None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange
Act.    Yes  ¨    No  x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of Registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.  x
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

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

Indicate by check mark whether the registrant is a shell company (as defined in Exchange Act Rule 12b-2).    Yes  ¨    No  x
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INTRODUCTION

In this Annual Report on Form 10-K, unless the context otherwise indicates, (i) the terms the �Company,� �our Company�, �Quality Distribution,�
�QDI,� �we,� �us� and �our� refer to Quality Distribution, Inc. and its consolidated subsidiaries and their predecessors, (ii) the terms �Quality
Distribution, LLC� and �QD LLC� refer to our wholly owned subsidiary, Quality Distribution, LLC, a Delaware limited liability company, and its
consolidated subsidiaries and their predecessors, (iii) the term �QD Capital� refers to our wholly owned subsidiary, QD Capital Corporation, a
Delaware corporation, (iv) the term �QCI� refers to our wholly owned subsidiary, Quality Carriers, Inc., an Illinois Corporation, (v) the term
�Boasso� refers to our wholly owned subsidiary, Boasso America Corporation, a Louisiana corporation, (vi) the term �QSI� refers to our wholly
owned subsidiary, Quala Systems, Inc., a Delaware corporation and (vii) the term �Apollo� refers to our majority shareholder, Apollo Investment
Fund III, L.P. and its affiliates.

FORWARD-LOOKING STATEMENTS AND CERTAIN CONSIDERATIONS

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

Forward-looking statements are subject to known and unknown risks, uncertainties and other factors that could cause the actual results to differ
materially from those contemplated by the statements. The forward-looking information is based on various factors and was derived using
numerous assumptions. Important factors that could cause our actual results to be materially different from the forward-looking statements
include the following risks and other factors discussed under the Item -1A �Risk Factors� in this Annual Report on Form 10-K. These factors
include:

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

� turmoil in credit and capital markets,

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

� availability and price of diesel fuel,

� adverse weather conditions,

� competitive rate fluctuations,

�
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our substantial leverage and restrictions contained in our debt arrangements and interest rate fluctuations in our floating rate
indebtedness,
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� the cyclical nature of the transportation industry due to various economic factors such as excess capacity in the industry, the
availability of qualified drivers, changes in fuel and insurance prices, interest rate fluctuations, and downturns in customers� business
cycles and shipping requirements,

� potential disruption at U.S. ports of entry,

� our dependence on affiliates and independent owner-operators and our ability to attract and retain drivers,

� changes in the future, or our inability to comply with, governmental regulations and legislative changes affecting the transportation
industry,

� our material exposure to both historical and changing environmental regulations and the increasing costs relating to environmental
compliance including those relating to the control of greenhouse gas emissions, such as market-based (cap-and-trade) mechanisms,

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

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

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

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

� changes in senior management,

� our ability to successfully manage workforce restructurings,

� our ability to effectively manage terminal operations that are converted from company-operated to affiliate,

� our ability to successfully integrate acquired businesses,

� potential future impairment charges,

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

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

All forward-looking statements contained in this Annual Report on Form 10-K are qualified in their entirety by this cautionary statement.
Forward-looking statements speak only as of the date they are made, and we do not intend to update or otherwise revise the forward-looking
statements to reflect events or circumstances after the date of this Annual Report on Form 10-K or to reflect the occurrence of unanticipated
events.

2
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PART I

ITEM 1. BUSINESS

Overview

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

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

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

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

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

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

Financial Reporting Segments

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

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

� Container Services, specifically ISO tank container transportation and depot services.
Additional financial information about each of these segments is presented in Item 7. �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� of this Annual Report on Form 10-K. Further information about each of our segments, and our business as a
whole, is presented below.

3
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Our History

QDI was formed in 1994 as a holding company known as MTL, Inc. In 1998, we acquired Chemical Leaman Corporation (�CLC�), thereby
combining two of the then-leading bulk service providers, Montgomery Tank Lines and Chemical Leaman Tank Lines. In 1999, QDI changed
its name from �MTL, Inc.� to �Quality Distribution, Inc.� On November 13, 2003, QDI consummated the initial public offering of its common stock.
Boasso became our wholly owned subsidiary in December 2007, when we acquired all of its outstanding capital stock from a third party.

QDI is owned principally by Apollo. As of December 31, 2009, Apollo owned or controlled approximately 52.2% of QDI�s outstanding common
stock, and approximately 47.1% of QDI�s common stock on a fully diluted basis.

Our Industry

Trucking

We estimate, based on industry sources, that the highly fragmented North American for-hire segment of the bulk transport market generated
revenues of approximately $6.5 billion in 2008. We specifically operate in the for-hire chemical and food grade bulk transport market (estimated
at $4.0 billion in 2008) where we believe, based on published reports, we have achieved leading market share (estimated at 15% in 2009), based
on revenues. Based on revenues, we operate the largest for-hire chemical bulk tank truck network comprising terminals, tractors and trailers in
North America. We believe being a larger carrier facilitates customer service and lane density, and provides a better cost structure. As such, we
are well-positioned to expand our business by increasing our market share.

The chemical bulk tank truck industry growth is generally dependent on (i) volume growth in the industrial chemical industry, (ii) the rate at
which chemical companies outsource their transportation needs, (iii) the overall capacity of the rail system, and, in particular (iv) the extent to
which chemical companies make use of the rail system for their bulk chemical transportation needs. As competitive pressures force chemical
companies to reduce costs and focus on their core businesses, we believe that chemical companies will consolidate their shipping relationships
and outsource a greater portion of their logistics needs to third-party tank truck carriers. We believe that large, national full-service carriers will
benefit from any such consolidation of relationships and outsourcing of logistics needs and will be able to grow faster than the overall bulk tank
truck industry. As a result of our leading market position, breadth of customer services, flexible business model and decentralized operating
structure, we believe we are well positioned to benefit from industry outsourcing trends.

We expect the complexities and operational challenges faced by chemical manufacturers to continue to grow as the chemical industry evolves.
These complexities and challenges are driven by a variety of industry trends including customer demand for constantly lower prices, global
import/export of bulk liquid products and the need to get product into the pipeline. In order to meet these challenges, we believe chemical
producers will sell more through distribution as they look for ways to further reduce their costs by streamlining the supply chain. We believe
supply chain efficiencies will be one of the necessary fundamentals for chemical manufacturers� competitiveness.

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

4
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Container Services

We estimate that the North American ISO tank container transportation and depot services market generated revenues of approximately $250.0
million in 2008. The ISO tank container business generally provides services that facilitate the global movement of liquid and dry bulk
chemicals, pharmaceuticals and food grade products.

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

Competitive Barriers

Our industry is characterized by high barriers to entry such as (i) the time and cost required to develop the operational infrastructure necessary to
handle sensitive chemical cargo, (ii) the financial and managerial resources required to recruit and train drivers, (iii) substantial industry
regulatory requirements, and (iv) the significant capital investments required to build a fleet of equipment and establish a network of terminals.
In addition, the industry continues to experience consolidation due to economic and competitive pressures, increasing operating costs for driver
recruitment and insurance, and increasing capital investments for equipment and technology. As the cost and complexity of operating a bulk tank
truck business and ISO tank container and depot services increase, we believe that large, well-established carriers like us will gain market share.

Customers

Our revenue base consists of customers located throughout North America, including many Fortune 500 companies and other major companies
engaged in chemical processing, such as Dow Chemical Company, Procter & Gamble, Ashland Chemical Company, PPG Industries, and
Rohm & Haas. In 2009, 2008 and 2007, our 10 largest customers accounted for 32.4%, 30.9% and 34.1%, respectively, of total revenues for our
trucking segment.

Competition

The tank truck business is competitive and fragmented. We compete primarily with other tank truck carriers and dedicated private fleets in
various states within the United States and Canada. Competition from for-hire carriers is comprised of fewer than ten large carriers, many with
other businesses that do not compete with ours, and more than 200 smaller, primarily regional carriers. With respect to certain aspects of our
business, we also compete with intermodal transportation and railroads. Intermodal transportation has increased in recent years.

Competition for the bulk tank truck services is based primarily on rates and service. We believe that we enjoy significant competitive advantages
over other tank truck carriers because of our variable cost structure, overall fleet size and national terminal network.

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

Competition from non-trucking modes of transportation and from intermodal transportation would likely increase if state or federal fuel taxes
were to increase without a corresponding increase in taxes imposed upon other modes of transportation.
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Our Competitive Strengths

Following are our strengths that we believe will allow us to successfully exploit the market opportunities described above.

Largest Tank Truck Network in a Fragmented Industry

We provide our customers with access to the largest tractor and tank trailer network in the North American bulk tank truck industry. In addition,
our nationwide network consisting on December 31, 2009 of 99 trucking terminals and eight ISO depot services terminals covers all major North
American chemical markets and enables us to serve customers with international, national and regional shipping requirements. Our size allows
us, our affiliates and our independent owner-operators to benefit from economies of scale in the purchasing of supplies and services, including
fuel, tires and insurance coverage. Our greater network density allows us to create efficiencies by increasing utilization through reduced �empty
miles� with more opportunities to generate backhaul loads. Our size also enables us to invest in new technologies that increase our operating
efficiency, improve customer service and lower our costs.

Asset Light Business Model

Our extensive use of affiliates and independent owner-operators results in a highly variable cost structure and significantly reduces our capital
investment, thereby allowing us to increase our asset utilization. This model also contributes to the stability of our cash flow and margins and
increases our return on capital. Affiliates are responsible for capital investments and most of the operating expenses related to the business they
service. Typically, affiliates purchase or lease tractors for their business directly from the manufacturers and lease trailers from us. Independent
owner-operators are independent contractors who supply one or more tractors and drivers for our own or our affiliates� exclusive use. As with
affiliates, independent owner-operators are responsible for most of the operating expenses related to the business they transport (excluding costs
related to the acquisition and maintenance of trailers). With our extensive use of independent owner-operators and affiliates, we can reduce the
high capital costs of purchasing and maintaining tractors.

Broad Menu of Complementary Services

Our ability to provide value-added services that enhance our core service differentiates us from smaller competitors and enables us to gain
market share, particularly with large customers that seek to use a limited number of core carriers. Our ability to offer an additional complement
of services to our customers corroborates our position as a leading national full-service provider in the industry. These services include storage
and warehousing, vendor managed inventory, load tendering, liquid and dry bulk rail to truck transfer facilities, border crossing operations and
managing private fleets.

Enhanced Productivity, Efficiency and Customer Service through Installed Technology

We are proactive in our utilization of technology aimed at improving our customer service and operating efficiency. In contrast to many of our
smaller competitors, we have equipped our drivers with various mobile communications systems which enable us to monitor our tractors and
communicate with our drivers in the field and enable customers to track the location and monitor the progress of their cargo through the Internet.
We also have satellite tracking devices on our trailers to enable us to increase trailer utilization. Our website allows our customers to view bills
and generate customized service reports. We have a centralized order entry, dispatch and billing program system, which enhances our control
over our equipment and drivers. This technology is increasingly important when transporting sensitive cargo in today�s heightened security
environment.
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Our Operations Strategy

We have simplified our business model to focus on our core operations. During 2008 and 2009 we implemented substantial cost reduction
initiatives and transitioned company-owned terminals and operations to our affiliates. Additionally, on October 10, 2009, we sold substantially
all of the operating assets of our QSI tank wash subsidiary. As a result, we have generally exited the tank wash market and operate our chemical
bulk tank truck network primarily through our affiliates.

We believe that our focus on core operations and our cost reductions will enable us to operate our business more efficiently and build a solid
infrastructure to position us for growth once the economic environment improves. Our focus on our affiliate model, use of independent
owner-operators, safety and training and asset utilization as described below has gained momentum and has positioned us to capitalize on the
market opportunities that lie ahead.

Affiliate Trucking Operations

We continue to focus on a less capital intensive business model based on affiliates and independent owner-operators. In 2009, we transitioned
the majority of company-operated terminals to affiliates. These actions resulted in a larger portion of our revenue being generated by affiliates in
2009 as compared to 2008, and we expect an even larger portion of our revenue to be generated by affiliates in 2010. We believe these actions
will reduce certain fixed costs and provide a more variable cost structure.

Each affiliate is an independent company that has an exclusive contract with us to operate under the identity of QCI and receive a percentage of
gross revenues collected on each shipment they transport. Affiliates are responsible for their own operating expenses and they own or lease their
terminals. We reimburse affiliates for certain expenses billed back to customers, including fuel surcharges, tolls and scaling charges. Affiliates
employ drivers and manage independent owner-operators, pay all tractor operating expenses, lease trailers from us and provide a national
network capacity. We provide cash flow, back office and sales support, technology and regulatory oversight. Affiliate contracts generally
contain restrictive covenants prohibiting them from competing directly with QCI for a period of at least one year following termination of the
contract.

Independent Owner-Operators

We and our affiliates extensively utilize independent owner-operators. Independent owner-operators are independent contractors who, through a
contract with QCI, supply one or more tractors and drivers for QCI or affiliate use. Independent owner-operators� contracts generally are
terminable by either party upon short notice.

In exchange for the services rendered, independent owner-operators are normally paid a fixed percentage of the revenues collected on each load
hauled or on a per mile rate. The percentage of revenues paid to independent owner-operators by us is lower than the percentage paid to
affiliates. Independent owner-operators pay all tractor operating expenses such as fuel, physical damage insurance, tractor maintenance, fuel
taxes and highway use taxes. However, we reimburse independent owner-operators for certain expenses passed through to our customers, such
as tolls and scaling charges. We operate programs intended to benefit independent owner-operators by reducing their operating expenses such as
tractors, fuel, tires, occupational accident insurance and physical damage insurance.

We compete with other motor carriers for the services of our drivers and independent owner-operators. Our overall size and our reputation for
good relations have enabled us to attract qualified professional drivers and independent owner-operators.
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Safety and Training

We have made safety a main focus of our organization. We implemented several comprehensive process improvement programs to further
identify and implement opportunities for sustainable safety improvement. Tangible results of this focus have already manifested themselves in a
substantial decrease in preventable events and claim frequency. We also redesigned our driver training program and updated our online training
system to make safety awareness training portable and available to the drivers, dispatchers and terminal managers via the internet.

Trailer Utilization

At December 31, 2009, we owned more than 4,900 trailers, the majority of which we lease to affiliates. Trailer leasing is a key component of our
business model. Affiliates are contractually precluded from leasing or purchasing trailers from sources other than us. We are also focused on
increased utilization of our idle trailers. We have a relationship with a third-party trailer leasing company to identify opportunities to place our
trailers in service and better realize their revenue potential.

Employees and Independent Owner-Operators

At December 31, 2009, we utilized 2,591 drivers. Of this total, 1,499 were independent owner-operators, 885 were affiliate drivers, and 207
were company employee drivers.

Company Personnel

At December 31, 2009, we employed 810 personnel, approximately 51.6% fewer than at December 31, 2008.

We provide our employees with health, dental, vision, life, and other insurance coverage subject to certain premium sharing and deductible
provisions.

Union Labor

At December 31, 2009, we had 147 employees and our affiliates had 8 employees who were members of the International Brotherhood of
Teamsters.

Tractors and Trailers

As of December 31, 2009, we managed a fleet of approximately 2,800 tractors and 6,400 tank trailers. The majority of our tanks are single
compartment, chemical-hauling trailers. The balance of the fleet is made up of multi-compartment trailers, dry bulk trailers, and special use
equipment. The chemical transport units typically have a capacity between 5,000 and 7,800 gallons and are designed to meet DOT specifications
for transporting hazardous materials. Each trailer is designed for a useful service life of 15 to 20 years, though this can be extended through
upgrades and modifications. Each tractor is designed for a useful life of five to seven years, though this can be extended through upgrades and
modifications. We acquire new tractors for an initial utilization period of seven years.

We utilize third party repair shops for inspecting and repairing our fleets. Our systems enable us to determine when inspections and scheduled
maintenance needs to be performed.
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The following tables show the approximate number and age of trailers and tractors we managed as of December 31, 2009:

TRACTORS (1)
LESS THAN

3 YEARS
3~5

YEARS
6~10

YEARS

GREATER
THAN

10 YEARS TOTAL
Company 251 177 258 18 704
Affiliate 237 314 228 83 862
Independent Owner-Operator 98 175 488 512 1,273

Total 586 666 974 613 2,839

TRAILERS (1)
LESS THAN

3 YEARS
3~5

YEARS
6~10

YEARS
11~15

YEARS
16~20

YEARS

GREATER
THAN

20 YEARS TOTAL
Company 356 206 253 1,709 718 1,681 4,923
Affiliate 81 121 123 347 164 388 1,224
Independent Owner-Operator �  �  �  3 �  2 5
Shipper-Owned 17 124 32 20 13 52 258

Total 454 451 408 2,079 895 2,123 6,410

(1) Age based upon original date of manufacture; tractor/trailer may be substantially refurbished or re-manufactured.
Risk Management, Insurance and Safety

The primary insurable risks associated with our business are motor vehicle related bodily injury and property damage, workers� compensation
and cargo loss and damage (which includes spills and chemical releases). We maintain insurance against these risks and are subject to liability as
a self-insurer to the extent of the deductible under each policy. We currently maintain liability insurance for bodily injury and property damage
with an aggregate limit on the coverage in the amount of $40.0 million, with a $2.0 million per incident deductible.

QDI currently maintains a $1.0 million per incident deductible for workers� compensation insurance coverage. We are insured over our
deductible up to the statutory requirement by state and we are self-insured for damage or loss to the equipment we own or lease and for cargo
losses.

We employ personnel to perform compliance checks and conduct safety tests throughout our operations. A number of safety programs are
conducted that are designed to promote compliance with rules and regulations and to reduce accidents and cargo claims. These programs include
training programs, driver recognition programs, safety awards, driver safety meetings, distribution of safety bulletins to drivers and participation
in national safety associations.

ENVIRONMENTAL MATTERS

It is our policy to comply with all applicable environmental, safety, and health laws. We also are committed to the principles of Responsible
Care®, an international chemical industry initiative to enhance the industry�s responsible management of chemicals. We have obtained
independent certification that our management system is in place and functions according to professional standards and we continue to evaluate
and continuously improve our Responsible Care® Management System performance.

Our activities involve the handling, transportation and storage of bulk chemicals, both liquid and dry, many of which are classified as hazardous
materials or hazardous substances. Our operations involve the generation, storage, discharge and disposal of wastes that may contain hazardous
substances, the inventory and use of
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cleaning materials that may contain hazardous substances and the control and discharge of storm-water from industrial sites. In addition, we may
store diesel fuel, materials containing oil and other hazardous products at our terminals. As such, we and others who operate in our industry are
subject to environmental, health and safety laws and regulation by U.S. federal, state and local agencies as well as foreign governmental
authorities. Environmental laws and regulations are complex, and address emissions to the air, discharge onto land or water, and the generation,
handling, storage, transportation, treatment and disposal of waste materials. These laws change frequently and generally require us to obtain and
maintain various licenses and permits. Environmental laws have tended to become more stringent over time, and most provide for substantial
fines and potential criminal sanctions for violations. Some of these laws and regulations are subject to varying and conflicting interpretations.
Under certain of these laws, we could also be subject to allegations of liability for the activities of our affiliates or independent owner-operators.

We are potentially subject to strict, joint and several liability for investigating and rectifying the consequences of spills and other releases of
such substances. From time to time, we have incurred remedial costs and regulatory penalties with respect to chemical or wastewater spills and
releases at our facilities and on the road, and, notwithstanding the existence of our environmental management program, we cannot assure that
such obligations will not be incurred in the future, predict with certainty the extent of future liabilities and costs under environmental, health, and
safety laws, or assure that such liabilities will not result in a material adverse effect on our business, financial condition, operating results or cash
flow. We have established reserves for remediation expenses at known contamination sites when it is probable that such efforts will be required
of us and the related expenses can be reasonably estimated. Additional information about our reserves, our estimates underlying them and the
known contamination sites may be found at Note 19 to our consolidated financial statements contained herein, �Commitments and
Contingencies�Environmental Matters.�

We have also incurred in the past, and expect to incur in the future, capital and other expenditures related to environmental compliance for
current and planned operations. Such expenditures are generally included in our overall capital and operating budgets and are not accounted for
separately. However, we do not anticipate that compliance with existing environmental laws in conducting current and planned operations will
have a material adverse effect on our capital expenditures, earnings or competitive position.

Reserves

Our policy is to accrue remediation expenses when it is probable that such efforts will be required and the related expenses can be reasonably
estimated. Estimates of costs for future environmental compliance and remediation may be adversely affected by such factors as changes in
environmental laws and regulatory requirements, the availability and application of technology, the identification of currently unknown potential
remediation sites and the allocation of costs among the potentially responsible parties under the applicable statutes. The recorded liabilities are
adjusted periodically as remediation efforts progress or as additional technical or legal information becomes available. As of December 31, 2009
and December 31, 2008, we had reserves in the amount of $11.6 million and $10.9 million, respectively, for all environmental matters of which
the more significant are discussed below.

The balances presented include both long term and current environmental reserves. We expect these environmental obligations to be paid over
the next five years. Additions to the environmental liability reserves are classified in our consolidated statements of operations within the �Selling
and administrative� category.

Property Contamination Liabilities

We have been named as (or are alleged to be) a potentially responsible party under the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, as amended (�CERCLA�) and similar state laws at approximately 24 sites. At 17 of the 24 sites, we are one of many
parties with alleged liability and are negotiating with Federal, State or private parties on the scope of our obligations, if any. At 2 of the 17 sites,
we
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will be participating in the initial studies to determine site remediation objectives. Since our overall liability cannot be estimated at this time, we
have set reserves for only the initial remedial investigation phase. At 3 of the 17 sites, we have explicitly denied any liability and since there has
been no subsequent demand for payment we have not established a reserve for these matters. We have estimated future expenditures for these
off-site multi-party environmental matters to be in the range of $2.5 million to $3.8 million.

At 7 of the 24 sites, we are the only responsible party and are in the process of conducting investigations and/or remediation projects. Four of
these projects relate to operations conducted by CLC and its subsidiaries prior to our acquisition of CLC in 1998. These four sites are:
(1) Bridgeport, New Jersey; (2) William Dick, Pennsylvania; (3) Tonawanda, New York; and (4) Scary Creek, West Virginia. The remaining
three sites relate to investigations and potential remediation that were triggered by the New Jersey Industrial Site Remediation Act (�ISRA�),
which requires such investigations and remediation following the sale of industrial facilities. Each of these sites is discussed in more detail
below. We have estimated future expenditures for these seven properties to be in the range of $9.1 million to $16.7 million.

Bridgeport, New Jersey

QDI is required under the terms of two federal consent decrees to perform remediation at this operating truck terminal and tank wash site. CLC
entered into consent orders with the U.S. Environmental Protection Agency (�USEPA�) in May 1991 for the treatment of groundwater and in
October 1998 for the removal of contamination in the wetlands. In addition, we were required to assess the remediation of contaminated soils.

The groundwater treatment remedy negotiated with USEPA calls for a treatment facility for in-place treatment of groundwater contamination
and a local discharge. Treatment facility construction was completed in early 2007. After various start-up issues, we expect the treatment facility
to begin operating in 2010. Wetlands contamination has been remediated with localized restoration expected to be completed in 2010. In regard
to contaminated soils, we believe that USEPA is now in the process of finalizing a feasibility study for the limited areas that show contamination
and warrant additional investigation or work. We have estimated expenditures to be in the range of $5.5 million to $8.5 million.

William Dick, Pennsylvania

CLC entered into a consent order with the Pennsylvania DEP and USEPA in October 1995 obligating it to provide a replacement water supply to
area residents, treat contaminated groundwater, and perform remediation of contaminated soils at this former wastewater disposal site. The
replacement water supply is complete. We completed construction of a treatment facility with local discharge for groundwater treatment in the
fourth quarter of 2007. Plant start-up issues are on-going. The agencies have approved a contaminated soils remedy, which requires both thermal
treatment of contaminated soils and treatment of residuals via soil vapor extraction. The remedy expanded to include off-site shipment of
contaminated soils. Soil treatment was completed in September 2007. Site sampling has been conducted and the results indicate that the soil
clean-up objectives have not been fully achieved. Negotiations are on-going with USEPA over further remedial actions that may be needed at
the site. We have estimated expenditures to be in the range of $1.1 million to $3.4 million.

Other Properties

Scary Creek, West Virginia: CLC received a clean up notice from the State environmental authority in August 1994. The State and we have
agreed that remediation can be conducted under the State�s voluntary clean-up program (instead of the state superfund enforcement program). We
are currently completing the originally planned remedial investigation and the additional site investigation work.

Tonawanda, New York: CLC entered into a consent order with the New York Department of Environmental Conservation on June 22, 1999
obligating it to perform soil and groundwater remediation at this former truck terminal and tank wash site. We have completed a remedial
investigation and a feasibility study. The State issued a record of decision in May 2006. The site is currently in remedial design phase.
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ISRA New Jersey Facilities: We are obliged to conduct investigations and remediation at three current or former New Jersey tank wash and
terminal sites pursuant to the state�s Industrial Sites Remediation Act, which requires such remediation following the sale of facilities after 1983.
These sites are in the process of remedial investigation with projections set in contemplation of limited soil remediation expense for
contaminated areas.

We have estimated future expenditures for Scary Creek, Tonawanda and ISRA to be in the range of $2.5 million to $4.8 million.

OTHER LEGAL MATTERS

We are from time to time involved in routine litigation incidental to the conduct of our business. We believe that no such routine litigation
currently pending against us, if adversely determined, would have a material adverse effect on our consolidated financial position, results of
operations or cash flows.

MOTOR CARRIER REGULATION

As a motor carrier, we are subject to regulation by the Federal Motor Carrier Safety Administration (�FMCSA�), and the Surface Transportation
Board, or STB, both of which are units of the Department of Transportation (�DOT�). The FMCSA enforces comprehensive trucking safety
regulations and performs certain functions relating to such matters as motor carrier registration, cargo and liability insurance, extension of credit
to motor carrier customers, and leasing of equipment by motor carriers from independent owner-operators. The STB has authority to resolve
certain types of pricing disputes and authorize certain types of intercarrier agreements. There are additional regulations specifically relating to
the tank truck industry, including testing and specifications of equipment and product handling requirements. We may transport most types of
freight to and from any point in the United States over any route selected by us. The trucking industry is subject to possible regulatory and
legislative changes, including changes intended to address climate change, that may affect the economics of the industry by requiring changes in
operating practices, restricting and taxing emissions or by changing the demand for common or contract carrier services or the cost of providing
truckload services. Some of these possible changes may include increasingly stringent environmental regulations, increasing control over the
transportation of hazardous materials, changes in the hours-of-service regulations which govern the amount of time a driver may drive in any
specific period of time, mandatory onboard black box recorder devices or limits on vehicle weight and size.

Interstate motor carrier operations are subject to safety requirements prescribed by the DOT. To a large degree, intrastate motor carrier
operations are subject to safety and hazardous material transportation regulations that mirror federal regulations. Such matters as weight and
dimension of equipment are also subject to federal and state regulations. DOT regulations mandate drug and alcohol testing of drivers and other
safety personnel. Beginning July 1, 2010, the FMSCA, for the first time, will rate individual driver safety performance inclusive of all driver
violations over 3-year time periods under new regulations known as the Comprehensive Safety Analysis 2010. Prior to these regulations, only
carriers were rated by the DOT and the rating only included out of service violations and ticketed offenses associated with out of service
violations.

Title VI of The Federal Aviation Administration Authorization Act of 1994, generally prohibits individual states, political subdivisions thereof
and combinations of states from regulating price, entry, routes or service levels of most motor carriers. However, the states retained the right to
continue to require certification of carriers, based upon two primary fitness criteria�safety and insurance�and retained certain other limited
regulatory rights. Prior to January 1, 1995, we held intra-state authority in several states. Since that date, we have either been �grandfathered� or
have obtained the necessary certification to continue to operate in those states. In states in which we were not previously authorized to operate
intra-state, we have obtained certificates or permits allowing us to operate.

We are subject to compliance with cargo security and transportation regulations issued by the Transportation Security Administration and by the
Department of Homeland Security, including regulation by
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the new Bureau of Customs and Border Protection. We believe that we will be able to comply with Bureau of Customs and Border Protection
rules, requiring pre-notification of cross-border shipments, with no material effect on our operations. We are also subject to the motor carrier
laws of Canada and Mexico.

From time to time, various legislative proposals are introduced including proposals to increase federal, state, or local taxes, including taxes on
motor fuels, which may increase our costs and adversely impact the recruitment of drivers. We cannot predict whether, or in what form, any
increase in such taxes applicable to us will be enacted.

ADDITIONAL INFORMATION AVAILABLE ON COMPANY WEBSITE

Our most recent Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports
may be viewed or downloaded electronically or as paper copies from our website: http://www.qualitydistribution.com as soon as reasonably
practicable after we electronically file such material with, or furnish it to, the SEC. Our recent press releases are also available to be viewed or
downloaded electronically at http://www.qualitydistribution.com. We will also provide electronic or paper copies of our SEC filings free of
charge on request. We regularly post or otherwise make available information on the Investor Relations section of our website that may be
important to investors. Any information on or linked from our website is not incorporated by reference into this Annual Report on Form 10-K.

ITEM 1A. RISK FACTORS

Risks Related to Our Business

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

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

� the availability of qualified drivers,

� access to the credit and capital markets,

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

� increases in fuel prices, taxes and tolls,

� interest rate fluctuations,

� excess capacity in the tank trucking industry,

� changes in license and regulatory fees,

� potential disruptions at U.S. ports of entry,
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� downturns in customers� business cycles, and

� reductions in customers� shipping requirements.
As a result, we may experience periods of overcapacity, declining prices, lower profit margins and less availability of cash in the future. We
have a large number of customers in the chemical-processing and consumer-goods industries. If these customers experience fluctuations in their
business activity due to an economic downturn, work stoppages or other industry conditions, the volume of freight transported by us or container
services provided by us on behalf of those customers may decrease. The trucking industry has experienced a slowdown due to lower demand
resulting from slowing economic conditions through 2008 and 2009. We expect these weak conditions to continue in 2010.
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Our debt agreements contain restrictions that could limit our flexibility in operating our business.

Our asset-based loan facility (�the ABL Facility�) and the indentures governing our 10% Senior Notes due 2013 (the �2013 Senior Notes�) and our
11.75% Senior Subordinated PIK Notes due 2013 (the �2013 PIK Notes�) contain covenants that limit or prohibit our ability, among other things,
to:

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

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

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

� sell certain assets, including stock of our subsidiaries;

� enter into sale and leaseback transactions;

� create or incur liens;

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

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

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

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

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

� require us to apply all of our available cash to repay these borrowings.
Such actions by the lenders could cause cross defaults under our other indebtedness. If we were unable to repay amounts under the ABL Facility,
the lenders under the ABL Facility could proceed against the collateral granted to them to secure that indebtedness. If any of our indebtedness is
accelerated, there can be no assurance that our assets would be sufficient to repay such indebtedness in full.
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We have substantial indebtedness and may not be able to make required payments on our indebtedness.

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

Our 2013 Senior Notes and 2013 PIK Notes issued in the quarter ended December 31, 2009 carry higher rates of interest and higher cash rates of
interest than the notes for which they were exchanged. In addition, interest on amounts borrowed under our ABL Facility is variable and will
increase as market rates of interest

14

Edgar Filing: QUALITY DISTRIBUTION INC - Form 10-K

Table of Contents 24



Table of Contents

increase. Our higher interest expense may reduce our future profitability. Our future higher interest expense and future redemption obligations
could have other important consequences with respect to our ability to manage our business successfully, including the following:

� it may make it more difficult for us to satisfy our obligations for our indebtedness, and any failure to comply with these obligations
could result in an event of default;

� using a portion of our cash flow to make interest or redemption payments on our indebtedness will reduce the availability of our cash
flow to fund working capital, capital expenditures and other business activities;

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

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

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

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

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

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

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

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

Our reliance upon affiliates and independent owner-operators could adversely affect our operations and profitability.

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

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

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

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

The primary accident risks associated with our business are:

� motor-vehicle related bodily injury and property damage,

� workers� compensation claims,

� cargo loss and damage, and

� general liability claims.
We currently maintain insurance for:

� motor-vehicle related bodily injury and property damage claims, covering all employees, owner operators and affiliates,

� workers� compensation insurance coverage on our employees and company drivers, and

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

Edgar Filing: QUALITY DISTRIBUTION INC - Form 10-K

Table of Contents 27



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

As a motor carrier, we are subject to regulation by the Federal Motor Carrier Safety Administration and the U.S. Department of Transportation,
and by various state, federal and provincial agencies. These regulatory authorities exercise broad powers governing activities such as operating
authority, safety, hours of service, hazardous materials transportation, financial reporting and acquisitions. There are additional regulations
specifically relating to the trucking industry, including testing and specification of equipment, product-handling requirements and drug testing of
drivers. The trucking industry is subject to possible regulatory and legislative changes that may affect the economics of the industry by requiring
changes in operating practices, emissions or by changing the demand for common or contract carrier services or the cost of providing truckload
services. Possible changes include:

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

� restrictions, taxes or other controls on emissions,

� increasing control over the transportation of hazardous materials,

� changes in the hours-of-service regulations, which govern the amount of time a driver may drive in any specific period,

� onboard black box recorder devices,

� requirements leading to accelerated purchases of new trailers,

� mandatory limits on vehicle weight and size, and

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

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

Increased unionization could increase our operating costs or constrain operating flexibility.

Although only approximately 3.1% of our driver population, including independent owner-operators and employees of affiliates, was subject to
collective bargaining agreements at December 31, 2009, unions such as the International Brotherhood of Teamsters have traditionally been
active in the U.S. trucking industry. Unionized workers could disrupt our operations by strike, work stoppage or other slowdown. In addition,
our non-union workforce has been subject to unionization efforts in the past, and we could be subject to future unionization. Increased
unionization of our workforce could result in higher compensation and working condition demands that could increase our operating costs or
constrain our operating flexibility.

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

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

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

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

Any disruption of the delivery of ISO tank containers to those ports where we do business would reduce the number of ISO tank containers that
we transport, store, clean or maintain. This reduced activity may have a material adverse effect on our operations.

If fuel prices increase significantly, our results of operations could be adversely affected.

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

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

During periods of high trucking volumes, there is substantial competition for qualified drivers in the trucking industry. Furthermore, certain
geographic areas have a greater shortage of qualified drivers than other areas. We operate in many of the geographic areas where there have been
driver shortages in the past and have turned down new business opportunities as a result of the lack of qualified new drivers. Difficulty in
attracting qualified personnel, particularly qualified drivers, could require us to increase driver compensation, forego available customer
opportunities and underutilize the tractors and trailers in our network. These actions could result in increased costs and decreased revenues. In
addition, we may not be able to recruit other qualified personnel in the future.
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The loss of one or more significant customers may adversely affect our business.

We are dependent upon a limited number of large customers. Our top ten customers accounted for approximately 32.4% of our total revenues
during 2009. The loss of one or more of our other major customers, or a material reduction in services performed for such customers, may have a
material adverse effect on our results of operations.

Our business may be harmed by terrorist attacks, future wars or anti-terrorism measures.

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

We depend on members of our senior management.

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

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

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

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

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

If there are changes to the methods used to allocate carrying values, if management�s estimates of future operating results change, if there are
changes in the identified reporting units or if there are changes to other significant assumptions, the estimated carrying values and the estimated
fair value of our goodwill could change significantly, and could result in future impairment charges, which could materially impact our results of
operations and financial condition.
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Our restructuring involves risks to our business operations and may not reduce our costs.

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

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

In addition, risks and uncertainties not currently known to us or that we currently deem to be immaterial may also materially adversely affect our
business, financial condition and/or operating results.

Interests of Apollo may conflict with your interests.

At March 8, 2010, Apollo and its affiliated funds owned or controlled approximately 52.0% of our outstanding common stock. As a result,
Apollo can influence substantially all matters requiring shareholder approval, including the election of directors, the approval of significant
corporate transactions, such as acquisitions and the ability to block an unsolicited tender offer. The interests of Apollo may conflict with your
interests. For example, if we encounter financial difficulties, or are unable to pay our debts as they mature, Apollo may have an interest in
pursuing acquisitions, divestitures, financings or other transactions that, in their judgment, could enhance their equity investment, even though
these transactions might involve risk to our shareholders or debt holders. Similarly, if our financial performance and creditworthiness
significantly improve in the future, Apollo may have an interest in pursuing reorganizations, restructurings, or other transactions that could
increase our leverage or impair our creditworthiness or otherwise, in their judgment, enhance Apollo�s equity investment in QDI, even though
these transactions might involve risk to our shareholders or debt holders.

Risks Related to our Common Stock

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

As of March 8, 2010, Apollo and its affiliated funds owned or controlled approximately 52.0% of our outstanding common stock. As a result,
Apollo can influence substantially all matters requiring shareholder approval, including the election of directors, the approval of significant
corporate transactions, such as acquisitions, the ability to block an unsolicited tender offer and any other matter requiring a vote of shareholders.
This concentration of ownership could delay, defer or prevent a change in control of our Company or impede a merger, consolidation, takeover
or other business combination which a shareholder, may otherwise view favorably.
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Our ability to issue �blank check� preferred stock and Florida law may prevent a change in control of our Company that a shareholder may
consider favorable.

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

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

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

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

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

The market price of our common stock could decline as a result of sales by our existing shareholders of a large number of shares of our common
stock. These sales might also make it more difficult for us to sell additional equity securities at a time and price that we deem appropriate. As of
March 8, 2010, there are approximately 20.1 million shares of common stock outstanding. Approximately 11.7 million shares of common stock
are �restricted securities� as defined in Rule 144 under the Securities Act of 1933 or are held by affiliates.

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

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

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

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Currently we lease approximately 68,000 square feet for our administrative and corporate office headquarters in Tampa, Florida. The lease for
our corporate headquarters expires in December 2017. The corporate headquarters, for our subsidiary, Boasso, is located in Chalmette,
Louisiana, and consists of 20,000 square feet of office space. The lease expires April 2013.

We have no other location that is material to our operations. We engage in bulk transportation of liquid and dry chemical products through our
subsidiary, QCI. Our container services are operated through our subsidiary, Boasso.
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As of December 31, 2009, our terminals and facilities consisted of the following:

Terminals
Operated Segment

QCI Affiliate trucking terminals 83 Trucking
QCI trucking terminals 16 Trucking
Boasso container services terminals 8 Container Services
QSI tank wash facility (1) 1 Other

Total 108

(1) This tank wash facility was closed in January 2010.
We currently own 44 properties from which we operate or lease trucking, tank wash and container services terminals.

We consider our properties to be in good condition generally and believe that our facilities are adequate to meet our anticipated requirements.

ITEM 3. LEGAL PROCEEDINGS

In addition to those items disclosed under Item 1. �Business�Environmental Matters,� �Business�Other Legal Matters� and Note 19 to our consolidated
financial statements contained herein, �Commitments and Contingencies�Environmental Matters,� we are from time to time involved in routine
litigation incidental to the conduct of our business. We believe that no such routine litigation currently pending against us, if adversely
determined, would have a material adverse effect on our consolidated financial position, results of operations or cash flows.

ITEM 4. RESERVED

EXECUTIVE OFFICERS OF THE REGISTRANT

Our executive officers, as of March 8, 2010 were as follows:

Name Age Position
Gary R. Enzor 47 President and Chief Executive Officer
Stephen R. Attwood 58 Senior Vice President and Chief Financial Officer
Jonathan C. Gold 46 Senior Vice President, General Counsel and Secretary
Gary R. Enzor (47) has served as our Chief Executive Officer since June 2007 and as President of QDI since November 2005. Mr. Enzor joined
QDI in December 2004 as Executive Vice President and Chief Operating Officer. Prior to joining QDI, Mr. Enzor served as Executive Vice
President and Chief Financial Officer of Swift Transportation Company, Inc. since August 2002. Prior to Swift, Mr. Enzor held executive
positions with Honeywell, Dell Computer and AlliedSignal, Inc. (now Honeywell International, Inc.).

Stephen R. Attwood (58) joined QDI in July 2008 as Senior Vice President and Chief Financial Officer. Prior to joining QDI, Mr. Attwood
served as Controller and Vice President of Swift Transportation Co., Inc. Previously, Mr. Attwood held senior management positions with Dell
Computer and AlliedSignal Inc. (now Honeywell International, Inc.).

Jonathan C. Gold (46) has served as our Senior Vice President, General Counsel and Secretary since April 1, 2007. Mr. Gold joined QDI in
January 2005 as Vice President, Associate General Counsel and Assistant Secretary. Prior to his employment with the Company, Mr. Gold
served as corporate counsel with CSX Transportation, Inc. and Vice President, General Counsel and Secretary with Softmart, Inc. In addition,
Mr. Gold was in private practice in Washington, D.C. and served as Judicial Clerk to the Honorable Harvey E. Schlesinger, Senior U.S. District
Judge for the Middle District of Florida. Mr. Gold retired from the U.S. Army Reserve in 2007 after more than 20 years of active and reserve
military service and is a decorated veteran of Operation Iraqi Freedom.

Edgar Filing: QUALITY DISTRIBUTION INC - Form 10-K

Table of Contents 35



22

Edgar Filing: QUALITY DISTRIBUTION INC - Form 10-K

Table of Contents 36



Table of Contents

PART II

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND ISSUER�S
PURCHASES OF EQUITY SECURITIES

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

Common Stock
High Low

2009
1st quarter $ 3.23 $ 1.25
2nd quarter 2.30 1.62
3rd quarter 4.51 1.82
4th quarter 4.20 3.15

2008
1st quarter $ 5.17 $ 2.57
2nd quarter 4.00 2.42
3rd quarter 4.90 2.22
4th quarter 4.28 1.22

As of March 8, 2010, there were approximately 88 holders of record of our common stock.

DIVIDEND POLICY

We have not declared cash dividends on our common stock for the periods presented above and have no present intention of doing so. We
currently intend to retain our future earnings, if any, to repay debt or to finance the further expansion and continued growth of our business.
Additionally, the ABL Facility and the indentures governing our 2013 Senior Notes and our 2013 PIK Notes limit QDI�s ability to pay dividends
on its common stock. Future dividends, if any, will be determined by our Board of Directors.

UNREGISTERED SALES OF EQUITY SECURITIES

None
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PERFORMANCE GRAPH

The following graph depicts a comparison of cumulative total shareholder returns for us as compared to the NASDAQ Trucking &
Transportation Index and the NASDAQ Stock Market (U.S.) Index. The graph assumes the investment of $100 on December 31, 2004 through
December 31, 2009 and the reinvestment of any dividends issued during the period.
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ITEM 6. SELECTED FINANCIAL DATA

The selected historical consolidated financial information set forth below is qualified in its entirety by reference to, and should be read in
conjunction with, our consolidated financial statements and notes thereto included elsewhere in this report and Item 7. �Management�s Discussion
and Analysis of Financial Condition and Results of Operations.�

The consolidated statements of operations data set forth below for the years ended December 31, 2009, 2008 and 2007 and the historical balance
sheet data as of December 31, 2009 and 2008 are derived from our audited consolidated financial statements included under Item 8 of this
report. The historical statements of operations data for the years ended December 31, 2006 and 2005 and the historical balance sheet data as of
December 31, 2007, 2006 and 2005 are derived from our audited consolidated financial statements that are not included in this report.

YEAR ENDED DECEMBER 31
2009 2008 2007 2006 2005

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)
Statements of Operations Data (1)
Operating revenues $ 613,609 $ 815,290 $ 751,558 $ 730,159 $ 678,076
Operating expenses:
Purchased transportation 373,539 466,823 471,531 493,686 471,238
Depreciation and amortization 20,218 21,002 17,544 16,353 17,278
Impairment charge (2) 148,630 �  �  �  �  
Other operating expenses 186,398 294,487 238,630 171,842 149,741

Operating (loss) income (115,176) 32,978 23,853 48,278 39,819
Interest expense, net 28,047 35,120 30,524 29,388 26,712
Write-off of debt issuance costs 20 283 2,031 �  1,110
Gain on extinguishment of debt (1,870) (16,532) �  �  �  
Other expense (income) 1,912 (2,945) 940 888 (222) 

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

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