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or
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Phoenix, Arizona
85043
(Address of Principal Executive Offices)
(Zip Code)

Registrant's telephone number, including area code: 602-269-2000
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements

KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets (unaudited)
As of September 30, 2006 and December 31, 2005
(In thousands)

September 30, 2006

ASSETS

Current Assets:

Cash and cash equivalents $ 10,668
Short-term investments 6,463
Accounts receivable, net 84,004
Notes receivable, net 270
Other current assets 9,095
Prepaid expenses 7,683
Restricted cash -
Deferred tax asset 8,190
Total current assets 126,373

Property and Equipment:

Land and improvements 20,059
Buildings and improvements 36,163
Furniture and fixtures 6,327
Shop and service equipment 3,655
Revenue equipment 481,157
Leasehold improvements 440
547,801
Less: Accumulated depreciation
and amortization (144,304)
Property and equipment, net 403,497
Notes receivable - long-term 407
Goodwill 8,439
Other assets & restricted cash 5,218
$ 543,934

$

December 31, 2005

18,809
2,278
79,848
241
3,355
7,156
211
8,533

120,431

18,163
34,482
7,518
2,803
430,048
378
493,392

(141,053)

352,339
344
8,119
2,594

483,827

The accompanying notes are an integral part of these condensed consolidated financial statements (unaudited).
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KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets (unaudited) (continued)

Index

As of September 30, 2006 and December 31, 2005

(In thousands, except par values)

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities:
Accounts payable
Accrued payroll
Accrued liabilities
Claims accrual

Other current liabilities
Dividend payable

Total current liabilities

Deferred tax liabilities

Total liabilities

Commitments and Contingencies

Shareholders' Equity:

Preferred stock, $0.01 par value;

50,000 shares authorized;

none issued and outstanding

Common stock, $0.01 par value; 100,000 shares
authorized;

85,986 and 85,666 shares issued and outstanding
at September 30, 2006 and December 31, 2005,
respectively

Additional paid-in capital
Retained earnings

Total shareholders' equity

September 30, 2006

$

12,389

6,524
16,283
23,214

58,410
79,155

137,565

860
92,936
312,573
406,369

543,934

$

December 31, 2005

7,464
5,452
13,307
26,155
211
1,713

54,302
76,597

130,899

857
87,148
264,923
352,928

483,827

The accompanying notes are an integral part of these condensed consolidated financial statements (unaudited).
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KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Income (unaudited)

REVENUE:

Revenue, before fuel surcharge
Fuel surcharge

Total revenue

OPERATING EXPENSES:
Salaries, wages and benefits

Fuel

Operations and maintenance
Insurance and claims

Operating taxes and licenses
Communications

Depreciation and amortization
Lease expense - revenue equipment
Purchased transportation
Miscellaneous operating expenses

Total operating expenses
Income from operations

Interest and investment income
Other income

Income before income taxes
Income taxes
Net income

Earnings per common share and
common
share equivalent:
Basic
Diluted

Weighted average number of
common shares

and common share
equivalents outstanding:
Basic
Diluted

(In thousands, except per share data)

$

©~ &~

Three Months Ended
September 30,
2006 2005
146,555 $ 127,444
28,117 18,744
174,672 146,188
49,467 41,934
45,528 37,051
9,277 9,067
6,929 4916
3,423 3,112
1,397 1,009
15,449 13,328
106 67
10,871 8,585
1,616 2,107
144,063 121,176
30,609 25,012
301 188
- 551
30,910 25,751
(12,060) (10,300)
18,850 $ 15,451
0.22 $ 0.18
0.22 $ 0.18
85,895 85,298
86,922 86,744

$

@ &L

Nine Months Ended
September 30,
2006 2005
416,266 $ 358,241
73,225 43,996
489,491 402,237
140,530 118,047
124,775 93,084
26,991 24,869
18,791 17,221
10,015 9,006
4,134 2,936
45,041 38,423
323 67
28,609 22,196
3,646 5,415
402,855 331,264
86,636 70,973
878 442
- 551
87,514 71,966
(34,710) (28,800)
52,804 $ 43,166
0.62 $ 0.51
0.61 $ 0.50
85,823 85,215
87,077 86,715
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The accompanying notes are an integral part of these condensed consolidated financial statements (unaudited).




Edgar Filing: KNIGHT TRANSPORTATION INC - Form 10-Q

Index

KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization

Gain on sales of equipment

Gain on sale of investment

Non-cash compensation expense for issuance of stock
to certain

members of board of directors

Provision for allowance for doubtful accounts
Tax benefit on stock option exercises

Tax benefits related to stock-based compensation
Stock option expense

Deferred income taxes

Changes in assets and liabilities:

(Increase) in short-term investments

(Increase) in trade receivables

(Increase) in other current assets

(Increase) in prepaid expenses

Decrease in income tax receivable

(Increase) in other assets and restricted assets
(Decrease) in accounts payable

Increase in accrued liabilities, claims accrual and
other

Net cash provided by operating activities
CASH FLOW FROM INVESTING ACTIVITIES:

Purchase of property and equipment

Proceeds from sales of equipment

Increase in notes receivable

Acquisition-related contingent payment
Restricted cash received

Proceeds from sale of investment in Knight Flight
Services

(In thousands)
Nine Months Ended
September 30,
2006 2005

52,804 $ 43,166

45,041 38,423
(6,832) (1,783)
- (551)

80 35
293 (174)

- 1,198

(1,257) -

2,623 -
2,901 (385)
(4,185) (18,580)
(4,448) (10,333)
(307) (806)
(526) (924)

- 3,216
(193) (913)
(1,778) (412)

2,151 11,140

86,367 62,317
(125,607) (73,665)

37,509 7,617
93) (253)
(320) (3,284)
- (6,805)

- 1,388

- 2,795

Proceeds from sale of investment in Concentrek, Inc.

9
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Increase in restricted cash (384) -
Transportation Resource Partners investment (1,836) -
Net cash used in investing activities (90,731) (72,207)

The accompanying notes are an integral part of these condensed consolidated financial statements (unaudited).
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KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (unaudited) (continued)
(In thousands)

CASH FLOW FROM FINANCING ACTIVITIES:

Dividends paid

Tax benefits related to stock-based compensation
Payment of notes payable acquired

Proceeds from exercise of stock options

Net cash used in financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of
period

CASH AND CASH EQUIVALENTS, end of period
SUPPLEMENTAL DISCLOSURES:

Non-cash investing and financing transactions:
Equipment acquired in accounts payable

Cash Flow Information:
Income taxes paid

Index

$

2006

Nine Months Ended
September 30,
(6,866)
1,257
1,832
(3,777)
(8,141)
18,809
10,668 $
8,604 $
30,371 $

2005

(2,273)

(6,819)
1,662

(7,430)

(17,320)
23,155

5,835

4,938

21,981

The accompanying notes are an integral part of these condensed consolidated financial statements (unaudited).
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KNIGHT TRANSPORTATION, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

Note 1. Financial Information

References in this Report on Form 10-Q to "we," "us," "our," "Knight," or the "Company" or similar terms refer to
Knight Transportation, Inc. and its consolidated subsidiaries. All material inter-company balances and transactions
have been eliminated in consolidation.

The accompanying condensed consolidated financial statements of Knight Transportation, Inc. and subsidiaries have
been prepared in accordance with accounting principles generally accepted in the United States of America and
Regulation S-X, instructions to Form 10-Q, and other relevant rules and regulations of the Securities and Exchange
Commission (the "SEC"), as applicable to the preparation and presentation of interim financial information. Certain
information and footnote disclosures have been omitted or condensed pursuant to such rules and regulations. We
believe all adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation have
been included. Results of operations in interim periods are not necessarily indicative of results for a full year. These
condensed consolidated financial statements and notes thereto should be read in conjunction with our consolidated
financial statements and notes thereto included in our Annual Report on Form 10-K for the year ended December 31,
2005.

Note 2. Stock-Based Compensation

Stock-Based Compensation - At September 30, 2006, we had one stock-based employee compensation plan known as
the Knight Transportation, Inc. 2003 Stock Option Plan, dated June 1, 2003, as amended from time to time (the "2003
Plan"). On January 1, 2006 we adopted Statement of Financial Accounting Standards ("SFAS") No. 123 (revised
2004), "Share-Based Payment" ("SFAS 123R"), which requires the measurement and recognition of compensation
expense for all share-based payment awards made to employees and directors, including employee stock options and
employee stock purchases related to the 2003 Plan, based on estimated fair values.

For the three-month and nine-month periods ended September 30, 2006, the adoption of SFAS 123R resulted in
stock-based compensation charges of approximately $1.0 million and $2.6 million, respectively, which reduced
income from operations accordingly. Stock-based compensation expense recognized for the nine months ended
September 30, 2006, is based on awards ultimately expected to vest and has been reduced for estimated forfeitures.
SFAS 123R requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if
actual forfeitures differ from those estimates. The stock-based compensation expense caused net income to decrease
by approximately $0.6 million and $1.6 million, and basic and diluted earnings per share to decrease by $0.007 and
$0.018 per share for the three-month and nine-month periods ended September 30, 2006, respectively.

We received $1.8 million in cash from the exercise of stock options during the nine-month period ended September
30, 2006. The actual tax benefit realized for the tax deductions from option exercise of the share-based payment
arrangements for the three-month and nine-month periods ended September 30, 2006, was approximately $0.5 million
and $1.3 million respectively. The actual tax benefit realized in 2006 also decreased cash provided by operating
activities, and increased cash provided by financing activities by the same amount. Pursuant to SFAS 123R prior
period amounts have not been restated.

12
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Prior to SFAS 123R, we applied the intrinsic-value-based method of accounting prescribed by Accounting Principles
Board (APB) Opinion No. 25, "Accounting for Stock Issued to Employees," and related interpretations, including
Financial Accounting Standards Board (FASB) Interpretation No. 44, "Accounting for Certain Transactions involving
Stock Compensation, an interpretation of APB Opinion No. 25," issued in March 2000, to account for our fixed-plan
stock options. Under this method, compensation expense was recorded on the date of grant only if the current market
price of the underlying stock exceeded the exercise price. No stock-based employee compensation cost was reflected
in net income, as all options granted under the plan had an exercise price equal to the market value of the underlying
common stock on the date of the grant. SFAS No. 123, "Accounting for Stock-Based Compensation," as amended by
SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and Disclosure," established accounting and
disclosure requirements using a fair-value-based method of accounting for stock-based employee compensation plans.
As allowed by SFAS No. 123, during prior periods we elected to apply the intrinsic-value-based method of accounting
described above, and adopted only the disclosure requirements of SFAS No. 123.

The following table illustrates the effect on net income if the fair-value-based method had been applied to all
outstanding and unvested awards for the three-month and nine-month periods ended September 30, 2005 (in
thousands, except per share data):

Three Months Nine Months
Ended Ended
September 30, September 30,
2005 2005
Net income, as reported $ 15451 $ 43,166
Deduct total stock-based compensation expense
determined under fair-value based method for all
awards, net of tax (533) (1,600)
Pro forma net income $ 14918 $ 41,566
Basic earnings per share:
As reported $ 0.18 $ 0.51
Pro forma $ 0.17 $ 0.49
Diluted earnings per share:
As reported $ 0.18 $ 0.50
Pro forma $ 0.17 $ 0.48

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option valuation model
that uses the assumptions noted in the following table:

Three Months Ended Nine Months Ended
September 30, September 30,

2006 2005 2006 2005
Dividend yield () 45% .30% A43% .30%
Expected volatility ) 33.19% 48.00% 32.38% 48.00%
Risk-free interest rate 3 4.68% 4.00% 5.07% 4.00%
Expected terms 4 7.35 6.00 8.09 6.19

years years years years

14
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Weighted average fair value of options $7.10 $7.66 $8.63
granted

() The dividend yield is based on our historical experience and future expectation of
dividend payouts.

(2) We analyzed the volatility of our stock using historical data from January 1, 2003 through
the end of the most recent period to estimate the expected volatility.

() The risk-free interest rate assumption is based on U.S. Treasury securities at a constant
maturity with a maturity period that most closely resembles the expected term of the stock
option award.

) The expected terms of employee stock options represents the weighted-average period the
stock options are expected to remain outstanding and has been determined based on an
analysis of historical exercise behavior from January 1, 2003 through the end of the most
recent period.

$7.44
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The 2003 Plan is administered by the Compensation Committee of the Board of Directors (the "Compensation
Committee"). The Compensation Committee has discretion to determine the number of shares subject to option and
the terms and conditions of each option, subject to the general limitations of the 2003 Plan, but no single option may
exceed 650,000 shares in any calendar year. The Compensation Committee may award incentive stock options,
non-qualified stock options, and restricted stock grants. Vesting schedules for options are set by the Compensation
Committee and the term of a stock option may not exceed ten years. Stock options must be issued at fair market value,
which is equal to the closing price of the stock on the date the option is granted, as reported by the New York Stock
Exchange. Stock options are subject to a vesting schedule that is set by the Compensation Committee and generally
ranges from three to eight years based upon graded vesting, depending upon the recipient. Most stock options cannot
be exercised until three years after the date of grant and are forfeited upon termination of employment for reasons
other than death, disability, or retirement. Stock options may not be repriced. The 2003 Plan originally reserved
1,500,000 shares for the grant of options, as adjusted for stock splits. In 2005, the Board of Directors and shareholders
authorized an increase in the number of shares reserved for the issuance of stock options to 6,000,000 shares, as
adjusted for stock splits. The 2003 Plan will terminate on February 5, 2013.

We currently do not have a policy regarding the repurchase of shares on the open market.
As of September 30, 2006, there was $18.0 million of unrecognized compensation cost related to unvested
share-based compensation awards granted under the 2003 Plan. That cost is expected to be recognized over a

weighted-average period of three years, and a total period of seven years.

A summary of the award activity under the 2003 Plan as of September 30, 2006, and changes during the nine-month
period is presented below:

Weighted

Average

Exercise

Price Per

Option Totals Share ($)
Outstanding 12/31/2005 4,562,511 10.68
Granted 793,510 18.67
Exercised (315,063) 5.86
Forfeited (322,548) 9.48
Outstanding as of 9/30/06 4,718,410 12.40

A summary of the activity for unvested share awards as of September 30, 2006, and changes during the three-month
period is presented below:

Weighted

Average

Exercise

Unvested Price Per
Option Totals Share ($)

16
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Unvested Outstanding 6/30/06 3,261,301
Granted 12,550
Vested (342,136)

Forfeited (133,774)

Unvested Outstanding as of 9/30/06 2,797,941

10

13.42

16.23

7.12

14.68

14.11

17
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The following table summarizes information about stock options to purchase our common stock at September 30,
2006:

Weighted Weighted Avg.
Range of Weighted Avg. Avg. Exercise Price
Exercise Contractual Exercise Price Number Per Share for
Prices Number Years Per Share Vested and Vested and
6)) Outstanding Remaining ® Exercisable Exercisable ($)
0.00 - 10.00 1,099,335 4.28 5.21 947,796 4.69
10.01 - 1,814,919 7.56 12.10 176,722 11.80
15.00
15.01 - 1,804,156 9.18 17.08 795,951 15.70
25.00
Overall 4,718,410 7.42 12.40 1,920,469 9.91
Total

As of September 30, 2006, the total intrinsic value of options exercised during the nine-month period was
approximately $1.0 million. Based on the market price as of September 30, 2006, the total intrinsic value of options
outstanding at of the end of the current reporting period is approximately $21.5 million, and the total intrinsic value of
options exercisable as of September 30, 2006, is approximately $13.5 million.

Note 3. Earnings Per Share (in thousands, except per share data)

A reconciliation of the basic and diluted earnings per share computations for the three and nine months ended
September 30, 2006 and 2005, respectively, is as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005

Weighted average common shares
outstanding - basic 85,895 85,298 85,823 85,215
Effect of stock options 1,027 1,446 1,254 1,500
Weighted average common share and
common share

equivalents outstanding - diluted 86,922 86,744 87,077 86,715
Net income $ 18,850 $ 15451 $ 52,804 $ 43,166
Earnings per common share and
common share

equivalent
Basic $ 022 % 0.18 $ 062 $ 0.51
Diluted $ 0.22 $ 0.18 $ 0.61 $ 0.50

18
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Certain shares of common stock were excluded in the computation of diluted earnings per share because the options'
exercise prices were greater than the average market price of the common shares, and therefore, the effect would be
anti-dilutive. A summary of those options follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005
Number of anti-dilutive shares 847,855 56,100 30,250 50,850

Note 4. Segment Information

While we have many service centers, we have determined that we have only two operating segments, consisting of (i)
our dry van and refrigerated segment and (ii) our brokerage segment. All of the dry van and refrigerated service
centers are managed based on regions in the United States in which we operate. Each of these service centers has
similar economic characteristics, as they all provide short-to-medium haul truckload carrier services of general
commodities to a similar class of customers. As a result, we have determined that it is appropriate to aggregate these
service centers into one reportable segment consistent with the guidance in SFAS No. 131, "Disclosures about
Segments of an Enterprise and Related Information." Accordingly, we have not presented separate financial
information for each of these service centers. Furthermore, we have not presented separate financial information for
our brokerage subsidiary. The subsidiary qualifies as an operating segment under SFAS No. 131; however, because its
results of operations are not material to the consolidated financial statements as a whole and it does not meet any of
the quantitative tests for reportable segments set out in SFAS No. 131, we have not presented separate financial
information. For the three and nine months ended September 30, 2006, our brokerage subsidiary accounted for 2.6%
and 1.7% of our consolidated revenue, respectively, and less than 1.0% of consolidated net income and assets for
those same periods.

Note 5. New Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements." This statement defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles (GAAP), and expands
disclosures about the use of fair value to measure assets and liabilities. The statement emphasizes that fair value is a
market-based measurement, not an entity-specific measurement, and sets out a fair value hierarchy with the highest
priority being quoted prices in active markets. The statement requires fair value measurements be disclosed by level
within the hierarchy. This statement does not require any new fair value measurements; however, the application of
this statement may change current practice. FAS No. 157 becomes effective for the Company beginning January 1,
2008. We are still assessing the impact of the adoption of FAS No. 157. However, we do not expect FAS No. 157 to
have a material effect on our consolidated financial statements.

In September 2006, the FASB issued Interpretation FIN No. 48, "Accounting for Uncertainty in Income Taxes - an
interpretation of FASB Statement No. 109." This interpretation clarifies the accounting for uncertainty in income taxes
recognized in financial statements in accordance with SFAS No. 109, "Accounting for Income Taxes." This statement
sets forth criteria to recognize, derecognize, and measure benefits related to income taxes and establishes disclosure
requirements pertaining to uncertainty in income tax assets and liabilities. SFAS No. 109 becomes effective for the
Company beginning January 1, 2007. We are still assessing the impact of the adoption of FIN No. 48.

12
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In September 2006, the Securities and Exchange Commission ("SEC") issued Staff Accounting Bulletin No. 108
("SAB No. 108"). Due to diversity in practice among registrants, SAB No. 108 expresses SEC staff views regarding
the process by which misstatements in financial statements are evaluated for purposes of determining whether
financial statement restatement is necessary. SAB No. 108 is effective for fiscal years ending after November 15,
2006. The adoption of SAB No. 108 is not expected to have a material impact on our consolidated financial
statements.

Note 6. Commitments and Contingencies

We are involved in certain legal proceedings arising in the normal course of business. In the opinion of management,
our potential exposure under any currently pending or threatened legal proceedings will not have a material adverse
effect upon our financial position or results of operations.

Note 7. Dividends

On August 4, 2006, we declared a cash dividend of $0.02 per share of our common stock. The dividend was payable
to shareholders of record on September 8, 2006, and was paid on September 29, 2006. We currently expect to
continue to pay quarterly cash dividends in the future. Future payment of cash dividends, and the amount of any such
dividends, will depend upon financial condition, results of operations, cash requirements, tax treatment, and certain
corporate law requirements, as well as other factors deemed relevant by our Board of Directors.

Note 8. Other Assets

In 2003, we signed a partnership agreement with Transportation Resource Partners ("TRP"), who makes privately
negotiated equity investments. Per the original partnership agreement, we were committed to pledge $5.0 million out
of approximately $260.0 million total, resulting in a 1.9% ownership. In the first quarter of 2006, we increased the
commitment amount to $5.5 million. We also made contributions of $750,000 in the current quarter, maintaining an
approximate 2% ownership as of September 30, 2006. The outstanding commitment to TRP is approximately $1.5
million at the end of the quarter.

Note 9. Assets Held for Sale

Included in "Other current assets" on the Balance Sheet is $5.4 million of revenue equipment that will not be utilized
in continuing operations and is being held for sale. We expect to sell these assets and replace them with new assets
within twelve months.

Note 10. Acquisitions

On August 12, 2005, we acquired 100% of the stock of Edwards Bros., Inc. ("Edwards Bros."), an Idaho based
temperature controlled truckload carrier. The total purchase price has been allocated to tangible and intangible assets
acquired and liabilities assumed based on their fair market values as of the acquisition date in accordance with SFAS
No. 141 "Business Combinations" ("SFAS No. 141"). Goodwill has been recorded on the balance sheet for the amount
which the purchase price exceeded the fair value of the assets and liabilities acquired. The acquisition has been
accounted for in our results of operations since the acquisition date. In addition to the purchase price, the purchase
agreement set forth certain conditions upon which an earn-out adjustment to the purchase price may be needed. The
final earn-out settlement of $320,000 was paid in the first quarter of 2006, which is reflected as an increase in
goodwill.

21
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On October 23, 2006, we acquired most of the trucking assets of Roads West Transportation, Inc. and related
corporations (collectively, “Roads West”). Roads West is primarily a temperature controlled truckload carrier, and also
operates dry van and brokerage divisions. In the acquisition, we purchased 133 tractors, 280 trailers, and
miscellaneous other assets. The purchase price for the assets was approximately $15.6 million, not including potential
earn-outs that could increase the price to approximately $16.0 million. We expect to integrate the operations of Roads
West into our service center business model.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operation
Cautionary Note Regarding Forward-Looking Statements

Except for certain historical information contained herein, this report contains forward-looking statements that
involve risks, assumptions, and uncertainties which are difficult to predict. All statements, other than statements of
historical fact, are statements that could be deemed forward-looking statements, including without limitation: any
projections of earnings, revenues, or other financial items; any statement of plans, strategies, and objectives of
management for future operations; any statements concerning proposed new services or developments; any
statements regarding future economic conditions or performance; and any statements of belief and any statement of
assumptions underlying any of the foregoing. Words such as "believe," "may,"” "could,” "expects,” "hopes,"
"anticipates," and "likely," and variations of these words, or similar expressions, are intended to identify such
forward-looking statements. Actual events or results could differ materially from those discussed in forward-looking
statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed
in the section entitled "[tem IA. Risk Factors," set forth below.

All such forward-looking statements speak only as of the date of this Form 10-Q. You are cautioned not to place
undue reliance on such forward-looking statements. The Company expressly disclaims any obligation or undertaking
to release publicly any updates or revisions to any forward-looking statements contained herein to reflect any change
in the Company’s expectations with regard thereto or any change in the events, conditions, or circumstances on which
any such statement is based.

Introduction
Business Overview

We are primarily a truckload carrier headquartered in Phoenix, Arizona. We transport general commodities for
shippers throughout the United States. We provide regional truckload carrier services from our dry van and
temperature controlled service centers. During 2005 we began providing brokerage services. The results of the
brokerage activities were relatively immaterial for the first nine months of 2006 and therefore a detailed discussion of
the financial results of these operations will not be separately presented. As of September 30, 2006, we operated 31
regional service centers - 24 dry van service centers, three temperature controlled service centers, and four brokerage
service centers.

Operating and Growth Strategy

The primary source of our revenue growth has been our ability to open and develop new regional service centers in
selected geographic areas and operate them at or near our targeted margins within a relatively short period of time. In
the third quarter we opened a dry van service center in Boise, Idaho. In the quarter ending December 31, 2006 we
acquired most of the trucking assets of Roads West, including 133 tractors. As part of our growth strategy, we expect
to continue to periodically evaluate acquisition opportunities that meet our financial and operating criteria.
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Revenue and Expenses

We primarily generate revenue by transporting freight for our customers. Generally, we are paid a predetermined rate
per mile or per load for our services. We enhance our revenue by charging for tractor and trailer detention, loading and
unloading activities, brokerage operations, and other specialized services, as well as through the collection of fuel
surcharges to mitigate the impact of increases in the cost of fuel. The main factors that affect our revenue are the
revenue per mile we receive from our customers, the percentage of miles for which we are compensated, and the
number of miles we generate with our equipment. These factors relate, among other things, to the general level of
economic activity in the United States, inventory levels, specific customer demand, the level of capacity in the
trucking industry, and driver availability.

The main factors that impact our profitability in terms of expenses are the variable costs of transporting freight for our
customers. These costs include fuel expense, driver-related expenses, such as wages, benefits, training and
recruitment, and independent contractor and third party carrier costs, which are recorded on the "Purchased
Transportation" line of our consolidated statements of income. Expenses that have both fixed and variable components
include maintenance and tire expense and our total cost of insurance and claims. These expenses generally vary with
the miles we travel, but also have a controllable component based on safety, fleet age, efficiency, and other factors.
Our main fixed costs are the acquisition and financing of long-term assets, such as revenue equipment and terminal
facilities and the compensation of non-driver personnel. Effectively controlling our expenses and managing our net
cost of revenue equipment acquisition and disposition, including any related gains or losses, are important elements of
assuring our profitability. The primary measure we use to evaluate our profitability is operating ratio, excluding the
impact of fuel surcharge revenue (operating expenses, net of fuel surcharge, expressed as a percentage of revenue,
before fuel surcharge).

Recent Results of Operations and Quarter-End Financial Condition

For the quarter ended September 30, 2006, our results of operations improved as follows versus the same period in
2005:

Revenue, before fuel surcharge, increased 15.1%, to $146.6 million from
$127.4 million;

Net income increased 22.0%, to $18.9 million from $15.5 million; and
Net income per diluted share increased 22.2%, to $0.22 from $0.18.

During the third quarter of 2006, revenue growth was driven by a combination of fleet expansion and increased
revenue per mile. Average revenue per loaded mile (excluding fuel surcharge) increased 7.6%, to $1.766 from $1.642
in the third quarter of 2005. Non-revenue miles increased to 12.5% in the third quarter of 2006, from 11.6% in the
third quarter of 2005. Average miles per tractor decreased 6.4% as compared to the same period of 2005. Adjusting
for the one less business day in the third quarter 2006 (63 business days) compared to third quarter 2005 (64 business
days), average miles per tractor would have decreased 4.9%. The decrease in utilization is also attributed to a less
robust freight environment, more stringent hours of service regulations, and a shortened length of haul. Overall, the
increase in revenue per mile and the decrease in utilization did not have a material impact on our average revenue per
tractor per week, which remained essentially constant at $3,154 in the third quarter 2006, compared to $3,159 in the
same quarter last year. Our operating ratio, net of fuel surcharge (operating expenses, net of fuel surcharge, expressed
as a percentage of revenue, before fuel surcharge), of 79.1% for the quarter ended September 30, 2006, represents a
130 basis point improvement from the same period of 2005. The improvement is due to the combination of revenue
growth driven by fleet expansion and increased revenue per mile, as well as our constant focus on cost controls.
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During the quarter, average tractors operated increased 12.5% compared to the third quarter of 2005, an increase of
385 tractors. We expanded our fleet by 161 tractors compared to the second quarter of 2006. For the quarter, we
invested $30.7 million in net capital expenditures. At September 30, 2006, our balance sheet reflected $17.1 million in
cash and short-term investments, zero debt, and $406.4 million in shareholders' equity.

On October 23, 2006, we acquired most of the trucking assets of Roads West. We paid cash for the transaction and did
not assume any debt or other outstanding obligations. After funding the transaction, including future payments of
related earn-outs, if any, we will have used most of the cash and investments that were on our balance sheet at
September 30, 2006.

Results of Operations

The following table sets forth the percentage relationships of our expense items to total revenue and revenue, before
fuel surcharge, for the three-month and nine-month periods ended September 30, 2006 and 2005. Fuel expense as a
percentage of revenue, before fuel surcharge, is calculated using fuel expense, net of fuel surcharge. Management
believes that eliminating the impact of this sometimes volatile source of revenue affords a more consistent basis for
comparing our results of operations from period to period.

(Revenue before fuel (Revenue before fuel
(Total revenue) surcharge) (Total revenue) surcharge)
Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2006 2005 2006 2005 2006 2005 2006 2005

100.0% 100.0%  100.0% 100.0%  100.0% 100.0% 100.0% 100.0%
Revenue

Operating expenses:
Salaries, wages and

benefits 28.3 28.7 33.8 32.9 28.7 29.3 33.8 33.0
Fuel 26.1 25.3 11.9 14.4 25.5 23.1 12.4 13.7
Operations and
maintenance 5.3 6.2 6.3 7.1 5.5 6.2 6.5 6.9
Insurance and claims 4.0 34 4.7 3.9 3.8 4.3 4.5 4.8
Operating taxes and
licenses 2.0 2.1 2.3 24 2.1 2.2 24 2.5
Communications 0.8 0.7 1.0 0.8 0.8 0.7 1.0 0.8
Depreciation and

amortization 8.8 9.1 10.5 10.5 9.2 9.6 10.8 10.8
Lease expense -
revenue

equipment 0.1 0.0 0.1 0.1 0.1 0.0 0.1 0.0
Purchased
transportation 6.2 5.9 7.4 6.7 5.8 5.6 6.8 6.2
Miscellaneous
operating

expenses 0.9 1.5 1.1 1.6 0.8 14 0.9 1.5
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Total operating

expenses 82.5 82.9 79.1 80.4 82.3 82.4 79.2 80.2
Income from
operations 17.5 17.1 20.9 19.6 17.7 17.6 20.8 19.8

Net interest,
investment, and

other income 0.2 0.5 0.2 0.6 0.2 0.3 0.2 0.2
Income before income
taxes 17.7 17.6 21.1 20.2 17.9 17.9 21.0 20.0
Income taxes 6.9 7.0 8.2 8.1 7.1 7.2 8.3 8.0
Net income 10.8% 10.6% 12.9% 12.1% 10.8% 10.7% 12.7% 12.0%

There are minor rounding differences in the above table.
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A discussion of our results of operations for the nine- and three-month periods ended September 30, 2006 and 2005 is
set forth below.

Comparison of Nine Months and Three Months Ended September 30, 2006 to Nine Months and Three Months
Ended September 30, 2005

Total revenue for the nine months ended September 30, 2006 increased 21.7% to $489.5 million from $402.2 million
for the same period in 2005. Total revenue included $73.2 million of fuel surcharge revenue in the 2006 period
compared to $44.0 million in the 2005 period. Our total revenue for the quarter ended September 30, 2006 increased
19.5% to $174.7 million from $146.2 million for the same quarter in 2005. Total revenue included $28.1 million of
fuel surcharge revenue in the 2006 quarter compared to $18.7 million in the 2005 quarter. In discussing our results of
operations, we use revenue, before fuel surcharge, and fuel expense, net of surcharge, because management believes
that eliminating the impact of this sometimes volatile source of revenue affords a more consistent basis for comparing
our results of operations from period to period. We also discuss the changes in our expenses as a percentage of
revenue, before fuel surcharge, rather than absolute dollar changes. We do this because we believe the high variable
cost nature of our business makes a comparison of changes in expenses as a percentage of revenue, before fuel
surcharge, more meaningful than absolute dollar changes.

Revenue, before fuel surcharge, increased 16.2% to $416.3 million for nine months ended September 30, 2006 from
$358.2 million for the same period in 2005. Revenue, before fuel surcharge, increased 15.1% to $146.6 million in the
quarter ended September 30, 2006 from $127.4 million for the same period in 2005. These increases are due primarily
to fleet expansion (through opening new service centers) and increased revenue per mile and secondarily to the
acquisition of Edwards Bros. and the opening of our brokerage subsidiary, both in the third quarter of 2005. In the
third quarter of 2006, we opened our 24t dry van truckload service center in Boise, Idaho. Our average tractor fleet
grew to 3,371 tractors for the nine months ended September 30, 2006, compared to 2,945 tractors during the same
period of 2005, which is a 14.5% increase. For the third quarter of 2006, average freight revenue per tractor per week
remained essentially constant at $3,154 compared with $3,159 during a very strong freight quarter in 2005.
Comparing the third quarter of 2006 to the third quarter of 2005, average revenue per loaded mile, before fuel
surcharges, increased 7.6%, while non-revenue miles increased by a percentage point with a shorter average length of
haul. Average miles per tractor decreased 6.4% as compared to the same period of 2005. Adjusting for the one less
business day in the third quarter 2006 (63) compared to third quarter 2005 (64), average miles per tractor would have
decreased 4.9%. The decrease in utilization is also attributed to a less robust freight environment, more stringent hours
of service regulations, and a shortened length of haul. Average fleet growth was in line with growth in revenue before
fuel surcharge because average revenue, before surcharge, per tractor remained essentially constant.

Salaries, wages and benefits expense as a percentage of revenue, before fuel surcharge, increased to 33.8% for the
nine months ended September 30, 2006, from 33.0% for the same period in 2005. Salaries, wages and benefits
expense increased as a percentage of revenue, before fuel surcharge, to 33.8% for the quarter ended September 30,
2006, compared to 32.9% for the same period in 2005. The increase is mostly due to stock option expense associated
with the adoption of SFAS 123R, which became effective January 1, 2006. Stock option expense was $2.6 million or
0.6% of revenue, before fuel surcharge, for the nine months ended September 30, 2006, and $1.0 million, or 0.7% for
the three months ended September 30, 2006. For our employees, we record accruals for workers' compensation
benefits as a component of our claims accrual, and the related expense is reflected in salaries, wages and benefits in
our consolidated statements of income.
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Fuel expense, net of fuel surcharge, as a percentage of revenue before fuel surcharge, decreased to 12.4% for the nine
months ended September 30, 2006, from 13.7% for the same period in 2005. For the quarter ended September 30,
2006, fuel expense, net of fuel surcharge, also decreased to 11.9%, from 14.4% for the same period in 2005. The
decrease in fuel cost is mainly due to improved purchasing, lowered idle time, and improved fuel surcharge collection.
We maintain a fuel surcharge program to assist us in recovering a portion of increased fuel costs. Fuel surcharge
revenue was $73.2 million for the nine months ended September 30, 2006, compared to $44.0 million for the same
period in 2005. For the quarter ended September 30, 2006, fuel surcharge revenue was $28.1 million compared to
$18.7 million for the same quarter in 2005. While the average diesel fuel cost increased in July and August this year,
the average fuel cost decreased substantially in September. Overall, the average fuel cost increased more than thirty
cents per gallon in the third quarter 2006, compared to the same quarter in 2005. For the quarter ended September 30,
2006, gross fuel expense, as a percentage of total revenue, including fuel surcharge, increased to 26.1% from 25.3%
for the corresponding quarter in 2005.

Operations and maintenance expense, as a percentage of revenue, before fuel surcharge, decreased to 6.5% for the
nine months ended September 30, 2006, compared to 6.9% for the same period in 2005. For the quarter ended
September 30, 2006, operations and maintenance expense, as a percentage of revenue, before fuel surcharge,
decreased to 6.3%, compared to 7.1% for the same quarter in 2005. The decrease is primarily due to the reduction in
the average age of our equipment and the increase in routine service and maintenance completed at our regional
service centers. This is also due to increased revenue per mile and lower miles per tractor, which improved this
primarily mileage-based expense as a percentage of revenue. The average age of our company tractors and trailers at
September 30, 2006, is 19 months and 50 months, respectively, as compared to 23 months and 51 months a year ago.
Independent contractors pay for the maintenance of their own vehicles.

Insurance and claims expense as a percentage of revenue, before fuel surcharge, decreased to 4.5% for the nine
months ended September 30, 2006, compared to 4.8% for the same period in 2005. This improvement is due to a
decrease in the number and severity of claims we experienced during the first six months of 2006, compared to the
same period in 2005. Increased revenue per mile and lower miles per tractor, also improved this primarily
mileage-based expense as a percentage of revenue. These improvements were partially offset by an increase in the
number of claims we experienced during the quarter ended September 30, 2006. Accordingly, for the quarter ended
September 30, 2006, insurance and claims expense as a percentage of revenue, before fuel surcharge, increased to
4.7%, from 3.9% for the same period in 2005.

Operating taxes and licenses expense as a percentage of revenue, before fuel surcharge, decreased slightly to 2.4% for
the nine months ended September 30, 2006, compared to 2.5% for the same period in 2005. For the quarter ended
September 30, 2006, operating taxes and licenses expense as a percentage of revenue, before fuel surcharge, also
decreased slightly to 2.3% from 2.4% for the same period in 2005. The decrease is mainly due to improved revenue
per mile.

Communications expenses as a percentage of revenue, before fuel surcharge, increased to 1.0% for the nine-month
and three-month periods ended September 30, 2006, from 0.8% for the same periods in 2005. The increase is due to
the implementation of new equipment tracking devices, for which we incur monthly service fees.

Depreciation and amortization expense as a percentage of revenue, before fuel surcharge, increased slightly to 10.8%
for the nine-month period ended September 30, 2006, compared to 10.7% for the same period in 2005. Depreciation
and amortization expense for the quarters ended September 30, 2006, and 2005, as a percentage of revenue, before
fuel surcharge, remained constant at 10.5%. The percentage of our fleet comprised of company-owned vehicles
increased to 93.5% at September 30, 2006, compared to 92.4% at September 30, 2005. Additional deprecation
expense resulting from a greater number of company units was offset by increased revenue per mile.
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Lease expense for revenue equipment as a percentage of revenue, before fuel surcharge, increased to 0.1% for the nine
months ended September 30, 2006, from zero for the same period in 2005. Prior to the acquisition of Edwards Bros. in
the third quarter of 2005, we owned all of our revenue equipment and therefore did not incur any lease expense. For
the quarters ended September 30, 2006, and 2005, lease expense for revenue equipment as a percentage of revenue,
before fuel surcharge, remained constant at 0.1%. As of September 30, 2006, there were 26 tractors under operating
leases.

Purchased transportation represents the amount that independent contractors, as well as contracted carriers for our
brokerage division, are paid to haul freight for us on a mutually agreed upon per-mile basis. Purchased transportation
expense as a percentage of revenue, before fuel surcharge, increased to 6.8% for the nine months ended September 30,
2006, from 6.2% for the same period in 2005. For the quarter ended September 30, 2006, purchased transportation
expense as a percentage of revenue, before fuel surcharge, increased to 7.4%, from 6.7% for the same quarter in 2005.
The increase in this category is primarily due to payments to outside carriers for transportation services arranged by
our brokerage division, which began operations in the third quarter of 2005. Excluding purchased transportation
expense from our brokerage division, this expense as a percentage of revenue, before fuel surcharge, would have
decreased to 5.3% and 4.9% for the nine months and for the quarter ended September 30, 2006, respectively, as
compared to 6.0% and 6.2% for the same periods a year ago. The decrease is attributed to a lower percentage of owner
operator tractors being operated in the current year. As of September 30, 2006, our total fleet included 232 tractors
owned and operated by independent contractors, compared to 241 tractors owned and operated by independent
contractors at September 30, 2005.

Miscellaneous operating expenses as a percentage of revenue, before fuel surcharge, decreased to 0.9% and 1.1% for
the nine-month and three-month periods ended September 30, 2006, respectively, compared to 1.5% and 1.6% for the
same periods in 2005. Gains from sale of used equipment are included in miscellaneous operating expenses. Gains
from sale of equipment were $6.8 million and $2.1 million for the nine-month and three-month periods ended
September 30, 2006, respectively, compared to $1.8 million and $0.5 million for the same periods in 2005. Excluding
gains from sale of used equipment, miscellaneous operating expenses increased to 2.5% for the nine-month and
three-month periods ended September 30, 2006, from 2.0% in the same periods in 2005. This increase is primarily due
to additional expenditures related to technology improvements, consulting and professional fees, and higher allowance
for bad debts.

As a result of the above factors, our operating ratio, net of fuel surcharge (operating expenses, net of fuel surcharge,
expressed as a percentage of revenue, before fuel surcharge), improved to 79.2% for the nine months ended September
30, 2006, from 80.2% for same period in 2005. For the quarter ended September 30, 2006, our operating ratio
improved to 79.1% from 80.4% for same quarter in 2005.

Net interest, investment, and other income remained at 0.2% of revenue, before fuel surcharge, for the nine months
ended September 30, 2006. For the quarter ended September 30, 2006, net interest, investment, and other income
decreased to 0.2%, from 0.6% for the same quarter a year ago. We had no outstanding debt at September 30, 2006 or
2005.

Income taxes have been provided at the statutory federal and state rates, adjusted for certain permanent differences
between financial statement income and income for tax reporting. Our effective tax rate for 2006 will be 39.5%
compared to 40.0% for 2005. As a percentage of revenue, before fuel surcharge, income tax expense increased to
8.3% for the nine months ended September 30, 2006, from 8.0% for the same period in 2005. For the quarter ended
September 30, 2006, income tax expense, as a percentage of revenue, before fuel surcharge, increased to 8.2% from
8.1% for the same quarter in 2005. The increase was primarily due to the increase in our pre-tax income.
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As a result of the preceding changes, our net income, as a percentage of revenue before fuel surcharge, increased to
12.7% for the nine months ended September 30, 2006, compared to 12.0% for the same period in 2005. For the
quarter ended September 30, 2006, our net income, as a percentage of revenue before fuel surcharge, increased to
12.9%, compared to 12.1% in the same quarter in 2005.

Liquidity and Capital Resources

The growth of our business has required, and will continue to require, a significant investment in new revenue
equipment. Our primary source of liquidity has been funds provided by operations.

Net cash provided by operating activities was $86.4 million for the nine months ended September 30, 2006, compared
to $62.3 million for the same period in 2005. The increase for the nine months ended September 30, 2006, is due to
the combination of increased net income and depreciation, as well as improved collection of accounts receivable. This
increase was partially offset by higher gain from sale of equipment and a reduction in short term investments for the
nine months ended September 30, 2006.

Net cash used in investing activities was $90.7 million for the nine months ended September 30, 2006, compared to
$72.2 million for the 2005 period, reflecting continued investment in revenue equipment to support our growth.
Capital expenditures for the purchase of revenue equipment, office equipment, land and leasehold improvements, net
of equipment sales and trade-ins, totaled approximately $88.1 million for the nine months ended September 30, 2006,
compared to $66.0 million for the same period in 2005. Including trucking equipment purchased through the Roads
West acquisition, we anticipate capital expenditures, net of equipment sales and trade-ins, of approximately $30.0 to
$40.0 million in the fourth quarter 2006. We expect that these capital expenditures will be used primarily to acquire
new revenue equipment.

Net cash used in financing activities was $3.8 million for the nine months ended September 30, 2006, compared to net
cash used in financing of $7.4 million for same period in 2005. The decrease is mainly due to debt payments made in
2005 related to the acquisition of Edwards Bros., which was partially off-set by higher cash dividends paid this year.
Cash dividends in the amount of $6.9 million were distributed during the nine months ended September 30, 2006,
compared to $2.3 million distributed during the same period in 2005. The dividend declared in the fourth quarter of
2005 was paid on February 14, 2006, resulting in one additional distribution in 2006. We also declared a three-for-two
stock split in December 2005, which effectively increased aggregate dividends paid by 50.0%.

At September 30, 2006, we did not have any outstanding debt. We currently maintain a line of credit, which permits
revolving borrowings and letters of credit totaling $25.0 million. At September 30, 2006, the line of credit consisted
solely of issued but unused letters of credit totaling $23.8 million. We are obligated to comply with certain financial
covenants under our line of credit agreement, and we were in compliance with these covenants at September 30, 2006.
In October 2006 we raised our line of credit to $50.0 million.

As of September 30, 2006, we held $17.1 million in cash, cash equivalents, and short term investments. On October
23, 2006, we acquired most of the trucking assets of Roads West. We paid cash for the transaction and did not assume
any debt or other outstanding obligations. After funding the transaction, including future payments of related
earn-outs, if any, we will have used most of the cash and investments that were on our balance sheet at September 30,
2006. Management believes we will be able to finance our near term needs for working capital over the next twelve
months, as well as acquisitions of revenue equipment during such period, with cash balances, cash flows from
operations, and borrowings, if any, available under our existing line of credit. We will continue to have significant
capital requirements over the long-term, which may require us to incur debt or seek additional equity capital. The
availability of additional capital will depend upon prevailing market conditions, the market price of our common
stock, and several other factors over which we have limited control, as well as our financial condition and results of
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operations. Nevertheless, based on our recent operating results, current cash position, anticipated future cash flows,
and sources of financing that we expect will be available to us, we do not expect that we will experience any
significant liquidity constraints in the foreseeable future.
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Off-Balance Sheet Transactions

Our liquidity is not materially affected by off-balance sheet transactions. Like many other trucking companies,
periodically we have utilized operating leases to finance a portion of our revenue equipment acquisitions. At
September 30, 2006, we had 26 tractors held under operating leases. Vehicles held under operating leases were not
carried on our balance sheet, and lease payments in respect of such vehicles are reflected in our income statements in
the line item "Lease expense - revenue equipment."

Critical Accounting Policies and Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United
States of America requires that management make a number of assumptions and estimates that affect the reported
amounts of assets, liabilities, revenue, and expenses in our consolidated financial statements and accompanying notes.
Management bases its estimates on historical experience and various other assumptions believed to be reasonable.
Although these estimates are based on management's best knowledge of current events and actions that may impact us
in the future, actual results may differ from these estimates and assumptions. Our critical accounting policies are those
that affect, or could affect our financial statements materially and involve a significant level of judgment by
management.

Revenue Recognition. We recognize revenue when persuasive evidence of an arrangement exists, delivery has
occurred, the fee is fixed or determinable and collectibility is probable. These conditions are met upon delivery.

Depreciation. Property and equipment are stated at cost. Depreciation on property and equipment is calculated by the
straight-line method over the estimated useful life, which ranges from three to thirty years, down to an estimated
salvage value of the property and equipment, which ranges from 10% to 30% of the capitalized cost. We periodically
evaluate the useful lives and salvage values of our property and equipment based upon, among other things, our
experience with similar assets, including gains or losses upon dispositions of such assets. Our determinations with
respect to salvage values are based upon the expected market values of equipment at the end of the expected life. We
presently do not expect any decrease in the salvage values of our revenue equipment as a result of conditions in the
used equipment market or otherwise. We do not depreciate assets held for sale.

Tires on revenue equipment purchased are capitalized as a part of the equipment cost and depreciated over the life of
the vehicle. Replacement tires and recapping costs are expensed when placed in service.

Claims Accrual. Reserves and estimates for claims is another of our critical accounting policies. The primary claims
arising for us consist of cargo liability, personal injury, property damage, collision and comprehensive, workers'
compensation, and employee medical expenses. We maintain self-insurance levels for these various areas of risk and
have established reserves to cover these self-insured liabilities. We also maintain insurance to cover liabilities in
excess of the self-insurance amounts. The claims reserves represent accruals for the estimated self-insured portion of
pending claims, including adverse development of known claims, as well as incurred but not reported claims. These
estimates are based on historical information, primarily our own claims experience and the experience of our third
party administrator, along with certain assumptions about future events. Changes in assumptions as well as changes in
actual experience could cause these estimates to change over time. The level of our self-insured retention for personal
injury, property damage, and cargo claims is at $1.5 million. The self-insured retention for workers compensation is
$0.5 million per occurrence.
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Accounting for Income Taxes. Management judgment is required in determining our provision for income taxes and
in determining whether deferred tax assets will be realized in full or in part. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. If it were ever estimated that it is more likely than not that all or
some portion of specific deferred tax assets would not be realized, a valuation allowance would have to be established
for the amount of the deferred tax assets that were determined not to be realizable. A valuation allowance for deferred
tax assets has not been deemed necessary due to our profitable operations. Accordingly, if the facts or financial results
were to change, thereby impacting the likelihood of realizing the deferred tax assets, judgment would have to be
applied to determine the amount of valuation allowance required in any given period. See footnote 5 to the condensed
consolidated financial statements on the recently issued FIN No. 48.

Recent Accounting Pronouncements. See footnote 5 to the condensed consolidated financial statements on New
Accounting Pronouncements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risk changes in interest rate on debt and from changes in commodity prices.

Under Financial Accounting Reporting Release Number 48 and SEC rules and regulations, we are required to disclose
information concerning market risk with respect to foreign exchange rates, interest rates, and commodity prices. We
have elected to make such disclosures, to the extent applicable, using a sensitivity analysis approach, based on
hypothetical changes in interest rates and commodity prices.

We currently do not use derivative financial instruments for risk management purposes and do not use them for either
speculation or trading. Because our operations are confined to the United States, we are not subject to foreign currency
risk.

Interest Rate Risk

We are subject to interest rate risk to the extent we borrow against our line of credit or incur debt in the acquisition of
revenue equipment. We attempt to manage our interest rate risk by managing the amount of debt we carry. We did not
have any debt outstanding at September 30, 2006, and therefore had no market risk related to debt.

Commodity Price Risk

We also are subject to commodity price risk with respect to purchases of fuel. The price and availability of diesel fuel
can fluctuate due to market factors that are beyond our control. We believe fuel surcharges are effective at mitigating
the risk of high fuel prices, although we do not recover the full amount of fuel price increases. As of September 30,
2006, we did not have any derivative financial instruments to reduce our exposure to fuel price fluctuations.

Item 4. Controls and Procedures

We have established disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended) to ensure that material information relating to us, including our
consolidated subsidiaries, is made known to the officers who certify our financial reports and to other members of
senior management and the Board of Directors.

Based on their evaluation as of September 30, 2006, our principal executive officer and principal financial officer
have concluded that our disclosure controls and procedures are effective to ensure that the information required to be
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There was no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the quarter ended September 30, 2006, that has materially affected, or is reasonably
likely to materially affect, our internal control over financial reporting.

We have confidence in our disclosure controls and procedures and internal control over financial reporting.
Nevertheless, our management, including our principal executive officer and principal financial officer, does not
expect that our disclosure controls and procedures and internal control over financial reporting will prevent all errors,
misstatements or fraud. A control system, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of the control system are met. Further, the design of a control system must
reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their
costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all of our control issues and instances of fraud, if any, have been detected.

PART II - OTHER INFORMATION
Item 1. Legal Proceedings

We are a party to ordinary, routine litigation and administrative proceedings incidental to our business. These
proceedings primarily involve claims for personal injury or property damage incurred in the transportation of freight
and for personnel matters.

Item 1A. Risk Factors

While we attempt to identify, manage, and mitigate risks and uncertainties associated with our business, some level of
risk and uncertainty will always be present. Our Annual Report on Form 10-K for the year ended December 31, 2005
("2005 Form 10-K"), in the section entitled "Item 1A. Risk Factors," describes some of the risks and uncertainties
associated with our business. These risks and uncertainties have the potential to materially affect our business,
financial condition, results of operations, cash flows, projected results, and future prospects. In addition to the risk
factors set forth on our Form 10-K, we believe that the recent acquisition of most of the assets of Roads West
increases the level of risk and uncertainty present in our business. The risks and uncertainties, include, without
limitation, the risk that the integration of Roads West assets into the Company over time will not be successful, will be
delayed, or otherwise will not proceed as planned; the risk that the Company will lose key components of the acquired
operation, including customers and drivers, none of whom are bound to remain with the acquired operation; the risk of
geographic expansion of operations; the risk of stretching management resources; the risk that the Company will not
be able to improve the profitability of the acquired operation and operate it near the level of the Company's
profitability; the risk of receiving less than expected for tractors and trailers expected to be disposed of and recording
a loss on disposal of such equipment; and the risk of unknown liabilities related to the acquired operation.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Not Applicable

Item 3.  Defaults Upon Senior Securities
Not Applicable

Item 4. Submission of Matters to a Vote of Security Holders
Not Applicable
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Exhibits

Exhibits required by Item 601 of Regulation S-K

Description

Articles of Incorporation and Bylaws

(3.1) Restated Articles of Incorporation of the Company. (Incorporated by
reference to Exhibit 3.1 to the Company's Registration Statement on Form
S-1. No 33-83534.)

(3.1.1)First Amendment to Restated Articles of Incorporation of the Company.
(Incorporated by reference to Exhibit 3.1.1 to the Company's report on
Form 10-K for the period ended December 31, 2000.)

(3.1.2)Second Amendment to Restated Articles of Incorporation of the Company.
(Incorporated by reference to Exhibit 3.1.2 to the Company's Registration
Statement on Form S-3 No. 333-72130.)

(3.1.3)Third Amendment to Restated Articles of Incorporation of the Company.
(Incorporated by reference to Exhibit 3.1.3 to the Company's Report on
Form 10-K for the period ended December 31, 2002.)

(3.2) Restated Bylaws of the Company. (Incorporated by reference to Exhibit 3.2
to the Company's Registration Statement on Form S-3 No. 333-72130.)

(3.2.1)First Amendment to Restated Bylaws of the Company. (Incorporated by
reference to Exhibit 3.2.1 to the Company's Report on Form 10-K for the
period ended December 31, 2002.)

(3.2.2)Second Amendment to Restated Bylaws of the Company. (Incorporated by
reference to Exhibit 3.2.1 to the Company's Report on Form 8-K dated
March 2, 2005 and filed on March 4, 2005.)

Instruments defining the rights of security holders, including indentures

(4.1) Articles 4, 10, and 11 of the Restated Articles of Incorporation of the
Company. (Incorporated by reference to Exhibit 3.1 to this Report on Form

10-Q.)

4.2)
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Sections 2 and 5 of the Restated Bylaws of the Company. (Incorporated by
reference to Exhibit 3.2 to this Report on Form 10-Q.)

(4.3) Knight Transportation, Inc. 2003 Stock Option Plan. (Incorporated by
reference from Exhibit 1 to the Company's Proxy Statement filed April 4,
2003 on Schedule 14A.)

(4.3.1)First Amendment to Knight Transportation, Inc. 2003 Stock Option Plan.

(Incorporated by reference to Exhibit 10.10.1 to the Company's Report of
Form 10-Q for the period ended March 31, 2005.)
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Exhibit
31
(31.1)*
(31.2)*
Exhibit
32
(32.1)*
(32.2)*
*Filed herewith.
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Section 302 Certifications

Certification pursuant to Item 601(b)(31) of Regulation S-K, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, by Kevin
P. Knight, the Company's Chief Executive Officer.

Certification pursuant to Item 601(b)(31) of Regulation S-K, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, by David
A. Jackson, the Company's Chief Financial Officer.

Section 906 Certifications

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, by Kevin P Knight,
the Company's Chief Executive Officer.

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, by David A.
Jackson, the Company's Chief Financial Officer.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

KNIGHT
TRANSPORTATION,
INC.

Date: November 8, 2006 By:/s/ Kevin P. Knight
Kevin P. Knight
Chief Executive Officer, in
his capacity as such and
on behalf of the registrant

Date: November 8, 2006 By:/s/ David A. Jackson
David A. Jackson
Chief Financial Officer, in
his capacity as such and
on behalf of the registrant
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