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THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS. Use Prescience Point LLC’s research opinions at your own risk. This is not investment advice nor should
it be construed as such. You should do your own research and due diligence before making any investment decisions with respect to the securities covered herein.
Forward-looking statement and projections are inherently susceptible to uncertainty and involve many risks (known and unknown) that could cause actual results
to differ materially from expected results. You should assume we have a short interest in Celadon Group stock and therefore stand to realize significant gains in the
event that the price of such instrument declines. Please refer to our full disclaimer located on the last page of this report.

Share Price:

On April 5, 2017, Prescience Point published a research paper (the “Initiation Report”) on Celadon
Group (“CGI” or “the company”). The report presented compelling evidence that CGl is fabricating

$4.40 its SEC financial statements and that shareholder value has been unsuspectedly siphoned out of the
. . company. We believe the company’s profits and TBV are highly overstated in its SEC filings and
Avg Daily Volume: that CGl is at the precipice of bankruptcy.
520k
Market Cap: In this report, we present troubling, NEW information, obtained through SEC FOIA requests, which
$124.5m confirms that CGl is the subject of an active SEC Enforcement Division investigation. CGI has
not disclosed these proceedings.
Debt:
$471.9m With CGl, we were already confident in our belief we are bearing witness to the real-time terminal
Enterprice Value: collapse of a troubled company. As discussed in our Initiation Report, CGI’s projected cash burn in
) 2H’17 of $80.1m far exceeds its borrowing availability of $54.3m and our estimate of ‘true’ TBV
$590.3m of ~$12m; as such, we expect the company to be insolvent within 1-2 quarters.
LTM Revenue: . . . . -
$1055m We now have reason to believe this collapse will be accelerated. The historical record indicates that
the disclosure of an SEC investigation when it comes to a company that has previously been accused
LTM Adj CFFO: of vastly overstating its financial position, results in the propulsion of a terminal collapse. For
-$28.9m example,
LTM Adj FCF: e Enron: Enron’s disclosure of an SEC investigation 10/22/2001 propelled its terminal
-$48.3m collapse. As demonstrated in this report, within just 1.5 months after disclosing the
Revolver Availability: investigation, Enron’s stock price collapsed by -99%, from over $20 to pennies, and it filed
~$54.3m (est) for_ banl_<ruptcy. _
e Wins Finance (WINS): On March 30, 2017, a Seeking Alpha author reported that data he
Auditor: received (acquired via an SEC FOIA request) confirms that Wins Finance is the subject of
BKD, LLP an active SEC investigation, propelling a collapse in the stock price. Over the past ~2
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weeks since this disclosure, WINS’ stock has fallen -79%.

In our view, all paths for CGI end at bankruptcy, with no recoverable value for current shareholders;
and the ongoing terminal decline we are witnessing is likely to accelerate in light of our revelation
of an SEC investigation.

We hope that current and future investors and creditors familiarize themselves with the risks
we have addressed and take immediate action to preserve the value of their holdings. We
have communicated our findings to CGI’s auditor BKD LLP, and we hope they consider
taking whatever precautions necessary to protect public shareholders.

We think CGlI stock is fundamentally worth $0.00/share and should be de-listed from the New
York Stock Exchange.
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CGI is Being Investigated by the SEC Enforcement Division

We received data in response to our Freedom of Information Act (“FOIA”) requests that confirms CGl is the subject of an active SEC
investigation. CGI has failed to disclose these proceedings.

In a letter dated March 3, 2017, the FOIA office denied our request for access to CGl’s investigative records by invoking Exemption (b)(7)(A)
of the FOIA. Citation of the (b)(7)(A) exemption means that the SEC deems the release of information it has collected on CGI could be
expected to interfere with law enforcement proceedings.

= An excerpt from the first page of the FOIA office’s response letter is provided below:

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
STATION PLACE
100 F STREET, NE
WASHINGTON, DC 20549-2455

Office of FOIA Services
March 3, 2017

Re: Freedom of Information Act (FOIA), 5 U.5.C. % 552
Reguest No. 17-01684-FOIA

pear

This letter is in response to your request, dated January
31, 2017 and received in this office on February 8, 2017, for
access to the main investigative file for Celadon Group, Inc.,
since January 1, 2013. Specifically, you listed six types of
records for which you were interested, as well as information
regarding confidential treatment requests.

We are withholding records that may be responsive to your
request under 5 U.S5.C. & 552(b) (7) (A), 17 CFR 5 200.80(b) (7) (i}.
This exemption protects from disclosure records compiled for law
enforcement purposes, the release of which could reascnably be
expected to interfere with enforcement activities. Eince
Exemption T7(&) protects the records from disclosure, we have not
determined if other exemptions apply. Therefore, we reserve the
right to assert other exemptions when Exemption 7(A) no longer
applies.

= Again, by invoking Exemption (b)(7)(A), the SEC has acknowledged that CGl is the subject of an ongoing SEC investigation. Per the
Department of Justice,

The first subpart of Exemption 7 of the Freedom of Information Act, Exemption 7, authorizes the withholding of
'records or information compiled for law enforcement purposes, but only to the extent that production of such law
enforcement records or information . . . could reasonably be expected to interfere with enforcement proceedings.'



https://www.justice.gov/oip/foia-guide-2004-edition-exemption-7a
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= For further confirmation of the existence of an investigation, we sent an administrative appeal to the General Counsel’s office. In
its response, the General Counsel’s office denied our access to CGl’s records by once again invoking Exemption (b)(7)(A), stating
that releasing investigative records on CGI could “interfere with ongoing enforcement proceedings.” By doing so, the General
Counsel’s office has confirmed that CGl is the subject of an active SEC investigation. An excerpt from the first page of the General
Counsel’s response letter is provided below:

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

OFFICE OF THE
GENERAL COUNSEL

Stop 9612 March 13, 2017

Re:  Appeal, Freedom of Information Act Request No. 17-01684-FOIA, designated on
appeal as No. 17-00271-APPS

Dear [N

This responds to your Freedom of Information Act (FOIA) appeal of the FOIA Officer’s
denial of your January 31,2017 FOIA request for certain investigative records concerning
Celadon Group, Inc. that the Commission has obtained or generated since January 1, 2013. By
letter dated March 3, 2017, the FOIA Officer denied your request pursuant to FOIA Exemption
(b)(7)(A). On March 9, 2017, you filed this appeal challenging the FOIA Officer’s invocation of
Exemption 7(A). Thave considered your appeal and it is denied.

I have determined that the FOIA Officer correctly asserted Exemption 7(A)." There is a
two-step test to determine whether information is protected under Exemption 7(A), whether:
(1) a law enforcement proceeding is pending or prospective, and (2) release of information about
it could reasonably be expected to cause some articulable harm.” We have confirmed with staff
that releasing the withheld information could reasonably be expected to interfere with ongoing
enforcement proceedings.’
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Overwhelming Evidence of Wrongdoing Means that Future Enforcement Actions Are Likely Inevitable

Based on our analysis, CGI has left a paper trail of wrongdoing: Its most recent SEC filings contain an overwhelming amount of evidence
that indicates it grossly fabricated its financial reports. For example, as detailed in our Initiation Report, the JV subscription agreement filed
on February 10 contains what, in our view, amounts to incontrovertible proof that CGI lied about collecting a $31.8m receivable from
Element. Given how thorough its investigations generally are, we believe the SEC is almost certain to take notice of such seemingly
definitive evidence of misconduct during its review of CGl’s filings. Therefore, we fully expect the SEC’s investigation to result in severe
enforcements actions against the company and its senior management team.

A quick recap of our findings about the $31.8m receivable is provided below:

e  CGl claimed in its January 6™ 8-K and Q2’17 10-Q that it collected on a $31.8m receivable from Element prior to the JV closing.

e The truth, as later disclosed in the JV subscription agreement, is that CGl received a $31.8m sham ‘daylight loan’ from Element
which was then immediately paid off at the JV closing. Thus, it appears CGl was not reimbursed by Element and should have
written off this receivable in its Q2’17 financial statements; in not doing so, CGl inflated its asset values.

e This, in our view, amounts to incontrovertible proof that CGl inflated its Q2’17 TBV and profits by at least $31.8m.

‘What CGl Disclosed inits 1/6/17 8-K & 02’17 Earnings Release What Was Disclosed in the IV Subscription Agreement

Source: CGI 8-K Filed on 1/6/17 — Source: IV Subscription Agreement Filed on 2/10/17 -
At the closing of the Element Investment,

5 ] . .
Tl" r:; {i} Elementshali transfer, convey, and assign to the Company the
_(in millions) Deseription Element Assets;
5 4,600 Cash received - redemption fii} Element shall make aloan to the Company in the principal
6,700 Cash received — receipt of deferred purchase price cash amaount of 531,800,000 {the “Element Daylight Loan™}, which shall

50,000  Cash received ~ sale of Quality equipment

1600 Cash received = reimbursement of Other Assets be evidenced by this Agreement, and the Company shall pay

Collection (35.300) Cssh invesicd in 19 ™ Capital at closing 531,800,000 to Celadon in respect of the Payment;
Df Lease 5 57,500  Net cash recerved at closing
shortfall At the closing of the Celadon Investment,
Advances Source: CGl Q2°2017 Earnings Release — (i} Celadon shall transfer, sell, and assign all of its interests in the
Quality Assets to the Company;
« Successhd consummation of our non-controlled joint venture, 195 Capital Group {ii} Celadon shall transfer 531,800,000 in cash to an account
= Coniribubed the asset intensive Cuality reverse equipment sales. and leasing business io 15™ Capdal Group, to complets the dES"g"lCIfEdﬁly' the CCI'T?,EICI’U-’ and the G‘.'IFI’?JJCI"U-' shail repay the
conversion of Cuality 1o a recurring revenue assst light business with ltthe ongaing capital investmant e T R ' ' : B '
* Sold equipment reconded under assets held Tor saks, leasing assets held for sale, and lasing assels Element Dayiight Loan in full;
= Roduced net debt by approximalely $64 milion during the December quarer.
+ Collectsd the $31.8 million amount previously reconded under "Other assets”. . " -
+ Reabocabed approdmately 45 iracion fom our less profitable imegular mute irackload Busingss inkd mons proftabli operalions *Note: The IV is referred to as “the Company” in the above
disclosures.
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Like CGI, Like... Enron?

We always index the companies we expose against accounting frauds past; in doing so, we develop better understandings of our subjects.
Further, we have found no better predictor for how things will unfold than tracking against a what we deem to be a historical parallel.

We initially decided to compare CGI against Enron because Enron was notorious for using off-balance sheet entities and related party
transactions to fabricate its SEC financial statements and siphon shareholder value out of the company. CGI has used these same structures
and methods, in our opinion, to achieve the same results. Beyond these factors, we found the similarities ran much deeper. We are
confident that the CGI of today is similar to the Enron of 2001, and that the company will meet a similar fate.

The table below demonstrates some of the most troubling similarities:

Celadon Bears a Striking Resemblance to the Enron Fraud **
Celadon Group Enron Comments **

¢ Enron used off b/s special purpose entities (SPEs) to inflate its

Use of opaque off-balance assets & profits, hide liabilities and siphon money to mgmt as

entities & related party the company collapsed
NS Ao * CGI h.as used off-balance sheet JVs to mflate. its asset.s & profits
and siphon money to mgmt as the company is collapsing

* Enron used improper revenue recognition, mark-to-market

Inflation of assets and profits accounting and SPEs to fabricate its financials

via improper accounting ¢ CGl has used off-balance sheet transactions, PP&E inflation and
other improper accounting tactics to fabricate its financials

* From 1998 to 2000, Enron reported a cumulative net profit of
$2.6Bn while its FCF was a LOSS of $4.1Bn

* CGl's reported LTM Q2'17 net profit was 52.5m while its FCF was a
LOSS of more than 548m

Dismal earnings quality & FCF
burn

* Enron's fabrications masked its insolvent condition (>513Bn of

I I t fi jal diti debt, deeply negative FCF) and prevented a covenant default
nsolvent financial condition * CGl's fabrications have masked its insolvent condition ($471.9m of

debt, deeply negative FCF) and have prevented a covenant default

. . . * |n 2000, Enron was Arthur Andersen's 2nd largest account
High audit fees signal elevated - ) - -
¢ CGl is by far BKD-Indiana's largest public company client. CGl's fees

financial risk to BKD have increased ~180% in just two years

¢ 13 of Enron’s 18 analysts rated the stock as a Buy just months prior

Overly bullish / clueless Wall
Street analysts

to its collapse
* 4 of 6 CGl analysts have rated the stock as a Buy, with an average

CLSL S S«
CLESC LS S«

price target of ~511

** Reflects Prescience Point Research Opinions




sciencepoint.com

Effect of Disclosure of an SEC Investigation on the Stock of Troubled Cos.

The historical record indicates that the disclosure of an SEC Investigation when it comes to a company that has previously been accused of
fabricating its financials and vastly overstating its TBV, results in the propulsion of a terminal collapse. We believe we are currently
witnessing CGl’s terminal collapse in real time.

Enron stock collapsed 99% and it declared Ch 11 bankruptcy in only 1.5 months after it disclosed an SEC
investigation.

One of the most shocking aspects of the Enron story was just how quickly the situation unraveled: Enron’s disclosure of an SEC investigation
in 2001 propelled its terminal collapse. Within just a month and a half after making this disclosure, Enron’s stock price collapsed by -99%,
from over $20 to pennies, and it filed for bankruptcy.

Based on our discovery and confirmation of an active SEC investigation, and our assessment that CGI has grossly fabricated its SEC
financials to mask a dire financial condition, we believe CGI faces an unwind of similar speed and consequence.

SEC Investigation Propels Enron’s Terminal Collapse*

10/16/01: Enron reports Tra
$638m loss and $1.2B
equity write-off : 10/17/01: SEC launches
C inquiry into Enron’s
related party transactions

oo

10/22/01: Enron discloses
SEC inquiry regarding
related party transactions

10/31/01: SEC 1/15/02: Enron stock
opens formal delisted from the NYSE
investigation

1/9/02: Justice Department confirms it has
begun a criminal investigation of Enron

12/2/01: Enron files
for Ch11 bankruptcy

*Prescience Point Research Opinions

Sources: Bloomberg; Enron’s 9/30/01 10-Q filing with the SEC; NYT.com: Timeline: A chronology of Enron Corp.
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Management Goes Radio Silent on Shareholders: A Tacit Admission of Guilt?

CGI appears to be navigating the most perilous time in its history; based on our analysis, it is running dry of liquidity and faces critical
questions about its accounting and business practices. CGI’s stock has collapsed by >30% in just the past 2 weeks. Yet, as opposed to fairly
representing CGl’s shareholders with efforts to re-instill market confidence, management has gone radio silent. In effect, CGl management
has turned its back on shareholders, most likely in the interest of self-preservation. The signaling effect of this choice of response should
be deeply concerning and interpreted as a tacit admission of guilt.

If we are right in our assessment of this company (refer to our Initial Report), CGl may be on the hook for serious legal infractions. Essentially,
we believe investors and creditors were lied to as shareholder value was unsuspectedly sucked out of the company, and that CGI now sits
at the precipice of bankruptcy.

=  We now know the company is being actively investigated by law enforcement. CGI faces great legal risk.
= Any competent legal team would advise its at-risk client to maintain complete silence to avoid further implication, as the walls
are already caving in.

In our view, management’s silence is likely at the advice of legal counsel, and it should be interpreted as a glaring red flag.

CGl is not even responding to private email requests for contact

Equally as concerning, management has appeared to be completely unreachable for a period of ~4 weeks now. We have attempted email
contact of CGI management and investor relations on several occasions, both before and after we published our Initiation Report. We have
yet to receive a single response.

Multiple Emails Pre-Publication — NOT A SINGLE RESPONSE

request for call
5 messages

Email Directed to CGI IR and CFO, 2 Days Post-Publication of Our Initiation Report

request for call

Prescience Point <research@presciencepoint.com=> Mon, Apr 10, 2017 at 8:24 PM  Prescience Point <research@presciencepoint com= Thu, Mar 23, 2017 at 11:58 PM

To: jweigel@celadongroup.com
Ce: bpeavler@celadongroup.com, rpeavler@celadongroup.com
Bcee: research@presciencepoint.com

Joe,

Our firm published a short biased research report on Celadon Group last week, which revolved around accounting
iregularities we identified in Celadon's SEC filings and other public disclosures.

We would like to discuss our findings with you and Celadon CFO Bobby Peavler to better understand the causes of
these imegularities, which suggest Celadon has overstated its assets, and hence its financial position, by at least
$219m. In tum, this means that Celadon's tangible book value has been eroded to no mare than $.42/share, while your
balance sheet reports a TBY of $10.80/share: In other words, our analysis indicates Celadon's reported tangible book
value is overstated by at least 25x.

We attempted to open a dialogue with you several times prior to the publication of our report, to give you the opportunity
to set the record straight. Obviously, you never responded to any of our requests. We are reaching out to you again, in
hopes that you will answer to the allegations (which are supported by the analysis of an independent forensic accounting
firm) and provide the basis for the accounting irmegularities identified in our report.

Can you and Bobby make yourself available tomomow, early aftemoon?

Your prompt response is greatly appreciated.

To: jweigel@celadongroup.com
Bcc: Prescience Point <research@presciencepoint.com>

Joe,

We've been assessing the merits of Celadon as an investment opportunity for several months now. We have some
questions pertaining to the business, transactions and potential transactions, and some accounting related inquiries.

Are you available for an introductory call tomorrow aftemnoon? If so, please let me know of a time that works. If not,
please let me know if you have availability on Monday.

Your time is greatly appreciated.

Prescience Point <research@presciencepoint.com>
To: jweigel@celadongroup.com
Bcc: research@presciencepoint.com

Fri, Mar 24, 2017 at 1:39 PM

Joe,
Checking back in. Can you make yourself available this aftemoon or on Monday moming?

Thanks
[Quoted text hidden]

Prescience Point <research@presciencepoint.com=
To: jweigel@celadongroup.com
Bcc: research@presciencepoint.com

Sun, Mar 26, 2017 at 4:15PM

Joe,

We have now reached out to you multiple times. Your response would be greatly appreciated. We would like to schedule
a call with you for tomorrow morning, if your schedule permits

Can you make yourself available for an hours time? If not tomorrow moming, are you available tomorrow afternoon?

Please let us know, and thank you for your consideration.
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Legal Disclaimer:

This research report expresses our research opinions, which we have based upon certain facts, all of which are based upon publicly
available information, and all of which are set out in this research report. Any investment involves substantial risks, including complete
loss of capital. Any forecasts or estimates are for illustrative purpose only and should not be taken as limitations of the maximum possible
loss or gain. Any information contained in this report may include forward looking statements, expectations, and projections. You should
assume these types of statements, expectations, and projections may turn out to be incorrect for reasons beyond Prescience Point LLC’s
control. This is not investment advice nor should it be construed as such. Use of Prescience Point LLC’s research is at your own risk. You

should do your own research and due diligence before making any investment decision with respect to securities covered herein.

You should assume that as of the publication date of any report or letter, Prescience Point LLC (possibly along with or through our
members, partners, affiliates, employees, and/or consultants) along with our clients and/or investors has a short position in all stocks
(and/or are long puts/short call options of the stock) covered herein, including without limitation Celadon Group (“CGI”), and therefore
stands to realize significant gains in the event that the price of its stock declines. Following publication of any report or letter, we intend
to continue transacting in the securities covered therein, and we may be long, short, or neutral at any time hereafter regardless of our

initial recommendation.

This is not an offer to sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any
jurisdiction in which such offer would be unlawful under the securities laws of such jurisdiction. Prescience Point LLC is not registered as

an investment advisor.

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to
state material facts necessary to make the statements herein not misleading, and all information has been obtained from public sources
we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who may otherwise
owe any fiduciary duty or duty of confidentiality to the issuer, or to any other person or entity that was breached by the transmission of
information to Prescience Point LLC. However, Prescience Point LLC recognizes that there may be non-public information in the possession
of Celadon Group or other insiders of Celadon Group that has not been publicly disclosed by Celadon Group. Therefore, such information
contained herein is presented “as is,” without warranty of any kind — whether express or implied. Prescience Point LLC makes no other
representations, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to the results

to be obtained from its use.
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