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PART 1
Item 1. Business

This Annual Report contains certain statements that may be considered forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of
1934, as amended. All statements, other than statements of historical fact, are statements that could be deemed
forward-looking statements, including without limitation: any projections of earnings, revenues, or other financial
items; any statement of plans, strategies, and objectives of management for future operations; any statements
concerning proposed new services or developments; any statements regarding future economic conditions or
performance; and any statements of belief and any statement of assumptions underlying any of the foregoing. Such
statements may be identified by their use of terms or phrases such as "believe," "may," "could," "expects,"
"estimates,” "projects,” "anticipates,” "intends," and similar terms and phrases. Forward-looking statements are
inherently subject to risks and uncertainties, some of which cannot be predicted or quantified, which could cause
future events and actual results to differ materially from those set forth in, contemplated by, or underlying the
forward-looking statements. Readers should review and consider the factors discussed in "Item 1A. Risk Factors" of
this Annual Report on Form 10-K, along with various disclosures in our press releases, stockholder reports, and other
filings with the Securities and Exchange Commission.

non

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

References in this Annual Report to "we," "us," "our," "Knight," or the "Company" or similar terms refer to Knight
Transportation, Inc. and its consolidated subsidiaries.

General

Our headquarters are located in Phoenix, Arizona. The transportation services we provide are primarily asset-based
dry van truckload and temperature controlled truckload carrier services, along with non-asset-based brokerage
services. Through our asset-based and non-asset-based capabilities we are able to transport, or can arrange for the
transportation of, general commodities for customers throughout the United States. We generally focus our dry van
and temperature controlled operations on regional short-to-medium lengths of haul. As of December 31, 2007, we
operated 31 asset-based service centers (consisting of 27 dry van and four temperature controlled service centers) and
12 non-asset-based brokerage branches. Our brokerage branches enable us to expand our customer service offerings
by providing non-asset-based capability to manage our customers' freight when the shipments do not fit our
asset-based model. The main factors that affect our results are the number of tractors we operate, our revenue per
tractor (which includes primarily our revenue per total mile and our number of miles per tractor), and our ability to
control our costs.

We have determined that we have two operating segments. Our operating segments consist of (i) our truckload
transportation (asset-based) segment and (ii) our brokerage segment (non-asset-based). Our asset-based, truckload
transportation segment includes our dry van and temperature controlled operations with service centers located
throughout the United States. Each of the asset-based service centers have similar economic characteristics, as they
all provide truckload carrier services of general commodities to a similar class of customers. As a result, we have
determined that it is appropriate to aggregate these asset-based service centers into one reportable operating segment
consistent with the guidance in SFAS No. 131, "Disclosures about Segments of an Enterprise and Related
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Information." Accordingly, we have not presented separate financial information for each of these service centers.
Furthermore, we have not presented separate financial information for our brokerage segment, although it qualifies as
an operating segment under SFAS No. 131, because its results of operations are not material to our consolidated
financial statements as a whole. For the year ended December 31, 2007, our brokerage segment accounted for 4.0%
of our consolidated revenue, 1.0% of our consolidated net income, and less than 1.0% of our consolidated total assets.

Operations

Our operating strategy for our asset-based activities is to achieve a high level of asset utilization within a highly
disciplined operating system while maintaining strict controls over our cost structure. To achieve these goals, we
operate primarily in high-density, predictable freight lanes in select geographic regions, and attempt to develop and
expand our customer base around each of our regional service centers. This operating strategy allows us to take
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advantage of the large amount of freight transported in regional markets. Our decentralized service centers enable us
to better serve our customers and work more closely with our driving associates. We operate a modern fleet to appeal
to drivers and customers, decrease maintenance expenses and downtime, and enhance our operating efficiencies. We
employ technology in a cost-effective manner to assist us in controlling operating costs and enhancing revenue. Our
operating strategy for our non-asset-based activities is to match quality capacity with the shipping needs of our
customers. Our goal is to increase our market presence significantly, both in existing operating regions and in other
areas where we believe the freight environment meets our operating strategy, while seeking to achieve
industry-leading operating margins and returns on investment.

Our operating strategy includes the following important elements:

Regional Operations. At December 31, 2007, we operated 27 asset-based dry van service centers, four asset-based
temperature controlled service centers, and 12 non-asset-based brokerage branches. We concentrate our asset-based
freight operations within an approximate 1,000 mile radius of our service centers, with an average length of haul in
2007 of approximately 542 miles. We believe that regional operations offer several advantages, including:

obtaining greater freight volumes, because approximately 80% of all truckload freight
moves in short-to-medium lengths of haul;

achieving higher revenue per mile by focusing on high-density freight lanes to minimize
non-revenue miles and offer our customers a high level of service and consistent capacity;
enhancing safety and driver recruitment and retention by allowing our drivers to travel
familiar routes and return home more frequently; and

enhancing our ability to provide a high level of service to our customers.

Operating Efficiencies. Our company was founded on a philosophy of maintaining operating efficiencies and
controlling costs. We maintain a simplified operation that focuses on operating in particular geographical markets.
This approach allows us to concentrate our marketing efforts to achieve higher penetration of our targeted service
areas. We maintain a modern tractor and trailer fleet in order to obtain operating efficiencies and attract and retain
drivers. A generally compatible fleet of tractors and trailers simplifies our maintenance procedures and reduces parts
supplies. We also regulate vehicle speed in order to maximize fuel efficiency, reduce wear and tear, and enhance
safety.

Customer Service. We offer a high level of service to our customers, and we seek to establish ourselves as a preferred
provider for many of our customers. For our asset-based services we allocate revenue equipment regionally for
customers in high-density lanes where we can provide them with a consistent supply of capacity as well as match our
equipment to their needs. Our services include multiple stop pick-ups and deliveries, dedicated equipment and
personnel, on-time pickups and deliveries within narrow time frames, specialized driver training, and other services.
Brokerage services are tailored to meet our customers’ needs. We price our services commensurately with the level of
service our customers require and the conditions in market demand. By providing customers a high level of service,
we believe we avoid competing solely on the basis of price.

Using Technology that Enhances Our Business. We purchase and deploy technology when we believe that it will
allow us to operate more efficiently and the investment is cost-justified. We use a satellite-based tracking and
communication system to communicate with our drivers, to obtain load position updates, to manage our fleets, and to
provide our customers with freight visibility. We have installed Qualcomm’s satellite-based tracking technology in
substantially all of our tractors, which allows us to rapidly respond to customer needs and allows our drivers efficient
communications with our regional service centers. The majority of our trailers are equipped with GE VeriWise
(formerly known as Terion) trailer-tracking technology that allows us to more effectively manage our trailers. We
have automated many of our back-office functions, and we continue to invest in technology where it allows us to
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better serve our customers and improve efficiency.
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Growth Strategy
Our growth strategy is focused on the following four key areas:

Opening service centers in new geographic regions and expanding existing service centers. Over the past several
years, a substantial portion of our revenue growth has been generated by our expansion into new geographic regions
through the opening of additional service centers. We believe there are significant opportunities to further increase our
business in the short-to-medium haul market by opening additional regional service centers, both asset-based and
non-asset-based, while expanding our existing regional service centers.

Strengthening our customer relationships. We market our services to both existing and new customers in freight lanes
that complement our existing operations. We seek customers who will diversify our freight base. We market our dry
van truckload, temperature-controlled truckload, and brokerage services to existing customers who may have need for,
but do not currently use, multiple services from us.

Opportunities to make selected acquisitions. We are continuously evaluating acquisition opportunities. Since 1999, we
have acquired four short-to-medium haul truckload carriers or have acquired substantially all of the trucking assets of
such carriers, including: Phoenix, Arizona-based Roads West Transportation, Inc. acquired in 2006; Idaho Falls,
Idaho-based Edwards Bros., Inc., acquired in 2005; Gulfport, Mississippi-based John Fayard Fast Freight, Inc.,
acquired in 2000; and Corsicana, Texas-based Action Delivery Service, Inc., acquired in 1999. Although most of our
growth has been internal, we continue to evaluate acquisition opportunities.

Diversifying our service offerings. We provide truckload transportation services, both dry van and temperature
controlled, with our fleet of tractors and trailers. In 2005, we expanded our service offering to include brokerage
services. In 2007, our brokerage services more than doubled in size from 2006, to approximately $29.0 million in
revenue, with very little capital investment. We will continue to leverage our nationwide footprint and expertise of
providing synergies and adding value to our customers through our service offerings.

Marketing and Customers

Our sales and marketing functions are led by members of our senior management team, who are assisted by other
sales professionals. Our sales team emphasizes our high level of service and ability to accommodate a variety of
customer needs. Our marketing efforts are designed to match the shipping needs of our current and potential
customers with our capacity in markets throughout the country.

We try to maintain a diversified customer base. For the year ended December 31, 2007, our top 25 customers
represented approximately 36% of revenue; our top 10 customers represented approximately 22% of revenue; and our
top 5 customers represented approximately 14% of revenue. No single customer represented more than 5% of revenue
in 2007. Most of our truckload carriage contracts are cancelable on 30 days notice.

We seek to offer the service, value, and flexibility of a local provider, while possessing the capacity, strength, and
dependability of a large company. The short-to-medium haul segment of the truckload carrier market demands timely
pickup and delivery and, in some cases, response on short notice. We try to obtain a competitive advantage by
providing high quality services and consistent capacity to customers.

To be responsive to customers’ and drivers’ needs, we often assign particular drivers and equipment to prescribed
routes, providing better service to customers, while obtaining higher equipment utilization. Our dedicated fleet
services also may provide a significant part of a customer’s transportation requirements. Under a dedicated carriage
service agreement, we can provide drivers, equipment and maintenance, and, in some instances, transportation
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management services that supplement the customer’s in-house transportation department.

Each of our regional service centers is linked to our corporate computer system in our Phoenix headquarters. The
capabilities of this system enhance our operating efficiency by providing cost effective access to detailed information
concerning equipment, shipment status, and specific customer requirements. The system also enables us to respond
promptly and accurately to customer requests and assists us in matching available equipment with customer loads. We
also provide electronic data interchange ("EDI") services to shippers desiring such service.

3
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Drivers, Other Employees, and Independent Contractors

As of December 31, 2007, we employed 4,404 persons, of which 3,758 were drivers. None of our employees are
subject to a union contract. It is our policy to comply with applicable equal employment opportunity laws and we
periodically review our policies and practices for equal employment opportunity compliance.

The recruitment, training, and retention of safe and qualified drivers are essential to support our continued growth and
to meet the service requirements of our customers. We hire drivers who meet our objective guidelines relating
primarily to their safety history, road test evaluations, and other personal evaluations, including physical examinations
and mandatory drug and alcohol testing. In order to attract and retain safe drivers who are committed to the highest
level of customer service, we build our operations for drivers around a team environment. We provide attractive and
comfortable equipment, direct communication with senior management, competitive wages and benefits, and other
incentives designed to encourage driver safety, retention, and long-term employment. Drivers are recognized for
providing superior service and developing good safety records.

Our drivers generally are compensated on the basis of miles driven and length of haul. Drivers also are compensated
for additional flexible services provided to our customers. Drivers and other employees are invited to participate in
our 401(k) program and in our company-sponsored health, life, and dental plans. Our drivers and other employees
who meet eligibility criteria also participate in our stock option plan. We have a broad-based stock option program
with more than 1,100 participants at December 31, 2007.

We also maintain an independent contractor program. Because independent contractors provide their own tractors, the
independent contractor program provides us an alternate method of obtaining additional revenue equipment. We
intend to continue our use of independent contractors. As of December 31, 2007, we had agreements covering 231
tractors operated by independent contractors. Each independent contractor enters into a contract with us pursuant to
which the independent contractor is required to furnish a tractor and a driver to load, transport, and unload goods we
haul. We pay our independent contractors a fixed level of compensation based on the total of trip-loaded and empty
miles. Independent contractors are obligated to maintain their own tractors and pay for their own fuel. We provide
trailers for each independent contractor. We also provide maintenance services, for a charge, for our independent
contractors who desire such services. In certain instances, we provide financing to independent contractors to assist
them in acquiring revenue equipment. Our loans to independent contractors are secured by a lien on the independent
contractor’s revenue equipment. As of December 31, 2007, we had outstanding loans of $907,022 (net of allowance for
doubtful accounts of $78,872) to independent contractors.

Revenue Equipment

As of December 31, 2007, we operated 3,527 company-owned tractors with an average age of 1.6 years. We also had
under contract 231 tractors owned and operated by independent contractors. Our trailer fleet consisted of 8,809,
53-foot long, high cube trailers, including 551 temperature controlled trailers, with an average age of 4.3 years.

Growth of our tractor and trailer fleet is determined by market conditions and our experience and expectations
regarding equipment utilization. In acquiring revenue equipment, we consider a number of factors, including
economy, price, rate, environment, technology, warranty terms, manufacturer support, driver comfort, and resale
value.

We have adopted an equipment configuration that meets a wide variety of customer needs and facilitates customer
shipping flexibility. We adhere to a comprehensive maintenance program that minimizes downtime and enhances the
resale value of our equipment. We perform routine servicing and maintenance of our equipment at several of our
service centers. Our current policy is to replace most of our tractors within 36 to 42 months after purchase and to
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replace our trailers over a six to ten year period. Changes in the current market for used tractors, regulatory changes,
and difficult market conditions faced by tractor manufacturers, may result in price increases that may effect the period
of time we operate our equipment.

In 2002, the Environmental Protection Agency ("EPA") implemented regulations limiting exhaust
emissions. Regulations further limiting exhaust emissions became effective January 1, 2007, and become
progressively more restrictive in 2010. In part to offset the costs of compliance with these requirements, some
manufacturers have significantly increased new equipment prices, and further increases may result in connection with
the implementation of the 2010 requirements. If new equipment prices increase more than anticipated, we may be
required to increase our financing costs and/or retain some of our equipment longer, with a resulting increase in
maintenance expenses. To the extent we are unable to offset any such increases in expenses with rate increases or cost
savings, our results of operations would be adversely affected. In addition to increases in equipment costs, new
engines generally produce lower fuel mileage compared with older models and compliance with the new standards

4
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could result in further declines in fuel economy. If we are unable to offset resulting increases in fuel expenses with
higher rates or surcharge revenue, our results of operations would be adversely affected.

Safety and Risk Management

We are committed to ensuring the safety of our operations. We regularly communicate with drivers to promote safety
and instill safe work habits through media and safety review sessions. We also regularly conduct safety training
meetings for our drivers, independent contractors, and non-driving personnel. We dedicate personnel and resources to
ensure safe operation and regulatory compliance. We employ safety personnel at every operating location who are
responsible for administering our safety programs. We employ technology to assist us in managing risks associated
with our business. In addition, we have an innovative recognition program for driver safety performance and
emphasize safety through our equipment specifications and maintenance programs. Our Vice President of Safety is
involved in the review of all accidents.

We require prospective drivers to meet higher qualification standards than those required by the United States
Department of Transportation ("DOT"). The DOT requires drivers to obtain commercial drivers’ licenses and also
requires that we maintain a drug and alcohol testing program in accordance with DOT regulations. Our program
includes pre-employment, random, and post-accident drug testing. We are authorized by the DOT to haul hazardous
materials. We require any driver who transports hazardous materials to have the proper endorsement and to be
regularly trained as prescribed by DOT regulations. We also monitor our driver’s compliance with the Department of
Homeland Security’s new "Security Threat Assessment" regulation, which took effect in 2005, when applying for or
renewing a hazardous material endorsement.

Our Chief Executive Officer, Chief Financial Officer, and Vice President of Safety and Risk Management are
responsible for securing appropriate insurance coverage at competitive rates. The primary claims arising in our
business consist of auto liability, including personal injury, property damage, physical damage, and cargo loss. We are
insured against auto liability claims under a self-insured retention ("SIR") policy with a retention of $1.5 million per
occurrence. For the policy year beginning February 1, 2007, we assumed responsibility for an additional $1.5 million
in "aggregate" losses for claims that exceed the $1.5 million SIR in return for a lower premium rate. For the policy
year commencing February 1, 2008, the SIR decreased from $1.5 million to $1.0 million and our additional assumed
responsibility of $1.5 million in aggregate losses for claims that exceed the former $1.5 million SIR was
correspondingly reduced to $1.0 million in aggregate losses for claims that exceed the $1.0 million SIR. Our auto
insurance policies for 2007 provided for excess liability coverage up to a total of $55.0 million per occurrence.

We are self-insured for workers’ compensation claims up to a maximum limit of $500,000 per occurrence. We also
maintain primary and excess coverage for employee medical expenses and hospitalization, with self retention level of
$225,000 per claimant.

Competition

The trucking industry is highly competitive and fragmented. We compete primarily with other regional
short-to-medium haul truckload carriers, logistics providers, and national carriers. Railroads and air freight also
provide competition, but to a lesser degree. We also compete with other motor carriers for the services of drivers,
independent contractors, and management employees. A number of our competitors have greater financial resources,
own more equipment, and carry a larger volume of freight than we do. We believe that the principal competitive
factors in our business are service, pricing (rates), and the availability and configuration of equipment that meets a
variety of customers’ needs.
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Our industry is currently challenged with lower demand and higher equipment availability as a result of many of our
competitors pre-buying tractors before the more restrictive engine regulations took effect in 2007. We believe
declining orders for new tractors and trailers, the exit of underperforming carriers from the market, and fleet
downsizing by the larger truckload carriers will result in a more favorable balance of supply and demand in the future.
While the timing and magnitude of improvements in the freight environment are difficult to predict, we believe that
continuing to develop our service center network will position us favorably when the truckload freight market
strengthens again.

Regulation
Our operations are regulated and licensed by various government agencies. Our company drivers and independent
contractors also must comply with the safety and fitness regulations of the United States Department of Transportation

("DOT"), including those relating to drug and alcohol testing and hours-of-service. Such matters as
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weight and equipment dimensions are also subject to government regulations. We also may become subject to new or
more restrictive regulations relating to emissions, drivers' hours-of-service, ergonomics, or other matters affecting
safety or operating methods. Other agencies, such as the EPA and the Department of Homeland Security ("DHS"),
also regulate our equipment, operations, and drivers.

The DOT, through the Federal Motor Carrier Safety Administration ("FMCSA"), imposes safety and fitness
regulations on us and our drivers. New rules that limit driver hours-of-service were adopted effective January 4, 2004,
and then modified effective October 1, 2005 (the "2005 Rules"). On July 24, 2007, a federal appeals court vacated
portions of the 2005 Rules, including the expansion of the driving day from 10 hours to 11 hours, and the "34-hour
restart,” which allows drivers to restart calculations of the weekly on-duty time limits after the driver has at least 34
consecutive hours off duty. On September 28, 2007, the court directed that issuance of its ruling be withheld until
December 27, 2007. On December 17, 2007, FMCSA submitted an interim final rule, which became effective
December 27, 2007 (the "Interim Rule"). The Interim Rule retains the 11 hour driving day and the 34-hour
restart. The Interim Rule remains in effect; though, advocacy groups may continue to challenge the Interim Rule. A
court’s decision to strike down the Interim Rule could have varying effects, as reducing driving time to 10 hours daily
may reduce productivity, while eliminating the 34-hour restart could also reduce productivity. We are also unable to
predict the effect of any new rules that might be proposed, but any such proposed rules could increase costs in our
industry or decrease productivity.

The Transportation Security Administration ("TSA") has adopted regulations that require determination by the TSA
that each driver who applies for or renews his or her license for carrying hazardous materials is not a security threat.
This could reduce the pool of qualified drivers, which could require us to increase driver compensation, limit our fleet
growth, or let trucks sit idle. These regulations also could complicate the matching of available equipment with
hazardous material shipments, thereby increasing our response time on customer orders and our non-revenue miles.
As aresult, it is possible we may fail to meet the needs of our customers or may incur increased expenses to do so.

Some states and municipalities have begun to restrict the locations and amount of time where diesel-powered tractors,
such as ours, may idle, in order to reduce exhaust emissions. These restrictions could force us to alter our operations.

We are subject to various environmental laws and regulations dealing with the hauling and handling of hazardous
materials, fuel storage tanks, emissions from our vehicles and facilities, engine idling, discharge and retention of
storm water, and other environmental matters that import inherent environmental risks. We maintain bulk fuel storage
and fuel islands at several of our service centers. Our operations involve the risks of fuel spillage or seepage,
environmental damage, and hazardous waste disposal, among others. We have instituted programs to monitor and
control environmental risks and assure compliance with applicable environmental laws. As part of our safety and risk
management program, we periodically perform internal environmental reviews so we can achieve environmental
compliance and avoid environmental risk. Our service centers and processes are designed to contain and properly
dispose of hazardous substances and petroleum products which could be used or generated in connection with our
business. We transport a small amount of environmentally hazardous materials and, to date, have experienced no
significant claims for hazardous materials shipments. If we are found to be in violation of applicable laws or
regulations, we could be subject to liabilities, including substantial fines or penalties or civil and criminal liability, any
of which could have a materially adverse effect on our business and operating results.

Regulations further limiting exhaust emissions became effective both in 2002 and in 2007 and become progressively
more restrictive in 2010. Newer engines generally cost more, reduce fuel mileage, and require additional maintenance
compared with older models. We expect additional cost increases in newer engines. These adverse effects, combined
with the uncertainty as to the reliability of the newly designed diesel engines and the residual values of these vehicles,
could materially increase our costs or otherwise adversely affect our business or operations.
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Seasonality

Results of operations in the transportation industry frequently show a seasonal pattern. Continued expansion of our
operations throughout the United States could expose us to greater operating variances due to periodic seasonal
weather in various regions, which variance could have a materially adverse effect on our operations.
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Acquisitions, Investments, and Dispositions

We periodically examine investment opportunities in areas related to the transportation industry. Our investment
strategy is to invest in industry related businesses that will strengthen our overall position in the transportation
industry, minimize our exposure to start-up risk, and provide us with an opportunity to realize a substantial return on
our investment.

On October 23, 2006, we purchased most of the trucking assets of Roads West Transportation, Inc. ("Roads West"),
an Arizona-based temperature controlled carrier. Under the asset purchase agreement, we purchased 133 tractors, 280
trailers, and certain miscellaneous other assets. We did not purchase cash or accounts receivable and did not assume
any debts or liabilities of Roads West. The purchase price for the assets, including the full amount of the earn-out, was
approximately $15.8 million. During 2007, we paid $135,000 for an earn-out, which represents the final earn-out
under the purchase agreement. The total purchase price has been allocated to tangible and intangible assets acquired
based on their fair market values as of the acquisition date. The acquisition has been accounted for in our results of
operations since the acquisition date. The pro forma effect of the acquisition on our results of operations is
immaterial.

On August 12, 2005, we acquired 100% of the stock of Edwards Bros., Inc., an Idaho based temperature controlled
truckload carrier. In addition to the purchase price, the purchase agreement set forth certain conditions upon which we
would be required to pay certain earn-out adjustments. During 2006, we paid $320,000 as an earn-out, which
represented the final earn-out under the purchase agreement.

In 2003, we signed a partnership agreement with Transportation Resource Partners ("TRP"), a company that makes
privately negotiated equity investments. Per the original partnership agreement, we committed to pledge $5.0 million
out of approximately $260.0 million, for a 1.9% ownership interest. In early 2006, we increased the commitment
amount to $5.5 million. We contributed $488,000 in working capital to TRP in 2007. We also received $449,000 of
proceeds from TRP as a result of a recapitalization in one of the equity investments. This proceed is treated as a
return of investments. Our investment in TRP is accounted for using the cost method. At December 31, 2007, our
ownership interest was approximately 2.1% and we had an outstanding commitment to TRP of approximately $1.0
million.

Other Information

We were incorporated in 1989 and our headquarters are located at 5601 West Buckeye Road, Phoenix, Arizona 85043.
This Annual Report on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K, and all other
reports filed with the Securities and Exchange Commission ("SEC") pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended (the "Exchange Act") can be obtained free of charge by visiting our
website at www .knighttrans.com. Information contained on our website is not incorporated into this Annual Report on
Form 10-K, and you should not consider information contained on our website to be part of this report.

Additionally, you may read all of the materials that we file with the SEC by visiting the SEC's Public Reference Room
at 100 F Street, N.E., Washington, D.C. 20549. If you would like information about the operation of the Public
Reference Room, you may call the SEC at 1-800-SEC-0330. You may also visit the SEC's website at www.sec.gov.
This site contains reports, proxy and information statements, and other information regarding our company and other
companies that file electronically with the SEC.

Item 1A. Risk Factors
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Our future results may be affected by a number of factors over which we have little or no control. The following
issues, uncertainties, and risks, among others, should be considered in evaluating our business and growth outlook.

Our business is subject to general economic and business factors that are largely out of our control.

Our business is dependent on a number of factors that may have a materially adverse effect on our results of
operations, many of which are beyond our control. The most significant of these factors are recessionary economic

cycles, changes in customers’ inventory levels, excess tractor or trailer capacity in comparison with shipping demand,
and downturns in customers’ business cycles. Economic conditions, particularly in market segments and industries
where we have a significant concentration of customers and in regions of the country where we have a significant

amount of business, that decrease shipping demand or increase the supply of tractors and trailers can exert downward

pressure on rates or equipment utilization, thereby decreasing asset productivity. Adverse economic conditions also

may harm our customers and their ability to pay for our services. Customers encountering adverse

7
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economic conditions represent a greater potential for loss, and we may be required to increase our allowance for
doubtful accounts.

We are also subject to increases in costs that are outside of our control that could materially reduce our profitability if
we are unable to increase our rates sufficiently. Such cost increases include, but are not limited to, declines in the
resale value of used equipment, increases in interest rates, fuel prices, taxes, tolls, license and registration fees,
insurance, revenue equipment, and healthcare for our employees. We could be affected by strikes or other work
stoppages at our service centers or at customer, port, border, or other shipping locations.

In addition, we cannot predict the effects on the economy or consumer confidence of actual or threatened armed
conflicts or terrorist attacks, efforts to combat terrorism, military action against a foreign state or group located in a
foreign state, or heightened security requirements. Enhanced security measures could impair our operating efficiency
and productivity and result in higher operating costs.

Our growth may not continue at historical rates.

We have experienced significant and rapid growth in revenue and profits since the inception of our business in
1990. There can be no assurance that our business will continue to grow in a similar fashion in the future or that we
can effectively adapt our management, administrative, and operational systems to respond to any future
growth. Further, there can be no assurance that our operating margins will not be adversely affected by future changes
in and expansion of our business or by changes in economic conditions.

If the growth in our regional operations slows or stagnates, if we are unable to commit sufficient resources to our
regional operations, or if we were to expand into a market with insufficient economic activity or human resources, our
results of operations could be adversely affected.

In addition to our regional service centers in Phoenix, Arizona, we have established regional service centers
throughout the United States in order to serve markets in these regions. These regional operations require the
commitment of additional personnel and/or revenue equipment, as well as management resources, for future
development. Should the growth in our regional operations slow or stagnate, the results of our operations could be
adversely affected. As we continue to expand, it may become more difficult to identify large cities that can support a
service center and we may expand into smaller cities where there is less economic activity and room for growth and
fewer driver and non-driver personnel to support the service center. We may encounter operating conditions in these
new markets that differ substantially from those previously experienced. We may not be able to duplicate our regional
operating strategy successfully throughout the United States, or perhaps outside the United States, and it might take
longer than expected or require a more substantial financial commitment than anticipated. In addition, the recent
commencement of operations of our temperature controlled and brokerage services are subject to the risks inherent in
entering new lines of business, including, but not limited to: unfamiliarity with pricing, service, operational, and
liability issues; the risk that customer relationships may be difficult to obtain or that we may have to reduce rates to
gain customer relationships; the risk that the specialized temperature controlled equipment may not be adequately
utilized; and the risk that cargo claims may exceed our past experience.

Ongoing insurance and claims expenses could significantly reduce our earnings.

Our future insurance and claims expense might exceed historical levels, which could reduce our earnings. We
self-insure for a portion of our claims exposure resulting from workers’ compensation, auto liability, general liability,
cargo and property damage claims, as well as employees’ health insurance. We also are responsible for our legal
expenses relating to such claims. We reserve for anticipated losses and expenses. We periodically evaluate and adjust
our claims reserves to reflect our experience. However, ultimate results may differ from our estimates, which could
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result in losses over our reserved amounts.

We maintain insurance above the amounts for which we self-insure with licensed insurance carriers. Although we
believe the aggregate insurance limits should be sufficient to cover reasonably expected claims, it is possible that one
or more claims could exceed our aggregate coverage limits. Insurance carriers have raised premiums for many
businesses, including trucking companies. As a result, our insurance and claims expense could increase, or we could
raise our self-insured retention when our policies are renewed. If these expenses increase, if we experience a claim in
excess of our coverage limits, or if we experience a claim for which coverage is not provided, our results of operations
and financial condition could be materially and adversely affected.

8
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Increased prices and reduced efficiency relating to new revenue equipment may adversely affect our earnings and cash
flows.

We have experienced higher prices for new tractors over the past few years, partially as a result of government
regulations applicable to newly manufactured tractors and diesel engines and partially due to higher commodity prices
and better pricing power among equipment manufacturers. In addition, the engines used in our newer tractors are
subject to emissions control regulations issued by the Environmental Protection Agency ("EPA"). The regulations
require progressive reductions in exhaust emissions from diesel engines for 2007 through 2010. Compliance with
such regulations has increased the cost of our new tractors and could impair equipment productivity, lower fuel
mileage, and increase our operating expenses. These adverse effects, combined with the uncertainty as to the
reliability of the vehicles equipped with the newly designed diesel engines and the residual values realized from the
disposition of these vehicles, could increase our costs or otherwise adversely affect our business or operations as the
regulations become effective. Some manufacturers have significantly increased new equipment prices, in part to meet
new engine design requirements.

We have trade-in and/or repurchase commitments that specify, among other things, what our primary equipment
vendors will pay us for disposal of a substantial portion of our revenue equipment. The prices we expect to receive
under these arrangements may be higher than the prices we would receive in the open market. We may suffer a
financial loss upon disposition of our equipment if these vendors refuse or are unable to meet their financial
obligations under these agreements, if we fail to enter into definitive agreements that reflect the terms we expect, if we
fail to enter into similar arrangements in the future, or if we do not purchase the required number of replacement units
from the vendors.

If fuel prices increase significantly, our results of operations could be adversely affected.

We are subject to risk with respect to purchases of fuel. Prices and availability of petroleum products are subject to
political, economic, and market factors that are generally outside our control. Political events in the Middle East,
Venezuela, and elsewhere, as well as hurricanes and other weather-related events, also may cause the price of fuel to
increase. 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 if we are unable to pass increased
costs on to customers through rate increases or fuel surcharges. Historically, we have sought to recover a portion of
short-term increases in fuel prices from customers through fuel surcharges. Fuel surcharges that can be collected do
not always fully offset the increase in the cost of diesel fuel. To the extent we are not successful in these negotiations,
our results of operations may be adversely affected.

Difficulty in driver and independent contractor recruitment and retention may have a materially adverse effect on our
business.

Difficulty in attracting or retaining qualified drivers, including independent contractors, could have a materially
adverse effect on our growth and profitability. Our independent contractors are responsible for paying for their own
equipment, fuel, and other operating costs, and significant increases in these costs could cause them to seek higher
compensation from us or seek other opportunities within or outside the trucking industry. In addition, competition for
drivers, which is always intense, continues to increase. If a shortage of drivers should continue, or if we were unable
to continue to attract and contract with independent contractors, we could be forced to limit our growth, experience an
increase in the number of our tractors without drivers, which would lower our profitability, or be required to further
adjust our driver compensation package, which could adversely affect our profitability if not offset by a corresponding
increase in rates.
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We operate in a highly regulated industry and changes in regulations could have a materially adverse effect on our
business.

Our operations are regulated and licensed by various government agencies, including the Department of
Transportation ("DOT"). The DOT, through the Federal Motor Carrier Safety Administration ("FMCSA"), imposes
safety and fitness regulations on us and our drivers. New rules that limit driver hours-of-service were adopted
effective January 4, 2004, and then modified effective October 1, 2005 (the "2005 Rules"). On July 24, 2007, a
federal appeals court vacated portions of the 2005 Rules. Two of the key portions that were vacated include the
expansion of the driving day from 10 hours to 11 hours, and the "34-hour restart," which allows drivers to restart
calculations of the weekly on-duty time limits after the driver has at least 34 consecutive hours off duty. The court
indicated that, in addition to other reasons, it vacated these two portions of the 2005 Rules because FMCSA failed to
provide adequate data supporting its decision to increase the driving day and provide for the 34-hour
restart. Following a request by FMCSA for a 12-month extension of the vacated rules, the court, in an order filed on
September 28, 2007, granted a 90-day stay of the mandate and directed that issuance of its ruling be withheld until

9
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December 27, 2007, to allow FMSCA time to prepare its response. On December 17, 2007, FMCSA submitted an

interim final rule, which became effective December 27, 2007 (the "Interim Rule"). The Interim Rule retains the 11

hour driving day and the 34-hour restart, but provides greater statistical support and analysis regarding the increased

driving time and the 34-hour restart. On January 23, 2008, a federal court denied an advocacy group’s request that it
prevent FMCSA from implementing the Interim Rule. Accordingly, the Interim Rule remains in effect; though,

challenges to the Interim Rule are still possible. FMCSA expects to publish a final rule later in 2008. As advocacy

groups may continue to challenge the Interim Rule, a court’s decision to strike down the Interim Rule could have
varying effects, as reducing driving time to 10 hours daily may reduce productivity in some lanes, while eliminating

the 34-hour restart could either enhance or reduce productivity in certain instances. As a result, such a ruling could

decrease productivity and result in some loss of efficiency, as drivers and shippers may need to be retrained, computer

programming may require modifications, additional drivers may need to be employed or engaged, additional

equipment may need to be acquired, and some shipping lanes may need to be reconfigured. We are also unable to

predict the effect of any new rules that might be proposed, but any such proposed rules could increase costs in our

industry or decrease productivity.

We operate in a highly regulated industry, and increased costs of compliance with, or liability for violation of, existing
or future regulations could have a materially adverse effect on our business.

In general, the increasing burden of regulation raises our costs and lowers our efficiency. Future laws and regulations
may be more stringent and require changes in our operating practices, influence the demand for transportation
services, or require us to incur significant additional costs. Higher costs incurred by us or by our suppliers who pass
the costs onto us through higher prices could adversely affect our results of operations.

Federal, state, and municipal authorities have implemented and continue to implement various security measures,
including checkpoints and travel restrictions on large trucks. These regulations also could complicate the matching of
available equipment with hazardous material shipments, thereby increasing our response time on customer orders and
our non-revenue miles. As a result, it is possible we may fail to meet the needs of our customers or may incur
increased expenses to do so. These security measures could negatively impact our operating results.

Our operations are subject to various environmental laws and regulations, the violation of which could result in
substantial fines or penalties.

In addition to direct regulation by the DOT and other agencies, we are subject to various environmental laws and
regulations dealing with the handling of hazardous materials, underground fuel storage tanks, and discharge and
retention of storm-water. We operate in industrial areas where truck terminals and other industrial facilities are
located and where groundwater or other forms of environmental contamination have occurred. Our operations involve
the risks of fuel spillage or seepage, environmental damage, and hazardous waste disposal, among others. Two of our
service centers are located adjacent to environmental "superfund” sites. Although we have not been named as a
potentially responsible party in either case, we are potentially exposed to claims that we may have contributed to
environmental contamination in the areas in which we operate. We also maintain bulk fuel storage and fuel islands at
several of our service centers.

Our Phoenix service center is located on land identified as potentially having groundwater contamination resulting
from the release of hazardous substances by persons who have operated in the general vicinity. The area has been
classified as a state superfund site. We have been located at our Phoenix facility since 1990 and, during such time,
have not been identified as a potentially responsible party with regard to the groundwater contamination, and we do
not believe that our operations have been a source of groundwater contamination.
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Our Indianapolis service center is located approximately one-tenth of a mile east of Reilly Tar and Chemical
Corporation, a federal superfund site listed on the National Priorities List for clean-up. The Reilly site has known soil
and groundwater contamination. There also are other sites in the general vicinity of our Indianapolis property that
have known contamination. Environmental reports obtained by us have disclosed no evidence that activities on our
Indianapolis property have caused or contributed to the area’s contamination but it is possible that we could be
responsible for clean up costs regardless.

If we are involved in a spill or other accident involving hazardous substances, or if we are found to be in violation of
applicable laws or regulations, it could have a materially adverse effect on our business and operating results. If we
should fail to comply with applicable environmental regulations, we could be subject to substantial fines or penalties
and to civil and criminal liability.

10
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We may not make acquisitions in the future, or if we do, we may not be successful in integrating the acquired
company, either of which could have a materially adverse effect on our business.

Historically, acquisitions have been a part of our growth. There is no assurance that we will be successful in
identifying, negotiating, or consummating any future acquisitions. If we fail to make any future acquisitions, our
growth rate could be materially and adversely affected. Any acquisitions we undertake could involve the dilutive
issuance of equity securities and/or incurring indebtedness. In addition, acquisitions involve numerous risks, including
difficulties in assimilating the acquired company's operations, the diversion of our management's attention from other
business concerns, risks of entering into markets in which we have had no or only limited direct experience, and the
potential loss of customers, key employees, and drivers of the acquired company, all of which could have a materially
adverse effect on our business and operating results. If we make acquisitions in the future, we cannot guarantee that
we will be able to successfully integrate the acquired companies or assets into our business.

As we continue to expand into new regions, we may experience greater operating variances due to the seasonal pattern
of the transportation industry, which may have a materially adverse effect on our operations.

Results of operations in the transportation industry frequently show a seasonal pattern, with lower revenue and higher
operating expenses being common in the winter months. As we continue to expand our operations throughout the
United States, we could experience greater operating variances due to periodic seasonal weather in other regions than
we have previously experienced, which variance could have a materially adverse effect on our operations.

If we are unable to retain our key employees or find, develop, and retain service center managers, our business,
financial condition, and results of operations could be adversely affected.

We are highly dependent upon the services of certain key employees, including, but not limited to: Kevin P. Knight,
our Chairman of the Board and Chief Executive Officer; Gary J. Knight, our Vice Chairman of the Board; Keith T.
Knight, our Chief Operating Officer; Casey Comen, our Executive Vice President of Sales; Michael K. Liu, our
President of Knight Transportation Dry Van; Erick Kutter, our President of Knight Refrigerated, LLC; Greg Ritter,
our President of Knight Brokerage, LL.C; and David Jackson, our Chief Financial Officer and Secretary. We currently
do not have employment agreements with any of these key employees, and the loss of any of their services could
negatively impact our operations and future profitability. Additionally, we must, because of our regional operating
strategy, continue to find, develop, and retain service center managers if we are to realize our goal of expanding our
operations and continuing our growth. Failing to find, develop, and retain a core group of service center managers
could have a materially adverse effect on our business.

We are highly dependent on a few major customers, the loss of one or more of which could have a materially adverse
effect on our business.

A significant portion of our revenue is generated from a limited number of major customers, the loss of one or more of
which could have a materially adverse effect on our business. For the year ended December 31, 2007, our top 25
customers, based on revenue, accounted for approximately 36% of our revenue; our top 10 customers, approximately
22% of our revenue; and our top 5 customers, approximately 14% of our revenue. Generally, we do not have long
term contractual relationships with our customers, and we cannot assure you that our customer relationships will
continue as presently in effect. A reduction in or termination of our services by one or more of our major customers
could have a materially adverse effect on our business and operating results.

If our investment in Transportation Resource Partners ("TRP") is not successful, we may be forced to write off part or
all of our investment, which could have a materially adverse effect on our operating results.
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We have invested in TRP, a company that makes privately negotiated equity investments. Due to portfolio losses in
the past, we have recorded impairment charges in prior periods to reflect the other-than-temporary decrease in fair
value of the portfolio. If TRP’s financial position declines, we could be forced to write down all or part of our
investment which could have a materially adverse effect on our operating results.
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We are dependent on computer and communications systems, and a systems failure could cause a significant
disruption to our business.

Our business depends on the efficient and uninterrupted operation of our computer and communications hardware
systems and infrastructure. We currently maintain our computer system at our Phoenix, Arizona headquarters, along
with computer equipment at each of our service centers. Our operations and those of our technology and
communications service providers are vulnerable to interruption by fire, earthquake, power loss, telecommunications
failure, terrorist attacks, internet failures, computer viruses, and other events beyond our control. In an attempt to
reduce the risk of disruption to our business operations should a disaster occur, we have redundant computer systems
and networks and deploy the backup systems from an alternative location. However, this alternative location may be
subject to the same interruptions as may affect our Phoenix headquarters. In the event of a significant system failure,
our business could experience significant disruption.

Item 1B. Unresolved Staff Comments
Not Applicable.
Item 2. Properties

Our headquarters and principal place of business is located at 5601 West Buckeye Road, Phoenix, Arizona on
approximately 75 acres. The following table provides information regarding the location of our service centers and/or
offices as at December 31, 2007:

Owned
Company or
Location Office Shop Fuel Leased Acres
Atlanta, GA Yes Yes No Leased 7
Boise, ID Yes No No Leased 2
Carlisle, PA  Yes Yes Yes Owned 5
Charlotte, Yes Yes Yes Owned 13
NC
Chicago,IL.  Yes No No Leased 2
Dallas, TX Yes No No Leased 1.3
Denver, CO Yes No No Leased 3
ElPaso, TX Yes No No Leased 8
Green Bay, Yes No No Leased 2
WI
Gulfport, Yes Yes Yes Owned 8
MS
Idaho Falls, Yes Yes Yes Owned 6
ID
Indianapolis, Yes Yes Yes Owned 9
IN
Katy, TX Yes Yes Yes Owned 12
Kansas City, Yes Yes Yes Owned 15
KS
Lakeland, Yes No No Leased 2
FL
Yes No No Leased 2
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Las Vegas,

NV

Memphis, Yes Yes Yes Owned 18
TN

Minneapolis, Yes No No Leased 2

MN

Ontario, CA Yes No No Leased 1

Phoenix, AZ Yes Yes Yes Owned 75
Portland, Yes Yes Yes Owned 7

OR

Reno, NV Yes No No Leased 1

Richmond, Yes No No Leased 1.75
VA

Seattle, WA Yes No No Leased 1.5
Salt Lake Yes Yes No Owned 15
City, UT

Tulare, CA Yes Yes No Owned 23
Tulsa, OK Yes No No Owned 6

We also own and lease space in various locations for temporary trailer storage. Management believes that replacement
space comparable to these trailer storage facilities is readily obtainable, if necessary. We lease excess trailer drop
space at several of our facilities to other carriers.

We believe that our service centers are suitable and adequate for our present needs. We periodically seek to improve
our service centers or identify other favorable locations.
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Item 3. Legal Proceedings

We are a party to ordinary, routine litigation and administrative proceedings incidental to our business. These
proceedings primarily involve claims for personal injury or property damage incurred in the transportation of freight
and for personnel matters. We maintain insurance to cover liabilities arising from the transportation of freight in
amounts in excess of self-insurance retentions.

Item 4. Submission of Matters to a Vote of Security Holders
We did not submit any matter to a vote of our security holders during the fourth quarter of 2007.
PART II

Item 5. Market for Company’s Common Equity, Related Shareholder Matters, and Issuer Purchases of Equity
Securities

Our common stock is traded under the symbol KNX on the New York Stock Exchange ("NYSE"). The following
table sets forth, for the periods indicated, the high and low closing prices per share of our common stock as reported
by the NYSE.

2007 High Low
First $20.23 $17.44
Quarter
Second $20.34 $17.78
Quarter
Third  $20.00 $17.03
Quarter
Fourth $18.39 $14.53
Quarter

2006 High Low
First  $21.99 $19.05
Quarter
Second $21.42 $17.60
Quarter
Third  $20.92 $15.60
Quarter
Fourth $19.35 $16.70
Quarter

As of February 1, 2008, we had 73 shareholders of record. However, we believe that many additional holders of our
common stock are unidentified because a substantial number of shares are held of record by brokers or dealers for
their customers in street names.

Starting in December 2004, and in each consecutive quarter since, we have paid a quarterly cash dividend. From
December 2004, through the first quarter of 2007, we paid a quarterly dividend of $.02 per share on our common
stock. In the second quarter of 2007, we increased the quarterly cash dividend to $.03 per share and paid a similar
dividend in the third and fourth quarters of 2007. Our most recent dividend, which was declared in February 2008, is
scheduled to be paid in March 2008. We currently expect to continue to pay quarterly cash dividends in the
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future. Future payment of cash dividends, and the amount of any such dividends, will depend upon our financial
condition, results of operations, cash requirements, tax treatment, and certain corporate law requirements, as well as
other factors deemed relevant by our Board of Directors.

In November 2007, our Board of Directors voted unanimously to authorize the repurchase of up to 3.0 million shares
of our Common Stock. The repurchase authorization will continue in effect until the share limit is reached or we
terminate the program. The repurchase authorization is intended to afford us the flexibility to acquire shares
opportunistically in future periods and does not indicate an intention to repurchase any particular number of shares
within a definite timeframe. Repurchase of shares will be effected based upon share price and market conditions. The
authorization extends to purchases of shares to prevent dilution from equity compensation awards as well as open
market and negotiated transactions. We did not repurchase any shares during the fourth quarter of 2007.

See "Securities Authorized for Issuance Under Equity Compensation Plans" under Item 12 in Part III of this Annual
Report for certain information concerning shares of our common stock authorized for issuance under our equity

compensation plans.
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Item 6. Selected Financial Data

The selected consolidated financial data presented below as of the end of, and for, each of the years in the five-year

period ended December 31, 2007, are derived from our consolidated financial statements. The information set forth

below should be read in conjunction with "Management’s Discussion and Analysis of Financial Condition and Results
of Operations," below, and the Consolidated Financial Statements and Notes thereto included in Item 8 of this Form

10-K.

For the Years Ended December 31, 2007, 2006, 2005, 2004 and 2003
(Dollar amounts in thousands, except per share amounts and operating

data)

2007 2006 2005 2004 2003
Statements of Income Data:
Revenue, before fuel surcharge $ 601,359 $ 568,408 $ 498,996 $ 411,717 $ 326,856
Fuel surcharge 112,224 95,999 67,817 30,571 13,213
Total revenue 713,583 664,407 566,813 442,288 340,069
Operating expenses 611,141 544,915 465,118 362,926 280,620
Income from operations 102,442 119,492 101,695 79,362 59,449
Other income (expense) 1,983 353 1,019 398 (651)
Income before income taxes 104,425 119,845 102,714 79,760 58,798
Net income 63,123 72,966 61,714 47,860 35,458
Diluted earnings per share (1) 12 .84 1 .55 41
Balance Sheet Data (at end of period):
Working capital $ 104,901 $ 59389 $ 66,129 $ 63327 $ 69916
Total assets 643,364 570,219 483,827 402,867 321,226
Cash dividend per share on common
stock 1 .08 .08 .02 -
Shareholders’ equity 487,550 426,095 352,928 291,017 239,923
Operating Data (Unaudited):
Operating ratio (2) 85.6% 82.0% 82.1% 82.1% 82.5%
Operating ratio, excluding fuel surcharge
3) 83.0% 79.0% 79.6% 80.7% 81.8%
Average revenue per tractor (4) $ 151945 $ 160,891 $ 164,119 $ 157,563 $ 143,526
Average length of haul (miles) 542 561 580 556 532
Empty mile factor 12.8% 12.6% 11.7% 11.5% 10.8%
Tractors operated at end of period (5) 3,758 3,661 3,271 2,818 2,418
Trailers operated at end of period 8,809 8,761 7,885 7,126 6,212

(1) Diluted earnings per share for 2004 and 2003 have been restated to reflect 3-for-2 stock splits on December 23,
2005 and July 20, 2004, as applicable.

(2) Operating expenses as a percentage of total revenue.

(3) Operating expenses, net of fuel surcharge, as a percentage of revenue, before fuel surcharge. Management believes
that eliminating the impact of this sometimes volatile source of revenue affords a more consistent basis for
comparing our results of operations from period to period.

(4) Average revenue per tractor is based on revenue without brokerage and without fuel surcharge.

(5) Includes: (a) 231 independent contractor operated vehicles at December 31, 2007; (b) 249 independent contractor
operated vehicles at December 31, 2006; (c) 237 independent contractor operated vehicles at December 31, 2005;
(d) 244 independent contractor operated vehicles at December 31, 2004; and (e) 253 independent contractor
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operated vehicles at December 31, 2003.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operation
Cautionary Note Regarding Forward-Looking Statements

Except for certain historical information contained herein, the following discussion contains forward-looking
statements that involve risks, assumptions, and uncertainties which are difficult to predict. All statements, other than
statements of historical fact, are statements that could be deemed forward-looking statements, including without
limitation: any projections of earnings, revenues, or other financial items; any statement of plans, strategies, and
objectives of management for future operations; any statements concerning proposed new services or developments;
any statements regarding future economic conditions or performance; and any statements of belief and any statement
of assumptions underlying any of the foregoing. Words such as "believe," "may," "could," "expects," "hopes,"
"anticipates," and "likely," and variations of these words, or similar expressions, are intended to identify such
forward-looking statements. Actual events or results could differ materially from those discussed in forward-looking
statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed in
the section entitled "Item 1A. Risk Factors," set forth above. We do not assume, and specifically disclaim, any
obligation to update any forward-looking statement contained in this Annual Report.

Introduction
Business Overview

We are a transportation services provider with headquarters in Phoenix, Arizona. We transport general commodities
for customers throughout the United States, generally focusing our operations on a short-to-medium length of haul.
We provide regional truckload carrier services from our asset-based dry van and temperature controlled service
centers, as well as brokerage services from our regional brokerage branches. The results of our brokerage activities
were relatively immaterial for 2007 and, therefore, a detailed discussion of the financial results of these operations
will not be separately presented.

From 2003 to 2006, we achieved substantial revenue and income growth. In 2007, our growth slowed as a result of
economic conditions. Our revenue, before fuel surcharge, grew at a 16.5% compounded annual rate from $326.9
million in 2003 to $601.4 million in 2007, and our net income grew at a 15.7% compounded annual rate from $35.5
million in 2003 to $63.1 million in 2007.

During 2007, we opened eight brokerage branches and four asset-based service centers. As of December 31, 2007, we
operated 31 asset-based dry van and temperature controlled service centers and 12 brokerage branches. In early 2008,
we opened a brokerage branch in Gulfport, Mississippi.

Operating and Growth Strategy
Our operating strategy is focused on the following core elements:

Focusing on Regional Operations. We seek to operate primarily in high density,
predictable freight lanes in selected geographic regions. We believe our regional
operations allow us to obtain greater freight volumes and higher revenue per mile, and
also enhance safety and driver recruitment and retention.

Maintaining Operating Efficiencies and Controlling Costs. We focus on operating in
distinct geographic markets in order to achieve increased penetration of targeted service
areas. We actively seek to control costs by, among other things, operating modern
equipment, maintaining a high driver to non-driver employee ratio, and minimizing
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empty miles.

Providing a High Level of Customer Service. We seek to compete on the basis of service,
in addition to price, and offer our customers a broad range of services to meet their
specific needs, including multiple stop pick ups and deliveries, on time pick ups and
deliveries within narrow time frames, dedicated fleet and personnel, and specialized
driver training.

Using Technology to Enhance Our Business. We use technology to help us be more
efficient with our equipment and our headcount. We recognize the value technology
brings as an accelerator in our operations.

The primary source of our revenue growth has been our ability to open and develop regional service centers and the
markets they serve in selected geographic areas and operate the service centers at or near our targeted margins within
a relatively short period of time. The addition of our brokerage branches has enabled us to expand our customer
service offerings by providing non-asset-based capabilities to our customers when the shipments do not fit our
asset-based model. The development of our brokerage model strengthens our relationships with our customers because
it provides our customers with more options and complements our existing dry van and temperature controlled
truckload carrier services. Our brokerage model is also a less capital intensive way for us to grow our business. The
expansion of our services represents our continued progression as we build our brand as the premier national carrier,
providing local service to the markets we serve.
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Revenue and Expenses

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

The most significant expenses in our business include fuel, driver-related expenses, such as wages, benefits, training,
and recruitment, and independent contractor costs, which are recorded on the "Purchased Transportation" line of our
consolidated statements of income. Expenses that have both fixed and variable components include maintenance and
tire expense and our total cost of insurance and claims. These expenses generally vary with the miles we travel, but
also have a controllable component based on safety, fleet age, efficiency, and other factors. Our main fixed costs are
the acquisition and depreciation of long-term assets, such as revenue equipment and service centers and the
compensation of non-driver personnel. Effectively controlling our expenses is an important element of assuring our
profitability. The primary measure we use to evaluate our profitability is operating ratio, excluding the impact of fuel
surcharge revenue (operating expenses, net of fuel surcharge, as a percentage of revenue, before fuel surcharge).

Recent Results of Operations and Year-End Financial Condition

Our results of operations for the year ended December 31, 2007 compared to the year ended December 31, 2006 were
as follows:

Revenue, before fuel surcharge, increased 5.8%, to $601.4 million from $568.4 million;
Net income decreased 13.6%, to $63.1 million from $73.0 million; and
Net income per diluted share decreased to $0.72 from $0.84.

In comparison to prior years, 2007 represented one of the most difficult operating environments for the execution of
our business model based on leading growth and profitability. For the second consecutive year, a strong "peak"
shipping season did not materialize. The industry-wide supply of truckload equipment continued to outpace the freight
demand, which pressured pricing and resulted in lower equipment utilization. With a decrease in revenue per total
miles and lower average miles per tractor, our average revenue per tractor per week decreased 5.6%, to $2,922 in 2007
from $3,094 in 2006. Our empty mileage factor for the year increased slightly to 12.8% in 2007, from 12.6% in 2006.
Our average length of haul decreased to 542 miles during 2007, from 561 miles in 2006. The difficult freight market,
rising fuel costs, increased insurance and claims expense, and softer market for used tractors and trailers all
contributed to a decrease in profitability in 2007.

At December 31, 2007, our balance sheet reflected $31.3 million in cash, cash equivalents and short term investments,
no debt, and shareholders’ equity of $487.6 million. For the year 2007, we generated $118.4 million in cash flow from

operations and used $91.9 million for net capital expenditures.

Our liquidity is not materially affected by off-balance sheet transactions. See Off-Balance Sheet Transactions below
for a description of our off-balance sheet transactions.

Trends and Outlook
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In the fourth quarter of 2007, we reduced our tractor count by approximately 100 units. For the year ended 2007, we
increased our fleet by 97 tractors from 2006. In this challenging environment, we will manage our fleet size carefully
and consider internal growth or contraction of our tractor fleet as events unfold. In the near term, we expect revenue
growth to come primarily from our brokerage business. In addition, we have ramped up our efforts to identify
acquisitions or other investment opportunities that may offer a strategic advantage. Over the long term, we are
optimistic about our competitive position in the industry and expect that proper execution of our decentralized growth
model will position us to emerge from the downturn with the ability to add more capacity and gain more market share.
Further because of our brokerage business, we are able to add customers without adding tractor capacity.
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Results of Operations

The following table sets forth the percentage relationships of our expense items to total revenue and revenue, before
fuel surcharge, for each of the three fiscal years indicated below. Fuel expense as a percentage of revenue, before fuel
surcharge, is calculated using fuel expense, net of surcharge. Management believes that eliminating the impact of this
sometimes volatile source of revenue affords a more consistent basis for comparing our results of operations from
period to period.

2007 2006 2005 2007 2006 2005
100.0%  100.0%  100.0% 100.0%  100.0%  100.0%

Total revenue including Revenue, before fuel
fuel surcharge surcharge
Operating expenses: Operating expenses:
Salaries, wages and Salaries, wages and
benefits 28.3 28.8 28.7 benefits 33.6 33.7 32.6
Fuel (1) 26.5 249 23.6 Fuel (2) 12.8 12.2 13.2
Operations and
maintenance
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