XL Fleet Corp (NYSE XL): More SPAC Trash

‘I can't believe they're a public traded company. I'm literally
dumbfounded that this actually happened... | was paid to lie. | was
paid to falsify and exaggerate my pipeline.”

— Former XL Employee A

“Even if [potential customers] have no interest, my boss tells me
fo go into Salesforce and create an opportunity for 100 chassis with
hybrid systems in it... You're talking another $1 million or $2 million
that goes into the pipeline that's really not there.”

— Former XL Employee B

‘I was told to [exaggerate my pipeline], but | didn't do it. That

was, yes, it wasn't that good for me.”
— Former XL Employee C, who was subsequently laid off
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“The investment banking profession will sell shit as long as shit can be sold”
— Charlie Munger on SPACs, February 24, 2021.

Muddy Waters is short XL Fleet Corp. (NYSE: XL) because it strikes us as middle of the fairway SPAC
garbage. We conclude that the real green technology at XL is duping investors into throwing money at this
company through a collection of exaggerations, half-truths, and mistruths. XL’s previous equity raise
(Series D) appears to have been at a valuation of approximately $73 million, which is a far cry from its
SPAC valuation.

Former salespeople stated that they were pressured to inflate their sales pipelines materially in order to
mislead XL’s board and investors. These former salespeople and other employees also told us that XL
misleads its customers about performance and savings; and, that due to these exaggerations, customer
reorder rates are in reality quite low. (One former employee ballparked the reorder rate at only 10%.) We
also understand that roughly half of the customers XL touts in its investor presentation are inactive.

We give very little credence to the narrative that XL will be a serious player in full vehicle electrification. It
appears to have little valuable proprietary technology. In fact, some former employees laughed out loud
when we asked them whether XL can compete in EVs.

Although XL is capable of announcing a “strategic partnership” that “includes the opportunity to explore”
installing charging stations at the arena where its SPAC promoter’s team plays, we doubt that its EV
technology will allow it to do much more than pump out highly promotional press releases. We see little
reality to the Blue Sky story with which this stock has been promoted.
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EXAGGERATED BACKLOG AND CUSTOMER RESULTS

+ XL’s management systematically inflates the company’s backlog.

+ XL’s claimed customer base appears grossly overstated.

« We understand from former employees that at least 18 of 33 touted customers were inactive.

* Numerous XL customers reportedly have not reordered due to poor performance and regulatory issues.
+ The majority of touted customers are reportedly inactive.

+ XL uses the City of Seattle as a case study, but in reality, Seattle appears to have had much worse results than
claimed.

MISLEADING CUSTOMERS ABOUT MILEAGE GAINS AND ROI

+ XL seemingly does not achieve stated MPG gains or generate claimed ROls for customers.

+ XL misleadingly claims that its technology leads to 25%+ MPG gains.

« We understand that fleet-wide savings are generally only 5% to 10%, and are sometimes negative.
+ XL’s plug-in hybrid also significantly underperforms XL's efficiency claims.

+ XL cherry-picked data and blamed MPG misses on customers’ drivers.

« XL is opaque with customers about its data, which has helped drive customers away.

« XL claims positive fleet ROl of 55.7%, but its calculations are disingenuous. Our adjustments yield negative ROI.
EXAGGERATED SALES PROJECTIONS

« Former XL employees literally laughed out loud at XL’s revenue projections.

+ XL’s hockey stick revenue growth projections are unsupported by its pipeline.

+ Despite not being an EV company, XL promotionally tries to compare itself with notable EV players.
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WEAK TECHNOLOGY

+ XL does not have the engineering talent or knowhow to compete in electric vehicles.

+ XL lacks the supply chain and proprietary technology for effective full electrification.

« XL’s actual timeline and cost structure for EV builds are poorly disclosed, raising questions.
+ XL’s announcement of future Class 7-8 upfits seems highly promotional.

+ XL’s EV/Hybrid garbage truck appears to be a distraction with limited potential.

* Undergraduate interns reportedly filled a number of engineering roles.

WHAT’S XL REALLY WORTH?

« XL’s reportedly raised its most recent equity funding round at a ~$73 million valuation, a fraction of its SPAC
valuation.

+ XL went from PPP loan recipient to billion-dollar SPAC in six months. Really???
+ XL lost CARB certification in 2019 and seemingly cannot sell into California.

+ XL reportedly had significant supply chain woes indicative of a bit player.

XL GRID AND XL LINK ARE NOT SOLUTIONS TO XL'S REVENUE PROBLEM

« There appears little proprietary about XL Grid, XL’s electrical charging product.

+ We view XL Grid’'s recent announcement as a sham, which if it actually comes to fruition, only does so because
of the conflicts of interest.

WHAT BLUE SKIES?
« Ford, GM, and Rivian are entering the EV market and stand to eat XL’s lunch.
+ Potential XL customers are placing large orders with OEMs, not with XL.

+ Government incentives are disappearing: potential customers no longer get thousands of dollars in rebates on
hybrids.
«  Without subsidies, XL’s value proposition worsens even further.
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EXAGGERATED BACKLOG AND
CUSTOMER RESULTS

MUDDY WATERS CAPITAL XL FLEET 6



Exaggerated Backlog and Customer Results
« XL’s management systematically inflates the company’s backlog.
+ XL’s claimed customer base appears grossly overstated.
 We understand from former employees that at least 18 of 33 customers XL featured were inactive.

 Numerous XL customers reportedly have not reordered due to poor performance and regulatory
issues.

« XL uses the City of Seattle as a case study, but in reality, Seattle appears to have had much worse
results than claimed.
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Exaggerated Backlog and Customer Results

XL MANAGEMENT SYSTEMATICALLY INFLATES THE COMPANY’S BACKLOG

XL claims a backlog of $220+ million. This number is key to XL’s sales projections, appearing twice in
XL’s SPAC slide deck. However, our conversations with former employees suggest XL’s “pipeline” is a
fiction created under pressure from senior managers. We understand that the rot emanates from XL
management, who further embellished their employees’ already exaggerated pipeline entries.

...Creating strong momentum and
significant long-term growth opportunities

$220m+ 3x

12-mo sales revenue growth
pipeline in 2020

Accelerating Unit Sales Supported by Robust Pipeline

v' $220+ million sales pipeline for next 12 months, 2020F 95% booked

“If you even talk to a guy, whether he expressed interest or not, you always created an opportunity for
5-10 vehicles [in Salesforce]. OEM? 50 - 100 vehicles... The numbers always looked good to the [XL]
board, and they looked good to people like you... Me and the other salespeople always talked... | was
always skeptical of that—if it’s not legitimate, why the hell are we putting it in?” — XL Former Employee B

“Once a quarter before board meetings, | would find that a bunch of my deals with larger [potential
sales] numbers behind them would have been exaggerated substantially in their probability to close: from
25% up to 75%. For that brief week when the board was in town, my deals were at 75%, and | would have
nothing to do with that. That was [manager name redacted]. A minimum of four times a year he would
exaggerate my pipeline substantially to report to the board.” — Former XL Employee A

MUDDY WATERS CAPITAL XL FLEET 8



Exaggerated Backlog and Customer Results

XL’S CLAIMED CUSTOMER BASE APPEARS GROSSLY OVERSTATED

Below is XL’s stated customer list, which includes 33 logos.! Former employees told us that many of

these had not ordered vehicles for a long time. In a March 2, 2021 appearance on CNBC with Jim Cramer,
XL CEO Tod Hynes deflected a question about whether its customers include some of the names below.

Diverse Base of Customers Operating Over 1 Million Vehicles Globally
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1 Source: XL September 2020 presentation, p. 12

MUDDY WATERS CAPITAL XL FLEET



Exaggerated Backlog and Customer Results

WE UNDERSTAND FROM FORMER EMPLOYEES THAT AT LEAST 18 OF 33 CUSTOMERS XL
FEATURED WERE INACTIVE

The list shrinks by over half after removing reportedly inactive customers:?
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2 |nactive customers defined as no reorders over at least 2019 - 1H 2020, per interviews with three former XL employees.
NB: Large fleet customers should generally request rolling vehicle replacements each year.
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Poor Retention Resulting from XL’s Exaggerations

NUMEROUS XL CUSTOMERS REPORTEDLY HAVE NOT REORDERED DUE TO POOR
PERFORMANCE AND REGULATORY ISSUES

We believe that XL’s high customer attrition rate stems from XL’s lack of engineering edge, its misleading
efficiency claims, and its substantial issues with regulatory approval.3

“‘Almost no one reorders... it’s maybe 10%. To get your order in the first place, it’'s a months and
months wait, you’re angry, and then the thing doesn’t work as promised. ‘6% improvement for $15,000?
We’re not going to buy any more of these things.”” — Former XL Employee A

“PGE had 13 to 15 trucks. He [fleet manager] was promised 50% savings and he

!

/Qrt/lagg General got less than 10%... We created a report saying it’s their fault they're idling too much
and driving above the speed limit... He got in hot water because he didn’t receive the
savings promised.”

- “SDGE had ordered 35 vehicles with the intent of putting them in service when XL

SDGE regained CARB approval, but that never happened. That was $525,000 in lost

T annual revenue.”

’ pepsi “It wasn’t saving them enough money on the small stuff [fleet vehicles] to warrant

J it anymore... Pepsi wasn’t going to buy anymore.”

CalVans is a massive order that XL lost: $2.5 million per year ... indefinitely. XL
(7 could not fulfill the order in 2019 or 2020 because they didn’t have CARB approval.
' W’” That's an example of a customer that didn't care about the technology. All they want
is to put a kit on there. They could actually unplug it... they don't care because
someone else is paying [incentives] for the hybrid. [XL] couldn’t do the order”

3 Sources anonymized to protect identities, given personally identifying nature of customer-level discussion. Sources are former XL employees and a former customer.

R
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Poor Retention Resulting from XL’s Exaggerations

THE MAJORITY OF TOUTED CUSTOMERS ARE REPORTEDLY INACTIVE:
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An Exelon Company

Cttsty
Safelite.

£ FERGUSON

> oo

—a A
Hawaiian Electric

EDISON

A Alabama Power
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“They wanted to see how their vehicles were performing, and what data we had
compared to data we had. They wanted real time access to the XL Link, and we
weren’t able to give it to them. The company wouldn'’t allow it, because | think the
data would not show in a favorable light what the vehicles were doing.”

“When they sold off distribution, distributors weren’t interested. Distributors didn’t
want to spend money upfront to outfit them... they will probably replace them with
the latest and greatest ICE van.”

“Ten-vehicle pilot program. They haven’t bought any more.”

‘Just a pilot, two or three trucks; they haven’t repeated the order and it’s been
three to four years.”

‘It was a pilot, three trucks. They will never order again.”

“They did a pilot... it’s bullshit. The fleet manager wasn’t interest in speaking [to
XL]. I don’t know if he even knows where their one vehicle is. Not a repeat order.”

“They had two plug-in hybrid vehicles. The way they drove their trucks to their job
sites sometimes 70 miles away, there was zero benefit from the hybrids. The utilities
are really good at looking at their telematics and what they spend and save on fuel. It
was hard to justify the capital investment to purchase any additional vehicles.”



Poor Retention Resulting from XL’s Exaggerations

DESPITE XL'S SEATTLE CASE STUDY, SEATTLE APPEARS TO HAVE HAD POOR RESULTS

XL’s claim:

City of Seattle / Horton Ambulance

» 27 HEV ambulances and vans; mostly
deployed at Seattle departments

» Supporting “Drive Clean Seattle
Initiative”

+ Estimated $700,000+ lifetime
operational savings

Former Employee’s rebuttal:

“[The City of Seattle case study] is my falsification. So they did buy a lot, but are they seeing a 20%
improvement... No, hell no, they're not, it's a blatant lie. If | had access to the XL Link, it'd be the easiest
thing in the world to prove otherwise... they're not getting any improvement on these things. [Seattle’s
fleet manager] will not buy another vehicle from us... you think adding an extra 800 pounds to an already
weighed-down ambulance is really going to increase MPG?.. You add a bigger battery onto an

overweighted chassis, it's going to bog the thing down, make it even slower and even worse MPG.”
e
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MISLEADING CUSTOMERS ABOUT
MILEAGE GAINS AND ROI
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Misleading Customers About Mileage Gains and ROI
+ XL seemingly does not achieve stated MPG gains or generate claimed ROIs for customers.
« XL misleadingly claims that its technology leads to 25%+ MPG gains.
 We understand that fleet-wide savings are generally only 5% to 10%, and are sometimes negative.
« XL’s plug-in hybrid also significantly underperforms XL'’s efficiency claims.
« XL cherry-picked data and blamed MPG misses on customers’ drivers.
« XL is opaque with customers about its data, which has helped drive customers away.

XL claims a positive fleet ROl of 55.7%, but its calculations are disingenuous. Our adjustments yield a
negative ROI.
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Misleading Customers About Mileage Gains and ROI

XL SEEMINGLY DOES NOT ACHIEVE STATED MPG GAINS OR GENERATE CLAIMED ROIs FOR
CUSTOMERS

There are two elements to XL’s misrepresentations to its customers — exaggerated mileage gains and
aggressive ROl modeling assumptions. Based on our conversations with former XL employees, we
conclude that the company’s technology seldom — if ever — generates the advertised 25-50% fuel savings.
We estimate the savings is really only 5% - 10%. Three former employees told us that they were
instructed to cherry-pick customer information from XL’s quarterly performance reports in order to
exaggerate the technology’s effectiveness, while blaming inadequate MPG savings on the customers’
drivers. Similar to the fuel efficiency exaggeration, XL appears to routinely pad ROI calculations to
prospective customers. We believe that XL inflates ROIs primarily by using unrealistically high gas prices
and vehicle service life. We believe that the actual ROI XL’s customers generate on average is
NEGATIVE.
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Misleading Customers About Mileage Gains and ROI

XL MISLEADLINGLY CLAIMS THAT ITS TECHNOLOGY LEADS TO 25%+ MPG GAINS

The claims:

XL Fleet is Well-Positioned Across Electrification Spectrum
XL's Proprietary HEV PHEV EV FCEV
Technologies /

ALhybnd. {Lplug-in.

* Improve MPG (~25%) & meet sustainability * Innovative plug-in hybrid system that is
goals without compromising performance revolutionary in its simplicity

* No operational risk or infrastructure required + Highly-efficient — capable of driving up to 50%
for fleet operators savings in MPG

MUDDY WATERS CAPITAL XL FLEET 17



Misleading Customers About Mileage Gains and ROI

WE UNDERSTAND THAT FLEET-WIDE SAVINGS ARE GENERALLY ONLY 5% to 10%, AND ARE
SOMETIMES NEGATIVE

Reality seems to fall well short of what XL claims. We understand that fleets generally received only 5-
10% MPG efficiency gains and negative ROI.

“Their numbers are based upon a bare-boned F-150 on a dyno [dynamometer] in optimal, optimal
circumstances, but the second you add weight or a passenger or human error to that, it all goes out the
window.” — Former XL Employee A

“The things that it doesn’t cover is climbing hills; the simulation is all flat... Every time you take a turn,
you’re expending energy to make that turn. Those are real-world situations it doesn’t simulate.” — Former
XL Employee F

“If you were in the exact drive cycle that was optimal for those vehicles, a city drive cycle with very
much stop and go and little idling, you did get 25%. But that drive cycle was applicable to probably 15% of
vehicles that they installed systems on. If you were purchasing a system and weren’t in that city drive
cycle, your savings were ... Probably between 5 - 10%... definitely not 25%.” — Former XL Employee |

“It’s like a Formula One circuit; you’re cornering these turns and trying to optimize the levels of throttle
and brake. You try to make sure during your throttle up that you take as much power from the hybrid
battery pack as possible. You start this drive when a full battery... A lot of the parameters don’t really
match what you’d see in a real road scenario.” — Former XL Employee G
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Misleading Customers About Mileage Gains and ROI

XL’S PLUG-IN HYBRID ALSO SIGNIFICANTLY UNDERPERFORMS XL'S EFFICIENCY CLAIMS

XL’s underperformance applies not only to its conventional hybrid product, but extends to its newer plug-
in hybrid as well.

“The [plug-in hybrid] ones they did have out, they claimed a 50% increase in miles per gallon, the most
any of them got were 35-40%.... average was 25-35%.” — Former XL Employee B

“Never would you come across 50% on the plug-in... The 50%, it’s insane that it’s advertised... You
might see a decrease in MPG because you’re adding 800 pounds of batteries to the back of an F-150 and
expecting it to achieve performance.” — Former XL Employee A
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Misleading Customers About Mileage Gains and ROI

XL CHERRY-PICKED DATA AND BLAMED MPG MISSES ON DRIVERS

We found that XL encouraged its employees to present a highly manipulated set of metrics to customers
to demonstrate MPG savings; or, barring that, XL employees blamed fleet drivers for not understanding
the technology.

‘I gave dozens of... presentations to fleet managers, generated out of XL Link, the onboard telematics
system in each vehicle with XL technology. What this report indicates, is either no improvement in MPG,
slight improvement in MPG, or a loss of overall MPG. Keep in mind these kits are $25,000 each, add 750
Ibs of curb weight, and take up very valuable bed space, and advertise up to 50% improvement. | would
highlight their drivers’ errors, such as idle time, driving over the ideal speed, and aggressive acceleration
habits, just to assign blame elsewhere for no improvement in MPG. | would also falsify their fuel cost per
gallon, behind what's visible to the customer, to try and prove some ROl.” — XL Former Employee A

“‘My customers that had the system wanted access to XL Link. But... salespeople had to give them
presentations because they tried to pretty it up to avoid, "Hey, you're only getting another mile per gallon
and it's not what we promised." They would never let the customer have access to the raw data on that:
we had to put it into a presentation to give to them.” — Former XL Employee B
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Misleading Customers About Mileage Gains and ROI

XL IS OPAQUE WITH CUSTOMERS ABOUT ITS DATA, WHICH HAS HELPED DRIVE CUSTOMERS
AWAY

However, XL’'s apparent cover-ups did not succeed with more sophisticated customers. Had XL provided
direct access to the data, it often would have revealed major shortcomings, such as worse mileage on
highways. Ford’s automatic engine shutoff apparently saved more fuel than XL’s solution.

“You do have fleet managers that are very savvy and they check their fuel spending. It's the guys that
don't care about the PR, they care about performance. Those guys would be calling me daily being like,
‘Dude, this thing's broken down. I'm not seeing any improvement, if anything maybe 1% to 2% per
$25,000.” There's no return on investment, zero.” — Former XL Employee A

“A lot of utility companies would complain about the results and say they weren’t meeting
expectations.” — Former XL Employee D

“At 65 mph, they’re done. 5 - 45 mph is their optimal range; stop and go is ideal for them. It’s just sort
of extra weight above 65 mph.” — Former XL Employee A

“We saw specifically with the F-150s, when they came on to the fleets, | was looking at the data from
it: ‘Wow, these vehicles are getting a huge amount of savings!” Well, the bigger impact was on idling...
They saved more in gas from that alone than they did from the hybrid system. It was like 30-40% in
savings just from making sure people used idling shutoff.” — Former XL Employee |
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Misleading Customers About Mileage Gains and ROI

XL CLAIMS A HIGH POSITIVE ROI OF 55.7% FOR FLEETS

The claim (note the assumptions at the bottom, which we’ll come back to):*

Saving Calculator: Example

Fleet size: 100 vehicles

Fuel Savings $1,513,000

Maintenance Savings $195,000

Driver Productivity Savings $175,500

Based on XL TCO calculator and assumes annual mileage of 25,000, verified MPG improvement

of 27%, 10-year service life, savings from engine downsizing of $900/vehicle, fuel cost of $3.00
per gallon and $50/hour driver salary.

4 Source: XL September 2020 Presentation, p. 30
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Misleading Customers About Mileage Gains and ROI

WE FIND XL OVERSTATES KEY INPUTS IN THE ROI CALCULATION

We find that XL materially overestimates savings by exaggerating fuel costs, vehicle service life, driver
wages, and annual miles driven. At the same time, XL assumes a hybrid kit cost of $13,000, which is well
below what we understand is its actual $17,000 price (including $2,000 in installation cost borne by the

customer).
XL Savings Assumptions Are Grossly Overstated

Assumption Type XL's Figure Reality Source

Fuel Cost $3.00 $2.50 gasprices.aaa.com, retrieved February 12, 2021
2019 average full-size commercial van miles of travel.

Yearly Mileage 25,000 23,520 Source: https://tedb.ornl.gov/wp-content/uploads/2020/02/TEDB_Ed 38.pdf, Section §8-4
2019 average full-size commercial van service life.

Service Life (yrs.) 10 5.25 Source: https://tedb.ornl.gov/wp-content/uploads/2020/02/TEDB_Ed_38.pdf, Section 8-4

Maintenance Savings $195,000 $20,000 Maintenance savings are primarily from brake pads and are not significant. Source: Former Employee A

Driver Hourly Wage $50 $18.52 Mean hourly light truck driver wage. Source: https://www.bls.gov/oes/current/oes533033.htm
The company's kits cost $15,000 and installation costs $2,000. Source: Former Employee A.
XL appears to be assuming significant government incentives, many of which have been

Hybrid Kit Cost ($13,000) ($17,000) diminished or phased out.

“The promise of higher oil was definitely used as a reason for why we could see an acceleration in
sales. The biggest input in that [calculator] equation is oil prices... | don’t think most of our customers
expect to be using this for the next 10 years.” — XL Former Employee D

“Someone would probably not save money at $13k [per kit] on a pure fuel basis.” — Fleet Manager and
Former XL Customer
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Misleading Customers About Mileage Gains and ROI

WE ESTIMATE FLEET CUSTOMERS’ ACTUAL ROI IS NEGATIVE: -53.1%

When we adjust for XL’s unrealistic assumptions, we get a negative ROI of -53.1% for fleets that use the
company’s kits. To be company favorable, our ROI calculation uses XL’s stated 27% MPG savings (of
which we are highly skeptical).

MW Estimated ROI
Savings Line Item XL's Figure MW Estimate  Overstatement (%)
Fuel Savings $1,513,000 $622.751 143.0% Across Fuel Cost, Yearly Mileage, and Service Life
Maintenance Savings $195,000 $20,000 875.0%
Driver Productivity Savings $175,500 $65,005 170.0%
Engine Downsize Savings $90.000 $90.000 -
Gross Savings $1,973,500 $797,756 147.4%
Kit Cost ($1,300,000) ($1,700,000)
Net Savings $673,500 ($902,244)
ROI 55.7% (53.1%) 108.8 Percentage Points
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Exaggerated Sales Projections

« Former XL employees literally laughed out loud at XL’s revenue projections.
+ XL’s hockey stick revenue growth projections are unsupported by its pipeline.

+ Despite not being an EV company, XL promotionally tries to compare itself with notable EV players.
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Exaggerated Sales Projections

FORMER XL EMPLOYEES LITERALLY LAUGHED OUT LOUD AT XL'S REVENUE PROJECTIONS

In our interviews with former employees, XL’s sales projections literally did not pass the laugh test. XL
had long pitched itself as a niche business, one that would explicitly avoid the kind of competition from
OEMs that it faces today.

“A common question for new employees joining XL is, ‘why couldn’t the OEMs do it themselves?’ And
the answer is it’'s a small enough market that the amount of resources they’d have to deploy would be too
large relative to the payoff. This runs contrary to the $1.4 billion in [projected] sales, which is significant
enough that OEMs would love that incremental revenue... You would either have to acquire a lot of
customers to get there or get existing customers to pay more. But there’s no way to get all these
universities and cities to pay more than they are. And it’s very difficult to get a Fortune 500 company to
get in on XL when you could go all in on a Tesla, a Rivian, something that’s much more proven.” — Former
XL Employee D
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Exaggerated Sales Projections

XL’S HOCKEY STICK REVENUE GROWTH PROJECTIONS ARE UNSUPPORTED BY ITS PIPELINE

Having inflated its backlog by an apparently substantial degree, XL uses the “robust pipeline” to paint a
“low risk path” to “dramatic”, but somehow “de-risked” revenue targets:

P 4 Low Risk Path to Dramatic Growth
Selling existing products to existing customers through existing channels

Accelerating Unit Sales Supported by Robust Pipeline

v $220+ million sales pipeline for next 12 months, 2020F 95% booked
v De-risked growth plan supported by existing offering

v Increasing TAM through transition to all-electric and launch of class 7/8 by 2023

$ Millions XL Fleet Revenue Forecast
$1,600
$1,400
$1,200
$1,000
$800
$600
$400
$200
$0

2020 2021 2022 2023 2024

uCL 2-6 HEV & PHEV mXL EV Class 4-6 XL xEV Class 7-8 International & Other

The company forecasts revenue will grow to $1.4 billion by 2024E, with half of that coming from full-EV
and heavy-duty vehicles upfits that don’t exist yet, which we view as typical XL bluster.
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Exaggerated Sales Projections

DESPITE NOT BEING AN EV COMPANY, XL PROMOTIONALLY TRIES TO COMPARE ITSELF WITH
NOTABLE EV PLAYERS

Using its aggressive revenue estimates, XL provides a misleading comparison to EV companies. XL,
which does not even produce vehicles, proclaims itself a “Market Leader” on the basis of 2021 sales, even
as it admits elsewhere it won’t sell a material number of EVs, if any, in 2021:

/ XL has De-Risked the Road to Electrification

Comparing XL to Other Notable Commercial EV Players

Established Production Customer Base
Projected Cumulative Units Sold () Models Available & (1,000+ per year) () (100+ Customers) ()
Announced ()
2020 2021 2024 2020 2021 2024
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Weak Technology

« XL does not have the engineering talent or knowhow to compete in electric vehicles.

« XL lacks the supply chain and proprietary technology for effective full electrification.

« XL’s actual timeline and cost structure for EV builds are poorly disclosed, raising questions.
« XL’s announcement of future Class 7-8 upfits seems highly promotional.

« XL’s EV/Hybrid garbage truck appears to be a distraction with limited potential.

* Undergraduate interns reportedly filled a number of engineering roles.
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Weak Technology

XL DOES NOT HAVE ENGINEERING TALENT OR KNOWHOW TO COMPETE IN ELECTRIC VEHICLES

XL offers two types of hybrid products: a regenerative braking hybrid with a small battery and a plug-in
hybrid with a larger battery. Based on our conversations with former employees and others in the supply
chain, these hybrids seem obsolete and do not position XL to succeed in the EV market. At the same
time, XL’s product line is ill-suited for heavier vehicles.

Yet, XL claims that revenue from full EV upfits and heavy trucks will be hundreds of millions of dollars by
2024. Substantially all of the former XL employees with whom we spoke expressed disbelief that XL could
reach those targets:

“I don’t think they have the talent right now to [meet their revenue goals]. Each class of vehicle at the
time required a significant amount of research, testing. If they want to introduce 10 new vehicle models,
that’s a several-year project. They would need really good relationships with the OEMs to do that. And
they would probably need to get the outfitter network to be more robust. The upfitters have to be trained to
do these upfits. For each incremental model they have to re-teach the upfitters. The upfitter model is
attractive, but what goes unsaid is if you don’t have good upfitters, customers return the vehicles... Two
[XL] guys... were traveling around the country to make up for upfitter fuck-ups. Up-fitters were fucking up
all the time.” — Former XL Employee D

“‘Rivian, etc. has a skateboard chassis—it’s all flat. They’ve really packaged it in such a way that it’s
pretty clean. You don’t have that... every vehicle that XL wants to do, they need a different package for,
because it’s different underneath... bracketry’s different, dimensions are different, everything’s different.”
— Former XL Employee H
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Weak Technology

XL LACKS THE SUPPLY CHAIN AND PROPRIETARY TECHNOLOGY FOR EFFECTIVE FULL
ELECTRIFICATION

Since XL has outsourced the manufacturing of almost all its components, this seemingly makes it
substantially more difficult for it to design full-EV upfits, which are more complicated and costly.

“XL was not vertically integrated at all, most everything was outsourced, so, it'd be very difficult for me
to see them having the core competencies to develop a full EV... It’s not like XL is going to crack the code
on that; many have tried and few have succeeded. | am very bearish on their ability to do that.” — Former
XL Employee D

“I think any company of that kind of size that’s not building full vehicles would have a hard time
competing with Ford... if they had experience like Tesla did or something, that would be a different story.”
— Former XL Employee F

“There’s a lot of people making those moves [into EV] right now. There’s some pretty fierce
competition that will lead to some interesting tech. As an installer, | think that’s good. Does XL have
something of true value, a patent on something? | can say, probably not... | don’t see a meaningful reason
why XL will be around in ten years. But in the meantime, they’re there and | use them.” — Current XL
Upfitter

“One of their main flaws is the way the systems are assembled—they have all these parts they hanad-
assemble at a small facility in lllinois... It’s cute when Harvard is in your backyard and you want to deliver
them a van, but the process they have right now is not scalable.” — Former XL Employee C
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Weak Technology

XL’S ACTUAL TIMELINE AND COST STRUCTURE FOR EV BUILDS ARE POORLY DISCLOSED,
RAISING QUESTIONS

XL’s timeline for execution on a broader EV platform remains vague, even as OEM-made EVs are set to
hit the market, almost certainly with superior economics.

“If they don’t have a [detailed] timeline on the electric, that would concern me... The big challenge with
upfitted vehicles is you’re taking a manufactured vehicle and then changing it. If it takes Ford this long,
how long is it going to take a smaller company?” — Former XL Employee E

“The plug-in hybrid alone was $25,000 with 100 mi of battery range. The cost of an all-electric vehicle
is double that, at least.” — Former XL Employee E

“My guess is that all those upfitters that XL are using now wouldn’t be prepared to do all of that. They’'d
have to come up with a new supply chain to get that done.” — Former XL Employee B
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Weak Technology

XL’S ANNOUNCEMENT OF FUTURE CLASS 7-8 UPFITS SEEMS HIGHLY PROMOTIONAL

In its revenue projections, which we view as extremely aggressive, XL has stated it intends to create
hybrid and EV upfits for vehicles that are much heavier than the ones it has historically serviced. This is a
task that former employees described flatly as too technologically complex for XL engineers to deliver on
the promised timeline, which starts as soon as late 2021:

“You need a large enough electric motor to help propel that vehicle, and for that, you need a larger
battery. Soon enough, the battery becomes heavier than the vehicle... They really lose it in those plug-in
pickup trucks. It works okay for the [Ford] Transits because they’re lightweight anyway, but once you start
getting to your pickup trucks, any weight past the stock factory body, your numbers go to shit.” — Former
XL Employee A

“Electrification does get more difficult the larger the vehicle. It's not that the ability isn't there, because
the EV possesses a lot of torque, providing the ability to get the weight moving. It's the amount of energy
that is required to move that much weight. That is why companies like Nikola are looking at hydrogen fuel
cell technology over straight electric.” — Former XL Employee B

“Electrification of semis is not a good choice today because you need a huge battery with 600-800
kWh, which even at very, very low prices is approximately 100-150% of the base cost of a Class 8 truck.”
— EV Industry Employee
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Weak Technology

XL’S EV/HYBRID GARBAGE TRUCK APPEARS TO BE A DISTRACTION WITH LIMITED POTENTIAL

Despite the severe limitations of the XL platform, XL has announced it intends to make hybrid and EV
garbage trucks. We believe this announcement is promotional rather than promising, since refuse trucks
are some of the least suitable vehicles to EV-upfit due to their immense weight and highly variable route
lengths.>

“For garbage trucks, it will never work with the path they have to take and the payload they take...
Refuse trucks are built for payload, because they want the truck to run as long as possible because of
transfer station cost, mileage, etc. This means a truck with the same payload capacity has very different
travel distances based on how long a route needs to be prior to full payload capacity... Refuse trucks have
a lot more bells and whistles that will need electricity / power at all times, not just when the vehicle is
moving. They include hydraulic systems, internal PLCs and controls, safety / camera equipment, etc.”

— Former XL Employee G

“I think they’re probably trying to find a niche. School buses are done [by competitors]. Box trucks are
done.” — Former XL Employee A

5 https://www.businesswire.com/news/home/20210204005319/en/XL-Fleet-Partnering-with-Curbtender-to-Develop-All-Electric-and-Plug-in-Hybrid-Refuse-Trucks
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Weak Technology

UNDERGRADUATE INTERNS APPARENTLY FILLED A NUMBER OF ENGINEERING ROLES

Many of XL’s “engineers” were reportedly interns who spent their days shopping for components
(emphasis added):

“Northeastern [University] has this co-op program where they’ll allow you to work at a company for a
few semesters. The hardware team was mostly composed of co-ops... You would think hardware was the
lifeblood of XL, but it was them figuring out what the constraints were and then ordering off-the-shelf
hardware.” — Former XL Employee D

Mechanical Engineering R&D Co-op
KL XL Hybrids

Jan 2017 — Aug 2017 - 8 mos

Greater Boston Area

Northeastern University

Bachelor of Science (B.S.), Mechanical Engineering

2013 -2018

Activities and Societies: ASME, Business Administration Minor

v

- Developed new plug-in hybrid system for Ford F150 by conceptualizing, designing, prototyping,
hands-on part machining, vibration/stress analysis, and re-design for manufacturability.

- Designed sheet metal fabricated parts for mounting hybrid system components including
traction motor, charger, and plug.

- Facilitated production by working with suppliers and vendors to verify new and re-designed
parts were rapidly implemented.

- Led re-design of Chevrolet Express van cooling system and components to address field issues
and improve reliability and efficiency.
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WHAT'S XL REALLY WORTH?
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What's XL Really Worth?

« XL’s reportedly raised its most recent equity funding round at a ~$73 million valuation, a fraction of its
SPAC valuation.

« XL went from PPP loan recipient to billion-dollar SPAC in six months. Really???
« XL lost CARB certification in 2019.

« XL reportedly had significant supply chain woes indicative of a bit player.
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What's XL Really Worth?

XL'S REPORTEDLY RAISED ITS MOST RECENT EQUITY FUNDING ROUND AT A ~$73 MILLION
VALUATION, A FRACTION OF ITS SPAC VALUATION.

According to one former employee, before the SPAC bonanza, XL raised its 2017 Series D round at a
valuation of only $73 million. XL appears to have tried to keep this number under wraps. Our interviews
with other former XL employees consistently described secrecy regarding XL’s valuation. When we
recently asked the company what its most recent valuation was, it refused to answer.
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What's XL Really Worth?

FROM PPP LOAN RECIPIENT TO BILLION-DOLLAR BUSINESS IN SIX MONTHS — REALLY???

The company took a $1.1 million PPP loan in April 2020:¢

Search for PPP loan applications by organizat

Search Every Company Approved zip code and business type.

for Federal Loans .
Home »

XL HYBRIDS, INC.

Loan Amount Location Industry Business Type
$1,100,000 Boston, MA All Other Professional, = Corporation

Urban Scientific, and

Wh th id th ill . .
ere ey saidhe meney wil 6o Technical Services

Payroll $1,100,000

Utilities $0 Jobs Reported Lender Date Approved
Mortgage Interest $0 56 Silicon Valley Bank April 13, 2020
Health Care $o0

Rent $0 Business Age Loan Status

Refinance EIDL $0 Existing or more than Fully Disbursed

Debt Interest $0 2 years old

6 https://projects.propublica.org/coronavirus/bailouts/loans/xl-hybrids-inc-4917137107
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What's XL Really Worth?

XL LOST CARB CERTIFICATION IN 2019 AND SEEMINGLY CANNOT SELL INTO CALIFORNIA

XL seems to be the Gang That Couldn’t Shoot Straight. It lost California Air Resources Board (“CARB”)
approval. As a result, XL hybrids have not been CARB-approved since 2019 and the company may not
sell in California without the approval. The company downplays this in its disclosures. However, even if
XL were to regain CARB approval, we believe that XL’s entire conventional hybrid line will be structurally
noncompliant by January 1, 2022, meaning XL will not be able to sell new model year upfits in California.
Per a 2016 regulation, hybrids with under 35 miles of all-electric range (AER), such as XL’s conventional
hybrid line, cannot get CARB certification after 2021:7

Certification Provisions Sunset Date
e Tier 1 allows a manufacturer to e Manufacturers’ ability to
sell up to: apply for Tier 1 and Tier 2
o 10 units; or certification sunsets
o 25 units, if the conversion January 1, 2022, and sale of
system achieves at least 35 Tier 1 or Tier 2 certified
miles AER. systems is prohibited after

January 1, 2027; or
e Tier 2 allows a manufacturer to

sell up to: e For a hybrid conversion that

o 500 units; or achieves at least 35 miles

o 1,000 units, if the conversion AER, 3 additional years are
system achieves at least 35 provided to apply and to sell
miles AER. (2025 and 2030

respectively).

7 https://ww3.arb.ca.gov/regact/2016/itr2016/isor.pdf
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What's XL Really Worth?

XL REPORTEDLY HAD SUPPLY CHAIN ISSUES INDICATIVE OF A BIT PLAYER

XL’s supply chain woes are ones that we’'d expect to haunt a third-tier company. XL has been subject to
supply shortages for years. Former employees described a dysfunctional workplace that kept customers
waiting for their vehicles for extended periods, often upwards of a year. XL's delays were so severe that
we understand the company missed the 2019 model year for the F-150, F-250, and Ford Transit. Former
employees also described disarray in customer communications as a result of the constant delays.

“When | started, they were using LG batteries in all their stuff. Chrysler took all the allocation for all
their batteries. They were testing and retesting and trying to validate... by the time | left, they still didn’t
have a decent supply chain of the battery to get it going where it was. The whole time | was there, they
didn’t have a battery.” — Employee B

“All of 2019 there were essentially zero batteries delivered. In the first six months of 2020, they got line
of sight on maybe 90... to the point where as soon as they got them, they would go to the most pissed off
customer: ‘Okay, you can have five batteries.”” — Former Employee A

“Deliveries weren't happening... It's like, ‘Can you tell me the truth, so | can get my fleets in order?’...
‘It caused angst with me, because | think that there were some things in the supply chain that they
[management] just really knew... ‘Oh, just let them know it'll be 30 days.” Then 30 days passes. ‘Well, let
them know it'll be another 30 days.”” — Former XL Employee C
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XL GRID AND XL LINK ARE NOT SOLUTIONS
TO XL'S REVENUE PROBLEM
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XL Grid and XL Link Are Not Solutions to XL's Revenue
Problem

* There appears little proprietary about XL Grid, XL’s electrical charging product.

+  We view XL Grid’s recent announcement as a sham, which if it actually comes to fruition, only does so
because of the conflicts of interest.
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XL Grid and XL Link Are Not Solutions to XL's Revenue
Problem

THERE APPEARS LITTLE PROPRIETARY ABOUT XL GRID, XL’S ELECTRIC CHARGING PRODUCT

We believe XL’s proposed commercial charging product, XL Grid, is another attempt to generate hype
through exaggeration. XL has reportedly sourced charging components off the shelf from a supplier, with
no apparent proprietary technology involved.

XL’s claim:8

December 01, 2020 07:00 AM Eastern Standard Time

BOSTON--(BUSINESS WIRE)--XL Fleet (the “Company”), a leader in vehicle electrification
solutions for commercial and municipal fleets, today announced that it has entered into a
partnership with a commercial EVSE (electric vehicle supply equipment) supplier to begin the
launch of its XL Grid division. XL Grid will provide charging infrastructure, energy storage and
power solutions for electrified fleets. XL Fleet customers can now purchase XL Grid charging
systems separately or as part of an order for vehicles with the Company’s electrified
powertrain.

Former employee’s rebuttal:

“XL had sourced in charging components from two different manufacturers... XL Grid, when | was
there, there was no actual product development on it.”— Former XL Employee D

8 https://www.businesswire.com/news/home/20201201005498/en/XL-Fleet-Launches-its-XL-Grid-Division-with-Charging-Infrastructure-Solutions
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XL Grid and XL Link Are Not Solutions to XL's Revenue
Problem

WE VIEW XL GRID’S RECENT ANNOUNCEMENT AS A SHAM, WHICH IF IT ACTUALLY COMES TO
FRUITION, ONLY DOES SO BECAUSE OF THE CONFLICTS OF INTEREST

XL Grid’s first announced “partnership” is not only riddled with speculative language, but omits the ties to
its SPAC sponsor. XL announces with great fanfare the “opportunity to explore the deployment and
operation” of charging stations at UBS Arena. UBS Arena is where the New York Islanders will play. The
Islanders’ majority owner is Jon Ledecky, who was the primary sponsor of the SPAC and sits on XL’s
board. In other words, this strikes us as promotion and hype, rather than a well-run selection process.
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WHAT BLUE SKIES?
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What Blue Skies?

 Ford, GM, and Rivian are entering the EV market and stand to eat XL’s lunch.
» Potential XL customers are placing large orders with OEMs, not with XL.

« Government incentives are disappearing: potential customers no longer get thousands of dollars in
rebates on hybrids.

* Without subsidies, XL’s value proposition worsens even further.
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What Blue Skies?

FORD, GM, AND RIVIAN ARE ENTERING THE EV MARKET AND STAND TO EAT XL’S LUNCH

In the end, XL’s largest competitive threat has always been the auto manufacturers they rely upon for
business. There has recently been a spate of EV announcements from Ford, GM, and others that have
greatly reduced XL’s already diminished chances of success in creating an EV upfit.

“The OEMSs, if General Motors says, ‘Yes, we're going to do an electric van and pickup truck
tomorrow,’ basically equivalent products that XL is doing, that makes it real tough. It's real hard to
compete with that.” — Former XL Employee F

“If Ford and GM have Transits and cargo vans that are fully electric, there’s no reason to buy from XL.”
— Former XL Employee E

“If any company is really serious about going EV, like Amazon with Rivian, | think they would probably
pass up the XL product.” — Former XL Employee D

“Several [fleet managers] | talked to were flat out waiting for the all-electric trucks to come out.” —
Former XL Employee B
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What Blue Skies?

POTENTIAL XL CUSTOMERS ARE PLACING LARGE EV ORDERS WITH OEMS, NOT WITH XL
XL’s touted and would-be customers are placing EV orders from other vendors.
GM'’s Brightdrop unit is building electric FedEx vehicles to be delivered to FedEx this year, with other

unnamed customers to receive EVs starting in 2022. https://electrek.co/2021/01/12/gms-brightdrop-will-
build-electric-delivery-vehicles-500-fedex-trucks-this-year/

Ford is developing an e-Transit van for release in 2022 https://electrek.co/2020/11/12/ford-e-transit-
electric-van-price-range/

Ford’s Electric F-150 is to start production in early 2022. https://insideevs.com/news/487247/f150-electric-
production-in-2022/

Amazon has ordered 100,000 custom delivery vans from Rivian, which are already shipping:
https://www.aboutamazon.com/news/transportation/amazons-custom-electric-delivery-vehicles-are-
starting-to-hit-the-road

USPS picked Oshkosh to design and assemble between 50,000 to 165,000 new vans, split between ICEs
and full EVs: https://about.usps.com/newsroom/national-releases/2021/0223-multi-billion-dollar-
modernization-of-postal-delivery-vehicle-fleet.htm
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What Blue Skies?

GOVERNMENT INCENTIVES ARE DISAPPEARING: POTENTIAL CUSTOMERS NO LONGER GET
THOUSANDS OF DOLLARS IN REBATES ON HYBRIDS

XL used to benefit from significant incentives for hybrids to sell its products. However, many of those
programs have either begun to exclude XL’s low-powered hybrids or are ceasing to cover hybrids
altogether.

For example, XL used to tout CARB’s voucher program, which offset up to $9,000 of XL’s sticker price.8
XL stopped receiving these subsidies in 2019.

Starting December 2019, CARB’s new subsidy framework also began excluding hybrids with under 35
miles of range altogether, while plug-in hybrid rebates shrank from $1,500 to $1,000.°

New Jersey plans to phase out its $550 plug-in hybrid purchase incentives entirely by the end of 2022.19
Even the $550 is already much lower than the $5,000 maximum subsidy offered for battery-only electric
vehicles.

9 https://www.greencarcongress.com/2018/03/20180329-clay.html;https://xIfleet.com/assets/Uploads/XL-AllProducts-FLY-8.5x11-CA-4C-LR.pdf

10 https://www.latimes.com/business/autos/story/2019-11-13/california-pulls-back-clean-vehicle-rebates-to-point-them-at-lower-income-buyers

11 https://www.northjersey.com/story/news/environment/2020/01/06/number-electric-cars-nj-could-increase-thanks-new-bill/4386783002/
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https://www.greencarcongress.com/2018/03/20180329-clay.html
https://xlfleet.com/assets/Uploads/XL-AllProducts-FLY-8.5x11-CA-4C-LR.pdf
https://www.latimes.com/business/autos/story/2019-11-13/california-pulls-back-clean-vehicle-rebates-to-point-them-at-lower-income-buyers
https://www.northjersey.com/story/news/environment/2020/01/06/number-electric-cars-nj-could-increase-thanks-new-bill/4386783002/

What Blue Skies?
WITHOUT SUBSIDIES, XL'S VALUE PROPOSITION WORSENS EVEN FURTHER

As subsidies dry up and greenwashing moves on to favor full EVs, we believe demand for XL’s products
will continue to flag, rather than producing the hockey stick growth that XL projects.

“I don’t think anyone got a return on their investment. It was more for a sustainability perspective, so
they could say we bought a cleaner vehicle... My opinion is the demand has definitely slowed from
municipalities.” — XL Former Employee E

“For hybrids, they’re squashing all that because hybrids aren't really proving to be that successful.
They're pushing that money into full electric now. The clock is ticking away on hybrid technology and
incentives.” — Former XL Employee A

“Why would FedEx agree to expand what XL has when they could just go fully electric and get beyond
25 miles per gallon from 14? Same for a Coca-Cola, Pepsi, or Verizon. | think all these companies,
there's natural limits what check size they would send for XL hybrids as a product, because the benefit is
fairly limited.” — Former XL Employee D

MUDDY WATERS CAPITAL XL FLEET 53



