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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements.

MARTEN TRANSPORT, LTD.
CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)

(In thousands, except share information)

ASSETS

Current assets:

Cash

Marketable securities
Receivables:

Trade, net

Other

Prepaid expenses and other
Deferred income taxes
Total current assets
Property and equipment:
Revenue equipment, buildings and land, office equipment and other
Accumulated depreciation
Net property and equipment
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:

Checks issued in excess of cash balances
Accounts payable and accrued liabilities
Insurance and claims accruals

Current maturities of long-term debt
Total current liabilities

Long-term debt, less current maturities
Deferred income taxes

Total liabilities

Minority interest

Stockholders equity:

Preferred stock, $.01 par value per share; 2,000,000 shares authorized; no shares issued and

outstanding

Common stock, $.01 par value per share; 48,000,000 shares authorized; 21,757,211 shares at
September 30, 2006, and 21,573,220 shares at December 31, 2005, issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

The accompanying notes are an integral part of these consolidated condensed financial statements.

September 30,
2006

$ 2,611
607

55,418
9,554
11,501
5,140
84,831

394,148
(94,250
299,898

5,033

$ 389,762

$ 266
24,412
13,897
5,000
43,575
54,782
74,875
173,232
904

218

73,423
141,985
215,626

$ 389,762

December 31,
2005

$ 1,080
494

47,383
6,975
13,264
3,873
73,069

362,280
(92,342
269,938
6,726

$ 349,733

$ 1,446
26,203
13,126
5,000
45,775
43,300
66,310
155,385
431

216

71,045
122,656
193,917

$ 349,733
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CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(In thousands, except per share information)
OPERATING REVENUE

OPERATING EXPENSES (INCOME):
Salaries, wages and benefits

Purchased transportation

Fuel and fuel taxes

Supplies and maintenance

Depreciation

Operating taxes and licenses

Insurance and claims

Communications and utilities

Gain on disposition of revenue equipment
Other

Total operating expenses
OPERATING INCOME

OTHER EXPENSES (INCOME):
Interest expense

Interest income and other

Minority interest

INCOME BEFORE INCOME TAXES

PROVISION FOR INCOME TAXES

NET INCOME

BASIC EARNINGS PER COMMON SHARE

DILUTED EARNINGS PER COMMON SHARE

MARTEN TRANSPORT, LTD.

(Unaudited)

Three Months

Ended September 30,

2006 2005

$ 135812 $ 119,081
36,216 31,994
22,051 21,375
37,744 29,644
8,386 7,336
11,257 9,447
1,884 1,965
4,630 4,429
962 836
(1,983 ) (1,182
2,952 2,191
124,099 108,035
11,713 11,046
928 549
(260 ) (430
261 274
929 393
10,784 10,653
4,048 4,279

$ 6,736 $ 6374
$ 031 $ 030
$ 031 $ 029

The accompanying notes are an integral part of these consolidated condensed financial statements.

2

)

)

Nine Months

Ended September 30,

2006 2005

$ 387,229 $ 334,787
106,455 92,606
62,931 62,016
102,678 76,264
24,392 20,796
32,823 27,782
5,535 5,282
14,602 13,307
2,700 2,488
(5,723 ) (3,292
8,322 6,660
354,715 303,909
32,514 30,878
2,683 1,690
(861 ) (1,216
611 591
2,433 1,065
30,081 29,813
10,752 11,861
$ 19,329 $ 17,952
$ 0.89 $ 083
$ 0.88 $ 082
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MARTEN TRANSPORT, LTD.
CONSOLIDATED CONDENSED STATEMENTS OF STOCKHOLDERS EQUITY
(Unaudited)
Total
Additional Stock-

Common Stock Paid-In Retained holders
(In thousands) Shares Amount Capital Earnings Equity
Balance at December 31, 2004 21,461 $ 215 $ 70,111 $ 97,595 $ 167,921
Net income 17,952 17,952
Issuance of common stock from share-based payment
arrangement exercises 88 1 422 423
Tax benefits from share-based payment arrangement
exercises 288 288
Balance at September 30, 2005 21,549 216 70,821 115,547 186,584
Net income 7,109 7,109
Issuance of common stock from share-based payment
arrangement exercises 24 102 102
Tax benefits from share-based payment arrangement
exercises 122 122
Balance at December 31, 2005 21,573 216 71,045 122,656 193,917
Net income 19,329 19,329
Issuance of common stock from share-based payment
arrangement exercises 184 2 759 761
Tax benefits from share-based payment arrangement
exercises 1,265 1,265
Share-based payment arrangements compensation expense 354 354
Balance at September 30, 2006 21,757 $ 218 $ 73,423 $ 141985 $ 215,626

The accompanying notes are an integral part of these consolidated condensed financial statements.
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MARTEN TRANSPORT, LTD.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

Nine Months

Ended September 30,
(In thousands) 2006 2005
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES:
Operations:
Net income $ 19,329 $ 17952
Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation 32,823 27,782
Gain on disposition of revenue equipment (5,723 ) (3,292
Deferred tax provision 8,563 8,715
Excess tax benefits from share-based payment arrangement exercises (1,131 )
Share-based payment arrangements compensation expense 354
Minority interest in undistributed earnings of affiliate 473 591
Changes in other current operating items 9,871 ) (6,209
Net cash provided by operating activities 44,817 45,539
CASH FLOWS USED FOR INVESTING ACTIVITIES:
Revenue equipment additions (85,654 ) (68,333
Proceeds from revenue equipment dispositions 29,556 24,212
Buildings and land, office equipment and other additions (962 ) (3,359
Net change in other assets 1,693 (382
Purchases of marketable securities (1,803 ) (30,703
Sales of marketable securities 1,690 30,154
Net cash used for investing activities (55,480 ) (48,411
CASH FLOWS PROVIDED BY FINANCING ACTIVITIES:
Borrowings under credit facility and long-term debt 97,198 80,152
Repayment of borrowings under credit facility and long-term debt (85,716 ) (74,086
Issuance of common stock from share-based payment arrangement exercises 761 423
Excess tax benefits from share-based payment arrangement exercises 1,131
Change in checks issued in excess of cash balances (1,180 ) (1,349
Net cash provided by financing activities 12,194 5,140
NET CHANGE IN CASH 1,531 2,268
CASH:
Beginning of period 1,080 855
End of period $ 2611 $ 3,123
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for:
Interest $ 2,738 $ 1,684
Income taxes $ 995 $ 1,192

The accompanying notes are an integral part of these consolidated condensed financial statements.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
NINE MONTHS ENDED SEPTEMBER 30, 2006
(Unaudited)

(1) Basis of Presentation

The accompanying unaudited consolidated condensed financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America for interim financial statements, and therefore do not include all information and disclosures
required by accounting principles generally accepted in the United States of America for complete financial statements. In the opinion of
management, such statements reflect all adjustments (consisting of normal recurring adjustments) considered necessary to fairly present our
consolidated financial condition, results of operations and cash flows for the interim periods presented. The results of operations for any interim
period do not necessarily indicate the results for the full year. The unaudited interim consolidated financial statements should be read with
reference to the financial statements and notes to financial statements in our 2005 Annual Report on Form 10-K.

The accompanying unaudited consolidated condensed financial statements include the accounts of Marten Transport, Ltd. and its 45% owned
affiliate, MW Logistics, LLC ( MWL ). MWL is a third-party provider of logistics services to the transportation industry. We have applied the
provisions of FASB Interpretation No. 46, Consolidation of Variable Interest Entities, as revised, to our investment in MWL effective March 31,
2004. All material intercompany accounts and transactions have been eliminated in consolidation.

(2) Accounting for Share-based Payment Arrangement Compensation

Under our 2005 Stock Incentive Plan (the 2005 Plan ), all of our employees and any subsidiary employees, as well as all of our non-employee
directors, consultants, advisors and independent contractors, may be granted stock-based awards, including incentive and non-statutory stock
options and restricted stock awards. Stock options expire within 10 years after the date of grant and the exercise price must be at least the fair
market value of our common stock on the date of grant. Stock options issued to non-employee directors upon their annual re-election to our
Board of Directors are generally exercisable at the date of grant. Service-based options issued to employees are generally exercisable beginning
one year from the date of grant in cumulative amounts of 20% per year. Performance-based options become exercisable upon achievement of
certain performance criteria established by the Compensation Committee of our Board of Directors. Options exercised represent newly issued
shares. The maximum number of shares of common stock available for issuance under the 2005 Plan is 2.85 million shares. As of September
30, 2006, there were 226,000 shares reserved for issuance under options outstanding under the 2005 Plan. The 2005 Plan replaces our 1995
Stock Incentive Plan (the 1995 Plan ), which expired by its terms in March 2005.

Under our 1995 Plan, officers, directors and employees were granted incentive and non-statutory stock options. Incentive stock option exercise
prices were required to be at least the fair market value of our common stock on the date of grant. Non-statutory stock option exercise prices
were required to be at least 85% of the fair market value of our common stock on the date of grant. Stock options expire within 10 years after
the date of grant. Stock options issued to non-employee directors upon their annual re-election to our Board of Directors are generally
exercisable at the date of grant. Service-based options issued to employees are generally exercisable beginning one year from the date of grant
in cumulative amounts of 20% per year. Options exercised represent newly issued shares. As of September 30, 2006, there were 423,248 shares
reserved for issuance under options outstanding under the 1995 Plan. No additional options will be granted under the 1995 Plan.

Effective January 1, 2006, we began recording compensation expense associated with share-based payment arrangements in accordance with
Statement of Financial Accounting Standards No. 123R, Share-Based Payment ( SFAS 123R ) as interpreted by SEC Staff Accounting Bulletin
No. 107. SFAS 123R supersedes Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees ( APB 25 ), and
amends Statement of Financial Accounting Standards No. 95, Statement of Cash Flows. Generally, the approach in SFAS 123R is similar to the
approach described in Statement of Financial Accounting Standards No. 123, Accounting For Stock-Based Compensation ( SFAS 123 ).
However, SFAS 123R requires all
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share-based payments to employees and non-employee directors, including grants of employee stock options, to be recognized in the income
statement based on their fair values at the date of grant.

Historically, we accounted for share-based compensation under the recognition and measurement principles of APB 25 and related
interpretations. No compensation expense related to stock option plans was reflected in our net income as all options had an exercise price equal
to the market value of the underlying common stock on the date of grant. SFAS 123 established accounting and disclosure requirements using a
fair-value-based method of accounting for share-based employee compensation plans. As permitted by SFAS 123, we elected to continue to
apply the intrinsic-value-based method of APB 25, described above, and adopted only the disclosure requirements of SFAS 123, as amended by
Statement of Financial Accounting Standards No. 148, Accounting For Stock-Based Compensation Transition and Disclosure.

We adopted the modified prospective transition method provided for under SFAS 123R, and consequently have not retroactively adjusted results
from prior periods. Under this transition method, compensation cost associated with share-based awards recognized in the first nine months of
2006 includes: (a) compensation cost for all share-based payments granted prior to, but not yet vested as of December 31, 2005, based on the
grant-date fair value estimated in accordance with the provisions of SFAS 123, and (b) compensation cost for all share-based payments granted
subsequent to December 31, 2005, based on the grant-date fair value estimated in accordance with the provisions of SFAS 123R.

We use the Black-Scholes option pricing model to calculate the grant-date fair value of option awards. The fair value of option awards granted
was estimated as of the date of grant using the following weighted average assumptions:

Nine Months Ended
September 30, 2006

Service-based options:

Expected option life in years (1) 7

Expected stock price volatility percentage (2) 29 %
Risk-free interest rate percentage (3) 4.6 %
Expected dividend yield (4)

Fair value as of the date of grant $ 9.55

Performance-based options:

Expected option life in years (1) 7

Expected stock price volatility percentage (2) 29 %
Risk-free interest rate percentage (3) 4.6 %
Expected dividend yield (4)

Fair value as of the date of grant $ 9.83

There were no options granted in the three months ended September 30, 2006 or in the year 2005.

(1) Expected option life We use historical employee exercise and option expiration data to estimate the expected life
assumption for the Black-Scholes grant-date valuation. We believe that this historical data is currently the best
estimate of the expected term of a new option. We use a weighted-average expected life for all awards.

(2) Expected stock price volatility We use our stock s historical volatility for the same period of time as the expected
life. We have no reason to believe that its future volatility will differ from the past.

(3) Risk-free interest rate  The rate is based on the U.S. Treasury yield curve in effect at the time of the grant for the
same period of time as the expected life.

(4) Expected dividend yield We have not historically paid cash dividends on our common stock, and we do not expect
to declare any cash dividends in the foreseeable future.

PART I. FINANCIAL INFORMATION 8
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We use the straight-line attribution method to recognize expense for all service-based option awards with graded vesting. Compensation
expense will be recorded for performance-based option awards in the periods in which the performance condition is probable of achievement.

Service-based option awards become immediately exercisable in full in the event of retirement, death or disability and upon a change in control
with respect to all options that have been outstanding for at least six months. To be eligible for retirement, an employee must reach age 65.
Performance-based option awards will remain exercisable to the extent previously exercisable for a period of one year after the employee s
employment is terminated due to retirement, death or disability. Performance-based option awards become immediately exercisable in full in
the event of a change in control with respect to all options that have been outstanding for at least six months.

SFAS 123R requires compensation costs associated with service-based option awards to be recognized over the requisite service period, which is
the period between the grant date and the earlier of the award s stated vesting term or the date the employee is eligible for retirement. We
immediately recognize the entire amount of share-based compensation cost for employees that are eligible for retirement at the date of grant.

For awards granted to employees approaching retirement eligibility, we recognize compensation cost on a straight-line basis over the period
from the grant date through the retirement eligibility date. Share-based compensation expense for employees who are not retirement eligible is
recognized on a straight-line basis over the stated vesting period of the award.

The amount of share-based compensation recognized during a period is based on the value of the portion of the awards that are ultimately

expected to vest. 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 term forfeitures is distinct from cancellations or expirations and represents only the unvested portion
of the surrendered award. We currently expect, based on an analysis of our historical forfeitures and known forfeitures on existing awards, that
approximately 1.25% of unvested outstanding options will be forfeited each year. This analysis will be re-evaluated quarterly and the forfeiture

rate will be adjusted as necessary. Ultimately, the actual expense recognized over the vesting period will only be for those shares that vest.

Total share-based compensation expense recorded in the three-month and nine-month periods ended September 30, 2006 was $94,000 ($68,000
net of income tax benefit and $0.003 of earnings per basic and diluted share) and $355,000 ($251,000 net of income tax benefit, $0.012 of
earnings per basic share and $0.011 of earnings per diluted share), respectively. All share-based compensation expense was recorded in salaries,
wages and benefits expense.

Prior to the adoption of SFAS 123R, benefits of tax deductions in excess of recognized compensation costs (excess tax benefits) were reported
as operating cash flows. SFAS 123R requires that they be recorded as a financing cash inflow rather than a deduction of taxes paid in operating
cash flows. For the three-month and nine-month periods ended September 30, 2006, there was approximately zero and $1.1 million,
respectively, of excess tax benefits recognized resulting from exercises of options granted prior to December 31, 2005.
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The following table details the effect on net income and earnings per share had share-based compensation expense been recorded for the
three-month and nine-month periods ended September 30, 2005 based on the fair-value method under SFAS 123. The reported and pro forma
net income and earnings per share for the three-month and nine-month periods ended September 30, 2006 are the same since share-based
compensation expense was calculated under the provisions of SFAS 123R.

Three Months Nine Months

Ended Ended

September 30, 2005 September 30, 2005
Net income as reported $ 6,374 $ 17,952
Deduct: Total share-based compensation expense determined under fair
value based method for all awards, net of related tax effects (29 ) (68 )
Pro forma net income $ 6,345 $ 17,884
Basic income per share:
As reported $ 0.30 $ 0.83
Pro forma $ 0.29 $ 0.83
Diluted income per share:
As reported $ 0.29 $ 0.82
Pro forma $ 0.29 $ 0.82

As of September 30, 2006, there was a total of $1.3 million of unrecognized compensation expense related to unvested service-based option
awards, which is expected to be recognized over a weighted-average period of 3.4 years, and $767,000 of unrecognized compensation expense
related to unvested performance-based option awards, which will be recorded in the periods in which the performance condition is probable of
achievement through 2010.

Option activity for the nine months ended September 30, 2006 was as follows:

Weighted Average
Shares Exercise Price
Outstanding at December 31, 2005 607,239 $ 5.36
Granted 226,000 23.18
Exercised (183,991 ) 4.17
Outstanding at September 30, 2006 649,248 $ 11.92
Exercisable at September 30, 2006 362,371 $ 5.60

The fair value of options granted in the nine months ended September 30, 2006 was $1.4 million for service-based options and $767,000 for
performance-based options. There were no options granted in the three months ended September 30, 2006 or in the year 2005. The total
intrinsic value of options exercised in the three-month and nine-month periods ended September 30, 2006 was $18,000 and $3.3 million,
respectively. The total intrinsic value of options exercised in the three-month and nine-month periods ended September 30, 2005 was $253,000
and $751,000, respectively. Intrinsic value is the difference between the fair value of the acquired shares at the date of exercise and the exercise
price, multiplied by the number of options exercised. Proceeds received from option exercises in the three-month and nine-month periods ended
September 30, 2006 were $8,000 and $761,000, respectively.

PART I. FINANCIAL INFORMATION 11
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The following table summarizes information concerning outstanding and exercisable option awards as of September 30, 2006:

Options Outstanding Options Exercisable
Range of Exercise Prices Shares Life(1) Price(2) Value(3) Shares Life(1) Price(2)
Service-based options:
$3.84 - $5.78 332,121 4.2 $ 457 $ 4,160 321,996 4.1 $ 455
$10.76 91,127 7.1 10.76 577 30,375 7.1 10.76
$21.94 - $23.59 148,000 9.4 22.97 10,000 9.7 23.49
571,248 6.0 $ 10.32 $ 4,737 362,371 4.5 $ 5.60
Performance-based options:
$23.59 78,000 94 $ 2359 $ $

(1) Represents the weighted-average remaining contractual life in years.
(2) Represents the weighted-average exercise price.

Value(3)

$ 4,037
192

$ 4229

$

(3) Represents the aggregate intrinsic value based on our closing stock price on September 29, 2006 for in-the-money

options (in thousands).

Nonvested option awards as of September 30, 2006 and changes during the nine months ended September 30, 2006 were as follows:

Weighted Average
Weighted Average Remaining Contractual
Grant Date Life
Shares Fair Value (in Years)
Service-based options:
Nonvested at December 31, 2005 86,066 $ 3.53 7.3
Granted 148,000 9.55 9.4
Vested (25,189 ) 5.28 6.7
Nonvested at September 30, 2006 208,877 $ 7.59 8.5
Performance-based options:
Nonvested at December 31, 2005 $
Granted 78,000 9.83 9.4
Vested
Nonvested at September 30, 2006 78,000 $ 9.83 94

The total fair value of options which vested during the three-month and nine-month periods ended September 30, 2006 was $12,000 and
$133,000, respectively. The total fair value of options which vested during the three-month and nine-month periods ended September 30, 2005

was $12,000 and $111,000, respectively.
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(3) Earnings Per Common Share

Basic and diluted earnings per common share were computed as follows:

Three Months Nine Months

Ended September 30, Ended September 30,
(In thousands, except per share amounts) 2006 2005 2006 2005
Numerator:
Net income $ 6,736 $ 6374 $ 19,329 $ 17,952
Denominator:
Basic earnings per common share - weighted-average shares 21,756 21,542 21,726 21,502
Effect of dilutive stock options 190 426 229 448
Diluted earnings per common share - weighted-average shares and assumed
conversions 21,946 21,968 21,955 21,950
Basic earnings per common share $ 031 $ 030 $ 0.89 $ 083
Diluted earnings per common share $ 031 $ 029 $ 088 $ 082

Options totaling 226,000 shares were outstanding but were not included in the calculation of diluted earnings per share for the three-month and
nine-month periods ended September 30, 2006 because their exercise prices were greater than the average market price of the common shares
and, therefore, including the options in the denominator would be antidilutive, or decrease the number of weighted-average shares. All
outstanding options were included in the calculation of diluted earnings per share for the three-month and nine-month periods ended September
30, 2005.

(4) Long-Term Debt

In August 2006, we entered into a credit agreement which provides for a five-year unsecured committed credit facility in an aggregate principal
amount of up to $75 million. The aggregate principal amount of the credit facility may be increased at our option up to a maximum aggregate

principal amount of $100 million. The credit agreement amends and restates in its entirety our prior credit agreement. At September 30, 2006,
the credit facility had an outstanding principal balance of $43.4 million, outstanding standby letters of credit of $4.5 million and remaining
borrowing availability of $27.1 million. This facility bears interest at a variable rate based on the London Interbank Offered Rate or the bank s
Prime Rate, in each case plus/minus applicable margins. The weighted average interest rate for the credit facility was 6.14% at September 30,
2006.

(5) Income Taxes
Our effective income tax rate was 35.7% for the nine months ended September 30, 2006 compared with 39.8% for the nine months ended
September 30, 2005, because we decreased our deferred income tax liability by $875,000 in the second quarter of 2006. This decrease was

primarily due to a change in our income apportionment for several states, which produced a lower expected effective state income tax rate, net of
federal impact.

(6) Stock Split

On December 12, 2005, we effected a three-for-two stock split of our common stock, $.01 par value, in the form of a 50% stock dividend. Our
consolidated condensed financial statements, related notes, and other financial data contained in this report have been adjusted to give
retroactive effect to the stock split for all periods presented.
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(7) Reclassifications

The changes in the cash and checks issued in excess of cash balances in our 2005 consolidated condensed statement of cash flows, the minority
interest in the earnings of MWL in our 2005 consolidated condensed statement of operations and statement of cash flows, the purchases and
sales of marketable securities, revenue equipment additions and proceeds from dispositions, and the tax benefit of stock option exercises in our
2005 consolidated condensed statement of cash flows have been reclassified to be consistent with the 2006 presentation. These reclassifications
do not have a material effect on our consolidated financial statements.

(8) Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board, or FASB, issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes
an interpretation of FASB Statement No. 109.  The Interpretation clarifies the accounting for uncertainty in income taxes recognized in an
enterprise s financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. The Interpretation prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return. The Interpretation also provides guidance on derecognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition. The Interpretation is effective for fiscal years beginning after December 15, 2006. The adoption of the
Interpretation is not expected to have a significant impact on our results of operations or financial position.

In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements (SAB 108). SAB 108 addresses how the effects of prior
year misstatements should be considered when quantifying misstatements in current year financial statements. SAB 108 requires registrants to
apply the new guidance for the first time that it identifies material errors in existence at the beginning of the first fiscal year ending after
November 15, 2006 by correcting those errors through a one-time cumulative effect adjustment to beginning-of-year retained earnings. We are
currently evaluating SAB 108 and have not yet determined the impact, if any, on our results of operations or financial position.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read together with the selected consolidated
financial data and our consolidated condensed financial statements and the related notes appearing elsewhere in this report. This discussion
and analysis contains forward-looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially
from those anticipated in these forward-looking statements as a result of many factors, including but not limited to those included in our Form
10-K, Part 1, Item 1A for the year ended December 31, 2005. We do not assume, and specifically disclaim, any obligation to update any
forward-looking statement contained in this report.

Overview

The primary source of our operating revenue is freight revenue, which we generate by transporting freight for our customers. Generally, we are
paid by the mile for our services. We also derive freight revenue from loading and unloading activities, equipment detention and other
accessorial services. Our operating revenue also includes revenue from fuel surcharges and non-freight revenue, which consists of logistics
services provided by MWL, as well as a logistics division with brokerage services initiated in April 2005 and intermodal services initiated in
October 2005. Brokerage services involve arranging for another company to transport freight for our customers while we retain the billing,
collection and customer management responsibilities. Intermodal services involve the movement of our trailers on railroad flatcars for a portion
of a trip. The main factors that affect our freight revenue are the rate 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 United States
economy, inventory levels, the level of truck capacity in the temperature-sensitive market and specific customer demand. We monitor our
revenue production primarily through revenue per tractor per week. We also analyze our rate per total mile, non-revenue miles percentage, the
miles per tractor we generate, our accessorial revenue and our other sources of operating revenue.

In discussing our results of operations, we have included in certain instances a discussion of freight revenue, which excludes fuel surcharge and
non-freight revenue. We do this because we believe that eliminating these sources of revenue provides a more consistent basis for comparing
our results of operations from period to period.

In the first nine months of 2006, we increased our operating revenue by $52.4 million, or 15.7%, and increased our freight revenue by $15.9
million, or 5.6%, compared with the first nine months of 2005. Our operating results for the first nine months of 2006 reflect improved average
freight revenue per total mile compared with the first nine months of 2005. The improvement in asset productivity helped mitigate the
continuing challenges of a tight driver market, which limited our fleet growth, and high fuel prices. We were able to increase our freight
revenue by increasing our freight rates, the size of our fleet and our business with existing and new customers. This increase was partially offset
by the impact of lower equipment utilization. Our fuel surcharge revenue in the first nine months of 2006 increased by $21.4 million, or 56.2%,
compared with the first nine months of 2005, primarily due to significantly higher average fuel prices in 2006. Our non-freight revenue in the
first nine months of 2006 increased by $15.1 million, or 128.4%, compared with the same period of 2005, due to increased logistics services
provided by MWL, as well as the formation of a logistics division with brokerage services initiated in April 2005 and intermodal services
initiated in October 2005. We increased our average operating revenue per tractor per week 11.2% in the first nine months of 2006. Our
average freight revenue per tractor per week increased 1.5%, due to a 5.7% improvement in average freight revenue per total mile, partially
offset by a 3.9% decrease in average miles per tractor. Our weighted average number of tractors increased 4.0% in the first nine months of 2006
over the first nine months of 2005.

Our profitability on the expense side is impacted by variable costs of transporting freight for our customers, fixed costs and expenses containing
both fixed and variable components. The variable costs include fuel expense, driver-related expenses, such as wages, benefits, training, and
recruitment, and independent contractor costs, which are recorded under purchased transportation. 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 relate to the
acquisition and financing of long-term assets, such as revenue equipment and operating terminals. Although certain factors affecting our
expenses are beyond our control, we monitor them closely and attempt to anticipate changes in these factors in managing our business. For
example, fuel prices fluctuated dramatically and quickly at various times during 2005 and the first nine months of 2006. We manage our
exposure to changes in fuel prices primarily through fuel surcharge programs with our customers, as well as volume fuel purchasing
arrangements with national fuel centers and bulk purchases of fuel at our terminals. The transportation industry has experienced in the last
several years substantial difficulty in attracting and retaining qualified drivers, and competition for
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drivers has intensified. In 2005, we instituted two separate pay increases for our company drivers and increased the incentives paid to
independent contractors. We continue to offer driver compensation that we believe ranks near the top of the industry. In order to control
increases in insurance premiums, we have increased our self-insured retention levels periodically during the last several years. We are
responsible for the first $1.0 million on each auto liability claim and up to $1.0 million in the aggregate for all auto liability claims between $1.0
million and $2.0 million. We are also responsible for the first $750,000 on each workers compensation claim.

Our operating expenses as a percentage of operating revenue, or operating ratio, was 91.6% in the first nine months of 2006 compared with
90.8% in the first nine months of 2005. Our net income increased $1.4 million, or 7.7%, over the first nine months of 2005. Our earnings per
diluted share increased to $0.88 in the first nine months of 2006 from $0.82 in the first nine months of 2005. Net income and our earnings per
diluted share for the first nine months of 2006 included an income tax benefit of approximately $875,000, or 4 cents per diluted share, in the
second quarter of 2006 due to a decrease to our deferred income tax liability. The decrease was primarily due to a change in our income
apportionment for several states.

Our business requires substantial, ongoing capital investments, particularly for new tractors and trailers. At September 30, 2006, we had
approximately $59.8 million of long-term debt, including current maturities, and $215.6 million in stockholders equity. In the first nine months
of 2006, we spent approximately $56.1 million, net of proceeds from dispositions, to purchase new revenue equipment and recognized a gain of
$5.7 million on the disposition of used equipment. We estimate that capital expenditures, net of proceeds from dispositions, will be
approximately $23 million for the remainder of 2006, primarily for new revenue equipment. This estimate may be impacted by the timing of
tractor and trailer deliveries between 2006 and 2007. We expect to fund these capital expenditures with cash flows from operations and
borrowings under our revolving credit facility. Based on our current operating performance, the market for used tractors, our liquidity and our
expectations concerning tractors manufactured in 2007, we decided to accelerate our tractor fleet replacement during 2005 and 2006 to allow us
greater flexibility in our decisions to purchase tractors in 2007 when the next round of diesel emissions reduction directives of the EPA go into
effect. This acceleration of our tractor fleet replacement has not impacted the useful lives of our tractors or caused impairment to the carrying
amount reflected in our consolidated balance sheet.

Share-based Payment Arrangement Compensation

Effective January 1, 2006, we adopted the fair value recognition provisions of Statement of Financial Accounting Standards No. 123R,

Share-Based Payment ( SFAS 123R ) using the modified prospective transition method, and therefore have not restated prior periods results. All
share-based compensation expense is recorded in salaries, wages and benefits expense. Total share-based compensation expense recorded in the
three-month and nine-month periods ended September 30, 2006 was $94,000 ($68,000 net of income tax benefit) and $355,000 ($251,000 net of
income tax benefit), respectively, which entirely represents additional share-based compensation expense recorded as a result of adopting SFAS
123R. No share-based compensation expense was recorded in the three-month and nine-month periods ended September 30, 2005, however
such expense would have been $49,000 ($29,000 net of income tax benefit) and $112,000 ($68,000 net of income tax benefit), respectively, had
we recognized share-based expense in net income under Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based
Compensation. Unrecognized compensation expense from unvested service-based stock option awards was $1.3 million as of September 30,
2006 and is expected to be recorded over a weighted-average period of 3.4 years. Unrecognized compensation expense from unvested
performance-based stock option awards was $767,000 as of September 30, 2006 and will be recorded in the periods in which the performance
condition is probable of achievement through 2010.

Stock Split
On December 12, 2005, we effected a three-for-two stock split of our common stock, $.01 par value, in the form of a 50% stock dividend. Our

consolidated condensed financial statements, related notes, and other financial data contained in this report have been adjusted to give
retroactive effect to the stock split for all periods presented.
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Results of Operations

The following table sets forth for the periods indicated certain operating statistics regarding our revenue and operations:

Three Months Nine Months

Ended September 30, Ended September 30,

2006 2005 2006 2005
Average operating revenue per total mile $ 1.988 $ 1.735 $ 1.893 $ 1.636
Average freight revenue per total mile (1) $ 1492 $ 1436 $ 1471 $  1.392
Average miles per tractor(2) 27,468 28,729 82,099 85,469
Average operating revenue per tractor per week(2) $ 4,154 $ 3,793 $ 3985 $ 3,585
Average freight revenue per tractor per week(1) (2) $ 3,118 $ 3,140 $ 3,09 $ 3,051
Total miles company-employed drivers (in thousands) 56,303 52,097 165,763 152,598
Total miles independent contractors (in thousands) 12,029 16,533 38,771 52,080
(1) Excludes revenue from fuel surcharges and non-freight revenue.
) Includes tractors driven by both company-employed drivers and independent contractors. Independent

contractors provided 366 and 502 tractors as of September 30, 2006, and 2005, respectively.

Note The above operating statistics exclude tractors and miles associated with non-freight revenue.
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Comparison of Three Months Ended September 30, 2006 to Three Months Ended September 30, 2005

The following table sets forth for the periods indicated the components of our operating revenue and the dollar and percentage change for each

component:

(Dollars in thousands)
Freight revenue

Fuel surcharge revenue
Non-freight revenue
Operating revenue

Three Months
Ended
September 30,
2006

$ 101,940
22,538
11,334
$ 135,812

2005
$ 98,575
15,690
4,816

$ 119,081

Dollar
Change

Three Months

Ended

September 30,

2006 vs. 2005
$ 3,365
6,848

6,518

$ 16,731

Percentage
Change

Three Months
Ended
September 30,
2006 vs. 2005
3.4 %
43.6

135.3

14.1 %

The following table sets forth for the periods indicated the dollar and percentage increase or decrease of the items in our unaudited consolidated
condensed statements of operations, and those items as a percentage of operating revenue:

(Dollars in thousands)
Operating revenue

Operating expenses (income):
Salaries, wages and benefits
Purchased transportation
Fuel and fuel taxes

Supplies and maintenance
Depreciation

Operating taxes and licenses
Insurance and claims
Communications and utilities
Gain on disposition of revenue equipment
Other

Total operating expenses
Operating income

Other expenses (income):
Interest expense

Interest income and other
Minority interest

Income before income taxes
Provision for income taxes
Net income

Dollar
Change
Three Months
Ended
September 30,
2006 vs. 2005

$ 16,731

4,222
676
8,100
1,050
1,810
(81
201
126
(801
761
16,064
667

379

170

(13

536

131

(231

$ 362

Percentage
Change

Three Months
Ended
September 30,
2006 vs. 2005
14.1

13.2
3.2
27.3
143
19.2
.1
45
15.1
(67.8
34.7
14.9
6.0

69.0
39.5
4.7
136.4
12
(5.4
5.7

%

)

)

)

)
%

Percentage of

Operating Revenue

Three Months
Ended
September 30,
2006

100.0 %

26.7
16.2
27.8
6.2
8.3
1.4
34
0.7
1.5 )
2.2
914
8.6

0.7
0.2 )
0.2
0.7
7.9
3.0
5.0 %o

2005
100.0 %o

26.9
17.9
24.9
6.2
7.9
1.7
3.7
0.7
(1.0 )
1.8
90.7
9.3

0.5

0.4 )
0.2

0.3

8.9

3.6

54 %o

Our operating revenue increased $16.7 million, or 14.1%, to $135.8 million in the 2006 period from $119.1 million in the 2005 period. Freight
revenue increased $3.4 million, or 3.4%, to $101.9 million in the 2006 period from $98.6 million in the 2005 period. We were able to increase
our freight revenue by increasing our freight rates, the size of our fleet and our business with existing and new customers. This increase was
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partially offset by the impact of lower equipment utilization. Our fuel surcharge revenue increased $6.8 million, or 43.6%, to $22.5 million in
the 2006 period from $15.7 million in the 2005 period primarily due to significantly higher average fuel prices in the 2006 period more fully
discussed below under fuel and fuel taxes. The increase in non-freight revenue in the 2006 period resulted from increased logistics services
provided by MWL, as well as the formation of a logistics division with brokerage services initiated in April 2005 and intermodal services
initiated in October 2005. Our revenue, before fuel surcharges, increased $9.9 million, or 9.6%, in the 2006 period from the 2005 period. Our
average operating revenue per tractor per week increased 9.5% in the 2006 period from the 2005 period. Our average freight revenue per tractor
per week decreased 0.7% in the 2006 period from the 2005 period, due to a 3.9% increase in average freight revenue per total mile offset by a
4.4% decrease in average miles per tractor. Our weighted average number of tractors increased 4.1% in the 2006 period from the 2005 period.
Our ability to recruit and retain a sufficient number of qualified drivers limited our fleet growth in the 2006 period.

Salaries, wages and benefits consist of compensation for our employees, including both driver and non-driver employees, employees health
insurance, 401(k) plan contributions and other fringe benefits. These expenses vary depending upon the ratio of company drivers to independent
contractors, our efficiency, our experience with employees health insurance claims, changes in health care premiums and other factors. The
increase in salaries, wages and benefits resulted primarily from an increase in the size of our company-owned fleet and the miles driven by
company drivers. Additionally, higher estimated costs of our self-insured medical claims increased our employees health insurance expense by
$481,000 in the 2006 period.

Purchased transportation consists of payments to independent contractor providers of revenue equipment and to carriers for transportation
services we arrange in connection with brokerage and intermodal activities. This category will vary depending upon the ratio of company
drivers versus independent contractors, the amount of fuel surcharges passed through to independent contractors and the amount and rates we
pay to third-party railroad and motor carriers. Purchased transportation expense increased $676,000, or 3.2%, in the 2006 period from the 2005
period. This expense, excluding fuel surcharges passed through to independent contractors and brokerage and intermodal payments, decreased
$4.2 million, or 28.9%, in the 2006 period, primarily due to a decrease in the number of independent contractor-owned tractors in our fleet.
Payments to carriers for transportation services we arranged in our brokerage and intermodal operations were $8.6 million in the 2006 period
and $3.5 million in the 2005 period. The amount of fuel surcharges passed through to independent contractors decreased $235,000 in the 2006
period.

Fuel and fuel taxes, which we refer to as fuel expense, net of fuel surcharge revenue of $22.5 million in the 2006 period and $15.7 million in the
2005 period, increased $1.3 million, or 9.0%, to $15.2 million in the 2006 period from $13.9 million in the 2005 period. The increase was
primarily due to an 8.1% increase in miles driven by our company-owned fleet, a higher average fuel price net of surcharges, particularly in the
first two months of the 2006 period, and lower fuel efficiencies associated with newer tractors. Our fuel prices, which remain high based on
historical standards, significantly increased to an average of $2.79 per gallon in the 2006 period from an average of $2.45 per gallon in the 2005
period. We have fuel surcharge provisions in substantially all of our transportation contracts and attempt to recover a portion of these increased
expenses through fuel surcharges and higher rates. We expect our fuel expense to increase in the future because we believe that government
mandated emissions standards, which became effective October 1, 2002, have resulted in less fuel-efficient engines, and that more restrictive
emissions standards that take effect in 2007 will result in further declines in engine efficiency.

Supplies and maintenance consist of repairs, maintenance, tires, parts, oil and engine fluids, along with load-specific expenses including
loading/unloading, tolls, pallets and trailer hostling. The increase in supplies and maintenance in the 2006 period primarily resulted from our
larger fleet and the higher percentage of company-owned tractors in our fleet, for which we bear all maintenance expenses. Our maintenance
practices were consistent with the 2005 period.

Depreciation relates to owned tractors, trailers, communications units, terminal facilities and other assets. Gains or losses on dispositions of
revenue equipment are set forth in a separate line item, rather than included in this category. The increase in depreciation was due to an increase
in revenue equipment and in the relative percentage of company-owned tractors to independent contractor-owned tractors in the 2006 period. In
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addition, lower freight revenue per tractor less efficiently spread this fixed cost. We expect our annual cost of tractor and trailer ownership will
increase in future periods as a result of our accelerated tractor fleet replacement and higher prices of new equipment, which is expected to result
in greater depreciation over the useful life.

Insurance and claims consist of the costs of insurance premiums and the accruals we make for claims within our self-insured retention amounts,
primarily for personal injury, property damage, physical damage to our equipment, cargo claims and workers compensation claims. These
expenses will vary primarily based upon the frequency and severity of our accident experience, our self-insured retention levels and the market
for insurance. The increase in insurance and claims in the 2006 period was comprised of a $497,000 increase in the cost of self-insured accident
claims partially offset by a $296,000 decrease in insurance premiums. Insurance and claims represented 4.5% of freight revenue in each of the
2006 and 2005 periods. We are responsible for the first $1.0 million on each auto liability claim and up to $1.0 million in the aggregate for all
auto liability claims between $1.0 million and $2.0 million. We are also responsible for the first $750,000 on each workers compensation claim.
Our significant self-insured retention and our risk on the first $1.0 million of auto liability claims in the $1.0 million to $2.0 million corridor
expose us to the possibility of significant fluctuations in claims expense between periods depending on the frequency, severity and timing of
claims and to adverse financial results if we incur large or numerous losses. In the event of an uninsured claim above our insurance coverage, or
an increase in the frequency or severity of claims within our self-insured retention, our financial condition and results of operations could be
materially and adversely affected.

In the 2006 period, increases in the market value for used revenue equipment caused our gain on disposition of revenue equipment to increase to
$2.0 million from $1.2 million in the 2005 period. Future gains or losses on disposition of revenue equipment will be impacted by the market
for used revenue equipment, which is beyond our control.

As a result of the foregoing factors, our operating expenses as a percentage of operating revenue, or operating ratio, was 91.4% in the 2006
period compared with 90.7% in the 2005 period.

Interest expense primarily consists of interest on our unsecured committed credit facility and senior unsecured notes. The increase in interest
expense was primarily the result of higher average debt balances outstanding in the 2006 period.

Our effective income tax rate was 37.5% in the 2006 period compared with 40.2% in the 2005 period. This decrease was primarily due to a
change in our income apportionment for several states, which produced a lower expected effective state income tax rate, net of federal impact.

As aresult of the factors described above, net income increased 5.7%, to $6.7 million in the 2006 period from $6.4 million in the 2005 period.
Net earnings per share increased to $0.31 per diluted share in the 2006 period from $0.29 per diluted share in the 2005 period.
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The following table sets forth for the periods indicated the components of our operating revenue and the dollar and percentage change for each

component:

(Dollars in thousands)

Freight revenue

Fuel surcharge revenue
Non-freight revenue
Operating revenue

Nine Months
Ended
September 30,
2006

$ 300,836
59,457
26,936
$ 387,229

2005

$ 284,934
38,059
11,794
$ 334,787

Dollar
Change

Nine Months
Ended
September 30,
2006 vs. 2005

$ 15,902
21,398
15,142
$ 52,442

Percentage
Change

Nine Months
Ended
September 30,
2006 vs. 2005

5.6 %
56.2

128.4

15.7 %

Fuel surcharge revenue for our intermodal operations, which was classified within non-freight revenue from the fourth quarter of 2005 through
the second quarter of 2006, has been reclassified to fuel surcharge revenue in the above table.

The following table sets forth for the periods indicated the dollar and percentage increase or decrease of the items in our unaudited consolidated
condensed statements of operations, and those items as a percentage of operating revenue:

(Dollars in thousands)

Operating revenue

Operating expenses (income):
Salaries, wages and benefits
Purchased transportation

Fuel and fuel taxes

Supplies and maintenance
Depreciation

Operating taxes and licenses
Insurance and claims
Communications and utilities
Gain on disposition of revenue equipment
Other

Total operating expenses
Operating income

Other expenses (income):
Interest expense

Interest income and other
Minority interest

Income before income taxes

Provision for income taxes
Net income

18

Dollar Percentage Percentage of
Change Change Operating Revenue
Nine Months Nine Months Nine Months
Ended Ended Ended

September 30, September 30, September 30,
2006 vs. 2005 2006 vs. 2005 2006

$ 52,442 15.7 % 100.0 %
13,849 15.0 27.5

915 1.5 16.3

26,414 34.6 26.5

3,596 17.3 6.3

5,041 18.1 8.5

253 4.8 1.4

1,295 9.7 3.8

212 8.5 0.7

(2,431 ) (73.8 ) (1.5 )
1,662 25.0 2.1

50,806 16.7 91.6

1,636 5.3 8.4

993 58.8 0.7

355 29.2 0.2 )
20 34 0.2

1,368 128.5 0.6

268 0.9 7.8

(1,109 ) (94 ) 2.8

$ 1,377 7.7 % 5.0 %

2005
100.0 %o

27.7
18.5
22.8
6.2
8.3
1.6
4.0
0.7
(1.0 )
2.0
90.8
9.2

0.5
0.4 )
0.2
0.3
8.9
3.5
5.4 %o
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Our operating revenue increased $52.4 million, or 15.7%, to $387.2 million in the 2006 period from $334.8 million in the 2005 period. Freight
revenue increased $15.9 million, or 5.6%, to $300.8 million in the 2006 period from $284.9 million in the 2005 period. We were able to
increase our freight revenue by increasing our freight rates, the size of our fleet and our business with existing and new customers. This increase
was partially offset by the impact of lower equipment utilization. Our fuel surcharge revenue increased $21.4 million, or 56.2%, to $59.5
million in the 2006 period from $38.1 million in the 2005 period primarily due to significantly higher average fuel prices in the 2006 period
more fully discussed below under fuel and fuel taxes. The increase in non-freight revenue in the 2006 period resulted from increased logistics
services provided by MWL, as well as the formation of a logistics division with brokerage services initiated in April 2005 and intermodal
services initiated in October 2005. Our revenue, before fuel surcharges, increased $31.0 million, or 10.5%, in the 2006 period from the 2005
period Our average operating revenue per tractor per week increased 11.2% in the 2006 period from the 2005 period. Our average freight
revenue per tractor per week increased 1.5% in the 2006 period from the 2005 period, due to a 5.7% increase in average freight revenue per total
mile partially offset by a 3.9% decrease in average miles per tractor. Our weighted average number of tractors increased 4.0% in the 2006
period from the 2005 period. Our ability to recruit and retain a sufficient number of qualified drivers limited our fleet growth in the 2006 period.

The increase in salaries, wages and benefits resulted primarily from an increase in the size of our company-owned fleet and the miles driven by
company drivers, along with an increase in the amount paid to company drivers of 2 cents per mile effective April 1, 2005. Additionally, higher
estimated costs of our self-insured medical claims increased our employees health insurance expense by $466,000 in the 2006 period. These
increases were partially offset by a decrease of $175,000 in compensation expensed for our non-driver employees under our incentive
compensation program in the 2006 period.

Purchased transportation expense increased $915,000, or 1.5%, in the 2006 period from the 2005 period. This expense, excluding fuel
surcharges passed through to independent contractors and brokerage and intermodal payments, decreased $11.5 million, or 25.3%, in the 2006
period, primarily due to a decrease in the number of independent contractor-owned tractors in our fleet. Payments to carriers for transportation
services we arranged in our brokerage and intermodal operations were $20.1 million in the 2006 period and $8.1 million in the 2005 period. The
amount of fuel surcharges passed through to independent contractors increased $462,000 in the 2006 period.

Fuel and fuel taxes, which we refer to as fuel expense, net of fuel surcharge revenue of $59.5 million in the 2006 period and $38.1 million in the
2005 period, increased $5.0 million, or 13.1%, to $43.2 million in the 2006 period from $38.2 million in the 2005 period. The increase was
primarily due to an 8.6% increase in miles driven by our company-owned fleet, a higher average fuel price net of surcharges and lower fuel
efficiencies associated with newer tractors. Our fuel prices, which remain high based on historical standards, significantly increased to an
average of $2.65 per gallon in the 2006 period from an average of $2.19 per gallon in the 2005 period.

The increase in supplies and maintenance in the 2006 period primarily resulted from our larger fleet and the higher percentage of
company-owned tractors in our fleet, for which we bear all maintenance expenses. Our maintenance practices were consistent with the 2005

period.

The increase in depreciation was due to an increase in revenue equipment and in the relative percentage of company-owned tractors to
independent contractor-owned tractors in the 2006 period.

The increase in insurance and claims in the 2006 period was comprised of a $1.9 million increase in the cost of self-insured accident claims
partially offset by a $557,000 decrease in insurance premiums.

In the 2006 period, increases in the market value for used revenue equipment along with additional planned revenue equipment dispositions
caused our gain on disposition of revenue equipment to increase to $5.7 million from $3.3 million in the 2005 period.

As a result of the foregoing factors, our operating expenses as a percentage of operating revenue, or operating ratio, was 91.6% in the 2006
period compared with 90.8% in the 2005 period.
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The increase in interest expense was primarily the result of higher average debt balances outstanding in the 2006 period.

Our effective income tax rate was 35.7% in the 2006 period compared with 39.8% in the 2005 period, because we decreased our deferred
income tax liability by $875,000 during the second quarter of 2006. This decrease was primarily due to a change in our income apportionment
for several states, which produced a lower expected effective state income tax rate, net of federal impact. We expect our effective income tax
rate for the full year in 2006 to be consistent with the effective rate for the first nine months of 2006.

As a result of the factors described above, net income increased 7.7%, to $19.3 million in the 2006 period from $18.0 million in the 2005 period.
Net earnings per share increased to $0.88 per diluted share in the 2006 period from $0.82 per diluted share in the 2005 period.

Liquidity and Capital Resources

Our business requires substantial, ongoing capital investments, particularly for new tractors and trailers. Our primary sources of liquidity are
funds provided by operations, our unsecured senior notes and our revolving credit facility. A portion of our tractor fleet is provided by
independent contractors who own and operate their own equipment. We have no capital expenditure requirements relating to those drivers who
own their tractors or obtain financing through third parties. However, to the extent we purchase tractors and extend financing to the independent
contractors through our tractor purchase program, we have an associated capital expenditure requirement.

The table below reflects our net cash flows provided by operating activities, net cash flows used for investing activities and total long-term debt,
including current maturities, for the periods indicated.

Nine Months

Ended September 30,
(In thousands) 2006 2005
Net cash flows provided by operating activities $ 44817 $ 45539
Net cash flows used for investing activities 55,480 48,411
Long-term debt, including current maturities, at
September 30 59,782 36,323

In the first nine months of 2006, we spent approximately $56.1 million, net of proceeds from dispositions, to purchase new revenue equipment
and also recognized a gain of $5.7 million on the disposition of used equipment. We estimate that capital expenditures, net of proceeds from
dispositions, will be approximately $23 million for the remainder of 2006, primarily for new revenue equipment. This estimate may be impacted
by the timing of tractor and trailer deliveries between 2006 and 2007. Based on our current operating performance, the market for used tractors,
our liquidity and our expectations concerning tractors manufactured in 2007, we decided to accelerate our tractor fleet replacement during 2005
and 2006 to allow us greater flexibility in our decisions to purchase tractors in 2007, to add capacity to meet growing demand, and to add
tractors to our company fleet as more of our drivers become company drivers rather than independent contractors. This acceleration of our
tractor fleet replacement has not impacted the useful lives of our tractors or caused impairment to the carrying amount reflected in our
consolidated balance sheet. We expect to fund these capital expenditures with cash flows from operations and borrowings under our revolving
credit facility. The outstanding principal balance of our credit facility has increased as a result of the accelerated fleet replacement. We believe
our sources of liquidity are adequate to meet our current and anticipated needs for at least the next twelve months. Based upon anticipated cash
flows, current borrowing availability and sources of financing we expect to be available to us, we do not anticipate any significant liquidity
constraints in the foreseeable future. We expect capital expenditures in 2007 to decrease to a range of approximately $35 million to $45 million,
net of proceeds of dispositions. Assuming net capital expenditures in that range and
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operating margins similar to the margins this year, we expect to generate cash flow to retire a substantial amount of our debt in 2007 or provide
flexibility for other purposes.

We have outstanding Series A Senior Unsecured Notes with an aggregate principal balance of $10.7 million at September 30, 2006. These notes
mature in October 2008, require annual principal payments of $3.57 million and bear interest at a fixed rate of 6.78%. We also have outstanding
Series B Senior Unsecured Notes with an aggregate principal balance of $5.7 million at September 30, 2006. These notes mature in April 2010,

require annual principal payments of $1.43 million and bear interest at a fixed rate of 8.57%.

In August 2006, we entered into a credit agreement which provides for a five-year unsecured committed credit facility in an aggregate principal
amount of up to $75 million. The aggregate principal amount of the credit facility may be increased at our option up to a maximum aggregate

principal amount of $100 million. The credit agreement amends and restates in its entirety our prior credit agreement. At September 30, 2006,
the credit facility had an outstanding principal balance of $43.4 million, outstanding standby letters of credit of $4.5 million and remaining
borrowing availability of $27.1 million. This facility bears interest at a variable rate based on the London Interbank Offered Rate or the bank s
Prime Rate, in each case plus/minus applicable margins. The weighted average interest rate for the credit facility was 6.14% at September 30,
2006.

Our credit facility prohibits us from paying, in any fiscal year, dividends in excess of 25% of our net income from the prior fiscal year. The debt
agreements discussed above also contain restrictive covenants which, among other matters, require us to maintain certain financial ratios,
including debt-to-equity, cash flow leverage, interest coverage and fixed charge coverage. We were in compliance with all of these covenants at
September 30, 2006.

We had $6.8 million in direct financing receivables from independent contractors under our tractor purchase program as of September 30, 2006,
compared with $9.1 million in receivables as of December 31, 2005. These receivables, which are collateralized by the tractors financed, are
used to attract and retain qualified independent contractors. We deduct payments from the independent contractors settlements weekly and, as a
result, have experienced minimal collection issues for these receivables.

The following is a summary of our contractual obligations as of September 30, 2006.

Payments Due by Period

Remainder 2007 2009

of and and
(In thousands) 2006 2008 2010 Thereafter Total
Long-term debt obligations $ 3,571 $ 10,000 $ 22857 $ 43354 $ 59,782
Purchase obligations for revenue equipment 4,383 21,754 26,137
Operating lease obligations 59 384 214 70 727
Total $ 8,013 $ 32,138 $ 3,071 $ 43424 $ 86,646

Related Parties

MWL, our 45% owned affiliate, is a third-party provider of logistics services to the transportation industry. In the first nine months of 2006 and
the first nine months of 2005, we received $12.4 million and $16.0 million, respectively, of our revenue from transportation services arranged by
MWL. We have applied the provisions of FASB Interpretation No. 46, Consolidation of Variable Interest Entities, as revised, to our investment
in MWL effective March 31, 2004.

We purchase fuel and obtain tires and related services from Bauer Built, Incorporated, or BBI. Jerry M. Bauer, one of our directors, is the
president and a stockholder of BBI. We paid BBI $1.0 million in the first nine months of 2006 and $834,000 in the first nine months of 2005 for
fuel and tire services. In addition, we paid $1.8 million in the first nine months of 2006 and $1.2 million in the first nine months of 2005 to tire
manufacturers for tires that we purchased from the tire manufacturers but were provided by BBI. BBI received
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commissions from the tire manufacturers related to these purchases. Other than any benefit received from his ownership interest, Mr. Bauer
receives no compensation or other benefits from our business with BBI.

Off-Balance Sheet Arrangements

Other than standby letters of credit maintained in connection with our self-insurance programs in the amount of $4.5 million and
operating leases summarized above in our summary of contractual obligations, we did not have any other material off-balance sheet
arrangements at September 30, 2006.

Inflation and Fuel Costs

Most of our operating expenses are inflation-sensitive, with inflation generally producing increased costs of operations. During 2005 and the
first nine months of 2006, the most significant effects of inflation have been on revenue equipment prices, accident claims, health insurance and
employee compensation. We attempt to limit the effects of inflation through increases in freight rates and cost control efforts.

In addition to inflation, fluctuations in fuel prices can affect our profitability. We require substantial amounts of fuel to operate our tractors and
power the temperature-control units on our trailers. Substantially all of our contracts with customers contain fuel surcharge provisions. Although
we historically have been able to pass through most long-term increases in fuel prices and related taxes to customers in the form of surcharges
and higher rates, such increases usually are not fully recovered. Fuel prices were high throughout 2005 and the first nine months of 2006, which
has increased our cost of operating.

Seasonality

Our tractor productivity generally decreases during the winter season because inclement weather impedes operations and some shippers reduce
their shipments. At the same time, operating expenses generally increase, with fuel efficiency declining because of engine idling and harsh
weather creating higher accident frequency, increased claims and more equipment repairs.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions about future events, and apply judgments that affect the reported amounts of assets, liabilities,
revenue and expenses in our consolidated condensed financial statements and related notes. We base our estimates, assumptions and judgments
on historical experience, current trends and other factors believed to be relevant at the time our consolidated condensed financial statements are
prepared. However, because future events and their effects cannot be determined with certainty, actual results could differ from our estimates
and assumptions, and such differences could be material. We believe that the following critical accounting policies affect our more significant
estimates, assumptions and judgments used in the preparation of our consolidated condensed financial statements.

Revenue Recognition. We recognize revenue, including fuel surcharges, at the time shipment of freight is completed.

Accounts Receivable. We are dependent on a limited number of customers, and as a result, our trade accounts receivable
are highly concentrated. Trade accounts receivable are recorded at the invoiced amounts, net of an allowance for
doubtful accounts. A considerable amount of judgment is required in assessing the realization of these receivables
including the current creditworthiness of each customer and related aging of the past-due balances, including any
billing disputes. In order to assess the collectibility of these receivables, we perform ongoing credit evaluations of our
customers financial condition. Through these evaluations, we may become aware of a situation where a customer may
not be able to meet its financial obligations due to deterioration of its financial viability, credit ratings or bankruptcy.
The allowance for doubtful accounts is based on the best information available to us and is reevaluated and adjusted as
additional information is received. We evaluate the allowance based on historical write-off experience, the size of the
individual customer balances, past-due
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amounts and the overall national economy. We review the adequacy of our allowance for doubtful accounts quarterly.

Property and Equipment. The transportation industry requires significant capital investments. Our net property and
equipment was $299.9 million as of September 30, 2006 and $269.9 million as of December 31, 2005. Our
depreciation expense was $32.8 million for the first nine months of 2006 and $27.8 million for the first nine months of
2005. We compute depreciation of our property and equipment for financial reporting purposes based on the cost of
each asset, reduced by its estimated salvage value, using the straight-line method over its estimated useful life. We
determine and periodically evaluate our estimate of the projected salvage values and useful lives primarily by
considering the market for used equipment, prior useful lives and changes in technology. We have not changed our
policy regarding salvage values as a percentage of initial cost or useful lives of tractors and trailers within the last ten
years. We believe that our policies and past estimates have been reasonable. Actual results could differ from these
estimates. A 5% decrease in estimated salvage values would have decreased our net property and equipment as of
September 30, 2006 by approximately $5.3 million, or 1.8%.

In the first nine months of 2006, we replaced most of our company-owned tractors within 3.75 years and our trailers within 7 years after
purchase. Our useful lives for depreciating tractors is 5 years and trailers is 7 years, with a 25% salvage value for tractors and a 35% salvage
value for trailers. These salvage values are based upon the expected market values of the equipment after 5 years for tractors and 7 years for
trailers. Depreciation expense calculated in this manner approximates the continuing declining value of the revenue equipment, and, for tractors,
continues at a consistent straight-line rate for units held beyond the normal replacement cycle. Calculating tractor depreciation expense with a
5-year useful life and a 25% salvage value results in the same depreciation rate of 15% of cost per year and the same net book value of 43.75%
of cost at the 3.75-year replacement date as using a 3.75-year useful life and 43.75% salvage value. As a result, there is no difference in
recorded depreciation expense on a quarterly or annual basis with our 5-year useful life and 25% salvage value compared with a 3.75-year useful
life and 43.75% salvage value.

Impairment of Assets. Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to future net undiscounted cash flows expected to be
generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of
are reported at the lower of the carrying amount or fair value less the costs to sell.

Insurance and Claims. We self-insure, in part, for losses relating to workers compensation, auto liability, general liability,
cargo and property damage claims, along with employees health insurance with varying risk retention levels. We
maintain insurance coverage for per-incident and total losses in excess of these risk retention levels in amounts we
consider adequate based upon historical experience and our ongoing review. However, we could suffer a series of
losses within our self-insured retention limits or losses over our policy limits, which could negatively affect our
financial condition and operating results. We are responsible for the first $1.0 million on each auto liability claim and
up to $1.0 million in the aggregate for all auto liability claims between $1.0 million and $2.0 million. We are also
responsible for the first $750,000 on each workers compensation claim. We have $4.5 million in standby letters of
credit to guarantee settlement of claims under agreements with our insurance carriers and regulatory authorities. The
insurance and claims accruals in our consolidated balance sheets were $13.9 million as of September 30, 2006, and
$13.1 million as of December 31, 2005. We reserve currently for the estimated cost of the uninsured portion of
pending claims. We periodically evaluate and adjust these reserves based on our evaluation of the nature and severity
of outstanding individual claims and our estimate of future claims development based on historical claims
development factors. We believe that our claims development factors have historically been reasonable, as indicated
by the adequacy of our insurance and claims accruals compared to settled claims. Actual results could differ from
these current estimates. In addition, to the extent that claims are litigated and not settled, jury awards are difficult to
predict. If our claims settlement experience worsened causing our historical claims development factors to increase
by 5%, our estimated outstanding loss reserves as of September 30, 2006 would have needed to increase by
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approximately $2.0 million.
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Share-based Payment Arrangement Compensation. We have granted stock options to certain employees and non-employee
directors. We recognize compensation expense for all share-based payment arrangements granted after December 31,
2005 and prior to but not yet vested as of December 31, 2005, in accordance with SFAS 123R. Under the fair value
recognition provisions of SFAS 123R, we record share-based compensation expense net of an estimated forfeiture rate
and only record compensation expense for those shares expected to vest on a straight-line basis over the requisite
service period for service-based awards (normally the vesting period). Compensation expense will be recorded for
performance-based awards in the periods in which the performance condition is probable of achievement. Prior to
SFAS 123R adoption, we accounted for share-based payment arrangements under Accounting Principles Board
Opinion No. 25, Accounting for Stock Issued to Employees and accordingly, did not reflect compensation expense in
net income as all stock options granted had an exercise price equal to the market value of the underlying common
stock on the date of grant.

Determining the appropriate fair value model and calculating the fair value of share-based payment arrangements require the input of highly
subjective assumptions, including the expected life of the share-based payment arrangements and stock price volatility. We use the
Black-Scholes model to value our stock option awards. We believe that future volatility will not materially differ from our historical volatility.
Thus, we use the historical volatility of our common stock over the expected life of the award. The assumptions used in calculating the fair
value of share-based payment awards represent our best estimates, but these estimates involve inherent uncertainties and the application of
judgment. As a result, if factors change and we use different assumptions, share-based compensation expense could be materially different in
the future. In addition, we are required to estimate the expected forfeiture rate and only recognize expense for those shares expected to vest. If
the actual forfeiture rate is materially different from the estimate, share-based compensation expense could be significantly different from what
has been recorded in the current period.

Income Taxes. We account for income taxes in accordance with Statement of Financial Accounting Standards No. 109,

Accounting for Income Taxes. As part of the process of preparing our consolidated financial statements, we are
required to estimate our income taxes in each of the jurisdictions in which we operate. This process involves
estimating our current tax exposure together with assessing temporary differences resulting from differing treatment
of items for tax and financial reporting purposes. These temporary differences result in deferred tax assets and
liabilities, which are included in our accompanying consolidated balance sheets. Deferred tax assets and liabilities
are measured using enacted tax rates expected to apply to taxable income in the years in which the temporary
differences are expected to be recovered or settled. To the extent it is determined that it is not likely that our deferred
tax assets will be recovered from future taxable income, a valuation allowance must be established for the amount of
the deferred tax assets determined not to be realizable. A valuation allowance for deferred tax assets has not been
deemed necessary due to our profitable operations. However, if the facts or our 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 any valuation allowance required in any given period.

Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board, or FASB, issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes
an interpretation of FASB Statement No. 109.  The Interpretation clarifies the accounting for uncertainty in income taxes recognized in an
enterprise s financial statements in accordance with FASB Statement No. 109 Accounting for Income Taxes. The Interpretation prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return. The Interpretation also provides guidance on derecognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition. The Interpretation is effective for fiscal years beginning after December 15, 2006. The adoption of the
Interpretation is not expected to have a significant impact on our results of operations or financial position.
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In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements (SAB 108). SAB 108 addresses how the effects of prior
year misstatements should be considered when quantifying misstatements in current year financial statements. SAB 108 requires registrants to
apply the new guidance for the first time that it identifies material errors in existence at the beginning of the first fiscal year ending after
November 15, 2006 by correcting those errors through a one-time cumulative effect adjustment to beginning-of-year retained earnings. We are
currently evaluating SAB 108 and have not yet determined the impact, if any, on our results of operations or financial position.
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Item 3. Quantitative And Qualitative Disclosures About Market Risk.

We are exposed to a variety of market risks, most importantly the effects of the price and availability of diesel fuel and changes in interest rates.

Commodity Price Risk

Our operations are heavily dependent upon the use of diesel fuel. The price and availability of diesel fuel can vary and are subject to political,
economic and market factors that are beyond our control. Significant increases in diesel fuel costs could materially and adversely affect our
results of operations and financial condition. Historically, we have been able to recover a portion of diesel fuel price increases from customers in
the form of fuel surcharges.

We presently use fuel surcharges to address the risk of high fuel prices. Fuel surcharge programs are widely accepted among our customers,
though they can vary somewhat from customer-to-customer. 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.

Interest Rate Risk

Our market risk is also affected by changes in interest rates. We have historically maintained a combination of fixed rate and variable rate
obligations to manage our interest rate exposure. Fixed rate obligations expose us to the risk that interest rates might fall. Variable rate
obligations expose us to the risk that interest rates might rise.

Our fixed rate obligations consist of amounts outstanding under our unsecured senior notes. The $10.7 million outstanding at September 30,
2006, under our Series A Senior Notes, bears interest at a fixed annual rate of 6.78%. The $5.7 million outstanding at September 30, 2006, under
our Series B Senior Notes, bears interest at a fixed annual rate of 8.57%. Based on such outstanding amounts, a one percentage point decline in
market interest rates would have the effect of increasing the premium we pay over market interest rates by approximately $164,000 annually.

Our variable rate obligations consist of borrowings under our revolving credit facility. Our revolving credit facility carries a variable interest rate
based on the London Interbank Offered Rate or the bank s Prime Rate, in each case plus/minus applicable margins. The weighted average interest
rate for the facility was 6.14% at September 30, 2006. As of September 30, 2006, we had borrowed $43.4 million under the credit facility. Based
on such outstanding amount, a one percentage point increase in market interest rates would cost us $434,000 in additional gross interest cost on

an annual basis.

Item 4. Controls and Procedures.

As required by Rule 13a-15 under the Securities Exchange Act of 1934 ( Exchange Act ), we have carried out an evaluation of the effectiveness
of the design and operation of our disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(e)) as of the end of the period
covered by this report. This evaluation was carried out under the supervision and with the participation of our management, including our
President and Chief Executive Officer and our Chief Financial Officer. Based upon that evaluation, our President and Chief Executive Officer
and our Chief Financial Officer concluded that our disclosure controls and procedures were effective as of September 30, 2006. There were no
changes in our internal control over financial reporting that occurred during the period covered by this report that have materially affected, or
that are reasonably likely to materially affect, our internal control over financial reporting. We intend to periodically evaluate our disclosure
controls and procedures as required by the Exchange Act Rules.
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PART II. OTHER INFORMATION

Item 1A. Risk Factors.

We do not believe there are any material changes from the risk factors previously disclosed in Item 1A. to Part 1 of our Form 10-K for the year
ended December 31, 2005.

Item 6.

Item No.

10.27

31.1

31.2

32.1
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Exhibits.

Item

Credit Agreement, dated as of August 31, 2006, by and
among Marten Transport, Ltd., as borrower, the banks party
thereto as lenders, and U.S. Bank National Association, as
agent for the lenders

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 Randolph L. Marten, the Registrant s President
and Chief Executive Officer (Principal 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 James J. Hinnendael, the Registrant s Chief
Financial Officer (Principal Financial Officer)

Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Method of Filing

Incorporated by reference to Exhibit 10.1 of the
Company s Current Report on Form 8-K filed
September 6, 2006.

Filed with this Report.

Filed with this Report.

Filed with this Report.
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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.

MARTEN TRANSPORT, LTD.

Dated: November 9, 2006 By: /s/ Randolph L. Marten
Randolph L. Marten
President and Chief Executive Officer
(Principal Executive Officer)
Dated: November 9, 2006 By: /s/ James J. Hinnendael
James J. Hinnendael
Chief Financial Officer
(Principal Financial and Accounting Officer)
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For the Quarter Ended September 30, 2006

Item

Credit Agreement, dated as of August 31, 2006, by and among
Marten Transport, Ltd., as borrower, the banks party thereto as
lenders, and U.S. Bank National Association, as agent for the
lenders

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 Randolph L. Marten, the Registrant s President and
Chief Executive Officer (Principal 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 James J. Hinnendael, the Registrant s Chief Financial
Officer (Principal Financial Officer)

Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Method of Filing

Incorporated by reference to Exhibit 10.1 of the Company s

Current Report on Form 8-K filed September 6, 2006.

Filed with this Report.

Filed with this Report.

Filed with this Report.
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