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Item 1. Financial Statenents



P. A M TRANSPORTATI ON SERVI CES

AND SUBSI DI ARI ES

I NC.

CONDENSED CONSCOLI DATED BALANCE SHEETS
(in thousands, except share data)

ASSETS
CURRENT ASSETS
Cash and cash equival ents
Accounts receivabl e-net:
Tr ade
Q her
I nventories
Prepai d expenses and deposits
Mar ket abl e equity securities avail able-for-sale
I ncone taxes refundable

Total current assets

PROPERTY AND EQUI PMENT:

Land

Structures and inprovenents
Revenue equi prment

Ofice furniture and equi pnent

Total property and equi prent
Accurul at ed depreci ation

Net property and equi prent

OTHER ASSETS
Goodwi | |
Non- conpet e agr eenent s
O her

Total other assets

TOTAL ASSETS

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
CURRENT LI ABI LI TI ES

Account s payabl e

Accrued expenses and other liabilities
Current maturities of |ong-term debt

I ncone taxes payabl e

Deferred i ncone taxes-current

Total current liabilities

Long-term debt-1ess current portion
Deferred i ncone taxes-less current portion
O her

Total liabilities

SHAREHOLDERS' EQUI TY:
Preferred stock, $.01 par val ue
10, 000, 000 shares authorized; none issued
Common stock, $.01 par val ue
40, 000, 000 shares authorized; issued and
out st andi ng- 10, 744, 207 at Septenber 30, 2005
11, 303, 207 at Decenber 31, 2004
Addi tional paid-in capita
Accurrul at ed ot her conprehensive i nconme
Treasury stock, at cost; 600,000 shares
Ret ai ned ear ni ngs

Total sharehol ders' equity

TOTAL LI ABILITIES AND SHAREHOLDERS' EQUITY

Sept ember 30, Decenber 31
2005 2004
(unaudi t ed) (see note)
$ 8,968 $ 19,659

62, 345 47, 926

1, 236 1, 110
770 913

9, 989 14, 862
10, 406 8, 792
561 754

94, 275 94,016
2,674 2,674
9,319 9, 299
249, 889 238, 750
6, 644 6, 449
268, 526 257,172
(88, 518) (83, 029)
180, 008 174,143
15, 413 15, 413
467 654
1,122 1,123
17, 002 17,190
$ 291, 285 $ 285, 349
$ 28,871 $ 28,702
11, 512 9, 828
2,336 2,080
1,281 -
7,587 7,162
51, 587 47,772
23,928 23,225
47, 351 45, 375
285 434
123, 151 116, 806
113 113

76, 429 76, 050
1, 590 1,151
(10, 023) -
100, 025 91, 229
168, 134 168, 543
$ 291, 285 $ 285, 349

Note: The bal ance sheet at Decenber 31, 2004 has been derived fromthe audited

financial statenments at that date but does not include al

of the information

and footnotes required by generally accepted accounting principles for conplete
financial statements. See notes to condensed consolidated financia

statenents.



P. A M TRANSPORTATI ON SERVI CES, | NC.

AND SUBSI DI ARl ES
CONDENSED CONSOLI DATED STATEMENTS OF OPERATI ONS

(unaudi t ed)

(in thousands, except

OPERATI NG REVENUES

Revenue, before fuel surcharge $

Fuel surcharge

OPERATI NG EXPENSES AND COSTS:

Sal ari es, wages, and benefits

Qperating supplies and expenses

Rents and purchased transportation

Depreci ation and anortization

Operating taxes and |icenses

I nsurance and cl ai ns

Communi cations and utilities

Q her

(Gain) loss on sale or disposal of equipnent

Total operating expenses and costs

NET OPERATI NG | NCOVE

NON- OPERATI NG | NCOVE
| NTEREST EXPENSE

NET | NCOVE BEFORE | NCOVE TAXES

FEDERAL AND STATE | NCOVE TAXES
Current
Def erred

Total federal and state incone taxes

NET | NCOMVE $

EARNI NGS PER COMMON SHARE:!
Basi c $

Di | ut ed $

AVERAGE COMMON SHARES OUTSTANDI NG
Basi c

Di |l uted

per share data)

Three Mont hs Ended

See notes to condensed consolidated financial statenents

Sept ember 30,
2005 2004
79, 062 $ 75,222
9, 422 3,857
88, 484 79, 079
29,992 28, 060
27,589 19, 030
9, 495 9, 505
7,662 7,649
3, 907 3,708
3,584 3,848
638 639
1,698 745
(94) 306
84,471 73, 490
4,013 5, 589
155 161
(422) (466)
3,746 5, 284
3,181 (257)
(1, 648) 2,393
1,533 2,136
2,213 $ 3, 148
0. 20 $ 0. 28
0. 20 $ 0. 28
10, 818 11, 298
10, 821 11, 324

Ni ne Mont hs Ended
Sept enber 30

2005 2004
$ 242, 492 $ 231, 966
23, 211 9,518
265, 703 241, 484
92, 641 88, 098

75, 357 55, 995

28, 750 29, 277

22, 785 22, 534

11, 911 11, 664

12, 215 11, 741

1, 980 2, 005
4,365 3, 649
(20) 584

249, 984 225, 547
15, 719 15, 937
454 316

(1, 341) (1,320)

14, 832 14, 933
3,931 378

2, 105 5,729

6, 036 6, 107

$ 8, 79 $ 8, 826
$ 0.79 $ 0.78
$ 0.79 $ 0.78
11,077 11, 296

11, 090 11, 323




P. A’ M TRANSPORTATI ON SERVI CES, | NC.
AND SUBSI DI ARl ES
CONDENSED CONSOL| DATED STATEMENTS OF CASH FLOMS
(unaudi t ed)
(i n thousands)

Ni ne Mont hs Ended
Sept enber 30,

2005
OPERATI NG ACTI VI TI ES:
Net i ncome $ 8,796
Adj ustnents to reconcile net incone to net
cash provided by operating activities:

Depreci ation and anortization 22,785
Bad debt expense (recoveries) 765
Non- conpet e agreenment anortization-net of paynents 38
Provision for deferred inconme taxes 2,105
(Gain) loss on sale or disposal of equipnent (20)
Changes in operating assets and liabilities:
Accounts recei vabl e (15, 329)
Prepai d expenses, inventories, and other assets 5,016
I ncome taxes payabl e 1,474
Trade accounts payabl e (4, 253)
Accrued expenses 1, 684
Net cash provi ded by operating activities 23,061
I NVESTI NG ACTI VI Tl ES:
Purchases of property and equi prment (39,591)
Proceeds from sal e or disposal of equipnent 15,796
Purchase of marketable equity securities (1, 291)
G her 20
Net cash used in investing activities (25, 066)
FI NANCI NG ACTI VI Tl ES:
Borrowi ngs under line of credit 298, 605
Repaynments under |ine of credit (297, 365)
Borrow ngs of |ong-term debt 1,977
Repaynents of |ong-term debt (2,258)
Repur chases of common st ock (10,023)
G her 378
Net cash used in financing activities (8,686)
NET | NCREASE ( DECREASE) | N CASH AND CASH EQUI VALENTS (10, 691)
CASH AND CASH EQUI VALENTS- Begi nni ng of period 19, 659
CASH AND CASH EQUI VALENTS- End of period $ 8,968

SUPPLEMENTAL DI SCLOSURES OF CASH FLOW | NFORVATI ON-
Cash paid during the period for:
I nt er est $ 1,428

I ncone taxes $ 2,603

See notes to condensed consolidated financial statenents.

2004

$ 8, 826

22, 534
(533)

5,729
584

(9, 080)
(3, 456)
(2,067)
( 635)
(380)

259, 313
(262, 182)
4, 380
(3, 669)

54



P.A'M TRANSPORTATI ON SERVI CES, | NC.
AND SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF STOCKHOLDERS' EQUI TY
(unaudi t ed)
(i n thousands)

Accunul at ed

Addi ti onal C her C her
Common St ock Paid-In Conprehensive Conprehensive Treasury Ret ai ned
Shar es Anount Capi t al I ncome I ncome St ock Ear ni ngs Tot al
BALANCE AT DECEMBER 31, 2004 11, 303 $113 $76, 050 $1, 151 $91, 229 $168, 543

Conponents of conprehensive income:
Net i ncome $ 8,796 8, 796 8, 796
Ct her conprehensi ve inconme-
Unreal i zed gain on hedge,

net of tax of $168 244 244 244
Unreal i zed gain on marketabl e
securities, net of tax of $134 195 195 195
Total conprehensive incone $ 9235
Treasury stock repurchases (600) $(10, 023) (10, 023)

Exerci se of stock options-
shares issued including tax
benefits 41 379 379

BALANCE AT SEPTEMBER 30, 2005 10,744 $113 $76, 429 $1, 590 $(10, 023) $100, 025 $168, 134

See notes to condensed consolidated financial statements.
</ TABLE>
<PAGE>



P. A M TRANSPORTATI ON SERVI CES, | NC
AND SUBSI DI ARl ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS ( UNAUDI TED)
SEPTEMBER 30, 2005

NOTE A: BASIS OF PRESENTATI ON

The acconpanyi ng unaudi t ed condensed consol i dated financial statenments have been
prepared in accordance with generally accepted accounting principles for interim
financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S X Accordingly, they do not include all of the information and
footnotes required by generally accepted accounting principles for conplete
financial statenents. In nmanagenent's opinion, all adjustnents (consisting of
normal recurring accruals) necessary for a fair presentation have been incl uded.
Qperating results for the nine-nonth period ended Septenber 30, 2005 are not
necessarily indicative of the results that nay be expected for the year ending
Decenber 31, 2005. For further infornation, refer to the consolidated financial
statements and the footnotes thereto included in the Conpany's annual report on
Form 10-K for the year ended Decenber 31, 2004.

NOTE B: DERI VATI VE FI NANCI AL | NSTRUMENTS AND HEDG NG ACTI VI TI ES

Effective February 28, 2001, the Conpany entered into an interest rate swap
agreenment on a notional anount of $15,000,000. The pay fixed rate under the swap
is 5.08% while the receive floating rate is "1-nmonth" LIBOR This interest rate
swap agreenment term nates on March 2, 2006. Effective May 31, 2001, the Conpany
entered into an interest rate swap agreenent on a notional anmpount of $5, 000, 000
The pay fixed rate under the swap is 4.83% while the receive floating rate is
"l-month" LIBOR This interest rate swap agreenment term nates on June 2, 2006

The Conpany designates both of these interest rate swaps as cash fl ow hedges of
its exposure to variability in future cash flows resulting frominterest
payments indexed to "1-nmonth" LIBOR Changes in future cash flows fromthe
interest rate swaps will offset changes in interest rate payments on the first
$20, 000,000 of the Company's current revolving credit facility or future
"l-month" LIBOR based borrowings that reset on the |ast London Busi ness Day
prior to the start of the next interest period. The hedge | ocks the interest
rate at 5.08% or 4.83% plus the pricing spread (currently 1.15% for the
noti onal anmpunts of $15, 000,000 and $5, 000, 000, respectively.

These interest rate swap agreenents neet the specific hedge accounting criteria
The neasurenent of hedge effectiveness is based upon a conparison of the
floating-rate leg of the swap and the hedged floating-rate cash flows on the

underlying liability. The effective portion of the cunulative gain or |oss has
been reported as a component of accunulated other conprehensive income in
sharehol ders' equity and will be reclassified into current earnings by June 2

2006, the latest termnation date for all current swap agreenents. The Decenber
31, 2004 bal ance of the net after tax deferred hedging |oss in accunul ated ot her
conprehensive income ("AOCI") related to these swap agreements was approxi mately
$301,000 and the ending balance as of Septenber 30, 2005 was approximtely
$57,000. The change in AOCI related to these swap agreenments during the current
year was approximately $244,000. As of Septenber 30, 2005 the fair val ue of
approximately $96,000 is included in accrued liabilities in the acconmpanying
consolidated financial statenents. Ineffectiveness related to these hedges was
not significant.

In July 2001, the Conpany entered into an agreenent to obtain price protection
and reduce a portion of our exposure to fuel price fluctuations. Under this
agreenent, we were obligated to purchase a mini num amount of diesel fuel per
month, with a price protection conponent, for the six nmonth period ended
February 28, 2002. The agreenent al so provided that if during the twelve-nonth
period comencing January 2005, the average NY MX HO i s bel ow $.58 per gallon

we wll be obligated to pay the contract holder the difference between $.58 and
the average Ny MX HO price for such nonth, nultiplied by 1,000,000 gallons

During Septenber 2005, the average NY MX HO price was $1.796. The val ue of the

agreenent is periodically adjusted to fair value, as determ ned by obtaining an
offer from the contract holder of the dollar ambunt required to terninate al

future liability under the contract, and as of Septenber 30, 2005 the estinated
fair value of $125,000 is included in accrued liabilities in the acconmpanying
consolidated financial statenents. For the three and nine nonth period ended
Sept enber 30, 2005 an adj ustnent of $125,000 and $375, 000, respectively was nade
to reflect the decline in fair value of the agreement which had the effect of



reducing operating supplies expense and other current liabilities each by
$125,000 and $375,000 during each respective period in the acconpanying
consol i dated financial statements

NOTE C: RECENT ACCOUNTI NG PRONOUNCEMENTS

In May 2005, the Financial Accounting Standards Board ("FASB") issued Statenent
of Financial Accounting Standards No. 154, Accounting Changes and Error
Corrections, a replacenment of APB Opinion No. 20 and FASB Statement No. 3 ("SFAS
No. 154"). SFAS No. 154 requires retrospective application to prior periods
financial statements for <changes in accounting principle, unless it is
inmpracticable to determine either the period-specific effects or the cunulative
effect of the change. This Statenent applies to all voluntary changes in
accounting principle as well as to changes required by an accounting
pronouncenent in the unusual instance that the pronouncement does not include
specific transition provisions. SFAS No. 154 further requires a change in
depreciation, anortization or depletion nethod for long-lived, non-financial
assets to be accounted for as a change in accounting estimate effected by a
change in accounting principle. Corrections of errors in the application of
accounting principles wll continue to be reported by retroactively restating
the affected financial statenents. The provisions of this Statement are
effective for accounting changes and correction of errors made in fiscal years
begi nning after Decenber 15, 2005. Adoption of this statement is not expected to
have a material effect on the Conpany's consolidated financial statenents.

In March 2005, the FASB issued Interpretation No. 47, Accounting for Conditiona

Asset Retirenent Obligations—an interpretation of FASB Statenment No. 143 ("FIN
47"). FIN 47 clarifies the termconditional asset retirement obligation as used
in Statenent of Financial Accounting Standards No. 143, Accounting for Asset
Retirement oligations, and requires an entity to recognize a liability for the
fair value of a conditional asset retirenent obligation if the fair value can be
reasonably estimated. Any uncertainty about the anmount and/or timng of future
settlement of a conditional asset retirenent obligation should be factored into
t he measurenment of the liability when sufficient information exists. FIN 47 al so
clarifies when an entity would have sufficient information to reasonably
estimate the fair value of an asset retirenent obligation. FIN 47 is effective
for fiscal years ending after Decenber 15, 2005. Adoption of this statenent is
not expected to have a material effect on the Conpany's consolidated financia

stat ements.

In Decenmber 2004, the FASB issued Statenent of Financial Accounting Standards
No. 123(R) , Share-Based Paynent, ("SFAS No. 123(R)") which repl aces SFAS No
123, Accounting for Stock-Based Conpensation, and supersedes APB Opi nion No. 25,
Accounting for Stock Issued to Enpl oyees. SFAS No. 123(R) requires conpensation
costs relating to share-based paynent transactions be recogni zed in financial
statenents. The pro forma disclosure previously permtted under SFAS No. 123
will no longer be an acceptable alternative to recognition of expenses in the
financial statenents. SFAS No. 123(R) was originally to be effective as of the
begi nning of the first interimor annual reporting period that begins after June
15, 2005, wth wearly adoption encouraged. In April 2005, the Securities and
Exchange Conmi ssion announced the adoption of a new rule that anmends the
effective date of SFAS No. 123(R). The effective date of the new standard under
these new rules for our consolidated financial statements is January 1, 2006
Managenment is currently evaluating the possible future inpact on the Conpany's
financial position and results of operations.

In Decenber 2004, the FASB issued Statenent of Financial Accounting Standards
No. 153, Exchanges of Nonnonetary Assets-an amendnent to APB Opi nion No. 29
("SFAS No. 153"). This statenment amends Accounting Principles Board Opi nion No

29 ("APB No. 29") to elimnate the exception for nonnonetary exchanges of
simlar productive assets and replaces it with a general exception for exchanges
of nonnmonetary assets that do not have comercial substance. A nonnonetary
exchange has comercial substance if the future cash flows of the entity are
expected to change significantly as a result of the exchange. SFAS No. 153 is
effective for nonmonetary exchanges occurring in fiscal periods beginning after
June 15, 2005. Adoption of this statenent is not expected to have a materia

effect on the Conpany's consolidated financial statenents



NOTE D. MARKETABLE SECURI Tl ES

The Conpany accounts for its nmarketable securities in accordance with Statenent
of Financial Accounting Standards No. 115, Accounting for Certain |Investments in
Debt and Equity Securities ("SFAS No. 115"). SFAS No. 115 requires conpanies to
classify their investnents as either trading, available-for-sale or

hel d-to-maturity. The Conpany's investnents in narketable securities are

classified as available-for-sale and consist of equity securities. Managenent
determines the appropriate classification of these securities at the tine of
purchase and re-eval uates such designation as of each bal ance sheet date. During
the first nine nonths of 2005 there were no sales or reclassifications of
mar ket abl e securities. These securities are carried at fair value, with the
unrealized gains and | osses, net of tax, included as a conponent of accunul ated
other conprehensive incone in shareholders' equity. The cost of securities sold
is based on the specific identification method. Interest and divi dends on
securities classified as available-for-sale are included in non-operating
incone. Realized gains and l|osses, and declines in value judged to be
other-than-tenporary on available-for-sale securities, if any, are included in
the determ nation of net incone as gains (losses) on the sale of securities.

As of Septenber 30, 2005, these equity securities had a conbi ned original cost
of approximately $7,629,000 and a conbined fair market value of approxi mately
$10, 406, 000. For the nine nonths ended Septenber 30, 2005, the Conpany had net
unrealized gains in narket value of approxinmately $195,000, net of deferred
income taxes. These securities had gross wunrealized gains of approximately
$3,030,000 and gross wunrealized |osses of approximately $253,000. As of
Sept enber 30, 2005, the total unrealized gain, net of deferred incone taxes, in
accumul at ed ot her conprehensive income was approxi mately $1, 647, 000.

NOTE E: STOCK BASED COMPENSATI ON

The Conpany adopted the disclosure-only provisions of Statenment of Financial
Accounting Standards No. 123, Accounting for Stock-Based Conpensation (SFAS No

123). The following table illustrates the effect on net income and earnings per
share if the Conpany had applied the fair val ue recognition provisions of SFAS
No. 123 to stock-based enpl oyee conpensati on:

Three Months Ended Ni ne Months Ended
Sept enber 30, Sept enber 30,
2005 2004 2005 2004

(in thousands, except per share data)
Net incone $ 2, 213 $ 3,148 $ 8, 796 $ 8, 826

Total stock- based enpl oyee

conpensation expense determ ned

under fair value based nmethod for

all awards, net of related tax effects (74) (74) (222 (222)

Pro forma net incone $ 2,139 $ 3,074 $ 8,574 $ 8, 604

Ear ni ngs per share:

Basic - as reported $ 20 $ .28 $ 79 $ .78
Basic - pro forma $ 20 $ .27 $ 77 $ .76
Diluted - as reported $ 20 $ .28 $ 79 $ .78
Diluted - pro forma $ 20 $ .27 $ 77 $ .76



NOTE F: SEGVENT | NFORVATI ON

The Conmpany consi ders the gui dance provided by Statenment of Financial Accounting
Standards No. 131, Disclosures about Segnents of an Enterprise and Rel ated
Information ("SFAS No. 131"), in its identification of operating segnents. The
Conpany has determined that it has a total of eight operating segments whose
primary operations can be characterized as either Truckload Services or
Brokerage and Logistics Services, however in accordance with the aggregation
criteria provided by SFAS No. 131 the Conpany has determ ned that the operations
of the weight operating segnments can be aggregated into a single reporting
segnent, notor carrier operations. Truckload Services revenues and Brokerage and
Logi stics Services revenues, each before fuel surcharges, for the three and nine
nmont hs endi ng Sept ember 30, 2005 and 2004 were as fol |l ows:

Three Months Ended Septenber 30, Ni ne Months Ended Sept enber 30,
2005 2004 2005 2004
Amount % Amount % Armount % Armount %
(in thousands, except percentage data)
Truckl oad
Services revenues (1) $69,437 87.8 $64,925 86.3 $212,951 87.8  $200,252 86.3
Brokerage and Logi stics
Services revenues (1) 9, 625 12.2 10, 297 13.7 29, 541 12.2 31,714 13.7
Total revenues (1) $79,062 100.0  $75,222 100.0 $242,492 100.0  $231,966 100.0

(1) Before fuel surcharges.

NOTE G TREASURY STOCK

On April 11, 2005, the Conpany announced that its Board of Directors had
authorized the Conpany to repurchase up to 600,000 shares of its commopn stock
during the six nonth period ending OCctober 11, 2005. Al 600, 000 shares of
common stock authorized under this plan have been repurchased as of Septenber
30, 2005 as renmining purchases totaling 154,200 shares were nade during the
three nonth period ending Septenber 30, 2005.

On Septenber 6, 2005, the Conpany announced that its Board of Directors had
aut hori zed the Conpany to extend the stock repurchase programuntil Septenber 6
2006 and to include up to an additional 900,000 shares of its common stock
During the three nmonths ended Septenmber 30, 2005, the Conpany has nmade no
pur chases under the extended program

The Conpany accounts for Treasury stock wusing the cost nmethod and as of
Sept enber 30, 2005, 600,000 shares were held in the treasury at an aggregate
cost of approximtely $10, 023, 000.

NOTE H: COVPREHENSI VE | NCOVE

Conprehensive incone was conprised of net incone plus or minus market value
adjustments related to our interest rate swap agreements and narketable
securities. The components of conprehensive incone were as foll ows:

Three Mont hs Ended N ne Months Ended
Sept enber 30, Sept enber 30,

2005 2004 2005 2004

(in thousands)
Net incone $ 2,213 $ 3,148 $ 8, 796 $ 8,826

O her conprehensive income (loss):
Recl assification adjustnent for |osses (gains) on
derivative instrunents included in net incone

accounted for as hedges, net of incone taxes 51 111 193 349
Change in fair value of interest rate

swap agreenents, net of income taxes 18 (84) 51 (10)
Change in fair value of marketable

securities, net of income taxes 139 74 195 65

Total conprehensive inconme $ 2,421 $ 3,249 $ 9,235 $ 9, 230




PART | - FI NANCI AL | NFORVATI ON

Item 2. Managenent's Discussion and Anal ysis of Financi al
Condi tion and Results of Operations



MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL
CONDI TI ON AND RESULTS OF OPERATI ONS

FORWARD- LOOKI NG | NFORVATI ON

Certain information included in this Quarterly Report on Form 10-Q constitutes
"forward-1ooking statenments” wthin the neaning of the Private Securities
Litigation Reform Act of 1995. Such forward-looking statenents may relate to
expected future financial and operating results or events, and are thus
prospective. Such forward-|ooking statenents are subject to risks, uncertainties
and other factors which could cause actual results to differ materially from
future results expressed or inplied by such forward-I|ooking statenents.
Potential risks and wuncertainties include, but are not |limted to, excess
capacity in the trucking industry; surplus inventories; recessionary econonic
cycles and downturns in custoners' business cycles; increases or rapid
fluctuations in fuel prices, interest rates, fuel taxes, tolls, |icense and
registration fees; the resale value of the Conpany's used equi pnent and the
price of new equipnent; increases in conpensation for and difficulty in
attracting and retaining qualified drivers and owner-operators; increases in
i nsurance prem uns and deductible anmbunts relating to accident, cargo, workers'
conpensation, health, and other clains; unanticipated increases in the nunber or
amount of claims for which the Conpany is self insured; inability of the Conmpany
to continue to secure acceptable financing arrangenents; seasonal factors such
as harsh weather conditions that increase operating costs; conpetition from
trucking, rail, and internodal conpetitors including reductions in rates
resulting from conpetitive bidding; the ability to identify acceptable
acqui sition candidates, consumrate acquisitions, and integrate acquired
operations; a significant reduction in or term nation of the Conpany's trucking
service by a key customer; and other factors, including risk factors, referred
to from time to tine in filings made by the Conpany with the Securities and
Exchange Commission. The Conpany undertakes no obligation to update or clarify
forward-1 ooking statements, whether as a result of newinfornation, future
events or otherw se

CRI TI CAL ACCOUNTI NG PQOLI Cl ES

The Conpany's nanagenent nmkes estinmates and assunptions in preparing the
consolidated financial statenents that affect reported anpbunts and discl osures
therein. In the opinion of managenent, the accounting policies that generally
have the nost significant inpact on the financial position and results of
operations of the Conpany include:

Accounts Receivable. W continuously nmonitor collections and paynents from our
custoners, third parties and vendors and nmaintain a provision for estinated
credit |osses based upon our historical experience and any specific collection
i ssues that we have identified. Wile such credit |osses have historically been
wi thin our expectations and the provisions established, we cannot guarantee that
we wll continue to experience the sane credit |oss rates that we have in the
past .

Property and equipnment. Managenent nmnust use its judgment in the selection of
estimated wuseful lives and sal vage val ues for purposes of depreciating tractors
and trailers which in some cases do not have guaranteed residual values

Esti mates of sal vage value at the expected date of trade-in or sale are based on
the expected nmarket val ues of equipnent at the tine of disposal which, in nmany
cases include guaranteed residual values by the nanufacturers.

Self Insurance. The Conpany is self-insured for health and workers
conpensation benefits up to certain stop-loss limts. Such costs are accrued
based on known <claims and an estimate of incurred, but not reported (IBNR)
claims. IBNR clains are estimated using historical lag information and ot her
data either provided by outside clains adm nistrators or devel oped internally.
This estinmation process is subjective, and to the extent that future actua
results differ fromoriginal estimtes, adjustnments to recorded accruals nmay be
necessary.



Revenue Recognition. Revenue is recognized in full upon conpletion of delivery
to the receiver's location. For freight in transit at the end of a reporting
period, the Conpany recogni zes revenue prorata based on relative transit mles
conpleted as a portion of the estimated total transit mles. Expenses are
recogni zed as i ncurred.

Prepaid Tires. Tires purchased with revenue equi pnent are capitalized as a cost
of the related equipnment. Replacenent tires are included in prepaid expenses and
deposits and are anortized over a 24-month period. Costs related to tire
recappi ng are expensed when incurred.

Income Taxes. Significant managenent judgment s required to determne the
provision for incone taxes and to determne whether deferred i ncone taxes
will be realized in full or in part. Deferred income tax assets and
liabilities are neasured using enacted tax rates expected to apply to taxable
income in the years in which those tenporary differences are expected to
be recovered or settled. Wen it is nore likely that all or sone portion
of specific deferred income tax assets wll not be realized, a valuation
al l onance nmust be established for the amount of deferred incone tax assets
that are deternmined not to be realizable. A valuation allowance for
deferred inconme tax assets has not been deenmed to be necessary due to the
Conpany's profitable operations. Accordingly, if the facts or financia
circunstances were to change, thereby inpacting the Iikelihood of realizing
the deferred income tax assets, judgnment would need to be applied to
determ ne the anpunt of valuation allowance required in any given period.

Busi ness Segnment and Concentrations of Credit Risk. The Conpany operates in one
reporting segment, notor carrier operations. The Conpany provides transportation
services to custoners throughout the United States and portions of Canada and
Mexi co. The Conpany perforns ongoing credit eval uations and generally does not
require collateral from its custoners. The Conpany naintains reserves for
potential credit |losses. In view of the concentration of the Conmpany's revenues
and accounts receivable anmbng a limted nunber of custoners wthin the
autonobile industry, the financial health of this industry is a factor in the
Conpany's overall eval uation of accounts receivable.

Busi ness Conbi nations and Goodwi Il. Upon acquisition of an entity, the cost of
the acquired entity must be allocated to assets and liabilities acquired
Identification of intangible assets, if any, that meet certain recognition
criteria is necessary. This identification and subsequent valuation requires
significant judgnents. The carrying value of goodwill is tested annually and as
of Decenber 31, 2004 the Conpany determnined that there was no inpairnent.

BUSI NESS OVERVI EW

The Conpany's adm nistrative headquarters are in Tontitown, Arkansas. Fromthis
| ocati on, we nmanage operations conducted through wholly owned subsidiaries based
in various locations around the United States and Canada. The operations of
these subsidiaries can generally be classified into either truckl oad services or
brokerage and |logistics services. Truckload services include those
transportation services in which we utilize conpany owned tractors or
owner - operator owned tractors. Brokerage and |ogistics services consist of
services such as transportation and other value added services related to the
transportation of freight which may or may not involve the usage of conpany
owned or owner-operator owned equi pnent. Both our truckl oad operations and our
br okerage/l ogi stics operations have similar econom c characteristics and are
impacted by virtually the same economic factors as discussed el sewhere in this
Report. Al of +the Conpany's operations are in the notor carrier reporting
segnent .



For both operations, substantially all of our revenue is generated by

transporting freight for custoners and is predominantly affected by the rates
per nile received fromour custoners, equipnent utilization, and our percentage
of non-conpensated mles. These aspects of our business are carefully nanaged
and efforts are continuously underway to achieve favorable results. For both the
three and nine nonth period ended Septenmber 30, 2005, truckload services
revenues, excluding fuel surcharges, represented 87.8% of total revenues

excluding fuel surcharges, with remaining revenues, excluding fuel surcharges

bei ng generated by our brokerage and | ogistics services. For both the three and
nine nonth period ended Septenber 30, 2004, truckload services revenues,
excluding fuel surcharges, represented 86.3% of total revenues, excluding fue

surcharges, wth remaining revenues, excluding fuel surcharges, being generated
by our brokerage and | ogistics services.

The main factors that inpact our profitability on the expense side are costs
incurred in transporting freight for our custoners. Currently our nost

challenging costs include fuel, driver recruitnent, training, wage and benefit
costs, independent broker costs (which we record as purchased transportation),
i nsurance, and mai ntenance and capital equipnment costs.

In discussing our results of operations we use revenue, before fuel surcharge
(and fuel expense, net of surcharge), because managenent believes that
elimnating the inpact of this sonmetines volatile source of revenue allows a
nore consistent basis for conparing our results of operations fromperiod to
period. During the three and nine nonths ending Septenber 30, 2005,
approximately $9.4 mllion and $23.2 mllion, respectively, of the Conpany's
total revenue was generated fromfuel surcharges. For the three and ni ne nonths
ending Septenber 30, 2004, approximately $3.9 nmillion and $9.5 nillion
respectively, of the Conpany's total revenue was generated from fuel surcharges

W also discuss certain changes in our expenses as a percentage of revenue

before fuel surcharge, rather than absolute dollar changes. W do this because
we believe the high variable cost nature of certain expenses makes a conpari son
of changes in expenses as a percentage of revenue nore neani ngful than absolute
dol | ar changes.

RESULTS OF OPERATI ONS - TRUCKLOAD SERVI CES

The following table sets forth, for truckload services, the percentage
rel ati onship of expense itens to operating revenues, before fuel surcharges, for
the periods indicated. Operating supplies expense, which includes fuel costs
are shown net of fuel surcharges

Three Months Ended N ne Mont hs Ended
Sept enber 30, Sept enber 30,

2005 2004 2005 2004

Qperating revenues, before fuel surcharge 100. 0% 100. 0% 100. 0% 100. 0%

Qperating expenses:

Sal ari es, wages, and benefits 42. 4 42.4 42.8 43. 1
Operating supplies and expenses (1) 26.6 23.6 24.8 23. 4
Rent and purchased transportation 1.2 0.5 1.0 0.5
Depreciation and anortization 11.0 11.7 10.7 11. 2
Operating taxes and |icenses 5.6 5.7 5.6 5.8
I nsurance and cl ai ns 5.2 5.9 5.7 5.9
Conmuni cations and utilities 0.9 0.9 0.9 0.9
Q her 2.1 0.9 1.8 1.6
(Gain) loss on sale or disposal of property (0.1) 0.5 0.0 0.3
Total operating expenses 94.9 92.1 93.3 92. 7
Qperating income 5.1 7.9 6.7 7.3
Non- operating inconme 0.2 0.2 0.2 0.1
I nterest expense (0.5) (0. 6) (0.5) (0.5)

I ncone before incone taxes 4.8% 7.5% 6.4% 6. 9%

(1) Net of fuel surcharges.



THREE MONTHS ENDED SEPTEMBER 30, 2005 VS. THREE MONTHS ENDED SEPTEMBER 30, 2004

For the quarter ended Septenber 30, 2005, truckload services revenues, before
fuel surcharges, increased 6.9%to $69.4 nmillion as conpared to $64.9 nillion
for the quarter ended Septenmber 30, 2004. The increase was due to a 7.5%
increase in the average rate per total mle from$1.15 during the third quarter
of 2004 to $1.23 during the third quarter of 2005

Qperating supplies and expenses increased from 23.6% of revenues, before fue
surcharges, in the third quarter of 2004 to 26.6% of revenues, before fue
surcharges in the third quarter of 2005. The increase relates to an increase in
fuel costs resulting froma 39.3% increase in the average price per gallon paid
by the Conpany during the third quarter of 2005 as conpared to the third quarter
of 2004. During periods of rising fuel prices the Conpany is often able to
recoup at least a portion of the increase through fuel surcharges passed al ong
to its custonmers. Fuel costs, net of fuel surcharges, increased to $12.5 million
in the third quarter of 2005 from $10.0 mllion in the third quarter of 2004

Rent and purchased transportation increased fromO0.5% of revenues, before fuel
surcharges, in the third quarter of 2004 to 1.2% of revenues, before fuel
surcharges in the third quarter of 2005. The increase relates primarily to an
increase in amounts paid to third party transportation compani es for internoda
servi ces.

Depreciation and anortization decreased from 11.7% of revenues, before fuel
surcharges, in the third quarter of 2004 to 11.0% of revenues, before fuel
surcharges, in the third quarter of 2005. This decrease as a percentage of
revenues is the result of the interaction of higher revenues as a result of an
increased rate per mle charged to custonmers and the fixed cost nature of
depreci ati on expense

I nsurance and cl ai ns decreased from5.9% of revenues, before fuel surcharges, in
the third quarter of 2004 to 5.2% of revenues, before fuel surcharges, in the
third quarter of 2005. The decrease was the result of renegotiations with one of
the Conpany's insurance providers to change the nethod of determ ning the
Conpany's auto liability insurance premuns. Previously, the Conpany's auto
liability premuns were determned using a specified rate per one hundred
dollars of revenue including fuel surcharges. This nethod had the unintended
consequence of penalizing the Conpany with increased i nsurance costs solely from
passing increased fuel <costs along to its custoners in the formof fue

surcharges. The nmethod of deternmining the Conpany's auto liability premumis
now based on the nunmber of niles traveled instead of revenue generated

Q her expenses increased from.9% of revenues, before fuel surcharges, in the
third quarter of 2004 to 2.1% of revenues, before fuel surcharges, in the third
quarter of 2005. The increase relates to the recovery of approximately $635, 000
during the third quarter of 2004 of anpunts previously reserved by the Conpany
pending the outcone of a lawsuit alleging that preferential transfers in the
amount of $660, 055 were nade within the 90 day period precedi ng the bankruptcy
petition date of a customer. The lawsuit was settled October 21, 2004 at a cost
of approximately $25,000. Accordingly, the renmaining amount of approxinately
$635,000 was rermoved as a liability on the Conpany's financial statenments and
the related expense originally recorded as bad debt expense was appropriately
reduced during the third quarter of 2004. The increase was partially offset by a
decrease in amounts paid for advertising during the third quarter of 2005 as
conpared to the third quarter of 2004

The truckload services division operating ratio, which neasures the ratio of
operating expenses, net of fuel surcharges, to operating revenues, before fue

surcharges, increased to 94. 9% for the third quarter of 2005 from92.1% for the
third quarter of 2004.



NI NE MONTHS ENDED SEPTEMBER 30, 2005 VS. NI NE MONTHS ENDED SEPTEMBER 30, 2004

For the first nine nonths ended Septenber 30, 2005, truckload services revenues

before fuel surcharges, increased 6.3%to $213.0 million as conpared to $200. 3
mllion for the nine nonths ended Septenber 30, 2004. The increase was due to a
9.8% increase in the average rate per total mile from$1. 12 during the first
nine nonths of 2004 to $1.23 during the first nine nmonths of 2005. The revenue
growh attributable to the increase in average rate per nile was partially
offset by a 2.9% reduction in total mles traveled from approxinmately

178,957,000 during the first nine nonths of 2004 to approximately 173,782, 000
mles during the first nine nonths of 2005.

Sal aries, wages and benefits decreased from 43.1% of revenues, before fue

surcharges, in the first nine nonths of 2004 to 42.8% of revenues, before fue

surcharges, in the first nine months of 2005. The decrease relates prinmarily to
a decrease in driver |ease expense as the average nunber of owner operators
under contract decreased from95 in the first nine nonths of 2004 to 70 in the
first nine nonths of 2005. The decrease associated with driver |ease expense was
partially offset by an increase in anounts paid to the correspondi ng conmpany
driver replacenent, and in other costs nornally absorbed by the owner operator
such as repairs and fuel.

Operating supplies and expenses increased from 23.4% of revenues, before fue
surcharges, in the first nine nonths of 2004 to 24.8% of revenues, before fue
surcharges, in the first nine nmonths of 2005. The primary reason for the
increase relates to an increase in fuel costs resulting froma 34. 7% i ncrease in
the average price per gallon paid by the Conpany during the first nine nonths of
2005 as conpared to the first nine nonths of 2004. During periods of rising fuel
prices the Conpany is often able to recoup at |least a portion of the increase
through fuel surcharges passed along to its custoners. Fuel costs, net of fue
surcharges, increased to $35.6 nillionin the first nine nmonths of 2005 from
$30.6 nmillion in the first nine nonths of 2004. Fuel costs were also affected
by the replacenent of owner operators with conpany drivers as di scussed above

Rent and purchased transportation increased from0.5% of revenues, before fue

surcharges, in the first nine nonths of 2004 to 1.0% of revenues, before fuel
surcharges in the first nine nonths of 2005. The increase relates primarily to
an increase in anobunts paid to third party transportation conpanies for
i ntermodal services

Depreciation and anortization decreased from 11.2% of revenues, before fuel
surcharges, in the first nine nmonths of 2004 to 10.7% of revenues, before fuel
surcharges, in the first nine nonths of 2005. This decrease as a percentage of
revenues is the result of the interaction of higher revenues as a result of an
increased rate per nmile charged to custoners and the fixed cost nature of
depreci ati on expense

Q her expenses increased from1.6% of revenues, before fuel surcharges, in the
first nine nonths of 2004 to 1.8% of revenues, before fuel surcharges, in the
first nine nonths of 2005. The increase relates to the recovery of approxinmtely
$635,000 during the third quarter of 2004 of anobunts previously reserved by the
Conpany pendi ng the outcome of a lawsuit alleging that preferential transfers in
the amount of $660,055 were made wthin the 90 day period preceding the
bankruptcy petition date of a custoner. The |lawsuit was settled Cctober 21, 2004
at a cost of approximately $25,000. Accordingly, the remining amunt of
approxi mately $635,000 was renoved as a liability on the Conpany's financial
statenents and the related expense originally recorded as bad debt expense was
appropriately reduced during the third quarter of 2004. The increase was
partially offset by a decrease in anpbunts paid for advertising during the first
ni ne nonths of 2005 as conpared to the first nine nonths of 2004.

The truckload services division operating ratio, which neasures the ratio of
operating expenses, net of fuel surcharges, to operating revenues, before fue
surcharges, increased to 93.3%for the first nine months of 2005 from 92. 7% f or
the first nine nonths of 2004.



RESULTS OF OPERATIONS - LOG STI CS AND BROKERAGE SERVI CES

The following table sets forth, for logistics and brokerage services, the
percentage relationship of expense itens to operating revenues, before fue
surcharges, for the periods indicated. Brokerage service operations occur
specifically in certain divisions; however, brokerage operations occur
throughout the Conpany in simlar operations having substantially simlar
econom ¢ characteristics. Rent and purchased transportation, which includes
costs paid to third party carriers, are shown net of fuel surcharges

Three Months Ended N ne Mont hs Ended
Sept enber 30, Sept enber 30,

2005 2004 2005 2004

Qperating revenues, before fuel surcharge 100. 0% 100. 0% 100. 0% 100. 0%

Qperating expenses:

Sal ari es, wages, and benefits 5.4 5.6 5.2 5.4
Operating supplies and expenses 0.0 0.0 0.0 0.0
Rent and purchased transportation (1) 87.1 87.4 87.6 87.8
Depreciation and anortization 0.2 0.3 0.3 0.3
Operating taxes and |icenses 0.0 0.0 0.0 0.0
I nsurance and cl ai ms 0.1 0.1 0.1 0.1
Conmuni cations and utilities 0.4 0.4 0.4 0.4
O her 2.1 1.5 1.7 1.5
(Gain) loss on sale or disposal of property 0.0 0.0 0.0 0.0
Total operating expenses 95.3 95.3 95.3 95. 5
Qperating inconme 4.7 4. 4.7 4.5
Non- operating incone 0.0 0.0 0.0 0.0
I nterest expense (0.6) (0.7) (0.6) (0. 7)

I ncome before incone taxes 4.1% 4. 0% 4.1% 3. 8%

(1) Net of fuel surcharges.

THREE MONTHS ENDED SEPTEMBER 30, 2005 VS. THREE MONTHS ENDED SEPTEMBER 30, 2004

For the quarter ended Septenmber 30, 2005, |ogistics and brokerage services
revenues, before fuel surcharges, decreased 6.5%to $9.6 nillion as conpared to
$10.3 mllion for the quarter ended September 30, 2004. The decrease was
primarily due to a 26.3%decrease in the nunber of |oads serviced during the
third quarter of 2005 as conpared to the third quarter of 2004. The decrease was
partially offset by an increase in the average revenue collected per |oad
resulting fromincreased fees charged by the Conpany.

The logistics and brokerage services division operating ratio, which neasures
the ratio of operating expenses, net of fuel surcharges, to operating revenues
bef ore fuel surcharges, renmained at 95. 3% for both periods conpared

NI NE MONTHS ENDED SEPTEMBER 30, 2005 VS. NI NE MONTHS ENDED SEPTEMBER 30, 2004

For the nine nonths ended Septenber 30, 2005, |ogistics and brokerage services
revenues, before fuel surcharges, decreased 6.9%to $29.5 nmillion as conpared to
$31.7 million for the nine nonths ended Septenber 30, 2004. The decrease was
primarily due to a 20.8%decrease in the nunber of |oads serviced during the
first nine nonths of 2005 as conpared to the first nine nonths of 2004. The
decrease was partially offset by an increase in the average revenue coll ected
per load resulting fromincreased fees charged by the Conpany.

The logistics and brokerage services division operating ratio, which neasures
the ratio of operating expenses, net of fuel surcharges, to operating revenues
before fuel surcharges, decreased to 95.3%for the first nine nonths of 2005
from95.5%for the first nine nonths of 2004.



RESULTS OF OPERATI ONS - COMBI NED SERVI CES

NI NE MONTHS ENDED SEPTEMBER 30, 2005 VS. NI NE MONTHS ENDED SEPTEMBER 30, 2004

Net incone for all divisions was $8.8 million, or 3.6% of revenues, before fue
surcharge in the first nine nonths of 2005 as conpared to $8.8 mllion, or 3.8%
of revenues, before fuel surcharge in the first nine nonths of 2004. Net incone
for the nine nonths conpared remained constant, however basic and diluted net
i ncone per share increased to $.79 in the first nine nonths of 2005 from$.78 in
the first nine nonths of 2004. The increase was the result of a decrease in
average shares outstanding due to treasury stock repurchases

LI QU DI TY AND CAPI TAL RESOURCES

The growth of our business has required, and wll continue to require, a
significant investnent in new revenue equipnent. Qur primary sources of
liquidity have been funds provided by operations, proceeds fromthe sal es of
revenue equi pnent, issuances of equity securities, and borrow ngs under our |ine
of credit.

During the first nine nonths of 2005, the Conpany generated $23.1 mllion of
cash fromoperating activities. Investing activities used $25.1 mllion in cash
in the first nine nonths of 2005. Financing activities used $8.7 million in the
first nine nonths of 2005.

Qur primary use of funds is for the purchase of revenue equi pment. We typically
use our existing lines of credit, proceeds fromthe sale or trade of equipment,
and cash flows from operations to finance capital expenditures and repay
long-term debt. During the first nine nmonths of 2005, we utilized cash on hand
and our lines of credit to finance revenue equi pnent purchases of approxi mately
$39.3 mllion.

Qccasional ly we finance the acquisition of revenue equi pment through install nent
notes wth fixed interest rates and terns ranging from 36 to 48 nonths, however
as of Septenber 30, 2005, we had no outstanding indebtedness under such
instal | ment notes.

In order to maintain our tractor fleet count it is often necessary to purchase
repl acement tractors and place themin service before trade units are renoved
from service. The timng difference created during this process often requires
the Conmpany to pay for new units without any reduction in price for trade units.
In this situation, the Conpany |ater receives paynent for the trade units as
they are delivered to the equipment vendor and have passed vendor inspection

During the nine nmonths ended Septenber 30, 2005, the Conpany received

approximately $8.9 mllion for tractors delivered for trade and expects to
recei ve approxi mately $9.9 mllion during the remai nder of the year.

During the remainder of 2005 we expect to purchase approximately 177 new
tractors and approxinmately 225 new trailers while continuing to sell or trade
ol der equipnent, which we expect to result in net capital expenditures of
approximately $14.9 million. Managenent believes we will be able to finance our
near term needs for working capital over the next twelve nonths, as well as
acqui sitions of revenue equi pnent during such period, with cash bal ances, cash
flows from operations, and borrow ngs believed to be available fromfinancing

sources. W will continue to have significant capital requirenents over the
long-term which may require us to incur debt or seek additional equity capital
The availability of additional capital wll depend upon prevailing market

conditions, the market price of our commopn stock and several other factors over
which we have linmted control, as well as our financial condition and results of
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 wll experience any
significant liquidity constraints in the foreseeable future



W mintain a $20.0 nmllion revolving line of credit and a $30.0 nmillion
revolving line of «credit (Line A and Line B, respectively) with separate
financial institutions. Anounts outstanding under Line A bear interest at LIBOR
as deternmined on the first day of each nonth, plus 1.40% (5.1% at Septenber 30

2005), are secured by our accounts receivable and mature on May 31, 2007. At
Septenber 30, 2005, $1.5 mnillion, including $.3 mllion in letters of credit
wer e outstandi ng under Line A with availability to borrow $18.5 mllion. Anpunts
outstanding wunder Line B bear interest at LIBOR as determi ned on the |ast day
of the previous nonth, plus 1.15% (4.83 at Septenber 30, 2005), are secured by
revenue equipnent and mature on June 30, 2007. At Septenber 30, 2005, $26.6
mllion, including $6.6 million in letters of credit were outstandi ng under Line
Bwith availability to borrow $3.4 nillion. In an effort to reduce interest rate
risk associated with these floating rate facilities, we have entered into
interest rate swap agreements in an aggregate notional anmpunt of $20.0 mllion

For additional information regarding the interest rate swap agreements, see Note
B to the condensed consolidated financial statements.

Trade accounts receivable at Septenber 30, 2005 increased approxi mately $14. 4
mllion from Decenber 31, 2004. Certain of the Conpany's |argest custoners
regularly schedule plant shutdowns for various periods during Decenber and the
volune of freight we ship is reduced during such schedul ed shutdowns. This
reduction in freight volune results in a reduction in accounts receivable at the
end of each year.

Prepai d expenses and deposits at Septenber 30, 2005 decreased approxi mately $4.9

mllion as conpared to Decenber 31, 2004. The decrease reflects the anortization
of prepaid tractor and trailer license fees and auto liability insurance
prem uns. |n Decenber 2004, approximately $3.0 million of the 2005 |icense fees
and approximately $5.0 mllion of the 2005 auto liability insurance prem unms

were paid in advance. These prepaid expenses wll be anortized to expense
through the remainder of the year

Treasury stock at Septenber 30, 2005 increased approximately $10.0 nillion as
conpared to Decenber 31, 2004. This increase relates to the repurchase of
600, 000 shares of the Companys common stock under its stock repurchase program
For additional information regarding the stock repurchase program see Note Gto
the condensed consolidated financial statenents.

NEW ACCOUNTI NG PRONOUNCEMENTS

See Note C to the condensed consolidated financial statenents for a description
of the npst recent accounting pronouncenments and their inpact, if any, on the
Conpany.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.

Qur primary narket risk exposures include equity price risk, interest rate risk
and comodity price risk (the price paid to obtain diesel fuel for our
tractors). The potential adverse inpact of these risks and the genera
strategi es we enploy to manage such risks are discussed bel ow.

The following sensitivity analyses do not consider the effects that an adverse
change in the overall econony nmay have nor do they consider additional actions
we may take to mitigate our exposure to such changes. Actual results of changes
in prices or rates may differ materially fromthe hypothetical results described
bel ow.

EQUI TY PRI CE RI SK

W hold certain actively traded marketable equity securities which subjects the
Conpany to fluctuations in the fair market value of its investment portfolio
based on «current narket price. The recorded value of marketable equity
securities increased to $10.4 nmillion at Septenber 30, 2005 from $8.8 nmillion at
Decenber 31, 2004. The increase is primarily the result of additional purchases
during the first nine nonths of 2005. A 10% decrease in the market price of our
marketable equity securities would cause a corresponding 10% decrease in the
carrying anounts of these securities, or approximtely $1,040,000. For
additional information wth respect to the marketable equity securities, see
Note D to our condensed consolidated financial statenents



I NTEREST RATE RI SK

Qur two lines of «credit each bear interest at a floating rate equal to LIBOR
plus a fixed percentage. Accordingly, changes in LIBOR which are effected by
changes in interest rates, will affect the interest rate on, and therefore our
costs under, the lines of credit. In an effort to manage the risks associ at ed
with changing interest rates, we entered into interest rate swap agreenents
effective February 28, 2001 and May 31, 2001, on notional ampunts of $15, 000, 000
and $5, 000,000, respectively. The "pay fixed rates" under the $15, 000,000 and
$5, 000,000 swap agreenents are 5.08% and 4.83% respectively. The "receive
floating rate" for both swap agreements is "1-nmonth" LIBOR  These interest rate
swap agreements terminate on Mirch 2, 2006 and June 2, 2006, respectively.
Assuming $20.0 million of variable rate debt was outstanding under Line "A" and
not covered by the hedge agreenent for a full fiscal year, a hypothetical 100
basis point increase in LIBOR would result in approximately $200,000 of
additional interest expense, net of the effect of the swap agreenents. For
additional information wth respect to the interest rate swap agreenents, see
Note B to our condensed consolidated financial statenents

COWCDI TY PRI CE RI SK

Prices and availability of all petroleumproducts are subject to political

economic and nmarket factors that are generally outside of our control

Accordingly, the price and availability of diesel fuel, as well as other
petrol eum products, can be unpredictable. Because our operations are dependent
upon diesel fuel, significant increases in diesel fuel costs could materially
and adversely affect our results of operations and financial condition. Based
upon our 2004 fuel consunption, a 10%increase in the average annual price per
gallon of diesel fuel would increase our annual fuel expenses by $5.6 million.

In July 2001, the Conpany entered into an agreenment to obtain price protection
and reduce a portion of our exposure to fuel price fluctuations. Under this
agreenent, we were obligated to purchase a minimum anount of diesel fuel per
month, wth a price protection conmponent, for the six nonth period ended
February 28, 2002. The agreenment al so provided that if during the twelve-nonth
period comencing January 2005, the average NY MX HO i s bel ow $. 58 per gallon

we wll be obligated to pay the contract holder the difference between $.58 and
the average NY MX HO price for such nonth, nultiplied by 1,000,000 gallons

During Septenber 2005, the average NY MX HO price was $1.796. The val ue of the
agreenent is periodically adjusted to fair value, as determ ned by obtaining an
offer from the contract holder of the dollar amount required to terninate al

future Iliability under the contract, and as of Septenber 30, 2005 the estimated
fair value of $125,000 is included in accrued liabilities in the acconpanying
consolidated financial statenents. For the three and nine nonth period ended
Sept enber 30, 2005 an adjustnent of $125,000 and $375, 000, respectively was nmde
to reflect the decline in fair value of the agreement which had the effect of
reducing operating supplies expense and other «current liabilities each by
$125,000 and $375,000 during each respective period in the acconpanying
consolidated financial statenents. For additional information with respect to
this agreenent, see Note B to our condensed consolidated financial statenents



Item4. Controls and Procedures.

Eval uation of disclosure controls and procedures.

In accordance wth Rule 13a-15(b) of the Securities Exchange Act of 1934 (the
"Exchange Act"), the Conpany's managenent evaluated, with the participation of
the Conpany's President and Chief Executive Oficer and Chief Financial Oficer,
the effectiveness of the design and operation of the Conpany's disclosure
controls and procedures (as defined in Rule 13a-15(e) and 15d-15(e) under the
Exchange Act) as of Septenber 30, 2005. Based upon that evaluation of these
di sclosure controls and procedures, the President and Chief Executive Oficer
and the Chief Financial Oficer concluded that the disclosure controls and
procedures were effective as of Septenmber 30, 2005 so that material information
relating to the Conmpany, including its consolidated subsidiaries, was made known
to them by others within those entities, particularly during the period in which
this quarterly report on Form 10-Q was bei ng prepared.

Changes in internal controls over financial reporting.

There was no change in the Conpany's internal control over financial reporting
that occurred during the quarter ended Septenber 30, 2005 that has materially
affected, or 1is reasonably likely to materially affect, the Conpany's internal
control over financial reporting.



PART 1. OTHER | NFORVATI ON

Item 1. Legal Proceedings.

The nature of the our business routinely results in litigation, primarily
involving clains for personal injuries and property danage incurred in the
transportation of freight. W believe that an unfavorabl e outcome in one or nore
of those cases would not have a nmterial adverse effect on our financial
condi tion.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

On April 11, 2005, the Conpany announced that its Board of Directors had
aut hori zed the Conpany to repurchase up to 600,000 shares of its common stock
during the six nonth period ending Cctober 11, 2005. On Septenber 6, 2005, the
Conpany announced that its Board of Directors had authorized the Conpany to
extend the stock repurchase programuntil Septenber 6, 2006 and to include up to
an additional 900,000 shares of its compn stock.

The followi ng table summarizes the Conpany's comon stock repurchases during the
third quarter of 2005 nade pursuant to this authorization. No shares were
purchased during the quarter other than through this program and all purchases
were nmade by or on behalf of the Conpany and not by any "affiliated purchaser".

| ssuer Purchases of Equity Securities
Maxi mum Nunber
(or Approxi nat e)

Total Number of Dol | ar Val ue) of
Total Nunber Shares (or Units) Shares (or Units)
of Shares Average Price Purchased as Part of that May Yet Be
(or Units) Pai d per Share Publicly Announced Pur chased Under the
Peri od Pur chased (or Unit) Pl ans or Prograns Pl ans or Prograns
July 1-31, 2005 154, 200

August 1-31, 2005 154, 200 $16. 5796 154, 200 -
Sept enber 1- 30, 2005 - - - 900, 000

Tot al 154, 200 $16. 5796 154, 200 900, 000

Iltem6. Exhibits.

Exhibits required by Item 601 of Regulations S K

3.1 - Anended and Restated Certificate of I|ncorporation of the
Regi strant (incorporated by reference to Exhibit 3.1 of
the Conpany's Form 10-Q filed on May 15, 2002.)

3.2 - Amended and Restated By-Laws of the Registrant (incorporated
by reference to Exhibit 3.2 of the Conpany's Form 10-Q filed
on May 15, 2002.)

11.1 - Statenment Re: Conputation of Diluted Earnings Per Share

31.1 - Rule 13a-14(a) Certification of Principal Executive Oficer

31.2 - Rule 13a-14(a) Certification of Principal Financial Oficer

32.1 - Section 1350 Certification of Chief Executive Oficer

32.2 - Section 1350 Certification of Chief Financial Oficer



SI GNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Regi strant has duly caused this report to be signed on its behalf by the
under si gned thereunto duly authorized.

P. A M TRANSPORTATI ON SERVI CES, | NC.

Dat ed: Novenber 7, 2005 By: /s/ Robert W Waver
Robert W Weaver
Presi dent and Chi ef Executive Oficer
(principal executive officer)

Dat ed: Novenber 7, 2005 By: /s/ Larry J. CGoddard
Larry J. Coddard
Vi ce President-Finance, Chief Financial
O ficer, Secretary and Treasurer
(principal accounting and financial officer)



11.1

31.1

31.2

32.1

32.2

P. A M TRANSPCORTATI ON SERVI CES, | NC.

I NDEX TO EXH BI TS TO FORM 10- Q

Exhi bit Description

Anended and Restated Certificate of Incorporation of the
Regi strant (incorporated by reference to Exhibit 3.1 of

the Conpany's Form 10-Q filed on May 15, 2002.)

Anended and Restated By-Laws of the Registrant (incorporated
by reference to Exhibit 3.2 of the Conpany's Form 10-Q fil ed
on May 15, 2002.)

Statenent Re: Conputation of Diluted Earnings Per Share

Rul e 13a-14(a) Certification of Principal Executive Oficer
Rul e 13a-14(a) Certification of Principal Financial Oficer
Section 1350 Certification of Chief Executive Oficer

Section 1350 Certification of Chief Financial Oficer



EXH BIT 11.1

STATEMENT RE: COWPUTATI ON OF DI LUTED EARNI NGS PER SHARE

Di | ut ed
purchase shares
wei ghted average
and only include
average share price
cal cul ated based on the

nunber
t hose

treasury

DI LUTED EARNI NGS PER SHARE FOR THE PERI OD ENDED SEPTEMBER 30, 2005

Actual net income (A)

Assuned exercise of stock options

Application of assuned proceeds ($41, 786 and $257, 022)
toward repurchase of outstanding common stock at an average
mar ket price of $16. 752 and $16.821, respectively.

Net additional shares issuable

Adj ust ment of shares outstanding:
Wi ght ed average common shares outstandi ng
Net additional shares issuable

Adj ust ed shares outstanding (B)

Net incone per common share (A) divided by (B)

DI LUTED EARNI NGS PER SHARE FOR THE PERI OD ENDED SEPTEMBER 30, 2004

Actual net income (A)

Assuned exercise of stock options

Application of assunmed proceeds ($698,997 and $659, 966)
toward repurchase of outstanding comon stock at an average
market price of $18. 340 and $18.066, respectively.

Net additional shares issuable

Adj ust ment of shares outstanding:
Wi ght ed average common shares outstandi ng
Net additional shares issuable

Adj ust ed shares outstanding (B)

Net incone per common share (A) divided by (B)

shares

earni ngs per share computations assume the exercise of stock options to
of common stock. The shares assumed exercised are based on the
of shares under options outstanding during the period
options for which the exercise price is |less than the
during the period. The net additiona
stock nmethod and are added to the weighted
average number of shares outstanding during the period.

i ssuabl e are

Three Mont hs Ni ne Mont hs
$ 2,213,089 $ 8,796,068
5,065 28, 461
(2,494) (15, 280)
2,571 13, 181

10, 818, 494 11,077, 302
2,571 13,181

10, 821, 065 11,090, 483
$ 0.20 $ 0.79
Three Mont hs Ni ne Mont hs
$ 3,147,789 $ 8,825,729
64,152 62, 628
(38,113) (36,531)
26,039 26, 097
11,298, 055 11, 296, 411
26,039 26, 097

11, 324,094 11,322,508
$ 0. 28 $ 0.78




EXHBIT 31.1

RULE 13a- 14(a) CERTI FI CATI ON OF PRI NCl PAL EXECUTI VE OFFI CER

|, ROBERT W WEAVER, President and Chi ef Executive Oficer, certify that:

(1

(2)

(3)

(4

(5)

Dat e

I have reviewed this quarterly report on Form 10-Q of P. A M TRANSPORTATI ON
SERVI CES, INC., a Del aware corporation (the "registrant");

Based on ny know edge, this report does not contain any untrue statenent of
a mterial fact or omt to state a material fact necessary to make the
statements nmade, in light of the circunstances under which such statenents
were made, not misleading with respect to the period covered by this
report;

Based on ny know edge, the financial statenents, and other financia
information included in this report, fairly present in all materia
respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and | are responsible for
establ i shing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have

(a) Designed such disclosure controls and procedures, or caused such
di scl osure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in
whi ch this report is being prepared

(b) Designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financia
statements for external purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

(d) Disclosed in this report any change in the registrant's interna
control over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has naterially affected, or is
reasonably likely to nmaterially affect, the registrant's internal
control over financial reporting; and

The registrant's other certifying officer and |I have discl osed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit commttee of the registrant's board
of directors (or persons performng the equival ent functions):

(a) Al significant deficiencies and naterial weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to
record, process, sunmarize and report financial information; and

(b) Any fraud, whether or not material, that involves managenent or ot her
enpl oyees who have a significant role in the registrant's internal
control over financial reporting

Novenber 7, 2005

Robert W Weaver

Robert W Weaver
President and Chief Executive Oficer
(principal executive officer)



EXH BIT 31.2

(1

(2)

(3)

(4

(5)

Dat e

RULE 13a- 14(a) CERTI FI CATI ON OF PRI NClI PAL FI NANCI AL OFFI CER

LARRY J. GODDARD, Chief Financial Oficer, certify that:

I have reviewed this quarterly report on Form 10-Q of P. A M TRANSPORTATI ON
SERVI CES, INC., a Del aware corporation (the "registrant");

Based on ny know edge, this report does not contain any untrue statenment of
a mterial fact or omt to state a material fact necessary to make the
statements made, in light of the circunstances under which such statenents
were made, not misleading with respect to the period covered by this
report;

Based on ny know edge, the financial statenents, and other financia
information included in this report, fairly present in all materia
respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and | are responsible for
establ i shing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have

(a) Designed such disclosure controls and procedures, or caused such
di scl osure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in
which this report is being prepared

(b) Designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financia
statements for external purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

(d) Disclosed in this report any change in the registrant's interna
control over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's interna
control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit commttee of the registrant's board
of directors (or persons performng the equival ent functions):

(a) Al significant deficiencies and naterial weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to
record, process, sunmarize and report financial information; and

(b) Any fraud, whether or not naterial, that involves managenent or other
enpl oyees who have a significant role in the registrant's internal
control over financial reporting

Novenber 7, 2005

Larry J. Goddard

Vi ce President-Finance, Chief Financia

O ficer, Secretary and Treasurer

(principal accounting and financial officer)



EXH BIT 32.1

SECTI ON 1350 CERTI FI CATI ON OF CHI EF EXECUTI VE COFFI CER

In connection with the Quarterly Report of P.A M Transportation Services, |nc.
(the "Conpany") on Form 10-Q for the period ending Septenber 30, 2005, (the
"Report") filed wth the Securities and Exchange Comm ssion, |, Robert W
Weaver, President and Chief Executive Oficer of the Conpany, certify, pursuant
to 18 U S. C Section 1350, as adopted pursuant to Section 906 of the
Sar banes- Oxl ey Act of 2002, that to the best of my know edge:

(1) The Report fully conplies with the requirenents of section 13(a) or 15(d)
of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the Conpany.

Date: Novenber 7, 2005

By: /s/ Robert W Waver

Robert W Waver
Presi dent and Chief Executive Oficer
(chief executive officer)



EXH BI T 32.2

SECTI ON 1350 CERTI FI CATI ON OF CHI EF FI NANCI AL OFFI CER

In connection with the Quarterly Report of P.A M Transportation Services, |nc.
(the "Conpany") on Form 10-Q for the period ending Septenber 30, 2005, (the
"Report") filed with the Securities and Exchange Conmmi ssion, |, Larry J.
Goddard, Vice President-Finance, Chief Financial Oficer, Secretary and
Treasurer of the Conpany, certify, pursuant to 18 U S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxl ey Act of 2002, that to the
best of my know edge:

(1) The Report fully conplies with the requirenents of section 13(a) or 15(d)
of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the Conpany.

Date: Novenber 7, 2005

By: /s/ Larry J. Goddard

Larry J. Coddard

Vi ce President-Finance, Chief Financial
O ficer, Secretary and Treasurer

(chief accounting and financial officer)



