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= As we believe that environmental issues are among the
factors that can affect companies’ long-term prospects
for success, we encourage companies to have a portion
of the executives’ compensation linked to those issues
to align executives with the company’ s climate strategy.
Companies should disclose the performance metrics they
use to evaluate executives’ performance as well as the
targets set. Those metrics should be quantifiable and
targets should be disclosed in advance.
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STOCKHOLDER OUTREACH AND ENGAGEMENT

We believe that regular stockholder engagement is key to strong corporate governance, and we recognize the value of engaging
in constructive dialogue with stockholders on numerous topics, including business strategy, governance, executive compensation,
corporate sustainability reporting and other important matters. We strive to continually improve in these areas, and we value the
opportunity to hold ongoing engagement discussions with stockholders throughout the year. We have traditionally met with stock-
holders in the spring prior to our annual meeting to discuss proxy proposals, as well as ESG topics.

In addition, throughout the year, our investor relations team and chief strategy officer engage extensively with our stockholders,
often together with our CEO. This engagement includes dialogue immediately following our quarterly earnings calls, participation
at investor conferences and other channels of communication. In 2020, XPO engaged with stockholders to discuss these matters
in two separate periods—in the weeks leading up to our 2020 Annual Meeting and in the latter months of the year, continuing into
early 2021. While the meetings during spring 2020 were primarily focused on items on the ballot at the annual meeting, the dis-
cussions provided significant insights on a range of topics and on executive compensation in particular. Collectively, our outreach
and engagement activities allow us to better understand the views of our stockholders by soliciting their feedback and sharing our
perspectives through dialogue.

OUTREACH AND ENGAGEMENT SUMMARY

, SPRING 2020
Key Engagement Topics
= Business Strategy, Including
[\ 0
Planned Logistics Spin-Off 63% 45%
Outreach Engaged

= Executive Compensation
= Corporate Governance In the spring of 2020, we proactively reached out to 24 of our larger institutional investors

Practices representing approximately 63% of our common stock, ultimately engaging with stockholders

representing 45% of our common stock. The objective of this outreach was to gather feedback on
proxy proposals for our 2020 Annual Meeting, as well as our executive compensation program
= Board Composition and and other governance and corporate sustainability practices.

Refreshment FALL/WINTER 2020 — EARLY 2021

= Diversity, Equity and
Inclusion

50%
Engaged

63%
Outreach

= Sustainability

= Safety and Human

Capital Management After making significant enhancements to our executive compensation program as a result of
discussions with stockholders in the spring of 2020, we further engaged with stockholders in the
fall and winter. We proactively reached out to institutional investors representing approximately
63% of our common stock, ultimately engaging with stockholders representing 50% of our
common stock. XPO'’s independent directors led meetings with eight large stockholders
representing approximately 40% of outstanding shares.
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Following the 2020 Annual Meeting, at which 67% of stockholders voted for the Say-On-Pay proposal, stockholder feedback
was shared with the Committee. The Committee met again in late spring 2020 to discuss the feedback and the potential
design of long-term awards in connection with new employment agreements for Mr. Jacobs, Mr. Cooper and Mr. Harik. These
awards were granted in July, consistent with our typical cadence for years in which long-term awards are granted. The
following chart demonstrates the ways in which the Committee sought to address stockholder feedback through the design,
metrics and cadence of these awards.

Topic

Goal Achievement
and Metrics

Stockholder Feedback

m Stockholders raised retention
questions around the “hit or miss”
construct of prior long-term awards,
particularly when used with
high-growth, long-term goals that are
challenging to realize

m Stockholders expressed a
preference for a sliding scale as a
retentive and risk-reducing measure

m Stockholders expressed a
preference for inclusion of a metric
relative to peers in the long-term
plan

Our Response

The Committee introduced a graduated sliding scale,
providing opportunity for executives to earn a payout
only if performance is at or above target; no award

amounts will be earned for below-target performance

m Maximum goals were set to reflect stretch goals while

target goals were set to represent ambitious but
reasonably attainable growth

m The award is balanced among three weighted

performance conditions, providing more stability in the
award structure, versus being “hit or miss” on
attainment of all goals

m The Committee added a relative adjusted cash flow

growth metric to ensure balance between absolute and
relative performance

ESG Alignment
and Metrics

m Stockholders discussed the
company'’s potential incorporation of
ESG metrics in its executive
compensation plan to better align
corporate goals with long-term
strategy for corporate sustainability
and societal impact

The Committee added an ESG scorecard to the
long-term incentive awards, weighted at 25%, with
measurable targets set for workforce safety,
environmental sustainability, information security, diversity
and human capital management, among other
categories

Approximately 80% of the ESG initiatives in the
scorecard are quantitative; non-quantitative measures
require achievement of pre-determined hurdles or binary
milestones in order to be certified

Pay-for-Performance
Alignment

m Stockholders inquired about XPQO'’s
benchmarking review process,
including the pay positioning the
company seeks to achieve against
peer performance

The Committee commissioned studies by both its
independent advisor and a management consultant to
evaluate realizable pay and performance on total
stockholder return; both studies found top
pay-for-performance alignment

The Committee’s view is that sustained performance on
stockholder returns at the top quartile warrants pay at
the top quartile

Outstanding Awards
and Cadence

m Stockholders requested clarity
around the timing and frequency of
executive grants and stated a
preference for regularity and
predictability in award-granting
practices

m Stockholders inquired why the
August 2018 award had not been
cancelled when granting the new
June 2019 award and how the

awards interact with each other

The Committee has committed to not grant additional
long-term awards to Mr. Jacobs, Mr. Cooper or Mr. Harik
while the 2020 LTI remains outstanding, barring
unforeseen circumstances, and excluding any potential
modifications to existing awards in connection with the
company’s plan to spin off our global logistics business

The Committee determined to leave the previously
granted PSU awards in place given that, if achieved and
earned, the target metric values would generate
extraordinary stockholder value creation
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