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RADIANT LOGISTICS, INC.

Condensed Consolidated Balance Sheets

(unaudited)

ASSETS

Current assets -

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $994,439 at
December 31, 2008 and $513,479 at June 30, 2008

Current portion of employee loan receivable and other receivables

Prepaid expenses and other current assets

Income tax deposit

Deferred tax asset

Total current assets

Property and equipment, net

Acquired intangibles, net

Goodwill

Employee loan receivable

Investment in real estate

Deposits and other assets

Minority interest

Total long term assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current liabilities -

Notes payable - current portion of long term debt
Accounts payable and accrued transportation costs
Commissions payable

Other accrued costs

Income taxes payable

Deferred tax liability

Due to former Adcom shareholder

Total current liabilities

Long term debt

Deferred tax liability

Total long term liabilities
Total liabilities

Stockholders' equity (deficit):

Preferred stock, $0.001 par value, 5,000,000 shares authorized; no shares issued

or outstanding
Common stock, $0.001 par value, 50,000,000 shares authorized; issued and

outstanding: 34,701,960 at December 31, 2008 and 34,660,293 at June 30, 2008

Additional paid-in capital

1,023,812

21,047,684
704,576
381,609

2,037,642

25,195,323
977,495

3,877,353
40,000
40,000

397,125
26,931
4,381,409
30,554,227

633,333
12,340,748
1,361,060
903,162
1,112,965
2,201,849
18,553,117

12,049,790

800,232
12,850,022
31,403,139

16,158
7,796,392

$

December 31, 2008 June 30, 2008

392,223

14,404,002
68,367
425,657

292,088
15,582,337

717,542

1,242,413
7,824,654
40,000
40,000
131,496
24,784
9,303,347

$ 25,603,226

$

113,306
9,914,831
1,136,859

221,808

498,142

11,884,946

4,272,032
422,419
4,694,451
16,579,397

16,116
7,703,658

4
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Retained earnings (deficit) (8,661,462) 1,304,055
Total stockholders’ equity (deficit) (848,912) 9,023,829
Total liabilities and stockholders’ equity (deficit) $ 30,554,227 $ 25,603,226

The accompanying notes form an integral part of these condensed consolidated financial statements.
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RADIANT LOGISTICS, INC.
Condensed Consolidated Statements of Operations

Revenue
Cost of transportation
Net revenues

Agent commissions

Personnel costs

Selling, general and administrative expenses
Depreciation and amortization
Restructuring charges

Total operating expenses

Income from operations

Other income (expense):
Interest income

Interest expense

Other — non recurring
Goodwill impairment

Other

Total other income (expense)

Income (loss) before income tax (expense) benefit

Income tax (expense) benefit

Income (loss) before minority interest
Minority interest

Net income (loss)

Net income (loss) per common share — basic

Net income (loss) per common share — diluted

Weighted average shares outstanding:
Basic shares
Diluted shares

(unaudited)

THREE MONTHS ENDED
DECEMBER 31,
2008 2007

$ 42,513,263 $23,108,798

29,023,751 14,712,256
13,489,512 8,396,542
9,000,585 6,154,416
2,110,217 1,090,305
1,026,362 740,164
472,709 241,734
12,609,873 8,226,619
879,639 169,923
5,429 1,200
(72,381) (48,131)
- 1,918,146
(11,403,342) -
108 13,005
(11,470,186) 1,884,220
(10,590,547) 2,054,143
382,690 (744,269)
(10,207,857) 1,309,874
(7,843) 14,334

$(10,215,700) $ 1,324,208
$ (29) $ .04
$ (29 $ .04

34,701,960
34,701,960

33,961,639
34,078,947

SIX MONTHS ENDED
DECEMBER 31,
2008 2007

$ 74,907,962 $48,666,031

50,235,011 31,828,629
24,672,951 16,837,402
16,553,457 12,006,234
3,723,841 2,637,240
2,125,384 1,435,032
788,066 481,602
220,000 -
23,410,748 16,560,108
1,262,203 277,294
6,417 2,400
(98,077) (73,871)
- 1,918,146
(11,403,342) -
35,104 (6,738)
(11,459,898) 1,839,937
(10,197,695) 2,117,231
230,031 (736,537)
(9,967,664) 1,380,694
2,147 31,946

$ (9,965,517) $ 1,412,640
$ (29) $ .04
$ (29) $ .04

34,698,563
34,698,563

33,961,639
34,260,955

The accompanying notes form an integral part of these condensed consolidated financial statements.
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RADIANT LOGISTICS, INC.

Condensed Consolidated Statement of Stockholders’ Equity (Deficit)

Balance at June 30, 2008
Share based compensation

Shares issued for investor relations
services

Net loss for the six months
ended December 31, 2008
Balance at December 31, 2008

(unaudited)

ADDITIONAL RETAINED TOTAL
COMMON STOCK PAID-IN EARNINGS STOCKHOLDERS'
SHARES AMOUNT  CAPITAL (DEFICIT) EQUITY (DEFICIT)

34,660,293 $ 16,116 $ 7,703,658 $ 1,304,055 $ 9,023,829
- - 80,692 - 80,692

41,667 42 12,042 12,084
- - - (9,965,517) (9,965,517)
34,701,960 $ 16,158 $ 7,796,392 $ (8,661,462) $ (848,912)

The accompanying notes form an integral part of these condensed consolidated financial statements.
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RADIANT LOGISTICS, INC.
Condensed Consolidated Statements of Cash Flows
(unaudited)

For six months ended December 31,

2008 2007
CASH FLOWS PROVIDED BY (USED FOR) OPERATING ACTIVITIES:
Net income (loss) $ (9,965,517) $ 1,412,640
ADJUSTMENTS TO RECONCILE NET INCOME(LOSS)TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES:
non-cash compensation expense (stock options) 80,692 93,102
stock issued for investor relations services 12,084 -
amortization of intangibles 565,060 273,680
change in deferred taxes 566,866 (674,847)
depreciation 223,005 193,087
goodwill impairment 11,403,342 -
amortization of bank fees 7,979 14,306
tax indemnity - (486,694)
minority interest in loss of subsidiaries (2,147) (31,946)
provision for doubtful accounts 149,095 215,904
CHANGE IN ASSETS AND LIABILITIES -
accounts receivable 3,657,072 1,927,468
employee receivable and other receivables (36,813) (91,417)
prepaid expenses and other assets 161,670 377,827
accounts payable and accrued transportation costs (6,518,887) (3,486,772)
commissions payable 224,201 4,636
other accrued costs 130,571 (153,475)
income taxes payable (498,142) 1,038,789
income tax deposits (1,952,614) -
Net cash provided by (used for) operating activities (1,792,483) 626,288
CASH FLOWS USED FOR INVESTING ACTIVITIES:
issuance of notes receivable (214,520) -
payments of notes receivable 4,276 -
acquisition of automotive assets - (1,925,000)
acquisition of Adcom Express, Inc net of acquired cash
including and additional $62,246 cost incurred post closing (4,839,040) -
purchase of technology and equipment (191,096) (185,338)
Net cash used for investing activities (5,240,380) (2,110,338)
CASH FLOWS PROVIDED BY FINANCING ACTIVITIES:
proceeds from note payable — acquisition of automotive assets - 120,000
payments to former shareholders of Airgroup (113,306) (500,000)
net proceeds from credit facility 7,777,758 1,340,923
Net cash provided by financing activities 7,664,452 960,923
NET INCREASE (DECREASE) IN CASH 631,589 (523,127)
CASH, BEGINNING OF THE PERIOD 392,223 719,575
CASH, END OF PERIOD $ 1,023,812 $ 196,448

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
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Income taxes paid $ 1,695,150 $
Interest paid $ 98,077 $

The accompanying notes form an integral part of these condensed consolidated financial statements.

372,674
73,871
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RADIANT LOGISTICS, INC.
Condensed Consolidated Statements of Cash Flows
(unaudited)

Supplemental disclosure of non-cash investing and financing activities:

In November 2008, the Company recorded $633,333 as an accrued payable and an increase to goodwill for the final
annual earnout payment due to the former Airgroup shareholders for the Company’s acquisition of Airgroup.

In December 2008, the Company completed its quarterly analysis of allowance for doubtful accounts. Included in the
analysis of doubtful accounts was $205,462 relating to receivables acquired in the Adcom transaction. Pursuant to the
purchase agreement of Adcom — the $205,462 was offset against amounts otherwise due to the former Adcom
shareholder.

In December 2008, the Company the paid $333,277 to the former Airgroup shareholders for the earnout payment
recorded on the books for the year ending June 30, 2008. The earnout payment was recorded at June 30, 2008 in the
amount of $416,596, and payable in Company shares. The payment was discounted by $83,319 as the former
Airgroup shareholders agreed to receive cash rather than Company shares. The effect of this transaction was a
decrease to goodwill and the amount owed to the former Airgroup shareholders.

In November 2008, the Company finalized its purchase price allocation resulting in a decrease of net assets acquired
by $62,694 due to unutilized transaction costs. The effect of this transaction was a decrease to goodwill and a
decrease to accrued payables.

11
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RADIANT LOGISTICS, INC.
Notes to Condensed Consolidated Financial Statements
(unaudited)

NOTE 1 - THE COMPANY AND BASIS OF PRESENTATION
The Company

Radiant Logistics, Inc. (the “Company”) is a Bellevue, Washington based non-asset based logistics company providing
domestic and international freight forwarding services through a combination of company-owned stations and a
network of exclusive agent stations across North America. Operating under the Airgroup and Adcom brands, the
Company services a diversified account base including manufacturers, distributors and retailers using a network of
independent carriers and international agents positioned strategically around the world.

By implementing a growth strategy, the Company intends to build a leading global transportation and supply-chain
management company offering a full range of domestic and international freight forwarding and other value added
supply chain management services, including order fulfillment, inventory management and warehousing.

As a non-asset based provider of third-party logistics services, the Company seeks to limit its investment in
equipment, facilities and working capital through contracts and preferred provider arrangements with various
transportation providers who generally provide the Company with favorable rates, minimum service levels, capacity
assurances and priority handling status. The Company’s non-asset based approach allows it to maintain a high level of
operating flexibility and leverage a cost structure that is highly variable in nature while the volume of flow of freight
enables the Company to negotiate attractive pricing with its transportation providers.

Interim Disclosure

The condensed consolidated financial statements included herein have been prepared, without audit, pursuant to the

rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures

normally included in financial statements prepared in accordance with accounting principles generally accepted in the

United States have been condensed or omitted pursuant to such rules and regulations, although the Company’s
management believes that the disclosures are adequate to make the information presented not misleading. The

Company’s management suggests that these condensed financial statements be read in conjunction with the financial
statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the year ended June 30,
2008.

The interim period information included in this Quarterly Report on Form 10-Q reflects all adjustments, consisting of
normal recurring adjustments, that are, in the opinion of the Company’s management, necessary for a fair statement of
the results of the respective interim periods. Results of operations for interim periods are not necessarily indicative of
results to be expected for an entire year.

Basis of Presentation

The consolidated financial statements also include the accounts of Radiant Logistics, Inc. and its wholly-owned
subsidiaries as well as a single variable interest entity, Radiant Logistics Partners LLC which is 40% owned by
Airgroup, a wholly owned subsidiary of the Company, whose accounts are included in the consolidated financial
statements in accordance with Financial Accounting Standards Board (“FASB”) Interpretation No. 46(R) consolidation
of “Variable Interest Entities” (See Note 6). All significant inter-company balances and transactions have been
eliminated.

12
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Use of Estimates

The preparation of financial statements and related disclosures in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Such estimates include
revenue recognition, accruals for the cost of purchased transportation, accounting for the issuance of shares and share
based compensation, fair value of acquired assets and liabilities, the assessment of the recoverability of long-lived
assets (specifically goodwill and acquired intangibles), the establishment of an allowance for doubtful accounts and
the valuation allowance for deferred tax assets. Estimates and assumptions are reviewed periodically and the effects of
revisions are reflected in the period that they are determined to be necessary. Actual results could differ from those
estimates.

b) Cash and Cash Equivalents

For purposes of the statements of cash flows, cash equivalents include all highly liquid investments with original
maturities of three months or less which are not securing any corporate obligations.

c) Concentration

The Company maintains its cash in bank deposit accounts, which, at times, may exceed federally insured limits. The
Company has not experienced any losses in such accounts.

d) Accounts Receivable

The Company’s receivables are recorded when billed and represent claims against third parties that will be settled in
cash. The carrying value of the Company’s receivables, net of the allowance for doubtful accounts, represents their
estimated net realizable value. The Company evaluates the collectability of accounts receivable on a

customer-by-customer basis. The Company records a reserve for bad debts against amounts due to reduce the net

recognized receivable to an amount the Company believes will be reasonably collected. The reserve is a discretionary

amount determined from the analysis of the aging of the accounts receivables, historical experience and knowledge of

specific customers.

e) Property & Equipment

Technology (computer software, hardware, and communications), furniture, and equipment are stated at cost, less
accumulated depreciation over the estimated useful lives of the respective assets. Depreciation is computed using five
to seven year lives for vehicles, communication, office, furniture, and computer equipment and the double declining
balance method. Computer software is depreciated over a three year life using the straight line method of depreciation.
For leasehold improvements, the cost is depreciated over the shorter of the lease term or useful life on a straight line
basis. Upon retirement or other disposition of these assets, the cost and related accumulated depreciation are removed
from the accounts and the resulting gain or loss, if any, is reflected in other income or expense. Expenditures for
maintenance, repairs and renewals of minor items are charged to expense as incurred. Major renewals and
improvements are capitalized.

Under the provisions of Statement of Position 98-1, “Accounting for the Costs of Computer Software Developed or
Obtained for Internal Use”, the Company capitalizes costs associated with internally developed and/or purchased

14
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software systems that have reached the application development stage and meet recoverability tests. Capitalized costs
include external direct costs of materials and services utilized in developing or obtaining internal-use software, payroll
and payroll-related expenses for employees who are directly associated with and devote time to the internal-use
software project and capitalized interest, if appropriate. Capitalization of such costs begins when the preliminary
project stage is complete and ceases no later than the point at which the project is substantially complete and ready for
its intended purpose.

Costs for general and administrative, overhead, maintenance and training, as well as the cost of software that does not
add functionality to existing systems, are expensed as incurred.

15
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) Goodwill

The Company follows the provisions of Statement of Financial Accounting Standards ("SFAS") No. 142, Goodwill
and Other Intangible Assets. SFAS No. 142 requires an annual impairment test for goodwill and intangible assets with
indefinite lives. Under the provisions of SFAS No. 142, the first step of the impairment test requires that the Company
determine the fair value of its reporting unit, and compare the fair value to the reporting unit's carrying amount. The
Company has only one reporting unit. To the extent the reporting unit's carrying amount exceeds its fair value, an
indication exists that the reporting unit's goodwill may be impaired and the Company must perform a second more
detailed impairment assessment. The second impairment assessment involves allocating the reporting unit’s fair value
to all of its recognized and unrecognized assets and liabilities in order to determine the implied fair value of the
reporting unit’s goodwill as of the assessment date. The implied fair value of the reporting unit’s goodwill is then
compared to the carrying amount of goodwill to quantify an impairment charge as of the assessment date. The
Company performs its annual impairment test effective as of April 1 of each year, unless events or circumstances
indicate, an impairment may have occurred before that time.

During the second quarter of fiscal 2009, in connection with the preparation of the condensed consolidated financial
statements included herein the Company concluded that indicators of potential impairment were present due to the
sustained decline in the Company’s share price which resulted in the market capitalization of the Company being less
than its book value. The Company conducted an impairment test during the second quarter of fiscal 2009 based on the
facts and circumstances at that time and its business strategy in light of existing industry and economic conditions, as
well as taking into consideration future expectations. As the Company has significantly grown the business since its
initial acquisition of Airgroup, it has also grown its customer relationship intangibles as the Company added
additional stations. Through its impairment testing and review, the Company concluded that its discounted cashflow
analysis supports a valuation of its identifiable intangible assets well in excess of their carrying value. Factoring this
with management’s assessment of the fair value of other assets and liabilities results in no residual implied fair value
remaining to be allocated to goodwill. However, SFAS 142 does not allow the Company to recognize the previously
unrecognized intangible assets in connection with these new stations. As a result, at December 31, 2008, the
Company recorded a non-cash goodwill impairment charge of $11.4 million. The Company does not expect this
non-cash charge to have any impact on the Company’s compliance with the financial covenants in its credit agreement.

g) Long-Lived Assets

Acquired intangibles consist of customer related intangibles and non-compete agreements arising from the Company’s
acquisitions. Customer related intangibles are amortized using accelerated methods over approximately 5 years and
non-compete agreements are amortized using the straight line method consistent with the term of the underlying
agreement which generally extends for a period of 4 to 5 years. See Notes 3, 4 and 5.

The Company follows the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets,” which establishes accounting standards for the impairment of long-lived assets such as property, plant and
equipment and intangible assets subject to amortization. The Company reviews long-lived assets to be held-and-used
for impairment whenever events or changes in circumstances indicate that the carrying amount of the assets may not
be recoverable. If the sum of the undiscounted expected future cash flows over the remaining useful life of a
long-lived asset is less than its carrying amount, the asset is considered to be impaired. Impairment losses are
measured as the amount by which the carrying amount of the asset exceeds the fair value of the asset. When fair
values are not available, the Company estimates fair value using the expected future cash flows discounted at a rate
commensurate with the risks associated with the recovery of the asset. Assets to be disposed of are reported at the
lower of carrying amount or fair value less costs to sell. Management has performed a review of all long-lived assets
and has determined that no impairment of the respective carrying value has occurred as of December 31, 2008.
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h) Commitments

The Company has operating lease and capital lease commitments, some of which are for office and warehouse space
and equipment rentals and are under non-cancelable operating leases expiring at various dates through December
2012. Future annual commitments for years ending June 30, 2009 through 2013 are, respectively, $519,314, $300,636,
$144,628, $32,281, and $23,393.

10
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1) Income Taxes

Taxes on income are provided in accordance with SFAS No. 109, “Accounting for Income Taxes.” Deferred income
tax assets and liabilities are recognized for the expected future tax consequences of events that have been reflected in
the consolidated financial statements. Deferred tax assets and liabilities are determined based on the differences
between the book values and the tax bases of particular assets and liabilities. Deferred tax assets and liabilities are
measured using tax rates in effect for the years in which the differences are expected to reverse. A valuation allowance
is provided to offset the net deferred tax assets if, based upon the available evidence, it is more likely than not that
some or all of the deferred tax assets will not be realized.

The Company accounts for uncertain income tax positions in accordance with FAS Interpretation No. 48, “Accounting
for Uncertainty in Income Taxes - an Interpretation of FASB Statement 109 (“FIN 48”), which was adopted by the
Company on July 1, 2007. Accordingly, the Company reports a liability for unrecognized tax benefits resulting from
uncertain income tax positions taken or expected to be taken in an income tax return. Estimated interest and penalties
are recorded as a component of interest expense or other expense, respectively.

7 Revenue Recognition and Purchased Transportation Costs

The Company recognizes revenue on a gross basis, in accordance with Emerging Issues Task Force ("EITF") 91-9,
"Reporting Revenue Gross versus Net," as a result of the following: The Company is the primary obligor responsible
for providing the service desired by the customer and is responsible for fulfillment, including the acceptability of the
service(s) ordered or purchased by the customer. At the Company’s sole discretion, it sets the prices charged to its
customers, and is not required to obtain approval or consent from any other party in establishing its prices. The
Company has multiple suppliers for the services it sells to its customers, and has the absolute and complete discretion
and right to select the supplier that will provide the product(s) or service(s) ordered by a customer, including changing
the supplier on a shipment-by-shipment basis. In most cases, the Company determines the nature, type, characteristics,
and specifications of the service(s) ordered by the customer. The Company also assumes credit risk for the amount
billed to the customer.

As a non-asset based carrier, the Company does not own transportation assets. The Company generates the major
portion of its air and ocean freight revenues by purchasing transportation services from direct (asset-based) carriers
and reselling those services to its customers. In accordance with EITF 91-9, revenue from freight forwarding and
export services is recognized at the time the freight is tendered to the direct carrier at origin, and direct expenses
associated with the cost of transportation are accrued concurrently. At the time when revenue is recognized on a
transportation shipment, the Company records costs related to that shipment based on the estimate of total purchased
transportation costs. The estimates are based upon anticipated margins, contractual arrangements with direct carriers
and other known factors. The estimates are routinely monitored and compared to actual invoiced costs. The estimates
are adjusted as deemed necessary by the Company to reflect differences between the original accruals and actual costs
of purchased transportation.

k) Share based Compensation

The Company follows the provisions of SFAS No. 123R, "Share Based Payment,” a revision of FASB Statement No.
123 ("SFAS 123R"). This statement requires that the cost resulting from all share-based payment transactions be
recognized in the Company’s consolidated financial statements. In addition, the Company follows the guidance of the
Securities and Exchange Commission ("SEC") Staff Accounting Bulletin No. 107, "Share-Based Payment" ("SAB
107"). SAB 107 provides the SEC’s staff’s position regarding the application of SFAS 123R and certain SEC rules and
regulations, and also provides the staff’s views regarding the valuation of share-based payment arrangements for public
companies. SFAS 123R requires all share-based payments to employees, including grants of employee stock options,
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to be recognized in the statement of operations based on their fair values.

11
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For the three months ended December 31, 2008, the Company recorded a share based compensation expense of
$32,779, which, net of income taxes, resulted in a $20,323 net reduction of net income. For the three months ended
December 31, 2007, the Company recorded a share based compensation expense of $31,844, which, net of income
taxes, resulted in a $21,017 net reduction of net income. For the six months ended December 31, 2008, the Company
recorded a share based compensation expense of $80,692, which, net of income taxes, resulted in a $50,029 net
reduction of net income. For the six months ended December 31, 2007, the Company recorded a share based
compensation expense of $93,102, which, net of income taxes, resulted in a $61,447 net reduction of net income.

)] Basic and Diluted Income Per Share

The Company uses SFAS No. 128, "Earnings Per Share" for calculating the basic and diluted income per share. Basic
income per share is computed by dividing net income attributable to common stockholders by the weighted average
number of common shares outstanding. Diluted income per share is computed similar to basic income per share
except that the denominator is increased to include the number of additional common shares that would have been
outstanding if the potential common shares, such as stock options, had been issued and if the additional common
shares were dilutive.

For the three months ended December 31, 2008 and 2007, the weighted average outstanding number of dilutive
common shares totaled 34,701,960 and 34,078,947, respectively. Options to purchase 3,360,000 shares of common
stock were not included in the diluted EPS computation for the three months ended December 31, 2008 as there was a
loss for the period and they are thus anti-dilutive. Options to purchase 1,375,000 shares of common stock were not
included in the diluted EPS computation for the three months ended December 31, 2007 as the exercise prices of those
options were greater than the market price of the common shares and are thus anti-dilutive.

For the six months ended December 31, 2008 and 2007, the weighted average outstanding number of dilutive common
shares totaled 34,698,563 and 34,260,955, respectively. Options to purchase 3,360,000 shares of common stock were
not included in the diluted EPS computation for the six months ended December 31, 2008 as there was a loss for the
period and they are thus anti-dilutive. Options to purchase 1,375,000 shares of common stock were not included in
the diluted EPS computation for the six months ended December 31, 2007 as the exercise prices of those options were
greater than the market price of the common shares and are thus anti-dilutive.

The following table reconciles the numerator and denominator of the basic and diluted per share computations for
earnings per share as follows.

Three months Three months  Six months Six months
ended ended ended ended
December 31, December 31, December 31, December 31,
2008 2007 2008 2007
Weighted average basic shares outstanding 34,701,960 33,961,639 34,698,563 33,961,639
Options - 117,308 - 299,316
Weighted average dilutive shares outstanding 34,701,960 34,078,947 34,698,563 34,260,955

m) Reclassifications

Certain amounts for prior periods have been reclassified in the consolidated financial statements to conform to the
classification used in fiscal 2008.
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NOTE 3 — ACQUISITION OF ASSETS — AUTOMOTIVE

In May, 2007, the Company launched a new logistics service offering focused on the automotive industry through its
wholly owned subsidiary, Radiant Logistics Global Services, Inc. (“RLGS”). The Company entered into an Asset
Purchase Agreement (the “APA”) with Mass Financial Corporation (‘“Mass”) to acquire certain assets formerly used in the
operations of the automotive division of Stonepath Group, Inc. (the “Purchased Assets”). Pursuant to the initial APA,
the agreement of the transaction was valued at up to $2.75 million.

Concurrent with the execution of the APA, the Company also entered into a Management Services Agreement (“MSA”)
with Mass, whereby it agreed to operate the Purchased Assets within its automotive services group during the interim
period pending the closing under the APA. As part of the MSA, Mass agreed to indemnify the Company from and
against any and all expenses, claims and damages arising out of or relating to any use by any of the Company’s
subsidiaries or affiliates of the Purchased Assets and the operation of the business utilizing the Purchased Assets.

Shortly after commencing operation of the Purchased Assets pursuant to the MSA, a judgment creditor of Stonepath
(the “Stonepath Creditor”) issued garnishment notices to the automotive customers being serviced by the Company
disputing the priority and superiority of the underlying security interests of Mass in the Purchased Assets and asserting
that the Company was in possession of certain accounts receivable of other assets covered by a garnishment
notice. This resulted in a significant disruption to the automotive business and the Company exercised an indemnity
claim against Mass resulting in a restructured transaction with Mass.

In November 2007, the purchase price of the purchased assets was reduced to $1.56 million, consisting of cash of
$560,000 and a $1.0 million credit in satisfaction of indemnity claims asserted by the Company arising from its
interim operation of the Purchased Assets since May 22, 2007. Of the cash component of the transaction, $100,000
was paid in May of 2007, $265,000 was paid at closing and a final payment of $195,000 was to be paid in November
of 2008, subject to off-set of up to $75,000 for certain qualifying expenses incurred by the Company. Net of
qualifying expenses and a discount for accelerated payment, the final payment was reduced to $95,000 and paid in
June of 2008.

The Company finalized its purchase price allocation in November 2008 resulting in a decrease of net assets acquired
by $63,000 due to unutilized transaction costs. The total net assets acquired were $1.84 million. The purchase price
of the acquired assets was comprised of the $1.56 million purchase price less $25,000 for the early payment of the
note, and an additional $302,306 in acquisition expenses. Given the nature of the transaction and the disruption to the
business caused by the garnishment proceedings, there were no covenant not to compete arrangements, continuing
customer contracts or similar amortizable intangibles associated with this transaction. The following table summarizes
the allocation of the purchase price based on the estimated fair value of the acquired assets at November 1, 2007. No
liabilities were assumed in connection with the transaction:

Furniture and

equipment $ 24,165
Goodwill 1,813,141
Total acquired assets 1,837,306

Total acquired
liabilities -
Net assets acquired ~ $ 1,837,306
The results of operations related to these assets are included in the Company’s statement of income from the date of

acquisition in November 2007.
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NOTE 4 - ACQUISITION OF ADCOM

On September 5, 2008, the Company entered into and closed a Stock Purchase Agreement (the “Agreement”) pursuant
to which it acquired 100% of the issued and outstanding stock of Adcom Express, Inc., d/b/a Adcom Worldwide
(“Adcom”), a privately held Minnesota corporation. For financial accounting purposes, the transaction was deemed to be
effective as of September 1, 2008. The stock was acquired from Robert F. Friedman, the sole shareholder of
Adcom. The total value of the transaction was $11,050,000, consisting of: (i) $4,750,000 in cash paid at the closing;
(ii) $250,000 in cash payable shortly after the closing, subject to adjustment, based upon the working capital of
Adcom as of August 31, 2008; (iii) up to $2,800,000 in four “Tier-1 Earn-Out Payments” of up to $700,000 each,
covering the four year earn-out period through June 30, 2012, based upon Adcom achieving certain levels of “Gross
Profit Contribution” (as defined in the Agreement), payable 50% in cash and 50% in shares of Company common stock
(valued at delivery date); (iv) a “Tier-2 Earn-Out Payment” of up to $2,000,000, equal to 20% of the amount by which
the Adcom cumulative Gross Profit Contribution exceeds $16,560,000 during the four year earn-out period; and (v) an
“Integration Payment” of $1,250,000 payable on the earlier of the date certain integration targets are achieved or 18
months after the closing, payable 50% in cash and 50% in shares of Company common stock (valued at delivery date).
The Integration Payment, the Tier-1 Earn-Out Payments and certain amounts of the Tier-2 Payments may be subject
to acceleration upon occurrence of a “Corporate Transaction” (as defined in the Agreement), which includes a future
sale of Adcom or the Company, or certain changes in corporate control. The cash component of the transaction was
financed through a combination of existing funds and the proceeds from the Company’s revolving credit facility.

Founded in 1978, Adcom provides a full range of domestic and international freight forwarding solutions to a
diversified account base including manufacturers, distributors and retailers through a combination of three
company-owned and twenty-seven independent agency locations across North America.

The acquisition was accounted for as a purchase and accordingly, the results of operations and cash flows of Adcom
have been included in the Company’s condensed consolidated financial statements prospectively from the date of
acquisition. At September 30, 2008, the total purchase price consisted of an initial payment of $4,750,000, an
additional $136,796 in acquisition expenses and net of an offset of $110,000 for certain liabilities assumed in
connection with the transaction. As part of the acquisition we recorded $220,000 in restructuring charges that are
anticipated to be paid over the course of a year. Also included in the acquisition is $1,250,000 in future integration
payments (included in current liabilities) and $394,408 in working capital and other adjustments. In the second fiscal
quarter ended December 31, 2008, we incurred an additional $35,437 of integration costs. The following table
summarizes the preliminary allocation of the purchase price based on the estimated fair value of the acquired assets at
August 31, 2008.

Current Assets $11,980,440
Furniture & Equipment 291,862
Notes Receivable 343,602
Intangibles 3,200,000
Goodwill 3,091,369
Other Assets 325,295
Total acquired assets 19,232,568
Current Liabilities assumed 11,559,927
Long Term Deferred Tax Liability 1,216,000
Total acquired liabilities 12,775,927
Net assets acquired $ 6,456,641
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The above allocation is still preliminary and the Company expects to finalize it prior to the September 2009
anniversary of the acquisition as required per SFAS 141.

The following information is based on estimated results for the three and six months ended December 31, 2008 and
2007 as if the acquisition of the Adcom had occurred as of July 1, 2007 (in thousands, except earnings per share):
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Three months ending December 31,

2008 2007
Total revenue $ 42,513 $ 38,815
Net income (loss) $ (10,216)  $ 1,306
Earnings per share:
Basic $ 29 $ .04
Diluted $ (.29) $ .04
Six months ending December 31,
2008 2007
Total revenue $ 87,052 $ 78,763
Net income (loss) $ (10,084) $ 1,292
Earnings per share:
Basic $ (29 $ 04
Diluted $ 29 $ .04

NOTE 5 - ACQUIRED INTANGIBLE ASSETS
The table below reflects acquired intangible assets related to the acquisitions of Airgroup, Purchased Assets in Detroit
and the acquisition of Adcom. The information is for the six months ended December 31, 2008 and year ended June

30, 2008.
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Six months ended Year ended
December 31, 2008 June 30, 2008
Gross Gross
carrying Accumulated carrying  Accumulated
amount Amortization amount Amortization
Amortizable intangible assets:
Customer related $ 5,752,000 $ 2,003,594 $ 2,652,000 $ 1,454,587
Covenants not to compete 190,000 61,053 90,000 45,000
Total $5,942,000 $ 2,064,647 $2,742,000 $ 1,499,587
Aggregate amortization expense:
For six months ended December 31, 2008 $ 565,060
For six months ended December 31, 2007 $ 273,680
Aggregate amortization expense for the years ended June
30:
2009 — For the remainder of the year 698,310
2010 1,159,286
2011 827,762
2012 769,772
2013 374,344
2014 47,879
Total $ 3,877,353

For the six months ended December 31, 2008, the Company recorded an expense of $565,060 from amortization of
intangibles and an income tax benefit of $202,782 from amortization of the long term deferred tax liability; arising
from the Airgroup and Adcom acquisitions. For the six months ended December 31, 2007, the Company recorded an
expense of $273,680 from amortization of intangibles and an income tax benefit of $93,052; both arising from the
acquisition of Airgroup. The Company expects the net reduction in income, from the combination of amortization of
intangibles and long term deferred tax liability will be $444,894 for the remainder of 2009, $738,082 in 2010,
$519,700 in 2011, $477,259 in 2012, $232,093 in 2013 and $29,688 in 2014.

NOTE 6 — VARIABLE INTEREST ENTITY

FIN46(R) clarifies the application of Accounting Research Bulletin No. 51 “Consolidated Financial Statements,” to
certain entities in which equity investors do not have the characteristics of a controlling financial interest or do not
have the sufficient equity at risk for the entity to finance its activities without additional subordinated financial support
from other parties (“variable interest entities”). Radiant Logistics Partners LLC (“RLP”) is 40% owned by Airgroup
Corporation and qualifies under FIN46(R) as a variable interest entity and is included in the Company’s consolidated
financial statements. RLP commenced operations in February 2007. Minority interest recorded on the income
statement for the three months ended December 31, 2008 was an expense of $7,844. Minority interest recorded on the
income statement for the six months ended December 31, 2008 was a benefit of $2,146. Minority interest recorded on

the income statements for the three and six months ended December 31, 2007 was a benefit of $14,334 and $31,946,
respectively.

NOTE 7 - RELATED PARTY

RLP is owned 40% by Airgroup and 60% by an affiliate of the Chief Executive Officer of the Company, Radiant
Capital Partners (RCP). RLP is a certified minority business enterprise which was formed for the purpose of providing
the Company with a national accounts strategy to pursue corporate and government accounts with diversity initiatives.
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As currently structured, RCP’s ownership interest entitles it to a majority of the profits and distributable cash, if any,
generated by RLP. The operations of RLP are intended to provide certain benefits to the Company, including
expanding the scope of services offered by the Company and participating in supplier diversity programs not
otherwise available to the Company. As the RLP operations mature, the Company will evaluate and approve all
related service agreements between the Company and RLP, including the scope of the services to be provided by the
Company to RLP and the fees payable to the Company by RLP, in accordance with the Company’s corporate
governance principles and applicable Delaware corporation law. This process may include seeking the opinion of a
qualified third party concerning the fairness of any such agreement or the approval of the Company’s shareholders.
Under FIN46(R), RLP is consolidated in the financial statements of the Company (see Note 6).
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NOTE 8 — PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

December 31, June 30,

2008 2008
Vehicles $ 33,788 $ 3,500
Communication equipment 1,353 1,353
Office equipment 310,224 261,633
Furniture and fixtures 55,581 47,191
Computer equipment 531,194 290,135
Computer software 881,522 738,566
Leasehold improvements 42,200 30,526

1,855,862 1,372,904
Less: Accumulated depreciation and amortization (878,367) (655,362)
Property and equipment — net $ 977,495 $ 717,542

Depreciation and amortization expense for the six months ended December 31, 2008 was $223,005, and for the six
months ended December 31, 2007 was $193,087.

NOTE 9 - LONG TERM DEBT

In September 2008, the Company’s $10 million revolving credit facility (Facility) was increased from $10 million to
$15 million. The Facility is collateralized by accounts receivable and other assets of the Company and its
subsidiaries. Advances under the Facility are available to fund future acquisitions, capital expenditures or for other
corporate purposes. Borrowings under the facility bear interest, at the Company’s option, at the Bank’s prime rate
minus .15% to 1.00% or LIBOR plus 1.55% to 2.25%, and can be adjusted up or down during the term of the Facility
based on the Company’s performance relative to certain financial covenants. The Facility provides for advances of up
to 80% of the Company’s eligible accounts receivable.

The terms of the Facility are subject to certain financial and operational covenants which may limit the amount
otherwise available under the Facility. The first covenant limits funded debt to a multiple of 3.00 times the Company’s
consolidated EBITDA measured on a rolling four quarter basis (or a multiple of 3.25 at a reduced advance rate of
75.0%). The second financial covenant requires the Company to maintain a basic fixed charge coverage ratio of at
least 1.1 to 1.0. The third financial covenant is a minimum profitability standard that requires the Company not to
incur a net loss before taxes, amortization of acquired intangibles and extraordinary items in any two consecutive
quarterly accounting periods.

Under the terms of the Facility, the Company is permitted to make additional acquisitions without the lender's consent
only if certain conditions are satisfied. The conditions imposed by the Facility include the following: (i) the absence of
an event of default under the Facility, (ii) the company to be acquired must be in the transportation and logistics
industry, (iii) the purchase price to be paid must be consistent with the Company’s historical business and acquisition
model, (iv) after giving effect for the funding of the acquisition, the Company must have undrawn availability of at
least $1.0 million under the Facility, (v) the lender must be reasonably satisfied with projected financial statements the
Company provides covering a 12 month period following the acquisition, (vi) the acquisition documents must be
provided to the lender and must be consistent with the description of the transaction provided to the lender, and (vii)
the number of permitted acquisitions is limited to three per calendar year and shall not exceed $7.5 million in
aggregate purchase price financed by funded debt. In the event that the Company is not able to satisfy the conditions
of the Facility in connection with a proposed acquisition, it must either forego the acquisition, obtain the lender's
consent, or retire the Facility. This may limit or slow the Company’s ability to achieve the critical mass it may need to
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achieve its strategic objectives.
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The co-borrowers of the Facility include Radiant Logistics, Inc., Airgroup Corporation, Radiant Logistics Global
Services Inc. (“RLGS”), Radiant Logistics Partners, LLC (“RLP”), and Adcom Express, Inc. (d/b/a Adcom Worldwide).
RLP is owned 40% by Airgroup and 60% by an affiliate of the Chief Executive Officer of the Company, Radiant
Capital Partners. RLP has been certified as a minority business enterprise, and focuses on corporate and government
accounts with diversity initiatives. As a co-borrower under the Facility, the accounts receivable of RLP and RLGS are
eligible for inclusion within the overall borrowing base of the Company and all borrowers will be responsible for
repayment of the debt associated with advances under the Facility, including those advanced to RLP. At December 31,
2008, the Company was in compliance with all of its covenants.

In November 2008, the Company amended the Airgroup Stock Purchase Agreement and agreed to unconditionally
pay the former Airgroup shareholders an Earn-Out payment of $633,333 for the Earn-Out Period ending June 30,
2009 to be paid on or about October 1, 2009 and to be paid 100% by delivery of shares of the common stock of the
Company. This liability is recorded as Notes Payable — current portion of long term debt.

As of December 31, 2008, the Company had $7,895,440 in advances under the Facility and $4,154,350 in outstanding
checks, which had not yet been presented to the bank for payment. The outstanding checks have been reclassified
from cash, as they will be advanced from, or against, the Facility when presented for payment to the bank. These
amounts total long term debt of $12,049,790.

At December 31, 2008, based on available collateral and $205,000 in outstanding letter of credit commitments, there
was $3,391,664 available for borrowing under the Facility based on advances outstanding.

NOTE 10 — PROVISION FOR INCOME TAXES

Deferred income taxes are reported using the liability method. Deferred tax assets are recognized for deductible
temporary differences and deferred tax liabilities are recognized for taxable temporary differences. Temporary
differences are the differences between the reported amounts of assets and liabilities and their tax bases. Deferred tax
assets are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that some
portion or all of the deferred tax assets will not be realized. Deferred tax assets and liabilities are adjusted for the
effects of changes in tax laws and rates on the date of enactment.

For the three months ended December 31, 2008, the Company recognized net income tax benefit of $382,690
consisting of current income tax benefit of $901,616 and deferred income tax expense of $518,926.

For the six months ended December 31, 2008, the Company recognized net income tax benefit of $230,031 consisting
of current income tax benefit of $796,897 and deferred income tax expense of $566,866.

For the three months ended December 31, 2007, the Company recognized net income tax expense of $744,269
consisting of current income tax expense of $1,350,778 and deferred income tax benefit of $606,509.

18

31



Edgar Filing: RADIANT LOGISTICS, INC - Form 10-Q

For the six months ended December 31, 2007, the Company recognized net income tax expense of $736,537
consisting of current income tax expense of $1,411,384 and deferred income tax benefit of $674,847.

The difference between the income tax benefit computed using statutory tax rates and the income tax benefit recorded
for the three and six months ended December 31, 2008, was due to permanent differences related to the goodwill
impairment.

NOTE 11 - STOCKHOLDERS’ EQUITY
Preferred Stock

The Company is authorized to issue 5,000,000 shares of preferred stock, par value at $.001 per share. As of December
31, 2008, none of the shares were issued or outstanding.

Common Stock

In May 2008, the Company issued 250,000 shares of common stock to a financial advisor who provided investor
relations and financial advisory services for the periods February 2008 through July 2008. The services for the period
through June 2008 were recorded in the prior fiscal year, and as such, only the value of 41,667 shares has been
recorded during the six months ended December 31, 2008.

NOTE 12 - SHARE BASED COMPENSATION

During the three and six months ended December 31, 2008, the Company issued employee options to purchase
100,000 shares of common stock at $0.20 per share in October 2008. The options vest 20% per year over a five year
term.

Share based compensation costs recognized during the three and six months ended December 31, 2008, includes
compensation cost for all share-based payments granted to date, based on the grant-date fair value estimated in
accordance with the provisions of SFAS 123R. No options have been exercised as of December 31, 2008.

During the six months ended December 31, 2008, the weighted average fair value per share of employee options
granted in October 2008 was $.11. The fair value of options granted were estimated on the date of grant using the
Black-Scholes option pricing model, with the following assumptions for each issuance of options:

October
2008
Dividend yield None
Volatility 64.7%
Risk free interest rate 2.67%
Expected lives 5.0 years

In accordance with SFAS123R, the Company is required to estimate the number of awards that are ultimately
expected to vest.

During the six months ended December 31, 2008 and 2007, the Company recognized stock option compensation costs
of $80,692 and $93,102, respectively, in accordance with SFAS 123R. The following table summarizes activity under
the plan for the six months ended December 31, 2008.
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Weighted
Weighted  average
Average remaining Aggregate
Number of exercise price contractual intrinsic
shares per share life value

Outstanding at June 30, 2008 3,410,000 $ 0.539 7.97 years $ -
Options granted 100,000 0.20 - -
Options exercised - - - -
Options forfeited (150,000) 0.55 - -
Options expired - - - -
Outstanding at December 31, 2008 3,360,000 $ 0.529 7.51 years $ -
Exercisable at December 31, 2008 1,441,000 $ 0.607 6.93 years $ =

The aggregate intrinsic value for all outstanding options as of December 31, 2008 was $0 due to the strike price of all
outstanding options exceeding the market price of the Company’s stock. The aggregate intrinsic value for all vested
options was $0 due to the strike price of all vested options exceeding the market price of the Company’s stock.

NOTE 13 - RECENT ACCOUNTING PRONOUNCEMENTS

No new accounting pronouncements are expected to have a material impact on the Company.
NOTE 14 — SUBSEQUENT EVENTS

Burke Proceedings

On February 9, 2009, Douglas Burke (“Burke”) and Radiant Logistics Global Services, Inc. (“RLGS”) entered into a
Release and Settlement Agreement pursuant to which RLGS (1) dismissed its objections to writs of garnishment
entered in favor of Burke (2) withdrew as an intervening party to the matter which was pending in the Circuit Court

for the County of Wayne, State of Michigan, Case No. 04-433025-CA (the “State Court Action”) and (3) agreed to take
no further action or position as a party to the State Court Action. In consideration of the foregoing, Burke (1) released
RLGS from any and all claims related to the writs of garnishment or the underlying judgment (2) consented to suit
Burke filed against RLGS pending in the United States District Court for the Eastern District of Michigan, Case No.
08-0581 being dismissed with prejudice, and (3) agreed that his recovery, if any, with respect to RLGS will be limited

to the letter of credit posted by Mass Financial Corporation.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and result of operations should be read in conjunction
with the financial statements and the related notes and other information included elsewhere in this report.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, regarding future operating
performance, events, trends and plans. All statements other than statements of historical fact contained herein,
including, without limitation, statements regarding the our future financial position, business strategy, budgets,
projected revenues and costs, and plans and objectives of management for future operations, are forward-looking
statements. Forward-looking statements generally can be identified by the use of forward-looking terminology such as

“may,” “will,” “expects,” “intends,” “plans,” “projects,” “estimates,” “anticipates,” or “believes” or the negative thereof or ai
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thereon or similar terminology or expressions. We have based these forward-looking statements on our current
expectations and projections about future events. These forward-looking statements are not guarantees and are subject
to known and unknown risks, uncertainties and assumptions about us that may cause our actual results, levels of
activity, performance or achievements to be materially different from any future results, levels of activity,
performance or achievements expressed or implied by such forward-looking statements. While it is impossible to
identify all of the factors that may cause our actual operating performance, events, trends or plans to differ materially
from those set forth in such forward-looking statements, such factors include the inherent risks associated with our
ability to: (i) to use Airgroup as a “platform” upon which we can build a profitable global transportation and supply
chain management company; (ii) retain and build upon the relationships we have with our exclusive agency offices;
(iii) continue the development of our back office infrastructure and transportation and accounting systems in a manner
sufficient to service our expanding revenues and base of exclusive agency locations; (iv) maintain the future
operations of Adcom in a manner consistent with its past practices, (v) integrate the operations of Adcom with our
existing operations, (vi) continue growing our business and maintain historical or increased gross profit margins; (vii)
locate suitable acquisition opportunities; (viii) secure the financing necessary to complete any acquisition
opportunities we locate; (ix) assess and respond to competitive practices in the industries in which we compete, (x)
mitigate, to the best extent possible, our dependence on current management and certain of our larger exclusive
agency locations; (xi) assess and respond to the impact of current and future laws and governmental regulations
affecting the transportation industry in general and our operations in particular; and (xii) assess and respond to such
other factors which may be identified from time to time in our Securities and Exchange Commission (SEC) filings and
other public announcements including those set forth in Part 1 Item 1A of our Annual Report on Form 10-K for the
fiscal year ended June 30, 2008. All subsequent written and oral forward-looking statements attributable to us, or
persons acting on our behalf, are expressly qualified in their entirety by the foregoing. Readers are cautioned not to
place undue reliance on our forward-looking statements, as they speak only as of the date made. Except as required by
law, we assume no duty to update or revise our forward-looking statements.
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Overview

We are a Bellevue, Washington based non-asset based logistics company providing domestic and international freight
forwarding services through a network of exclusive agent offices across North America. Operating under the Airgroup
and Adcom brands, we service a diversified account base including manufacturers, distributors and retailers using a
network of independent carriers and international agents positioned strategically around the world.

By implementing a growth strategy, we intend to build a leading global transportation and supply-chain management
company offering a full range of domestic and international freight forwarding and other value added supply chain
management services, including order fulfillment, inventory management and warehousing.

As a non-asset based provider of third-party logistics services, we seek to limit our investment in equipment, facilities
and working capital through contracts and preferred provider arrangements with various transportation providers who
generally provide us with favorable rates, minimum service levels, capacity assurances and priority handling
status. Our non-asset based approach allows us to maintain a high level of operating flexibility and leverage a cost
structure that is highly variable in nature while the volume of our flow of freight enables us to negotiate attractive
pricing with our transportation providers.

Our growth strategy continues to focus on both organic growth and acquisitions. From an organic perspective, we are
focused on strengthening existing and expanding new customer relationships. One of the drivers of our organic
growth will be retaining existing, and securing new exclusive agency locations as well as enhancing our back-office
infrastructure and transportation and accounting systems.

As we continue to build out our network of exclusive agent locations to achieve a level of critical mass and scale, we
are executing an acquisition strategy to develop additional growth opportunities. We continue to identify a number of
additional companies as suitable acquisition candidates and have completed two material acquisitions over the past
twelve months. In November 2007, we purchased certain assets in Detroit, Michigan to service the automotive
industry. In September 2008, we acquired Adcom Express, Inc. d/b/a Adcom Worldwide (“Adcom”). Adcom is a
Minneapolis, Minnesota based logistics company contributing an additional 30 locations across North America and
augmenting our overall domestic and international freight forwarding capabilities.
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We will continue to search for targets that fit within our acquisition criteria. Successful implementation of our growth
strategy depends upon a number of factors, including our ability to: (i) continue developing new agency locations; (ii)
locate acquisition opportunities; (iii) secure adequate funding to finance identified acquisition opportunities; (iv)
efficiently integrate the businesses of the companies acquired; (v) generate the anticipated economies of scale from the
integration; and (vi) maintain the historic sales growth of the acquired businesses in order to generate continued
organic growth. There are a variety of risks associated with our ability to achieve our strategic objectives, including
the ability to acquire and profitably manage additional businesses and the intense competition in the industry for
customers and for acquisition candidates.

Performance Metrics

Our principal source of income is derived from freight forwarding services. As a freight forwarder, we arrange for the
shipment of our customers’ freight from point of origin to point of destination. Generally, we quote our customers a
turn key cost for the movement of their freight. Our price quote will often depend upon the customer’s time-definite
needs (first day through fifth day delivery), special handling (needs heavy equipment, delicate items, environmentally
sensitive goods, electronic components, etc.) and the means of transport (truck, air, ocean or rail). In turn, we assume
the responsibility for arranging and paying for the underlying means of transportation.

Our transportation revenue represents the total dollar value of services we sell to our customers. Our cost of
transportation includes direct costs of transportation, including motor carrier, air, ocean and rail services. We act
principally as the service provider to add value in the execution and procurement of these services to our customers.
Our net transportation revenue (gross transportation revenue less the direct cost of transportation) is the primary
indicator of our ability to source, add value and resell services provided by third parties, and is considered by
management to be a key performance measure. In addition, management believes measuring its operating costs as a
function of net transportation revenue provides a useful metric, as our ability to control costs as a function of net
transportation revenue directly impacts operating earnings.

Our operating results will be affected as acquisitions occur. Since all acquisitions are made using the purchase method
of accounting for business combinations, our financial statements will only include the results of operations and cash
flows of acquired companies for periods subsequent to the date of acquisition.

Our GAAP based net income will be affected by non-cash charges relating to the amortization of customer related
intangible assets and other intangible assets arising from completed acquisitions. Under applicable accounting
standards, purchasers are required to allocate the total consideration in a business combination to the identified assets
acquired and liabilities assumed based on their fair values at the time of acquisition. The excess of the consideration
paid over the fair value of the identifiable net assets acquired is to be allocated to goodwill, which is tested at least
annually for impairment. Applicable accounting standards require that we separately account for and value certain
identifiable intangible assets based on the unique facts and circumstances of each acquisition. As a result of our
acquisition strategy, our net income will include material non-cash charges relating to the amortization of customer
related intangible assets and other intangible assets acquired in our acquisitions. Although these charges may increase
as we complete more acquisitions, we believe we will actually be growing the value of our intangible assets (e.g.,
customer relationships). Thus, we believe that earnings before interest, taxes, depreciation and amortization, or
EBITDA, is a useful financial measure for investors because it eliminates the effect of these non-cash costs and
provides an important metric for our business. Further, the financial covenants of our credit facility adjust EBITDA to
exclude costs related to share based compensation expense and other non-cash charges. Accordingly, we intend to
employ EBITDA and adjusted EBITDA as management tools to measure our historical financial performance and as
benchmark for future financial flexibility.

Our operating results are also subject to seasonal trends when measured on a quarterly basis. The impact of
seasonality on our business will depend on numerous factors, including the markets in which we operate, holiday
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seasons, consumer demand and economic conditions. Since our revenue is largely derived from customers whose
shipments are dependent upon consumer demand and just-in-time production schedules, the timing of our revenue is
often beyond our control. Factors such as shifting demand for retail goods and/or manufacturing production delays
could unexpectedly affect the timing of our revenue. As we increase the scale of our operations, seasonal trends in one
area of our business may be offset to an extent by opposite trends in another area. We cannot accurately predict the
timing of these factors, nor can we accurately estimate the impact of any particular factor, and thus we can give no
assurance that historical seasonal patterns will continue in future periods. In addition, our historical trends may be
even less relevant in light of the current global economic downturn. We can offer no assurance that these conditions
either will improve in the near future or will not worsen.
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Results of Operations
Basis of Presentation

The results of operations discussion that appears below has been presented utilizing a combination of historical and,
where relevant, pro forma information to include the effects on our consolidated financial statements of our recently
completed acquisition of Adcom. The pro forma information has been presented for three and six months ended
December 31, 2008 and 2007 as if we had acquired Adcom as of July 1, 2007. The pro forma results are also adjusted
to reflect a consolidation of the historical results of operations of Airgroup and the Company as adjusted to reflect the
amortization of acquired intangibles and are also provided in the condensed consolidated financial statements included
within this report.

The pro forma financial data are not necessarily indicative of results of operations that would have occurred had this
acquisition been consummated at the beginning of the periods presented or that might be attained in the future.

For the three months ended December 31, 2008 (actual and unaudited) and December 31, 2007 (actual and unaudited)

We generated transportation revenue of $42.5 million and $23.1 million and net transportation revenue of $13.5
million and $8.4 million for the three months ended December 31, 2008 and 2007, respectively. Net loss was
$10,216,000 for the three months ended December 31, 2008 compared to net income of $1,324,000 for the three
months ended December 31, 2007.

We had adjusted earnings before interest, taxes, depreciation and amortization (EBITDA) of $1,382,000 and $534,000
for three months ended December 31, 2008 and 2007, respectively. EBITDA, is a non-GAAP measure of income and
does not include the effects of interest and taxes, and excludes the “non-cash” effects of depreciation and amortization
on current assets. Companies have some discretion as to which elements of depreciation and amortization are
excluded in the EBITDA calculation. We exclude all depreciation charges related to property, plant and equipment,
and all amortization charges, including amortization of leasehold improvements and other intangible assets. We then
further adjust EBITDA to exclude extraordinary items and costs related to share based compensation expense,
goodwill impairment charges and other non-cash charges consistent with the financial covenants of our credit facility.
As explained above, we believe that EBITDA is useful to us and to our investors in evaluating and measuring our
financial performance. While management considers EBITDA and adjusted EBITDA useful in analyzing our results,
it is not intended to replace any presentation included in our consolidated financial statements. Set forth below is a
reconciliation of EBITDA and adjusted EBITDA to net income, the most directly comparable GAAP measure for the
three months ended December 31, 2008 and 2007.

Three months ended December 31, Change
2008 2007 Amount Percent

Net income (loss) $ (10,216)  $ 1,324 $ (11,540) (871.6)%
Income tax expense (benefit) (383) 744 (1,127) (151.5)%
Interest expense — net 67 47 20 42.6%
Depreciation and amortization 473 242 231 95.5%
EBITDA (Earnings before interest, taxes,
depreciation and amortization) $ (10,059) $ 2,357 $ (12,416) (526.8)%
Share based compensation and other non-cash costs 38 95 57) 60.0.%
Change in estimate of liabilities assumed in Airgroup
acquisition - (1,431) 1,431 (100.0)%
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Tax indemnity - (487) 487 (100.0)%
Goodwill impairment 11,403 - 11,403 NM
Adjusted EBITDA $ 1,382 $ 534 $ 848 158.8%
23
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The following table summarizes December 31, 2008 (actual and unaudited) and December 31, 2007 (actual and
unaudited) transportation revenue, cost of transportation and net transportation revenue (in thousands):

Three months ended December 31, Change
2008 2007 Amount Percent
Transportation revenue $ 42,513 $ 23,109 $ 19,404 84.0%
Cost of transportation 29,024 14,712 14,312 97.3%
Net transportation revenue $ 13,489 $ 8397 $ 5,092 60.6%
Net transportation margins 31.7% 36.3%

Transportation revenue was $42.5 million for the three months ended December 31, 2008, an increase of 84.0% over
transportation revenue of $23.1 million for the three months ended December 31, 2007. Domestic transportation
revenue increased by 49.2% to $22.0 million for the three months ended December 31, 2008 from $14.7 million for
the three months ended December 31, 2007. The increase was primarily due to additional domestic revenues
associated with the Adcom acquisition. Excluding the Adcom acquisition, domestic revenues for the three months
ended December 31, 2008 would have decreased by 6.2% to $13.8 million $14.7 million for the three months ended
December 31, 2007. International transportation revenue increased by 145.3% to $20.5 million for the three months
ended December 31, 2008 from $8.4 million for the comparable prior year period, mainly attributed to additional
international revenues and the inclusion of international revenues associated with the Adcom acquisition. Excluding
the Adcom acquisition, international revenue for the three months ended December 31, 2008 would have increased by
41.8% to $11.9 million from $8.4 million for the three months ended December 31, 2007.

Cost of transportation increased to $29.0 million for the three months ended December 31, 2008 compared to $14.7
million for the three months ended December 31, 2007 as a result of additional revenues associated with the Adcom
transaction.

Net transportation margins decreased to 31.7% of transportation revenue for the three months ended December 31,
2008 as compared to 36.3% of transportation revenue for the three months ended December 31, 2007. The net
transportation margins decreased in the current quarter due to the acquisition of Adcom which has a higher percentage
of international sales which generally have lower margins.

The following table compares certain December 31, 2008 (unaudited) and December 31, 2007 (unaudited) condensed
consolidated statement of income data as a percentage of our net transportation revenue (in thousands):

Three months ended December 31,

2008 2007 Change
Amount Percent Amount Percent Amount Percent

Net transportation revenue $ 13,489 100.0% $ 8,397 100.0% $ 5,092 60.6%
Agent commissions 9,001 66.7% 6,154 73.3% 2,847 46.3%
Personnel costs 2,110 15.6% 1,090 13.0% 1,020 93.6%
Other selling, general and

administrative 1,026 7.6% 741 8.8% 285 38.5%
Depreciation and amortization 473 3.5% 242 2.9% 231 95.5%
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Total operating costs
Income from operations
Other income (expense)

Income before income taxes
and minority interest

Income tax (expense) benefit
Income (loss) before minority
interest

Minority interest

Net income (loss)

24

12,610
879

(11,470)

(10,591)

383
(10,208)
@®)

(10,216)

93.5%
6.5%

(85.0)%

(78.5)%
(2.8)%
(75.7)%
(0.1)%

(75.71% $

8,227
170

1,884

2,054

(744)
1,310
14

1,324

98.0%
2.0%

22.4%

24.4%
8.9%
15.6%
0.2%

15.8% $

4,383
709

(13,354)

(12,645)
1,127

(11,518)
22

(11,540)

53.3%
417.1%

(708.8)%

(615.6)%
151.5%
(879.2)%
(157.1)%

(871.6)%
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Agent commissions were $9.0 million for the three months ended December 31, 2008, an increase of 46.3% from $6.2
million for the three months ended December 31, 2007. Agent commissions as a percentage of net transportation
revenue decreased to 66.7% for three months ended December 31, 2008 from 73.3% for the comparable prior year
period as a result of the introduction of Company owned operations in Detroit, and Newark, NJ as well as three
Company owned stores within the Adcom network where operations were not subject to agent commissions.

Personnel costs were $2.1 million for the three months ended December 31, 2008, an increase of 93.6% from $1.1
million for the three months ended December 31, 2007. Personnel costs as a percentage of net transportation revenue
increased to 15.6% for three months ended December 31, 2008 from 13.0% for the comparable prior year period
primarily as a result of increased personnel costs associated with new Company owned stores and the increased head
count associated with the Adcom transaction.

Other selling, general and administrative costs were $1 million for the three months ended December 31, 2008, an
increase of 38.5% from $741,000 for the three months ended December 31, 2007. The increase resulted primarily
from the increase in Company owned stations and the acquisition of Adcom. As a percentage of net transportation
revenue, other selling, general and administrative costs decreased to 7.6% for three months ended December 31, 2008
from 8.8% for the comparable prior year period.

Depreciation and amortization costs were approximately $473,000 and $242,000 for the three months ended
December 31, 2008 and 2007, respectively. Depreciation and amortization as a percentage of net transportation
revenue increased to 3.5% for the three months ended December 31, 2008 from 2.9% for the comparable prior year
period, primarily due to increased amortization costs associated with the Adcom transaction.

Income from operations was $879,000 for the three months ended December 31, 2008 compared to income from
operations of $170,000 for the three months ended December 31, 2007.

Other expense was $11,470,000 for the three months ended December 31, 2008 compared to other income of
$1,884,000 for the three months ended December 31, 2007. In the quarter ended December 31, 2008 the Company
recorded an impairment charge to goodwill in the amount of $11,403,000. In the quarter ended December 31, 2007,
the Company recorded a $1.4 million change in estimate of the liabilities assumed in the acquisition of Airgroup
combined with an additional $487,000 in income recognized as a result of the related tax indemnity.
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Net loss was $10,216,000 for the three months ended December 31, 2008, compared to net income of $1,324,000 for
the three months ended December 31, 2007.

Supplemental Proforma Information
The following table provides a reconciliation of December 31, 2008 (pro forma and unaudited) and December 31,

2007 (pro forma and unaudited) adjusted EBITDA to net income, the most directly comparable GAAP measure in
accordance with SEC Regulation G (in thousands):

Three months ended December 31, Change
2008 2007 Amount Percent

Net income (loss) $ (10,216)  $ 1,305 $ (11,521) (882.8)%
Income tax expense (benefit) (383) 745 (1,128) (151.4)%
Interest expense — net 67 82 (15) (18.3)%
Depreciation and amortization 473 275 198 72.0%
EBITDA (Earnings before interest, taxes,

depreciation and amortization) $ (10,059) $ 2407 $ (12,466) (517.9)%
Share based compensation and other non-cash costs 11,441 (1,823) 13,264 (727.6)%
Adjusted EBITDA $ 1,382 $ 584 % 798 136.6%

The following table summarizes December 31, 2008 (pro forma and unaudited) and December 31, 2007 (pro forma
and unaudited) transportation revenue, cost of transportation and net transportation revenue (in thousands):

Three months ended December 31, Change
2008 2007 Amount Percent
Transportation revenue $ 42,513 $ 38,815 $ 3,698 9.5%
Cost of transportation 29,024 24,776 4,248 17.1%
Net transportation revenue $ 13,489 $ 14,039 $ (550) 3.9%
Net transportation margins 31.7% 36.2%

Pro forma transportation revenue was $42.5 million for the three months ended December 31, 2008, an increase of
9.5% over pro forma transportation revenue of $38.8 million for the three months ended December 31, 2007.

Pro forma cost of transportation increased to $29.0 million for the three months ended December 31, 2008 an increase
of 17.1% over pro forma costs of transportation of $24.8 million for the three months ended December 31, 2007.

Pro forma net transportation margins declined to 31.7% for the three months ended December 31, 2008 compared to
pro forma transportation margins of 36.2% for the three months ended December 31, 2007. The net transportation
margins decreased in the current quarter due to the acquisition of Adcom which has a higher percentage of
international sales which generally have lower margins.
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The following table compares certain December 31, 2008 (proforma and unaudited) and December 31, 2007
(proforma and unaudited) condensed consolidated statement of income data as a percentage of our net transportation
revenue (in thousands):

Three months ended December 31,

2008 2007 Change

Amount Percent Amount Percent Amount Percent
Net transportation revenue $ 13,489 100% $ 14,039 100.0% $ (550) 3.9)%
Agent commissions 9,001 66.7% 10,527 75.0% (1,526) (14.5)%
Personnel costs 2,110 15.6% 1,894 13.5% 216 11.4%
Other selling, general and
administrative 1,026 7.6% 1,120 8.0% 94) (8.4)%
Depreciation and amortization 473 3.5% 275 2.0% 198 72.0%
Total operating costs 12,610 93.5% 13,816 98.4% (1,206) (8.7%
Income from operations 879 6.5% 223 1.6% 656 294.2%
Other income (expense) (11,470) (85.0)% 1,813 12.9% (13,283) (732.7)%
Income (loss) before income
taxes and minority interest (10,591) (78.5)% 2,036 14.5% (12,627) (620.2)%
Income tax (expense) benefit 383 2.8% (745) (5.3)% 1,128 (151.5)%
Income (loss) before minority
interest (10,208) (75.7)% 1,291 9.2% (11,499) (890.7)%
Minority interest 8 0.1% (14) 0.1)% 22 (157.1)%
Net income (loss) $ (10,216) (75.1)% 1,305 93% $ (11,521) (882.8)%

Proforma agent commissions were $9.0 million for the three months ended December 31, 2008, a decrease of 14.5%
from $10.5 million for the three months ended December 31, 2007. Proforma agent commissions as a percentage of
net transportation revenue declined to 66.7% for three months ended December 31, 2008 compared to 75.0% for the
comparable prior year period as a result of the introduction of Company owned operations in Detroit, and Newark NJ
as well as three Company owned stores within the Adcom network where operations were not subject to agent
commissions.

Proforma personnel costs were $2.1 million for the three months ended December 31, 2008, an increase of 10.5%
from $1.9 million for the three months ended December 31, 2007. Proforma personnel costs as a percentage of net
transportation revenue increased to 15.6% for three months ended December 31, 2008 from 13.5% for the primarily as
a result of increased personnel costs associated with new Company owned stores.

Proforma other selling, general and administrative costs were $1 million for the three months ended December 31,
2008, a decrease of 8.4% from $1.1 million for the three months ended December 31, 2007. As a percentage of net
transportation revenue, proforma other selling, general and administrative costs decreased to 7.6% for three months
ended December 31, 2008 from 8.0% for the comparable prior year period.
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Proforma depreciation and amortization costs were approximately $473,000 and $275,000 for the three months ended
December 31, 2008 and 2007, respectively. Proforma depreciation and amortization as a percentage of net
transportation revenue increased to 3.5% for the three months ended December 31, 2008 from 2.0% for the
comparable prior year period.
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Proforma income from operations was $879,000 for the three months ended December 31, 2008 compared to income
from operations of $223,000 for the three months ended December 31, 2007.

Proforma other expense was $11.5 million for the three months ended December 31, 2008 compared to other income
of $1,813,000 for the three months ended December 31, 2007. For the three months ended December 31, 2008 the
Company recorded an impairment charge to goodwill in the amount of $11.4 million. For the three months ended
December 31, 2007, the Company recorded a $1.4 million change in estimate of the liabilities assumed in the
acquisition of Airgroup combined with an additional $487,000 in income recognized as a result of the related tax
indemnity.

Proforma net loss was $10,216,000 for the three months ended December 31, 2008, compared to proforma net income
of $1,306,000 for the three months ended December 31, 2007.

For the six months ended December 31, 2008 (actual and unaudited) and December 31, 2007 (actual and unaudited)

We generated transportation revenue of $74.9 million and $48.7 million and net transportation revenue of $24.7
million and $16.8 million for the six months ended December 31, 2008 and 2007, respectively. Net loss was
$9,965,000 for the six months ended December 31, 2008 compared to net income of $1,413,000 for the six months
ended December 31, 2007.

We had adjusted earnings before interest, taxes, depreciation and amortization (EBITDA) of $2,176,000 and $961,000
for six months ended December 31, 2008 and 2007, respectively. EBITDA, is a non-GAAP measure of income and
does not include the effects of interest and taxes, and excludes the “non-cash” effects of depreciation and amortization
on current assets. Companies have some discretion as to which elements of depreciation and amortization are
excluded in the EBITDA calculation. We exclude all depreciation charges related to property, plant and equipment,
and all amortization charges, including amortization of leasehold improvements and other intangible assets. We then
further adjust EBITDA to exclude extraordinary items and costs related to share based compensation expenses,
goodwill impairment charges and other non-cash charges consistent with the financial covenants of our credit facility.
As explained above, we believe that EBITDA is useful to us and to our investors in evaluating and measuring our
financial performance. While management considers EBITDA and adjusted EBITDA useful in analyzing our results,
it is not intended to replace any presentation included in our consolidated financial statements. Set forth below is a
reconciliation of EBITDA and adjusted EBITDA to net income, the most directly comparable GAAP measure for the
six months ended December 31, 2008 and 2007.

Six months ended December 31, Change
2008 2007 Amount Percent

Net income (loss) $ (9,966) $ 1,413 $ (11,379) (805.3)%
Income tax expense (benefit) (230) 737 (967) (131.2)%
Interest expense — net 92 71 21 29.6%
Depreciation and amortization 788 481 307 63.8%
EBITDA (Earnings before interest, taxes, depreciation
and amortization) $ 9,316) $ 2,702 $ (12,018) (444.8)%
Share based compensation and other non-cash costs 89 177 (88) (49.7)%
Change in estimate of liabilities assumed in Airgroup
acquisition - (1,431) (1,431) (100)%
Tax indemnity - (487) (487) (100)%
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1,215
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The following table summarizes December 31, 2008 (actual and unaudited) and December 31, 2007 (actual and
unaudited) transportation revenue, cost of transportation and net transportation revenue (in thousands):

Six months ended December 31, Change
2008 2007 Amount Percent
Transportation revenue $ 74,908 $ 48,666 $ 26,242 53.9%
Cost of transportation 50,235 31,829 18,406 57.8%
Net transportation revenue $ 24.673 $ 16,837  $ 7,836 46.5%
Net transportation margins 32.9% 34.6%

Transportation revenue was $74.9 million for the six months ended December 31, 2008, an increase of 53.9% over
transportation revenue of $48.7 million for the six months ended December 31, 2007. Domestic transportation
revenue increased by 24.7% to $39.8 million for the six months ended December 31, 2008 from $31.9 million for the
six months ended December 31, 2007. The increase was primarily due to additional domestic revenues associated
with the Adcom acquisition. Excluding the Adcom acquisition, domestic revenues for the six months ended December
31, 2008 would have decreased by 9.4% to $28.9 million from $31.9 million for the six months ended December 31,
2007. International transportation revenue increased by 109.3% to $35.2 million for the six months ended December
31, 2008 from $16.8 million for the comparable prior year period, mainly attributed to increased international
revenues and the inclusion of international revenues associated with the Adcom acquisition. Excluding the Adcom
acquisition, international revenue for the six months ended December 31, 2008 would have increased by 41.2% to
$23.7 million from $16.8 million for the six months ended December 31, 2007.

Cost of transportation increased to $50.2 million for the six months ended December 31, 2008 compared to $31.8
million for the six months ended December 31, 2007 as a result of additional revenues associated with the Adcom
transaction.

Net transportation margins decreased to 32.9% of transportation revenue for the six months ended December 31, 2008
as compared to 34.6% of transportation revenue for the six months ended December 31, 2007. The net transportation
margins decreased in the current period due to the acquisition of Adcom which has a higher percentage of
international sales which generally have lower margins.

The following table compares certain December 31, 2008 (unaudited) and December 31, 2007 (unaudited) condensed
consolidated statement of income data as a percentage of our net transportation revenue (in thousands):

Six months ended December 31,

2008 2007 Change

Amount Percent Amount Percent Amount Percent
Net transportation
revenue $ 24,673 100.0% $ 16,837 100.0% $ 7,836 46.5%
Agent commissions 16,553 67.1% 12,006 71.3% 4,547 37.9%
Personnel costs 3,724 15.1% 2,636 15.6% 1,088 41.3%
Other selling, general
and administrative 2,125 8.6% 1,435 8.5% 690 48.1%
Depreciation and
amortization 788 3.2% 482 2.9% 306 63.5%
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Restructuring charge 220
Total operating costs 23,410

Income from
operations 1,263

Other income
(expense) (11,460)

Income (loss) before
income taxes and

minority interest (10,197)
Income tax (expense)
benefit 230

Income (loss) before
minority interest (9,967)
Minority interest 2

Net income (loss) $ (9,965)

29

0.9%

94.9%

5.1%

(46.5)%

(41.3)%

0.9%

(13.3)%

0.0%

(40.4)%

16,559

278

1,840

2,117

(737)

1,381
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1,413

0.0%

98.3%

1.7%

10.9%

12.6%

(4.3)%

8.2%

0.2%

8.4%
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6,851
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(13,299)

(12,314)
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(11,348)

(30)

(11,377)
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41.4%

354.3%

(723.2)%

(581.7)%

131.2%

(821.7)%

(93.8)%

(805.7)%
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Agent commissions were $16.6 million for the six months ended December 31, 2008, an increase of 37.9% from
$12.0 million for the six months ended December 31, 2007. Agent commissions as a percentage of net transportation
revenue decreased to 67.1% for six months ended December 31, 2008 from 71.3% for the comparable prior year
period as a result of the introduction of Company owned operations in Detroit, and Newark, NJ as well as three
Company owned stores within the Adcom network where operations were not subject to agent commissions.

Personnel costs were $3.7 million for the six months ended December 31, 2008, an increase of 41.3% from $2.6
million for the six months ended December 31, 2007. Personnel costs as a percentage of net transportation revenue
decreased to 15.1% for six months ended December 31, 2008 from 15.6% for the comparable prior year period
primarily as a result of increased personnel costs associated with new Company owned stores and the increased head
count associated with the Adcom transaction.

Other selling, general and administrative costs were $2.1 million for the six months ended December 31, 2008, an
increase of 48.1% from $1.4 million for the six months ended December 31, 2007, relating primarily to the increase in
Company owned stations and the acquisition of Adcom. As a percentage of net transportation revenue, other selling,
general and administrative costs increased slightly to 8.6% for six months ended December 31, 2008 from 8.5% for
the comparable prior year period.

Depreciation and amortization costs were approximately $788,000 and $482,000 for the six months ended December
31, 2008 and 2007, respectively. Depreciation and amortization as a percentage of net transportation revenue
increased to 3.2% for the six months ended December 31, 2008 from 2.9% for the comparable prior year period,
primarily due to increased amortization costs associated with the Adcom transaction.

Restructuring cost incurred in the six months ended December 31, 2008 were $220,000 as a result of the Adcom
acquisition and relate to the elimination of redundant international personnel and facilities costs. These restructuring
charges will be paid out over a one year period. There were no similar costs for the comparable prior year.

Income from operations was $1,263,000 for the six months ended December 31, 2008 compared to income from
operations of $278,000 for the six months ended December 31, 2007.

Other expense was $11,460,000 for the six months ended December 31, 2008 compared to other income of
$1,840,000 for the six months ended December 31, 2007. For the six months ending December 31, 2008 the
Company recorded an impairment charge to goodwill in the amount of $11,403,000. For the six months ending
December 31, 2007, the Company recorded a $1.4 million change in estimate of the liabilities assumed in the
acquisition of Airgroup combined with an additional $487,000 in income recognized as a result of the related tax
indemnity.
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Net loss was $9,965,000 for the six months ended December 31, 2008, compared to net income of $1,413,000 for the
six months ended December 31, 2007.

Supplemental Proforma Information
The following table provides a reconciliation of December 31, 2008 (pro forma and unaudited) and December 31,

2007 (pro forma and unaudited) adjusted EBITDA to net income, the most directly comparable GAAP measure in
accordance with SEC Regulation G (in thousands):

Six months ended December 31, Change
2008 2007 Amount Percent

Net income (loss) $ (10,085) $ 1,292 $ (11,377) (880.6)%
Income tax expense (benefit) (222) 740 (962) (130.0)%
Interest expense — net 165 167 2) (1.2)%
Depreciation and amortization 821 552 269 48.7%
EBITDA (Earnings before interest, taxes, depreciation

and amortization) $ (9,321) 2,751 $ (12,072) (438.8)%
Share based compensation and other non-cash costs 11,492 (1,741) 13,233 (760)%
Adjusted EBITDA $ 2,171 $ 1,010 $ 1,161 115.0%

The following table summarizes December 31, 2008 (pro forma and unaudited) and December 31, 2007 (pro forma
and unaudited) transportation revenue, cost of transportation and net transportation revenue (in thousands):

Six months ended December 31, Change
2008 2007 Amount Percent
Transportation revenue $ 87,052 $ 78,763 $ 8,289 10.5%
Cost of transportation 58,575 51,005 7,570 14.8%
Net transportation revenue $ 28,477 $ 27,758  $ 719 2.6%
Net transportation margins 32.7% 35.2%

Pro forma transportation revenue was $87.1 million for the six months ended December 31, 2008, an increase of
10.5% over pro forma transportation revenue of $78.8 million for the six months ended December 31, 2007.

Pro forma cost of transportation increased to $58.6 million for the six months ended December 31, 2008 an increase of
14.8% over pro forma costs of transportation of $51.0 million for the six months ended December 31, 2007.

Pro forma net transportation margins decreased to 32.7% for the six months ended December 31, 2008 compared to
pro forma transportation margins of 35.2% for the six months ended December 31, 2007. The net transportation
margins decreased in the current six-month period due to the acquisition of Adcom which has a higher percentage of
international sales which generally have lower margins.

The following table compares certain December 31, 2008 (proforma and unaudited) and December 31, 2007
(proforma and unaudited) condensed consolidated statement of income data as a percentage of our net transportation
revenue (in thousands):
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Six months ended December 31,

2008 2007 Change

Amount Percent Amount Percent Amount Percent
Net transportation revenue $ 28477 100% $ 27,758 100.0% $ 719 2.6%
Agent commissions 19,525 68.6% 20,289 73.1% (764) (3.8)%
Personnel costs 4,171 14.6% 4,064 14.6% 107 2.6%
Other selling, general and
administrative 2,504 8.8% 2,245 8.1% 259 11.5%
Depreciation and amortization 821 2.9% 552 2.0% 269 48.7%
Restructuring charge 220 0.8% - 0.0% 220 NM
Total operating costs 27,241 95.7% 27,150 97.8% 91 0.3%
Income from operations 1,236 4.3% 608 2.2% 628 103.3%
Other income (expense) (11,545) (40.5)% 1,392 5.0% (12,937) (929.4)%
Income (loss) before income
taxes and minority interest (10,309) (36.2)% 2,000 7.2% (12,309) (615.5)%
Income tax (expense) benefit 222 (0.8)% (740) 2.7% 962 (130.0)%
Income (loss) before minority
interest (10,087) (35.4)% 1,260 4.5% (11,347) (900.6)%
Minority interest 2) 0.0% (32) (0.1)% 30 (93.8)%
Net income (loss) $ (10,085) B5.4)% $ 1,292 47% $ (11,377) (880.6)%

Proforma agent commissions were $19.5 million for the six months ended December 31, 2008, a decrease of 3.8%
from $20.3 million for the six months ended December 31, 2007. Proforma agent commissions as a percentage of net
transportation revenue decreased to 68.6% of net transportation revenue the for six months ended December 31, 2008
compared to 73.1% for the comparable prior year period as a result of the introduction of Company owned operations
in Detroit, and Newark NJ as well as six Company owned stores within the Adcom network where operations were
not subject to agent commissions.

Proforma personnel costs were $4.2 million for the six months ended December 31, 2008, an increase of 2.6% from
$4.1 million for the six months ended December 31, 2007. Proforma personnel costs as a percentage of net
transportation revenue remained unchanged at 14.6% for the six months ended December 31, 2008 and for the
comparable prior year period.

Proforma other selling, general and administrative costs were $2,504,000 for the six months ended December 31,
2008, an increase of 11.5% from $2,245,000 for the six months ended December 31, 2007. As a percentage of net
transportation revenue, proforma other selling, general and administrative costs increased to 8.8% for six months
ended December 31, 2008 from 8.1% for the comparable prior year period.

Proforma depreciation and amortization costs were approximately $821,000 and $552,000 for the six months ended
December 31, 2008 and 2007, respectively. Proforma depreciation and amortization as a percentage of net

transportation revenue increased to 2.9% for the six months ended December 31, 2008 from 2.0% for the comparable
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prior year period.

Proforma restructuring cost incurred in the six months ended December 31, 2008 were $220,000 as a result of the
Adcom acquisition and relate to the elimination of redundant international personnel and facilities costs. These
restructuring charges will be paid out over a one year period. There were no similar costs for the comparable prior
year.

32

55



Edgar Filing: RADIANT LOGISTICS, INC - Form 10-Q

Proforma income from operations was $1,236,000 for the six months ended December 31, 2008 compared to income
from operations of $608,000 for the six months ended December 31, 2007.

Proforma other expense was $11,545,000 for the six months ended December 31, 2008 compared to other income of
$1,362,000 for the six months ended December 31, 2007. For the six months ended December 31, 2008 the Company
recorded an impairment charge to goodwill in the amount of $11,403,000. For the six months ending December 31,
2007, the Company recorded a $1.4 million change in estimate of the liabilities assumed in the acquisition of Airgroup
combined with an additional $487,000 in income recognized as a result of the related tax indemnity.

Proforma net loss was $10,085,000 for the six months ended December 31, 2008, compared to net income $1,292,000
for the six months ended December 31, 2007.

Liquidity and Capital Resources

Net cash used for operating activities for the six months ended December 31, 2008 was $1,792,000 compared to net
cash provided by operating activities for the six months ended December 31, 2007 of $626,000. The change was
principally driven by growth resulting in a decrease in working capital.

Net cash used for investing activities was $5,240,000 for the six months ended December 31, 2008 compared to net
cash used of $2,110,000 for the six months ended December 31, 2007. Use of cash for the six months ended
December 31, 2008 consisted primarily of approximately $4.8 million for the acquisition of Adcom, $191,000 spent
on technology and equipment, and $210,244 in net issuances of notes receivable. Use of cash for the six months
ended December 31, 2007 consisted primarily of $1.9 million for the acquisition of automotive assets and an
additional $185,000 spent on technology and equipment.

Net cash provided by financing activities for the six months ended December 31, 2008 was $7,664,000 compared to
net cash provided by financing activities of $961,000 for the six months ended December 31, 2007. Net cash
provided by financing activities for the six months ended December 31, 2008, consisted primarily of borrowings from
our credit facility for the acquisition of Adcom and additional borrowings to support working capital requirements
driven by the growth of the business. Net cash provided by financing activities for the six months ended December
31, 2007, consisted primarily of borrowings from our credit facility offset by payments to our former Airgroup
shareholders.

Acquisitions

Below are descriptions of material acquisitions made since 2006 including a breakdown of consideration paid at
closing and future potential earn-out payments. We define “material acquisitions” as those with aggregate potential
consideration of $1.0 million or more.

Effective January 1, 2006, we acquired all of the outstanding stock of Airgroup. The transaction was valued at up to
14.0 million consisting of: (i) $9.5 million payable in cash at closing; (ii) a subsequent cash payment of $0.5 million in
cash which was paid on December 31, 2007; (iii) as amended, an additional base payment of $0.6 million payable in
cash, $300,000 of which was paid on June 30, 2008 and $300,000 was paid on January 1, 2009; (iv) a base earn-out
payment of $1.9 million payable in Company common stock over a six-year earn-out period based upon Airgroup
achieving income from continuing operations of not less than $2.5 million per year and (v) as additional incentive to
achieve future earnings growth, an opportunity to earn up to an additional $1.5 million payable in Company common
stock at the end of a five-year earn-out period (the “Tier-2 Earn-Out”). Under Airgroup’s Tier-2 Earn-Out, the former
shareholders of Airgroup are entitled to receive 50% of the cumulative income from continuing operations in excess
of $15,000,000 generated during the five-year earn-out period up to a maximum of $1,500,000. With respect to the
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base earn-out payment of $1.9 million, in the event there is a shortfall in income from continuing operations, the
earn-out payment will be reduced on a dollar-for-dollar basis to the extent of the shortfall. Shortfalls may be carried
over or carried back to the extent that income from continuing operations in any other payout year exceeds the $2.5
million level. For the year ended June 30, 2007, the former shareholders of Airgroup earned $214,000 in base

earn-out payments. For the year ended June 30, 2008, the former shareholders of Airgroup earned and additional
$417,000 in base earn-out payments.
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During the quarter ended December 31, 2007, we adjusted the estimate of accrued transportation costs assumed in the
acquisition of Airgroup which resulted in the recognition of approximately $1.4 million in non-recurring
income. Pursuant to the acquisition agreement, the former shareholders of Airgroup have indemnified us for taxes of
$487,000 associated with the income recognized in connection with this change in estimate which has been reflected
as a reduction of the additional base payment otherwise payable to the former shareholders of Airgroup.

In November 2008, the Company amended the Airgroup Stock Purchase Agreement and agreed to unconditionally
pay the former Airgroup shareholders an earn-out payment of $633,333 for the earn-out period ending June 30, 2009
to be paid on or about October 1, 2009 by delivery of shares of common stock of the Company. In consideration for
the certainty of the earn-out payment, the former Airgroup shareholders have agreed (i) to waive and release the
Company from any and all further obligations to pay any earn-outs payments on account of shortfall amounts, if any,
that may have accumulated prior to June 30, 2009; (ii) to waive and release the Company from any and all further
obligation to account for and pay to the Tier-2 earn-out payment; and (iii) that the earn-out payment to be paid for the
earn-out period ending June 30, 2009 will constitute a full and final payment to the former Airgroup shareholders of
any and all amounts due to the former Airgroup shareholders under the Airgroup Stock Purchase Agreement.

In May, 2007, we launched a new logistics service offering focused on the automotive industry through our wholly
owned subsidiary, Radiant Logistics Global Services, Inc. (“RLGS”). We entered into an Asset Purchase Agreement
(the “APA”) with Mass Financial Corporation (“Mass”) to acquire certain assets formerly used in the operations of the
automotive division of Stonepath Group, Inc. (the “Purchased Assets”). Pursuant to the initial APA, the original
agreement of the transaction was valued at up to $2.75 million, and was later reduced due to indemnity claims asserted
against Mass.

In November 2007, the purchase price was reduced to $1.56 million, consisting of cash of $560,000 and a $1.0 million
credit in satisfaction of indemnity claims asserted by us arising from our interim operation of the Purchased Assets
since May 22, 2007. Of the cash component, $100,000 was paid in May of 2007, $265,000 was paid at closing, and a
final payment of $195,000 was to be paid in November of 2008, subject to off-set of up to $75,000 for certain
qualifying expenses incurred by us. Net of qualifying expenses and a discount for accelerated payment, the final
payment was reduced to $95,000 and paid in June of 2008. For more information, see Note 3 to our consolidated
financial statement included elsewhere herein.

Effective September 1, 2008, we acquired all of the outstanding stock of Adcom Express, Inc. The transaction was
valued at up to $11,050,000, consisting of: (i) $4,750,000.00 in cash paid at the closing; (ii) $250,000 in cash payable
shortly after the closing, subject to adjustment, based upon the working capital of Adcom as of August 31, 2008; (iii)
up to $2,800,000 in four “Tier-1 Earn-Out Payments” of up to $700,000 each, covering the four year earn-out period
through June 30, 2012, based upon Adcom achieving certain levels of “Gross Profit Contribution” (as defined in the
agreement), payable 50% in cash and 50% in shares of our common stock (valued at delivery date); (iv) a “Tier-2
Earn-Out Payment” of up to a maximum of $2,000,000, equal to 20% of the amount by which the Adcom cumulative
Gross Profit Contribution exceeds $16,560,000 during the four year earn-out period; and (v) an “Integration Payment”
of $1,250,000 payable on the earlier of the date certain integration targets are achieved or 18 months after the closing,
payable 50% in cash and 50% in our shares of our common stock (valued at delivery date).

A dispute has arisen between us and Robert Friedman, the former shareholder of Adcom, in connection with our
purchase of Adcom. Pursuant to the stock purchase agreement governing the transaction, the final purchase price was
to be adjusted post-closing based upon, among other things, the closing date working capital of Adcom. As of the date
of this report, we have been unable to agree with Mr. Friedman on the amount of Adcom's closing date working
capital. In addition, based upon information developed after the closing, we have asserted certain claims which we
believe constitute breaches of the representations and warranties included in the stock purchase agreement. If we are
unable to resolve our differences, we will be caused to seek dispute resolution in the manner governed by the stock
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purchase agreement. We have fully accrued for all amounts potentially due Mr. Friedman in connection with the stock
purchase agreement, but believe these amounts could be reduced by more than $500,000 pending the resolution of the
disputed amounts in our favor. Due to the initial stage of the proceedings, we are able to provide any definitive
guidance on the likely outcome of this matter. Assuming minimum targeted earnings levels are achieved, the
following table summarizes our contingent base earn-out payments related to the acquisition of Adcom, for the fiscal
years indicated based on results of the prior year (in thousands):
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Estimated payment anticipated for fiscal year: 2010 2011 2012 2013
9/1/2008 — 7/1/2009 — 7/1/2010 — 7/1/2011 -

Earn-out period: 6/30/2009 6/30/2010 6/30/2011 6/30/2012

Earn-out payments:

Cash $ 350 % 350 $ 350 % 350

Equity 350 350 350 350
Total potential earn-out payments $ 700 $ 700 $ 700 $ 700

Total gross margin targets $ 3,600 $ 4,320 $ 4,320 $ 4,320

Q) Earn-out payments are paid October 1 following each fiscal year end.

Credit Facility

We currently have a $15 million revolving credit facility (“Facility”’) with Bank of America, NA that expires in
2011. The Facility is collateralized by accounts receivable and other assets of the Company and our
subsidiaries. Advances under the Facility are available to fund future acquisitions, capital expenditures or for other
corporate purposes. Borrowings under the facility bear interest, at our option, at the Bank’s prime rate minus .15% to
1.00% or LIBOR plus 1.55% to 2.25%, and can be adjusted up or down during the term of the Facility based on our
performance relative to certain financial covenants. The Facility provides for advances of up to 80% of our eligible
accounts receivable.

The terms of the Facility are subject to certain financial and operational covenants which may limit the amount
otherwise available under the Facility. The first covenant limits funded debt to a multiple of 3.00 times our
consolidated EBITDA measured on a rolling four quarter basis (or a multiple of 3.25 at a reduced advance rate of
75.0%). The second financial covenant requires that we maintain a basic fixed charge coverage ratio of at least 1.1 to
1.0. The third financial covenant is a minimum profitability standard that requires that we not incur a net loss before
taxes, amortization of acquired intangibles and extraordinary items in any two consecutive quarterly accounting
periods.

Under the terms of the Facility, we are permitted to make additional acquisitions without the lender's consent only if
certain conditions are satisfied. The conditions imposed by the Facility include the following: (i) the absence of an
event of default under the Facility, (ii) the company to be acquired must be in the transportation and logistics industry,
(iii) the purchase price to be paid must be consistent with the our historical business and acquisition model, (iv) after
giving effect for the funding of the acquisition, we must have undrawn availability of at least $1.0 million under the
Facility, (v) the lender must be reasonably satisfied with projected financial statements that we provide covering a 12
month period following the acquisition, (vi) the acquisition documents must be provided to the lender and must be
consistent with the description of the transaction provided to the lender, and (vii) the number of permitted acquisitions
is limited to six per calendar year and shall not exceed $7.5 million in aggregate purchase price financed by funded
debt. In the event that we are not able to satisfy the conditions of the Facility in connection with a proposed
acquisition, we must either, forego the acquisition, obtain the lender's consent, or retire the Facility. This may limit or
slow our ability to achieve the critical mass we may need to achieve our strategic objectives.
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Given our continued focus on the build-out of our network of exclusive agency locations, we believe that our current
working capital and anticipated cash flow from operations are adequate to fund existing operations. However,
continued growth through strategic acquisitions, will require additional sources of financing as our existing working
capital is not sufficient to finance our operations and an acquisition program. Thus, our ability to finance future
acquisitions will be limited by the availability of additional capital. We may, however, finance acquisitions using our
common stock as all or some portion of the consideration. In the event that our common stock does not attain or
maintain a sufficient market value or potential acquisition candidates are otherwise unwilling to accept our securities
as part of the purchase price for the sale of their businesses, we may be required to utilize more of our cash resources,
if available, in order to continue our acquisition program. If we do not have sufficient cash resources through either
operations or from debt facilities, our growth could be limited unless we are able to obtain such additional capital. In
this regard and in the course of executing our acquisition strategy, we expect to pursue an additional equity offering
within the next twelve months.

We have used a significant amount of our available capital to finance the acquisition of Adcom. We currently have
approximately $2.7 million in remaining availability under the Facility to support future acquisitions and our on-going
working capital requirements. We expect to structure acquisitions with certain amounts paid at closing, and the
balance paid over a number of years in the form of earn-out installments which are payable based upon the future
earnings of the acquired businesses payable in cash, stock or some combination thereof. As we continue to execute
our acquisition strategy, we will be required to make significant payments in the future if the earn-out installments
under our various acquisitions become due. While we believe that a portion of any required cash payments will be
generated by the acquired businesses, we may have to secure additional sources of capital to fund the remainder of any
cash-based earn-out payments as they become due. This presents us with certain business risks relative to the
availability of capacity under our Facility, the availability and pricing of future fund raising, as well as the potential
dilution to our stockholders to the extent the earn-outs are satisfied directly, or indirectly, from the sale of equity.

Off Balance Sheet Arrangements

As of December 31, 2008, we did not have any relationships with unconsolidated entities or financial partners, such as
entities often referred to as structured finance or special purpose entities, which had been established for the purpose
of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. As such, we are not
materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in such
relationships.

Critical Accounting Policies

Accounting policies, methods and estimates are an integral part of the consolidated financial statements prepared by
management and are based upon management's current judgments. Those judgments are normally based on
knowledge and experience with regard to past and current events and assumptions about future events. Certain
accounting policies, methods and estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ from management's current
judgments. While there are a number of accounting policies, methods and estimates that affect our financial
statements, the areas that are particularly significant include the assessment of the recoverability of long-lived assets,
specifically goodwill, acquired intangibles, and revenue recognition.

We follow the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 142, Goodwill and Other
Intangible Assets. SFAS No. 142 requires an annual impairment test for goodwill and intangible assets with indefinite
lives. Under the provisions of SFAS No. 142, the first step of the impairment test requires that we determine the fair
value of its reporting unit, and compare the fair value to the reporting unit’s carrying amount. The Company has only
one reporting unit. To the extent the reporting unit’s carrying amount exceeds its fair value, an indication exists that
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the reporting unit’s goodwill may be impaired and we must perform a second more detailed impairment assessment.
The second impairment assessment involves allocating the reporting unit’s fair value to all of its recognized and
unrecognized assets and liabilities in order to determine the implied fair value of the reporting unit’s goodwill as of the
assessment date. The implied fair value of the reporting unit’s goodwill is then compared to the carrying amount of
goodwill to quantify an impairment charge as of the assessment date. We perform our annual impairment test during
our fiscal fourth quarter unless events or circumstances indicate an impairment may have occurred before that time.
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During the second quarter of fiscal 2009, the Company concluded that indicators of potential impairment were present

due to the sustained decline in the Company’s share price which resulted in the market capitalization of the Company
being less than its book value. The Company conducted an impairment test during the second quarter of fiscal 2009

based on present facts and circumstances at that time and its business strategy in light of existing industry and

economic conditions, as well as taking into consideration future expectations. As the Company has significantly

grown the business since its initial acquisition of Airgroup, it has also grown its customer relationship intangibles as

the Company added additional stations. Through its impairment testing and review the Company concluded that its

discounted cashflow analysis supports a valuation of its identifiable intangible assets well in excess of their carrying

value. Factoring this with management’s assessment of the fair value of other assets and liabilities results in no
residual implied fair value remaining to be allocated to goodwill. However, SFAS 142 does not allow the Company to

recognize the previously unrecognized intangible assets in connection with these new stations. As a result, at

December 31, 2008, the Company recorded a non-cash goodwill impairment charge of $11.4 million. The Company

does not expect this non-cash charge to have any impact on the Company’s compliance with the financial covenants in
its credit agreement.

Acquired intangibles consist of customer related intangibles and non-compete agreements arising from our
acquisition. Customer related intangibles will be amortized using accelerated methods over approximately 5 years and
non-compete agreements will be amortized using the straight line method over a 5 year period.

We follow the provisions of SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, which
establishes accounting standards for the impairment of long-lived assets such as property, plant and equipment and
intangible assets subject to amortization. We review long-lived assets to be 