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PART |
ITEM 1. BUSINESS

This report contains forward-looking statementatial to future events or the future financial perfance of the Company. Such forward-
looking statements are within the meaning of teantin Section 27A of the Securities Act and

Section 21E of the Exchange Act. Such statemenysimetude, but not be limited to, projections ofeaues, income or loss, capital
expenditures, acquisitions, plans for growth anidrizioperations, financing needs or plans or indestrelating to acquisitions by the
Company, as well as assumptions relating to thegfming. Forward-looking statements are inherentbject to risks and uncertainties, some
of which cannot be predicted or quantified. Futewents and actual results could differ materiaiyrf those set forth in, contemplated by or
underlying the forward-looking statements.

Effective December 31, 1997 the Company chang€isdal year for financial reporting purposes frarMarch 31 yeaend to a December .
yearend. Throughout this report, the term 1997 tramsiperiod relates to the nine- month period erddedember 31, 1997. The terms fiscal
1997 and fiscal 1996 refer to the fiscal years dridarch 31, 1997 and March 31, 1996, respectiv@tier references to years are to calendar
years, unless specifically noted otherw

GENERAL

U.S. Xpress Enterprises, Inc. (the "Company") miesitransportation and logistics services in thitddrStates, Canada and Mexico. The
Company is one of the ten largest truckload cagiiiethe United States. The Company is a lead#rarmadoption of proven new technologies
as a means of reducing costs and providing bedtgicg to its customers.

The Company has two operating subsidiaries, U.$e3§ Inc. ("U.S. Xpress") and CSI/Crown, Inc. (IfC8wn"). U.S. Xpress, the
Company's largest subsidiary, accounted for 83%a@fCompany's 1997 transition period revenues. Xp&ess provides three principal
services: i) time-definite and expedited servicéh wedium and long lengths of haul of 800 to 3,@ites; i) time- definite and expedited
regional services with lengths of haul of 100 20D, miles in the Western, Southeastern, MidwestathEastern regions of the United States;
and iii) expedited truckload transportation brokgraervices that primarily serve the air freigllustry.

CSl/Crown's target market is the floorcovering istity. CSI/Crown consolidates floorcovering produnts truckload quantities, arranges
truckload transportation to company-owned distifoutenters and third-party agent facilities throogt the United States and Canada for
local delivery to floorcovering distributors, rd&as and contractors. In addition, CSI/Crown pregidvarehousing facilities and floorcovering
cutting services, and sells floorcovering instédlatsupplies, most of which are sold bearing thmgany's private-label "Installer's Choice"
brand.

The Company's mission is to provide high levelsariice to customers utilizing proven technologied skilled people. The Company's
operating and growth strategy is focused on takitgpntage of opportunities and evolving trendfiettansportation industry. These
strategies include:

1) Position the Company as a premier high-serviogiger. The Company's services have attractedbmests across many industries,
particularly those that operate just-in-time mactifeing and distribution systems. Over the lastéhyears, the Company's revenues have
grown at a 24% compound annual rate. A large podicthe Company's growth has been attributabfgdeiding services that are
differentiated from other truckload carriers. Then@hbany was one of the first in the industry to lelish time-definite pickups and deliveries
as a standard for service quality. Time-definiteviee is a critical element in efficient supply @mand distribution systems management. In
addition, the Company is one of the few truckloadiers to provide expedited service throughoutcitrainental United States and in parts of
Canada and Mexico. This is particularly importanshippers that operate multiple, geographicalfyasated facilities. The Company has
consistently utilized proven new technologies fhratvide value to customers, such as the Xpress &nnnternet-based communication
system that enables the Company's customers @ frgight, tender orders for freight, exchange ioganformation, obtain imaged proofs of
delivery and perform other functions through thieinet.



2) Expand core carrier relationships with shipp&sough its service capabilities, the Companyuaisitioned to act as a core carrier and/or
dedicated service provider to major shippers. Tom@any provides longhaul and regional truckloadises, expedited and time-definite
service, dedicated fleet capabilities and serviodhird-party logistics providers. In seeking coggrier relationships, the Company
emphasizes its commitment to flexibility, respomsigss, analytical planning and information systems.

Many shippers are reducing the number of carrteeg tise. This is resulting in opportunities in whiarge and successful carriers with a
range of capabilities, like the Company, have araathge in competing for the reduced number of carger positions.

The Company's top 50 customers, most of which kiagggnated the Company as a core carrier, inclederal Express, Carrier, Amana,
Hewlett Packard, DuPont, Compaq and Armstrong.

3) Position the Company as a driver-friendly employrhe labor market for qualified professionatldrivers is extremely competitive,
providing a competitive advantage to drieendly employers like the Company. The Compargui®es significant resources and attentio
the successful recruiting, hiring, training anderdgion of qualified professional solo and team @lr$v In the 1997 transition period, the
Company increased its fleet size 26% through iategrowth and the acquisition of truckload cardét, Inc. to 2,839 tractors at year-end, a
26.4% increase over March 31, 1997. The Companyabkesto hire sufficient numbers of drivers to @terthe larger fleet.

Management believes that its success in hiringratadning qualified solo and team drivers is du@ddigh-quality equipment; high

utilization of equipment which translates into higiles and take-home pay for drivers; driver-frignfieight that does not require drivers to
load or unload; flexible work schedules that enalolme drivers to work schedules that accomodatefbesonal obligations and lifestyles;
and creative recruiting strategies that recogrieechanging demographics of the American work fare seek to expand the diversity of the
driver force. Management also believes that ititical that the Company remain in the upper tiecarriers for total driver compensation in
order to continue to attract and retain experiertracers.

An important aspect of driver retention is drivemmagers. Each Company driver is assigned a drimeager who is responsible for all
aspects of driver satisfaction: miles, home time laglping drivers resolve work-related issues. &rimanagers' performance is evaluated
based on equipment utilization, driver turnoveivelr miles and driver safety performance. The drimanagers communicate with drivers
daily through the satellite communications systewh by telephone when personal communication isaméed. Typical matters in which
assistance is provided include payroll issues ahdduling a driver's load so that he or she camnidiome. The Company recognizes that the
first 90 days of employment is a critical retentammd safety period for new drivers. New driversassigned to specific driver managers who
are specially trained to assist new drivers. Easledmanager is responsible for approximatelyrdigks.

Management believes the kind of freight the Compgpically handles is a significant factor in dnivetention. Although drivers do
occasionally load and unload freight, the Compammy$es much of its marketing efforts on custométis freight which is "driver-friendly"

in that it requires minimal or no loading or unloagiby drivers. The Company also is increasingliepding this driver-friendly concept to
customers that do not keep drivers waiting for esitee periods of time while trailers are loaded #rmase whose employees, usually loading
dock personnel, treat the Company's drivers aepsainals.

In 1997, the competition for professional driverensified, as several competing carriers increfisedates at which drivers are paid for each
mile driven. Some carriers reported that they iaseel wages by more than ten percent. The Compareased driver mileage pay in July
1997 by two to six percent, based on drivers' sapiwith the Company. The Company plans to incecitsfleet size in 1998 through internal
growth and strategic acquisitions. Truckload caMietory Express, Inc. was acquired in early 1988ntinuing success in recruiting, hiring,
training and retaining sufficient drivers to stifé increasingly larger fleet is critical to ther@wany achieving its financial and growth
objectives.

4) Emphasize relationships with logistics providéiany major manufacturers and distributors aredasingly focusing on their core
competencies and outsourcing some or all of tlgistics and transportation requirements to loggsfirms. Some shippers recognize
significant cost savings and improved performangceutsourcing transportation requirements and fiogutheir resources on their core
businesses. Logistics providers typically managesportation purchasing, coordination and freigfotation for their customers. This trend
is providing



opportunities for the Company to establish workielgtionships with important logistics suppliersdahereby obtain significant new
customer accounts. Industry analysts have estinthtgcgbout 5% of freight in the U.S. is being ngethby logistics providers, and this sh
is expected to grow to 10% by the year 2000. A bmahber of logistics providers have jumped tofhvefront of this young industry and
have obtained significant business volumes fromedahippers.

The Company has established relationships wittetbfehe leading logistics suppliers -- J.B. Hunglstics, Menlo Logistics and Ryder
Integrated Logistics. These relationships haveltedin significant business opportunities to sdarge shippers whose logistics are mane

by these third-party logistics firms. For examphlee Company now serves four large shippers repredday J.B. Hunt Logistics. The
Company's overall performance in serving J.B. Higgistics and its customers -- as measured by,ratesime performance and informati
technology capability -- resulted in the Comparmsgkection as J.B. Hunt Logistics' "Carrier of theay" for 1997. Management believes that
as it continues to demonstrate its capabilitiesartbrms to the demanding requirements of loggpioviders, it can earn additional business
opportunities quality logistics providers.

5) Continue to pursue attractive acquisition opynaittes. The trucking industry is consolidating. iWecarriers are experiencing financial and
competitive pressures that are increasingly makidificult for them to successfully compete irettruckload industry. This is resulting in
attractive acquisition opportunities for well-caized carriers like the Company. The Company mag/g significantly through ten strategic
acquisitions in the 1990s. U.S. Xpress now inclutiesoperations of six companies acquired in tH#0%9

- Southwest Motor Freight, Hall Systems, Nation@ight Systems, Michael Lima Transportation, Jit.) and Victory Express, Inc.
CSl/Crown includes the operations of four compaaisguired in the 1990s -- Crown Transport Systébneat Southern Xpress, CSI/Reeves
and Rosedale Transport.

The acquisition of the Midwest and East Coast flowering and logistics operations of Rosedale Tparisinc. occurred in April 1997. The
acquisition of JTI, Inc., a Midwest regional trucltl carrier, was made in May 1997.

Effective January 29, 1998, the Company acquiredovy Express, Inc., a non-union truckload carvi@sed in Medway, Ohio, for $51
million in cash and assumption of approximatelyn§iftion in debt. Prior to the acquisition, Victohad annual revenues of approximately
million. Victory Express serves customers locatatharily in the Midwest and on the Eastern seabo@ttier areas of the country served by
Victory Express include Georgia, Texas and Califoriictory Express employs approximately 790 pessancluding approximately 640
drivers and driver trainees.

Through this acquisition, management expects thagaamy to significantly expand its regional capdieit in the Midwest and extend our
regional service capabilities to the East Coasttdry Express' customer base is largely centeragiiomotive, paper, retail and air freight
markets. In addition, U.S. Xpress continues to fesgnted with opportunities for additional businesm its customers in the Midwest.
Management expects that Victory Express' capadityewable the Company to better capture these dppities.

Management believes that market and financial fovai#l continue to create attractive acquisitiorpopunities.

SERVICES
TIME DEFINITE SERVICE

The Company's principal service specialty is tinefirdte service, which is the pickup and delivefyfreight to prescribed schedules over
distances ranging from 200 to 3,000 miles. Timeritef transportation requires pickups and delivet@be performed to exact appointment
times or within a specified number of minutes. Té¢gsvice is a key point of differentiation from nyasther trucking companies, which
typically provide service only within time "windoWsanging from a few hours to a few days. Tigefinite service is particularly important
the Company's customers that operate just-in-tiraeufacturing, distribution and retail inventory ®ms and to customers in the air freight
industry.

EXPEDITED SERVICE

The Company's expedited service consists of tHeypcand delivery of freight on prescribed scheslaletransit times competitive to defer
air freight service. The Company is able to meeséhtransit times through the use of team driverslays at much lower cost than deferred
air freight. In the 1997 transition period, reverfit@n expedited services was $110.2 million, ameéase of 16% from the same period in
1996. Customers in the air freight



industry accounted for 27% of expedited serviceemae, with the remainder provided by manufactyiistributors, retailers, freight
forwarders and consolidators. Examples of thisiserare as follows:

TRANSIT
Times
Origin Destination  Miles (in hour s)

Charlotte, NC  Los Angeles, CA 2,381 53
Atlanta, GA  San Francisco, CA 2,482 55
Seattle, WA  Miami, FL 3,263 73
Dallas, TX Chicago, IL 923 20
Newark, NJ Columbus, OH 527 12

REGIONAL SERVICE

About 70% of the freight transported in the U.Sve®over distances of less than 1,000 miles. litiaddthe average length of haul of
shipments is shrinking as manufactuers and didtibuncreasingly bring the various elements ofrtiepply and distribution chains into
closer geographical proximity to each other. Theseds lead shippers to use carriers, like the Gmyppthat can provide short-haul, medium-
haul and long-haul services in key regions of th®.The ability to provide regional service is mportant factor to the Company obtaining
certain core carrier accounts.

In the 1997 transition period, revenue from regiaeavices (freight originating and delivering iefthed regional areas) totalled $74.7
million, an increase of 38% from the same period@86. Over 48% of regional revenues were deriveh the Southeast region. The
Western region accounted for 40% and the Midwestgion accounted for 12%. The January 1998 adopnisdf Victory Express will
expand the Company's regional service capacityariMidwest.

DEDICATED SERVICES

Some shippers are eliminating or reducing the gizheir private fleets, providing increased oppaities for carriers, like the Company, to
provide dedicated services in which specific truakd drivers are assigned to specific customerwatsoApproximately 300 tractors at U.S.
Xpress are dedicated to specific customers or g@big lanes. In addition, through the acquisitibWiotory Express in early 1998, two
significant dedicated accounts were obtained. Thegeaccounts together represent nearly 50% ofoW§cExpress’ revenues prior to its
acquisition by the Company. Through dedicated sesyicustomers obtain a higher degree of assucddreaailable capacity to meet their
requirements. U.S. Xpress benefits by receivingaased business volume from key customers, by mmg@lanning of equipment
requirements and by enhancing the safety of iteedsiwho travel the same lanes repeatedly. Drivengfit through enhanced predictability
their schedules, reduced downtime between loadsremd predictability of their off-duty time.

CSl/Crown expanded its dedicated service offerings997 by assigning certain equipment to specifistomers and promoting the
customers' brand on the equipment. In this wayctistomer obtains the benefits of assured capanifybrand promotion, without incurring
the management costs and inherent inefficienciepefating a private fleet. CSI/Crown benefits lynly assured consistent volume for its
dedicated equipment and drivers.

LOGISTICS SERVICES

U.S. Xpress provides logistics services, principakpedited truckload services, utilizing compaguipment and a network of contract
carriers. Most of the customers for these senacesirlines, air freight forwarders and custonkbrs involved in the air freight industry.
Customers are identified and acquired through thmgany's own sales efforts and through a netwosdatefs agents. The contract carrier
network also provides supplementary capacity ta MBess customers when available opportunitiesatdit U.S. Xpress' targeted market
segments or when U.S. Xpress equipment is notableil

FLOORCOVERING LOGISTICS

CSl/Crown is the leading nationwide provider ofildigs services for the floorcovering industry. @3bwn picks up floorcovering products
from manufacturers; consolidates shipments intcktnads bound for specific destinations;
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contracts with U.S. Xpress and other truckloadieesito deliver the products to CSI/Crown servieaters or to contract agents and delivery
services; and delivers the products to floorcowgedistributors and retailers in all 50 states, @anand Mexico. In addition, CSI/Crown
provides warehouse facilities and cutting servanes sells floorcovering installation supplies.

CSl/Crown contracts with several truckload carrigrsluding U.S. Xpress, to deliver floorcoveringpgducts from North Georgia, where m¢
floorcovering manufacturers are located, to CSW@r@and agent service centers in the U.S. and CaRaeenue from floorcovering logistics
in the 1997 transition period was $57.6 million,iscrease of 12.7% from the same period in 199@&tember 31, 1997, CSI/Crown
operated 25 distribution centers and contractel otiters to provide distribution services at 33ofbcations. Subsequent to December 31,
1997, four company-operated distribution centerssviiansferred to third party agents.

MARKETING AND CUSTOMERS

Marketing personnel target customers for each@fQbmpany's six major services. The Company'scasvare marketed on the basis of the
Company's commitment to high levels of serviceifidity, responsiveness, analytical planning anfibimation technology management. ~
Company's marketing department is primarily resgmeador identifying new business prospects andlemgnting marketing programs to
obtain and retain customer accounts. The markstiaf also is responsible for offering the Comparggistics capabilities to existing and
new customers and to third party logistics providder

Mr. Quinn, the Company's Co-Chairman, and Mr. Lukk, Executive Vice President of Marketing, aredily involved in marketing the
Company's services at the national account levatkapporting local sales activities. In additidre Company employs 19 fuilme marketing
representatives, who are geographically dispersed.

The Company's top 50 customers, most of which kiagggnated the Company as a core carrier, accototeghproximately 46% of revenu
in 1997. During 1997, no single customer accoufaedhore than 6.5% of the Company's revenue.

TECHNOLOGY

The Company utilizes proven new technologies thetlyooth competitive service advantages and tliléyato more profitably serve its niche
markets. The Company has developed a computerifedriation system that is integrated with the QUAAEM Omnitracs satellite
communication system ("the QUALCOMM system") to anbe customer service and equipment utilizatioe. Cbmpany's Electronic Data
Interchange ("EDI") capabilities provide customeith an efficient means of tracing freight and penfing several administrative functions.
In November, 1996, the Company introduced its pedgry Internet-based OXpress ConnectO system wémelbles customers to trace
freight, tender loads and exchange invoice inforomagia the Internet. Management believes thatdfgtem is a base from which it will
provide enhanced customer service, and ultimatelyige direct connectivity between customers arikeds via the Internet.

The Company is a leader in the innovation of compurformation systems that are integrated with@uALCOMM system. Management
believes that proven technologies provide both cstitipe service advantages and the ability to npodditably serve its niche markets.

OPERATING SYSTEMS

Management believes that the Company's informatystems are one of its principal competitive advges. These systems integrate
operations systems and the principal back-offieefions of payroll, billing, fuel and accountingtivthe QUALCOMM system.

SATELLITE COMMUNICATIONS

The QUALCOMM system was first utilized by the Comgan 1990. The QUALCOMM system simplifies the Itioa of equipment and
permits timely and efficient communication of arél operating data, such as shipment orders, Igadsiructions, routing, fuel, taxes paid,
mileage operated, payroll, safety, traffic and rtedance information. For example, load plannergadsads by entering the required
information into the system. Drivers then accessgteviouslyplanned load from the system and acquire all tleessary customer, order ¢
routing information through their onboard displaytuthus eliminating waiting time and inefficiedépendence on truck stop telephones.
Management estimates that carriers without saeltimmunications typically lose one hour or moreroductive time per driver per day
waiting for telephones. The QUALCOMM system permiggmsmission of load
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assignments directly to the onboard display urit &l signal a driver when an assignment is a\@édaso that he or she may sleep in the
tractor pending an assignment. In addition, throthghQUALCOMM system, drivers have direct accesh&Company's IBM AS/400
computer. This capability enables the driver tceasanformation from operations and payroll systesush as requesting and receiving cash
advances on the road.

LOAD PLANNING/DISPATCH

The Company operates the QUALCOMM Decision Suppgetem ("QDSS"), a dispatch optimization softwarstem. This software
package provides the capability to efficiently alite equipment and drivers to available loads. QD@8 mizes utilization of the Company's
equipment and contributes to improved customerdaivetr satisfaction. Load planners convert custoarders into daily pre- planned freight
dispatches. Driver managers then send instructmdsvers via the QUALCOMM system. Drivers acc#ss order when they are ready for
the next load assignment. Drivers can obtain shiprosders, pickup and delivery instructions, custoiocation and routing information
through the onboard computer. Through QDSS, thegaom seeks to identify potential problems of toacchnar too little freight in a

particular geographic region. The Company seekgiaddl freight in the affected area or throughldgistics group, seeks alternative carriers
to handle overflow loads.

ELECTRONIC DATA INTERCHANGE

The Company's automated administrative (e.g. billfael tax, payroll) and operating systems endi@éeup tracing and full EDI of
administrative and shipment status information leetawthe Company and its customers. This systenida®gignificant operating advantay
to U.S. Xpress and its customers, including reaktinformation flow, reduction or elimination ofgerwork, error-free transcription and
reductions in clerical personnel. EDI allows thar@any to exchange data with its customers in a&isadf formats, depending on individual
customer's capabilities, which can significantiy)@mce quality control, customer service and custafiigiency.

XPRESS CONNECT(TM)

The Company's Xpress Connect(TM) system is anriatdvased system, located at www.USXpress.comnibies it easy for shippers to
track freight, tender loads and communicate with@ompany via Internet e-mail. The system, which fieatured part of the Company's
World Wide Web site, is designed to assist shippebetter managing their transportation shipmégtgroviding up-to- date information on
the location and status of active shipments, abaséhistorical information on completed shipmefitsee Company believes that Xpress
Connect is the first World Wide Web applicationitsftype that permits a customer to track shipmeiitisout prior knowledge of shipment or
order numbers. Xpress Connect(TM) is customer-fipenid password protected to guarantee the sgafrfiroprietary information. The
system is being continually improved and upgradad, in fiscal 1998, management expects to add eehants that provide: 1) customers
the ability to obtain proofs of delivery from th@@pany's document imaging system; 2) an on-lingliteating system; and 3) automatic
notifications to customers' pagers of expectedyddlatransit.

Management believes that Xpress Connect(TM) prevadeompetitive advantage in the truckload andéloeering logistics industries,
because shippers have greater capabilities andbéase at lower costs than are provided througkrotarriers' EDI and Internet-based
systems.

EATON VORAD

Eaton Vorad collision avoidance systems are spetéguipment on Century Class tractors used by Xp&ss. These radar-based systems
are designed to detect traffic ahead and to tredidrucks, and to provide drivers with additionedponse time, resulting in a safer vehicle
for drivers and the motoring public. At December 3397 the Company had more than 1,700 such systeoperation.

TRANSIT TECHNOLOGIES

The Pre-Pass(TM) technology enables a tractootp &t one weigh station and receive clearancedwet on participating highways. After
the truck conducts an initial visit to a weigh &tat information regarding the truck and its comsesre downloaded onto a transponder loc
on the tractor. Thereafter, a sensor located aloadnighway reads the information contained inttaesponder and allows the truck and its
contents to be electronically cleared without thtags associated with multiple weigh station visitse Company participated in beta test:
these technologies



and equipped a majority of its tractors with thegstems in 1997. The Company has begun to impleasimilar technology to expedite
movement through toll plazas. These technologiésiece fuel economy, improve equipment utilizatiomrove transit times and reduce
accidents.

DOCUMENT IMAGING

The Company has installed an optical charactergrtion system that scans documents such as biléaling, driver logs and fuel receipts
onto optical disks or other storage media. Thisesyshas reduced clerical and management time edfjtorenter and retrieve information,
while enhancing the availability and increasing utiézation of data by customers.

YEAR 2000 COMPLIANCE

Some computer systems that use two digits to ibeli@gear will not be able to process data proderlyhe year 2000. The Company has
assessed the ability of its computer software gretaiing systems to function in the year 2000 aeybbd. Systems in use by the Company in
operations, accounting and purchasing are year 200(pliant.

Testing of all U.S. Xpress systems for year 200@mance is scheduled for July 1998. Systems inati€&SI/Crown are presently 50%
compliant with year 2000 requirements. Programntingnake all CSI/Crown systems year 2000 complisueixpected to be completed by
December 1998. Testing of all CSIl/Crown systenssigeduled for March 1999.

A load optimization system purchased from Sabreu@iis year 2000 compliant. A new version of the Q€ks satellite communication
system that is year 2000 compliant has been puedifasm Qualcomm, Inc. This system is being inethind is expected to be operational in
June 1998. The Company does not currently havéndogmation concerning the year 2000 complianceustaf its other suppliers and
customers. In the event that any of the Compaigrsficant suppliers or customers do not succebsand timely achieve year 2000
compliance, the Company's business or operations @ adversely affected. The Company does nataxpe costs of achieving year 2000
compliance to be material.

EQUIPMENT

The Company determines the specifications of egeigrpurchases based on such factors as vehiclecamgonent quality, warranty service,
driver preferences, new vehicle prices and thdylikesale market. Because the fleet is standardirelchas warranty maintenance agreements
with original equipment suppliers, the Company masimized parts inventories and maintenance cds$ts.Company has negotiated
attractive repurchase commitments from its primeqyipment vendors for disposal of used equipmeh98#8. These agreements reduce the
Company's risks related to equipment disposal galue

TRACTORS

In the early 1990s, the Company's management anerslvorked with the Company's principal tractopglier, Freightliner, to design
improvements in its conventional tractors, sucimase spacious and functional sleeper compartmewtsnaproved aerodynamics. In 1996,
the Company was among the first to purchase theRreightliner Century Class tractors, which provédeerior levels of operating safety,
fuel efficiency, information management capabititand driver comforts. At December 31, 1997, 1,86atury Class tractors were operating
in the Company's fleet.

The Company was among the first to use Detroit &i68 Series engines, which provide significanfqrenance improvements and
maintenance cost reductions over non-electronilmesgThe Company's engines are designed with énpoger to enable the tractor to stay
with the flow of traffic on most upgrades, whichhances safety and minimizes driver frustratioraddition, they contain electronic speed
controls. Many of the Company's tractors are atpoped with anti-lock braking systems for improwedety.

Tractors are typically replaced every 36 to 48 rhengenerally well in advance of the need for majagine overhauls. This schedule can be
accelerated or delayed based on resale values imsed truck market and the differential betweesehalues and new truck prices. The
Company maintains third party relationships thatl#a it to retail, rather than wholesale, a largecpntage of used equipment. Management
believes that this practice has resulted in sigaift gains through the sale of used trucks ovet wdad have been obtained from trade-in
values offered by the manufacturer.

TRAILERS

The Company's dry van trailers have cubic capabdyis among the largest in the industry. In 198&,Company began purchasing
composite plate trailers from Wabash National Caapon that are more durable, have greater culpadty and stiffer sidewalls, and do not
fracture as easily as conventional aluminum trail&t December 31, 1997, the Company's fleet of B f&ailers included approximately 1,1
Wabash composite plate trailers.



COMPETITION

The transportation services business is extrenmtypetitive. The Company competes primarily withesttruckload carriers and, particularly
in the longer haul markets, with intermodal trantgton, railroads and providers of deferred adight service. Competition from railroads
and intermodal transportation likely would increésstate or federal highway fuel taxes were inseshwithout a corresponding increase in
taxes imposed on fuel used by railroads.

Generally, competition for the freight transporbgdthe Company is based more on service and effigithan on freight rates. However,
historically, increased competition has createdmleard pressure on the truckload industry's prisitngcture. Prolonged weakness in freight
markets or downward pressure on freight rates cadlersely affect the Company's results of opeanatar financial condition. Some
competitors have greater financial resources, epenare equipment and transport more freight tharQompany.

REGULATION

The Company is a motor carrier that is subjecefety rules and regulations promulgated by the Diepent of Transportation and various
laws and regulations enforced by state agenciessé tegulatory authorities have broad powers, gingoverning activities such as
authority to engage in motor carrier operationspaating systems, certain mergers, consolidatiaoguisitions and periodic financial
reporting. Subject to federal, state and provinagllatory authorities, the Company may transparst types of freight to and from any pc
in the United States, Mexico and certain Canadiamipces over any route selected by the Compang.titttking industry is subject to
possible regulatory and legislative changes (ssdh@aeasingly stringent environmental regulationsmits on vehicle weight and size) that
may affect the economics of the industry by reqgirthanges in operating practices or by affectirgcost of providing truckload services.

The Company has underground storage tanks forldigsdan use at terminals in Birmingham, Alabarfiannel Hill, Georgia; Lincoln,
Nebraska; Medway, Ohio; Oklahoma City, Oklahomal @hattanooga, Tennessee. As a result, the Companpject to regulatior
promulgated by the Environmental Protection AgefiBfPA") in 1988 governing the design, constructémm operation of underground fuel
storage tanks from installation to closure. Forargdound fuel storage tanks in existence at the tm regulations were promulgated in 1
which include tanks at the terminals in Chattanomga Medway, the regulations require that tanksgzggaded to meet specified standards
concerning corrosion protection, spill or overfilotection and release detection on a phased tiheetehich began in 1989 and ends in 1998.
The Company believes all of its tanks are in coamge with EPA regulations.

SAFETY AND RISK MANAGEMENT

The Company is committed to safe driving. The Comyp@gularly communicates with drivers to promaiéesy and to instill safe work

habits through Company media, safety review sessaod ethics and responsibility training. Thesgmms reinforce the importance of
driving safely, abiding by all laws and regulatiangh as speed limits and driving hours, performaglar equipment inspections and acting
as good citizens on the road. The Company's adcideiew committee meets regularly to review anw @ecidents, take appropriate action
related to drivers, examine accident trends andeément changes in procedures or communicationddeeas any safety issues.

Management's emphasis on safety also is demorstrataugh its equipment specifications, such aslack brakes, electronic engines,
special mirrors, conspicuity tape and the implematon of Eaton Vorad collision avoidance systemslbfreightliner Century Class tracto
The Eaton Vorad system is designed to provide csiwgth visible and audible warnings when otheriglgls are beside them and when
vehicles ahead are traveling at slower speedsttigatiuck. The system provides drivers with add#iloresponse time to prevent accidents.

The Company requires prospective drivers to megtdriqualification standards than those requirethbyDOT. The DOT requires the
Company's drivers to obtain national commercialetits licenses pursuant to the regulations prontedbhy the DOT. The DOT also requires
that the employer implement a drug-testing progimaccordance with DOT regulations. The Compangggi@mm includes pre-employment,
random, reasonable cause, post- accident andmjosg-drug testing.

Interstate motor carrier operations are subjesafety requirements prescribed by the DOT. Suchersaas equipment weight and dimens
are also subject to federal and state regulatid@d evaluates carriers and provides safety fitmasgs based on conformance with
requirements and accident frequency. U.S. Xpreds an



CSl/Crown each have satisfactory safety fithedgagat Victory Express, which was acquired by thenPany in early 1998, also has a
satisfactory safety fitness rating.

The Company secures appropriate insurance covatagest-effective rates. The primary claims arismthe Company's business consist of
cargo loss and damage and auto liability (persimjialy and property damage). The Company currgnmiischases primary and excess
coverage for these types of claims in levels winidnagement believes are sufficient to adequatetgprthe Company from significant
claims. The Company also maintains primary and €xceverage for employee medical expenses andthizsion, damage to physical
properties and equipment damage resulting fronisgatis or other losses.

PERSONNEL

The Company considers relations with its employak&f whom are non-union, to be good. At Decenier1997, the Company and its
subsidiaries employed 5,315 persons. A petitiadfiluly 23, 1997 by the International Brotherhob@@amsters, Local 528, pursuant to
Section 9 of the Labor Management Relations Actseeking collective bargaining rights with respgeca group of approximately 140
employees at the CSI/Crown facility in Tunnel Hilgorgia has been withdrawn by the Teamsters withlegtion. All unfair labor practice
charges filed by the union in connection with tle¢ition for recognition have been settled.

On January 1, 1997, the Company entered into amgement with a third party in which the Compantsources payroll and benefits
administration, unemployment insurance and workansipensation. Under this arrangement, the Companpy the third party a fixed amor
per employee. The Company believes that this aermegt enables it to achieve cost savings on pagdatiinistration, personnel benefits and
insurance premiums.

DRIVERS

At December 31, 1997, the Company employed 3,9ik@m. Employment turnover of over-the-road drivisra significant industry-wide
problem. Recruiting, training and retention of dfied drivers is essential to support the Compaogistinued growth. Management believes
that one of the key elements to retaining professidrivers is providing competitive compensatiblost companies in the truckload industry
pay drivers based on the miles that they drive@oslide various additional bonuses and incentiviemagement believes that drivers'
primary interest in compensation is their take-hqrag rather than their base mileage pay. Whilerathgiers may offer marginally higher
mileage pay, management believes that the Compdnyé&rs' compensation is comparable to thoselwdratarriers because the Company's
high equipment utilization maximizes driver produity, miles driven and pay.

To maintain high equipment utilization, particujaduring periods of rapid additions of equipmentfte fleet and periods of soft freight
demand, the Company has implemented a number @immgnitiatives to retain existing drivers and mg@it new ones, such as handling driver-
friendly freight, adopting an attractive compensatnd benefits package, providing equipment watsirdble driver amenities and providing
a Company-wide culture of support for drivers' reeed

DRIVER RECRUITING

Management believes that meeting drivers' reasereglectations is critical to driver satisfaction aetention. Driver recruiters are traine:
provide candidates with a realistic view of workugements and the lifestyles required of a longkhaver-the-road driver. The Company's
recruiting efforts include targeted advertisingregtment by the Company drivers and other methDesailed statistics are continually
maintained and evaluated to determine the effentise of recruiting efforts. The Company compenseefivers for successful recruiting
efforts and periodically holds special incentivetasts to encourage drivers to assist with reomguiti

The Company also maintains a "quick response"” sy#tat investigates prospective drivers' credentiald driving histories and in most
instances approves drivers for hiring within onsibass day of application. Management believestkthigsystem is critical to hiring quality
drivers who are making a job change and may hapbealto several prospective employers at the dame New driver candidates are
carefully screened on the basis of prior driving aafety records. In accordance with DOT requirds)ghe Company operates a drug-free
workplace. Accordingly, all drivers are requiredstcomit to pre-employment, random, reasonable ¢gust-accident and post-injury drug
testing.
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DRIVER TRAINING

The Company works closely with a community colleg©klahoma to recruit and train prospective drivéxll new drivers, regardless of
experience, are trained under strict guidelinesvé-day orientation program provides drivers witformation about the Company, its
equipment and its expectations. The orientatioganm also stresses safety instruction and properatipn of the tractors and trailers usec
the Company. New drivers with less over-the-rogokeeience are placed in the Company's driver trgipiogram and teamed with driver
trainers to gain additional over-the-road experemriver trainers are carefully selected basedraring and safety records and receive
additional instruction prior to being assignedte driver training program. The Company has founad tirivers completing this driver
training program tend to have better safety anehte&in records.

Through the acquisition of Victory Express in Jaiyut998, the Company acquired a driver trainingostioperated by Victory Express at its
facility in Medway, Ohio. At the time of the acqitisn, approximately 120 students were enrollednigement believes that continued
effective operation of this driver training schadll provide the Company with an additional souocfenew drivers.

DRIVER COMPENSATION AND BENEFITS

The Company's compensation and benefits packagedeasstructured to attract and retain qualityetsy Company drivers are compensated
primarily on the basis of miles driven, with basg per mile increasing with a driver's length ofgdmyment. Because the Company has an
average length of haul that is longer than moskinad carriers, drivers accumulate more milesthnd earn above average pay. Drivers also
can earn additional mileage pay through safetyraihehge incentive bonuses. Based on recent sup&ysrmed by the Company with
respect to compensation paid by competitors, managebelieves the Company's driver compensatioksramong the highest in the
truckload industry. Employee benefits include gaddtidays and vacations, health insurance, an Enegl@tock Purchase Plan, and a 401(k)
retirement plan in which the Company matches 50%ngfloyee contributions, up to six percent of conga¢ion.

DRIVER AMENITIES

The Company's late-model, conventional tractorddagggned for driver comfort and safety. Standapdmment includes double sleeper
bunks, extra large cabs, air-ride suspensions ddidi@nal storage for personal items. The Compdsy has developed specific satellite
communications applications that enable drivergioain in touch with their families, receive infation about pay and expense advances,
directions to customer locations, weather updatédd@ad assignments. The Company also providepgitktelephone calling cards that
contain 30 minutes of free calling time per momthdtivers. Drivers have the ability to add timehe cards by charging a personal credit card
or through payroll deduction. In 1996 the Compaagdn testing a system in which drivers could semntraceive electronic mail via the
Internet using their satellite communications syst&he costs of eaail messaging are paid by drivers through théépteone calling cards.
1996, the Company began purchasing Freightlinetu@giClass tractors, which set a new industry stacdor efficiency and driver

amenities.
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ITEM 2. PROPERTIES

All of the Company's offices and terminals are é&sasThe Company's headquarters are located indas®tl buildings in Chattanooga,
Tennessee. U.S. Xpress is also based in Chattandbgear-end 1997, U.S. Xpress operated termangilifies in these locations:
Birmingham, Alabama; Fontana and Sacramento, GaldpTunnel Hill, Georgia; Boise, Idaho; Lincogbraska; Hillside, New Jersey;
Vandalia, Ohio; Oklahoma City, Oklahoma; N. SiouxyCSouth Dakota; Houston and Tyler, Texas; ande@rBay, Wisconsin. Seven of
these terminals include maintenance facilities.eggvterminals include driver lounges and custoseevice functions for local pickups and
deliveries. Effective January 29, 1998, the Compaotuired Victory Express, Inc., which operatesrantnal, maintenance facility, and dri
training school in Medway, Ohio. In conjunction wthe acquisition, the Vandalia, Ohio facility wassed in February 1998 and its
operations were merged into the Medway facility.

CSl/Crown is based in Tunnel Hill, Georgia, appmately 25 miles from Chattanooga location. The TRlill facility includes a 101-door
loading dock facility in which floorcovering shipmis from multiple manufacturers are consolidated iruckloads for delivery to company-
owned and agent-operated distribution service cesteépments. At year-end 1997, CSI/Crown operatedistribution service centers, all of
which were leased properties.

In late 1997, site preparation construction begamfnew headquarters facility in Chattanooga, €ssee. The Company expects construt
of the facility to be completed in late 1998 orlgd999.

ITEM 3. LEGAL PROCEEDINGS

The Company is party to various legal proceedimigsng in the normal course of its business. Manag@ does not believe that the outcome
of any of these proceedings will have a materiakeask effect on the Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
During the quarter ended December 31, 1997, noensattere submitted to a vote of security holders.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY AN D RELATED STOCKHOLDER MATTERS

COMMON STOCK AND STOCKHOLDER DATA The Company's Class A Common Stock is traded on the NASDAQ National Market System under the symbol
XPRSA. At March 13, 1998, there were 149 registered stockholders and an estimated 1,650 beneficial own ers. At March 13, 1998 there
were 12,006,440 shares of Class A Common Stock outs tanding and 3,040,262 shares of Class B Common Stoc k outstanding. Listed below is
the trading activity for each quarter in the last t wo fiscal years:
Average
Quarter Ending High Low Daily Volume
June 30, 1996 8.50 6.625 8,998
September 30, 1996 9.75 5.75 19,869
December 31, 1996 16.125 8.50 36,735
March 31, 1997 17.75 12.25 22,081
June 30, 1997 20.50 1 7.125 34,115
September 30, 1997 20.75 19.00 77,765
December 31, 1997 24.625 21.00 63,526
DIVIDENDS

The Company does not pay cash dividends and intenctantinue to retain earnings to finance growitthe Company.
ANNUAL STOCKHOLDERS' MEETING
The annual meeting of stockholders will be hel@:80 p.m. EDT on May 12, 1998 at the Tennessee #guan Chattanooga, Tennessee.

STOCKHOLDER COMMUNICATIONS

Company news may be obtained through the Comparigiet web site at www.usxpress.com and througbtmews and financial services.
A complete investor package, which includes the gamy's annual report filed on Form 10-K, most réd®Q and general information
about the Company, may also be requested throwgeb site, or by contacting the Company's invastiations office.

STOCKHOLDER RECORDS

Registered stockholders with questions concerriagiments, changes of address, stock transfeeplarcement of stock certificates should
contact the Company's stock transfer agent andtragi

BankBoston,NA

c/o Boston Equiserve LP
Shareholder Services
Mail Stop 45-02-64

P.O. Box 8040

Boston, MA 02266-8040
(781)575-3001
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ITEM 6. SELECTED FINANCIAL DATA
(In thousands, except per share and operating data)

NINE MONT
Decemb

1997 /(4)/

Income Statement Data/(1)/
Operating revenue:

U.S. Xpress $290,800

CSl/Crown 57,645

Intercompany (6,173)

Consolidated $342,272
Income from operations $ 26,126
Income before taxes $ 21,983
Net income $ 13,191
Earnings per share - basic $ .98
Weighted average number

of shares outstanding - basic 13,467
Earnings per share - diluted $ .97
Weighted average number

of shares outstanding - diluted 13,582
Truckload Operating Data/(2)/
Total revenue miles (in thousands) 241,541
Tractor miles (in thousands) 265,102
Tractors at end of period 2,839
Average number of tractors 2,615
Trailers at end of period 5,875
Total loads 239,730
Average revenue per mile $ 1.16

Average revenue per tractor per week $ 2,734

BALANCE SHEET DATA

Working capital $ 44,813
Total assets 233,777
Long-term debt,

net of current maturities 52,120
Stockholders' equity/(3)/ 128,493

/(1)/ Data for U.S. Xpress includes data for all tr
CSl/Crown includes data for CSl/Reeves from i
1995.

/(2)! Average revenue per mile is net of fuel surch
owned and leased equipment.

/(3)/ Reflects the sale by the Company of 2,500,000
Stock in fiscal 1995 and 2,885,000 shares of
transition period.

/(4)/ Effective December 31, 1997, the Company chan
31 from March 31. As a result, the transitio
is a nine-month period.

HS ENDED YEAR ENDED
er 31, March 31,
1996 1997 1996 1995

$228,484 $307,928 $261,533 $236,552
51,158 65,845 47,817 23,915
(8,386) (10,954) (9,653) (6,136)

$271,256 $362,819 $299,697 $254,331

$14,736 $19,716 $ 5251 $18,159
$10,627 $14,236 $ 75 $13,557
$ 5708 $ 7878 $ 94 $ 8,263

$ 47 $ 65 $ 01 $ .77

12,081 12,082 12,003 10,705
$ 47 $ 65 $ 01 $ .76

12,151 12,168 12,076 10,806

194,324 261,596 222,496 204,804
209,935 282,985 239,599 216,581
2,214 2,246 1,975 1,721
2,091 2,111 1,848 1,613
5,331 5,520 4,396 3,643
187,986 254,214 185,565 142,742

$ 116 $ 115 $ 114 $ 114

$ 2,794 $ 2,761 $ 2,646 $ 2,807

$23,097 $33,829 $19,606 $10,786
183,479 178,084 177,821 146,070
65,509 59,318 61,789 46,157
60,990 63,162 55,086 54,082
uckload operations. Data for
ts date of acquisition in August

arges. Tractor and trailer data includes

shares of Class A Common
Class A Common Stock in the 1997

ged its year-end to December
n period ended December 31, 1997
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$197,351
24,001
(5,948)

$ .63

9,665

180,609
190,098
1,504
1,414
2,394
123,261
$ 1.09
$ 2,796

$ 2,636
103,385

49,871
13,436



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
(dollars in thousands, except per share data)

Effective December 31, 1997 the Company changdisdal year for financial reporting purposes frarMarch 31 yeaend to a December !
yearend. Throughout this report, 1997 transition perielates to the nine-month period ended Decembet @7, while fiscal 1997 and
fiscal 1996 refer to the fiscal years ended Marth1®97 and March 31, 1996, respectively.

RESULTS OF OPERATIONS

The following table sets forth, for the periodsigaded, the components of the consolidated statenuéroperations expressed as a percentage
of operating revenue:

% of Revenues

Nine Months Ended Twelve Months Ended
December 31, March 31,

1997 1996 1997 1996
Operating Revenue 100.0% 100.0%  100.0% 100.0%
OPERATING EXPENSES:
Salaries, Wages and Benefits 40.5 40.7 41.0 43.0
Fuel and Fuel Taxes 15.3 16.6 16.9 16.3
Vehicle Rents 6.4 5.7 6.0 5.8
Depreciation & Amortization 2.6 3.8 3.6 5.2
Purchased Transportation 8.5 6.5 6.3 6.6
Operating Expenses & Supplies 6.6 6.3 6.3 7.1
Insurance Premiums & Claims 3.3 4.5 4.2 4.3
Operating Taxes & Licenses 15 1.7 1.6 1.7
Communications & Utilities 1.7 1.8 1.7 1.8
General & Other Operating 6.0 7.0 7.0 6.4

Total Operating Expenses 92.4 94.6 94.6 98.2

Income from Operations 7.6 5.4 5.4 1.8
Other Income (Expense)
Interest Expense (1.2) (1.5) (1.5) (1.8)
Other Income (Expense) - -- - -

(1.2) (1.5) (1.5) (1.8)
Income Before Income Tax Provision 6.4 3.9 3.9 0.0
Income Tax Provision 2.6 1.8 1.7 -
Net Income 3.8% 2.1% 2.2% --
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COMPARISON OF THE NINE-MONTH PERIOD ENDED DECEMBER 31, 1997 TO THE NINE-MONTH PERIOD ENDED
DECEMBER 31, 1996 (UNAUDITED)

OPERATING REVENUE during the 1997 transition perindreased $71,000 or 26.2% to $342,300 comparéd#t,300 during the same
period in 1996. This increase resulted primarignira 24.3% increase in revenue miles, which watsafigrdue to the April 1997 acquisition
of JTI, Inc. Additionally, the non-truckload revemfrom CSI/Crown and U.S. Xpress' logistics operaiincreased $11,100 or 14.8%. The
acquisition of JTI and Rosedale together contrith®&2,700 of the $71,000 increase.

OPERATING EXPENSES represented 92.4% of operagrgnue for the 1997 transition period, compareait6% during the same period
in 1996.

SALARIES, WAGES AND EMPLOYEE BENEFITS as a percaggaf operating revenue was 40.5% for the 199%itian period,

compared to 40.7% during the same period in 198& decrease was due primarily to the growth ofoivaer operator fleet and to revenues
growing faster than nodriver wages. These improvements were offset ihlpaan increase in driver pay of approximately wemts per mil
or approximately 6% implemented in July 1997.

FUEL AND FUEL TAXES as a percentage of operatingeraie was 15.3% for the 1997 transition period, ganm@d to 16.6% during the sa
period in 1996. This decrease was primarily attable to a 3.73% decrease in the average pricgghen, as well as a 1.48% increase in
average miles per gallon. The Company uses purcfmsmitments to mitigate the effects of changefsi@h prices.

VEHICLE RENTS as a percentage of operating revevag6.4% for the 1997 transition period, compace8. 7% for the same period in
1996. Depreciation and amortization, net of gairdisposition on equipment, as a percentage of tipgreevenue was 2.6% for the 1997
transition period versus 3.8% in 1996. Overallag&rcentage of operating revenue, vehicle remtslapreciation were 9.0% for the 1997
transition period, compared to 9.5% in 1996. Thasrdase was due to the growth of the owner opeftetirand an increase of $0.8 million of
gains on sale of revenue equipment. Owner-operdtrot require company expenditures for revenugpegent. The Company recorded
gains on the sale of revenue equipment of $1,70th&1997 transition period, compared to $90GtHersame period in 1996. The gains on
these sales are recorded as a reduction of deploacixpense.

INSURANCE PREMIUMS AND CLAIMS as a percentage ofoating revenue was 3.3% for the 1997 transitiotodecompared to 4.5%
for the same period in 1996. This decrease wapdmarily to overall improvements in insurance ataims cost obtained through various
insurance policies entered into in early 1997. Addally, the increases in non-truckload revenue thie use of owner- operators do not
require any additional company expenditures fouriasce.

PURCHASED TRANSPORTATION as a percentage of opegatevenue was 8.5% for the 1997 transition pegodipared to 6.5% for the
same period in 1996. This increase was due intpdhe $11,100 increase in non-truckload revenoma f€SI/Crown and U.S. Xpress'
logistics operations, which is serviced by outsigents. This increase was also the result of thwethrof the owner operator fleet to 130 at
December 31, 1997 from 33 at December 31, 1996.

GENERAL AND OTHER OPERATING EXPENSES as a perceatafjoperating revenue was 6.0% for the 1997 ttiansperiod, compared
to 7.0% for the same period in 1996. This decrésadee to a 10.6% drop in the sale of installaiopplies and a corresponding drop in the
cost of goods sold related to those sales.

INCOME FROM OPERATIONS for the 1997 transition metincreased $11,400, or 77.6%, to $26,100 fromAduring the same period
in 1996. As a percentage of operating revenue nirecfsom operations was 7.6% for the 1997 transpieriod, compared to 5.4% during the
same period in 1996.
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COMPARISON OF THE TWELVE MONTHS ENDED MARCH 31, 199 7 TO THE TWELVE MONTHS ENDED MARCH 31, 1996

The Company's initiatives to improve equipmentization and to reduce operating expenses as argarteevenue had favorable results for
the fiscal year ended March 31, 1997. In this pkndilization for the combined truckload operasancreased 4.3% to $2.761 in revenue per
tractor per week, compared to $2.646 during theesaeniod in 1996. The operating ratio (operatingegses as a percentage of revenue)
improved 3.6 percentage points, reflecting a 2lidétease in revenue versus a 16.5% increase imtpgexpenses. The smaller increase in
operating expenses, compared to revenues, wa® daductions in several fixed and variable expéiesas.

OPERATING REVENUE during the fiscal year ended MeBd, 1997 increased $63,100 or 21.1% to $362,80tpared to $299,700 during
the same period in 1996. This increase resultetibfiprfrom the fiscal 1996 acquisitions of CSI/Res and Hall Systems, which together
contributed $29,700 of the $63,100 increase. UBeXs linehaul operations contributed $33,400&dribrease. Increased U.S. Xpress
linehaul revenue resulted from increased revenilesraind a slight increase in the rate per reverilg m

OPERATING EXPENSES represented 94.6% of operagrgnue for the year ended March 31, 1997, comgar@8.2% during the same
period in 1996.

SALARIES, WAGES AND EMPLOYEE BENEFITS as a percageanf operating revenue was 41.0% for the yearemich 31, 1997,
compared to 43.0% during the same period in 198& decrease is a result of salaries and wagdsofbrHall Systems and CSI/Crown
representing a lower percentage of operating rev€elne to the utilization of owner-operators at Hlbtems and the utilization of outside
linehaul carriers at CSI/Crown. All owner-operatapenses and purchased linehaul services aretegflas purchased transportation.

FUEL AND FUEL TAXES as a percentage of operatingereie was 16.9% for the year ended March 31, 1@9%ipared to 16.3% during t
same period in 1996. This increase was primartijbatable to an 11.0% increase in the average @ gallon, offset by a 2.2% increase in
average miles per gallon.

VEHICLE RENTS as a percentage of operating revevage6.0% for the year ended March 31, 1997, condpar&.8% for the same period
in 1996. Depreciation and amortization, net of gaindisposition of equipment, as a percentage efaijng revenue was 3.6% for the year
ended March 31, 1997, compared to 5.2% duringdheesperiod in 1996. Overall, as a percentage afatipg revenue, vehicle rents and
depreciation were 9.6% for the year ended MarchL 827, compared to 11.0% during the same perid®@#6. This decrease was due in part
to increased non-transportation revenue from C8ili@rand an increase in owner-operator revenue HathSystems, both of which do not
require expenditures for revenue equipment. Adaiitily, utilization for U.S. Xpress linehaul operats increased to $2,761 in revenue per
tractor per week for the year ended March 31, 183¥.3% increase from the previous fiscal yearctvineduced the number of tractors
required.

PURCHASED TRANSPORTATION as a percentage of opegatevenue was 6.3% for the fiscal year 1997, coatpto 6.6% in the same
period in 1996. This decrease is due to increaseetransportation revenue at CSI/Crown which da#geqguire expenditures for purchased
transportation.

OPERATING EXPENSES AND SUPPLIES as a percentagmefating revenue was 6.3% for the year ended Match997, compared to
7.1% during the same period in 1996. This decresmdts from two factors: 1) an increase in mi@msportation revenue from CSI/Crown ¢
an increase in owner-operator revenue from Halte®ys, which do not require incremental company edijteres for operating expenses and
supplies; and 2) reductions in maintenance expenses

GENERAL AND OTHER OPERATING EXPENSES during the yeaded March 31, 1997 was $25,400 compared td8Q3juring the
same period in 1996. This increase is due to amease in installation supplies sold to $11,0009a7,
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from $6,600 in 1996. This expense item reflectscibst of carpet installation supplies which arelshtough CSI/Crown retail outlets.

INCOME FROM OPERATIONS for the year ended March Bd97 increased $14,400 or 271.7% to $19,700 fr6/8dR during the same
period in 1996. As a percentage of operating reggemecome from operations was 5.4% during the geded March 31, 1997, compared to
1.8% during the same period in 1996.

INCOME TAX PROVISION for the year ended March 399Y was $6,400 compared to a $19 benefit duringahge period in 1996. This
reflects an effective federal and state incomerddex of 44.7% for fiscal 1997, compared to the ciodb statutory federal and state rate of
approximately 39.0%. This higher rate is primatilg result of non-deductible per diems paid toehdwduring part of fiscal 1997. Subsequent
to December 31, 1996, per diems paid to U.S. Xpitessers were eliminated.

SPECIAL CONSIDERATIONS

The trucking industry is affected by economic rigksl uncertainties, some of which are beyond itgrob These include economic recess
and downturns in customers' business cycles, ineseia fuel prices, the availability of qualifiedwrs and fluctuations in interest rates.

The trucking industry is highly competitive andlumbes numerous regional, inter-regional and natibmakload carriers. Some of these
carriers have greater financial resources, equipianah freight capacity than the Company. Managerneligves its strategies of controlled
growth and focused marketing will continue to pdevfreight at sufficient volumes and prices to renmaofitable. Changes in economic
conditions could reduce both the amount of frealdilable and freight rates, which could have aematadverse effect on the Company's
results.

Fuel is one of the Company's largest expendituingseriods of high fuel prices, the Company offgbts effect of price increases through fuel
surcharges to customers or through rate increadesuiof fuel surcharges. The Company also pecaltyi hedges against future fuel price
increases by purchasing defined quantities offlurefluture delivery at contracted prices. Futurer@ases or decreases in fuel prices are
uncertain. To the extent the Company is unabldfsebfuel price increases through fuel surcharges, increases or hedges, increased fuel
prices could have a material adverse effect orfCthrapany's results.

Competition for available qualified drivers in ttrackload industry is intense, and will likely remao for the foreseeable future. The
Company and many of its competitors experience raggs of turnover and occasionally have difficuftyattracting and retaining qualified
drivers in sufficient numbers to operate all avaldaequipment. Management believes the Companyfsrdpay structure, benefits, policies
and procedures related to drivers are effectivatiacting and retaining drivers. However, thene lsa no assurance that it will not be affected
by a shortage of qualified drivers in the futurbeTinability to attract and retain qualified drigsavould have a material adverse effect on the
Company's results.

The trucking industry is extremely capital interesiThe Company depends on operating leases, lireeedit, secured equipment financing
and cash flows from operations to finance the egiganand maintenance of its modern and cost efficievenue equipment and facilities. At
present, the Company is more highly leveraged sloame of its competitiors. If the Company were uaablthe future to obtain financing at
acceptable levels, it could be forced to limit gnewth or replacement of its equipment and faetitilf interest rates increased significantly, it
could have a material adverse effect on the Conipaesgults.

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of liquidity durihg hine month transition period ended Decembe 837 were funds provided by
operations, borrowings under long-term debt faesitlines of credit, proceeds from the sale offgment, the use of operating leases for
revenue equipment, and proceeds from the salerofnom stock. At December 31, 1997 the Company hathice a $50,000 credit facility
with a group of banks, of which $17,500 was avaédbr borrowing. In 1998, the Company's primaryrees of liquidity are expected to be
funds provided by operations, borrowings underdiagcredit, and operating lease financing forabquisition of revenue equipment.

Cash generated from operations increased to $1m30@ 1997 transition period from $7,900 for thelve months ended March 31, 1997.
Net cash used in investment activities was $47i8@0e 1997 transition period and $3,200 for thelt' months ended March 31, 1997.
the net cash used in investment activities in @@&7ltransition period, $58,700 was used to acqdrbtional property and equipment,
compared to $24,900 for the twelve
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months ended March 31, 1997. The increase in pseshef property and equipment is due primarihh®gurchase of revenue equipment
previously financed with operating leases.

Net cash provided by financing activities was $20,6 the 1997 transition period compared to $41€€ in the twelve months enc

March 31, 1997. The increase was due primarilyree@eds received from the sale of common stoclutirdhe public offering in August
1997. As a result, the net repayments on the bifiesedit and long-term debt during the 1997 trémsiperiod were $24,300 compared to
$4,200 in the twelve months ended March 31, 19%%.@dyments under lines of credit were $3,000 én1t®97 transition period, compared to
net borrowings of $1,000 for the twelve months ehiliarch 31, 1997.

In January 1998, the Company obtained a new rawplime of credit with capacity up to $200,000. érfpon of the availability under this
new line was immediately used to payoff certairséng long-term indebtedness bearing higher intesss.

Management believes that funds provided by oparstiborrowings under installment notes payabletaijmg lease financing and available
borrowings under the Company's existing line ofitreill be sufficient to fund its cash needs amtigipated capital expenditures through at
least the next twelve months.

INFLATION

Inflation has not had a material effect on the Canys results of operations or financial conditituming the past three years. However,
inflation higher than experienced during the phasté years could have an adverse effect on the &wytgpfuture results.

SEASONALITY

In the trucking industry, revenue generally shovggasonal pattern as customers reduce shipmeimg énd after the winter holiday season
and its inherent weather variations. The Compamy&sating expenses also have historically beerehighthe winter months, due primarily
decreased fuel efficiency and increased maintenemsts for revenue equipment in colder weather.

ACQUISITION OF VICTORY EXPRESS, INC.

Effective January 29, 1998, the Company acquiredovy Express, Inc., a non- union truckload carp@sed in Medway, Ohio, for $51
million in cash and assumption of approximatelyn§iftion in debt. Prior to the acquisition, Victohad annual revenues of approximately
million. Victory Express serves customers locatatharily in the Midwest and on the Eastern seabo@ttier areas of the country served by
Victory Express include Georgia, Texas and Califiorithe company employs approximately 790 persionfyding approximately 640
drivers and driver trainees.

Through this acquisition, management expects thagany to significantly expand its regional capaieiti in the Midwest and extend its
regional service capabilities to the East Coasttdry Express' customer base is largely centeragdiiomotive, paper, retail and air freight
markets. In addition, U.S. Xpress continues to tesgnted with opportunities for additional businfesm its customers in the Midwest

YEAR 2000 COMPLIANCE

Some computer systems that use two digits to ibeli@gear will not be able to process data proderlyhe year 2000. The Company has
assessed the ability of its computer software gredtaiing systems to function in the year 2000 aybhbd. Systems in use by the Company in
operations, accounting and purchasing are year 200pliant.

Testing of all U.S. Xpress systems for year 200@mance is scheduled for July 1998. Systems inati€&SI/Crown are presently 50%
compliant with year 2000 requirements. Programnbingnake all CSI/Crown systems year 2000 compliseixpected to be completed by
December 1998. Testing of all CSIl/Crown systenssigeduled for March 1999.

A load optimization system purchased from Sabreu@iis year 2000 compliant. A new version of the @€ks satellite communication
system that is year 2000 compliant has been puedifasm Qualcomm, Inc. This system is being inethind is expected to be operational in
June 1998. The Company does not currently havéndogmation concerning the year 2000 complianceustaf its other suppliers and
customers. In the event that any of the Compaiyrsfieant suppliers or customers do not succebstuid timely achieve year 2000
compliance, the Company's business or operatious @ adversely affected. The Company does nataxpe costs of achieving year 2000
compliance to be material.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To the Board of Directors and Stockholders of U.SXpress Enterprises, Inc.:

We have audited the accompanying consolidated balsimeets of U.S. Xpress Enterprises, Inc. (a Neeatporation) and subsidiaries as of
December 31, 1997 and March 31, 1997, and theecetainsolidated statements of operations, stockhslldquity and cash flows for the n
months ended December 31, 1997 and the years &taleth 31, 1997 and 1996. These financial statenmaetthe responsibility of the
Company's management. Our responsibility is to@sgan opinion on these financial statements basedr audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of U.S. Xpress
Enterprises, Inc. and subsidiaries as of Decembet®7 and March 31, 1997, and the results of ti@rations and their cash flows for the
nine months ended December 31, 1997 and the yedesidiarch 31, 1997 and 1996 in conformity witheyaily accepted accounting
principles.

/'s/ ARTHUR ANDERSEN LLP

Chat t anooga, Tennessee
February 5, 1998
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CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

NINE MONTHS ENDED YEAR ENDED

DECEMBER 31 MARCH 31
1997 1997 1996

OPERATING REVENUE $342,272 $362,819 $299,697
OPERATING EXPENSES:
Salaries, wages and benefits 138,582 148,850 129,311
Fuel and fuel taxes 52,438 61,268 48,782
Vehicle rents 21,912 21,603 17,263
Depreciation and amortization, net of gain

on disposition of equipment 8,806 13,203 15,445
Purchased transportation 29,205 22,682 19,929
Operating expenses and supplies 22,459 22,503 21,321
Insurance premiums and claims 11,425 15,265 12,874
Operating taxes and licenses 5,228 5,984 5,227
Communications and utilities 5,683 6,301 5,343
General and other operating expenses 20,408 25,444 19,075
Equity in earnings of unconsolidated affiliate - - (124)

Total operating expenses 316,146 343,103 294,446
INCOME FROM OPERATIONS 26,126 19,716 5,251

Other income (expense):
Interest expense (4,168) (5,542) (5,251)
Other income 25 62 75

(4,143) (5,480) (5,176)

Income before income taxes 21,983 14,236 75
Income tax (provision) benefit (8,792) (6,358) 19
NET INCOME $ 13,191 $ 7,878 $ 94
EARNINGS PER SHARE - BASIC $ .98 $ .65 $ .01
Weighted average shares - basic 13,467 12,082 12,003
EARNINGS PER SHARE - DILUTED $ 97 $ .65 $ .01
Weighted average shares - diluted 13,582 12,168 12,076

The accompanying notes are an integral part oktheasolidated statements.
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(Dollars in thousands, except per share amounts)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 2,734
Customer receivables, net of allowance of $2,900 a nd $2,733 58,496
Other receivables 9,085
Prepaid insurance and licenses 1,488
Operating and installation supplies 4,213
Deferred income taxes 3,092
Other current assets 508
Total current assets 79,616
PROPERTY AND EQUIPMENT, AT COST
Land and buildings 6,845
Revenue and service equipment 151,081
Furniture and equipment 13,062
Leasehold improvements 9,411
180,399
Less accumulated depreciation and amortization (44,344)
Net property and equipment 136,055
OTHER ASSETS
Goodwill, net 12,593
Other 5,513
Total other assets 18,106
TOTAL ASSETS $233,777
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable $ 8,634
Accrued wages and benefits 4,325
Claims and insurance accruals 5,750
Other accrued liabilities 5,200
Current maturities of long-term debt 10,894
Total current liabilities 34,803
LONG-TERM DEBT, NET OF CURRENT MATURITIES 52,120
DEFERRED INCOME TAXES 17,352
OTHER LONG-TERM LIABILITIES 1,009

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 1997

COMMITMENTS AND CONTINGENCIES (Notes 2, 6 and 8)

STOCKHOLDERS' EQUITY

Preferred Stock, $.01 par value, 2,000,000 shares

Common Stock Class A, $.01 par value, 30,000,000 s
11,979,584 and 9,046,044 shares issued and outs
December 31, 1997 and March 31, 1997, respective

Common Stock Class B, $.01 par value, 7,500,000 sh
shares issued and outstanding at December 31, 19

authorized, no shares issued
hares authorized,

tanding at

ly 120
ares authorized, 3,040,262

97 and March 31, 1997

Additional paid-in capital 85,942

Retained earnings 42,634

Notes receivable from stockholders (233)
Total stockholders' equity 128,493
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $233,777

The accompanying notes are an integral part of thes

e consolidated balance sheets.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

NINE MONTHS ENDED YEAR ENDED
DECEMBER 31 MAR CH 31,
1997 1997 1996
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 13,191 $ 7,878 $ 94
Adjustments to reconcile net income to net cash
provided by operating activities:
Deferred income tax provision 4,160 3,103 2,737
Depreciation and amortization 10,522 14,492 16,765
Gain on sales of equipment (1,716) (1,289) (1,320)
Equity in earnings of unconsolidated affiliate - - (124)
Changes in operating assets and liabilities, net o f acquisitions:
Receivables (5,590) (7,309) (9,674)
Prepaid insurance and licenses 2,828 984 (497)
Operating and installation supplies 729 (575) (688)
Other assets (1,138) (1,141) (559)
Accounts payable and other accrued liabilities (4,867) (7,722) 3,606
Accrued wages and benefits (804) (457) (1,317)
Other 22 18 16
Net cash provided by operating activities 17,337 7,982 9,039
CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchases of property and equipment (58,653) (24,868) (28,247)
Proceeds from sales of property and equipment 16,359 24,618 17,383
Repayment of notes receivable from stockholders - 94 -
Acquisition of business, net of cash acquired (4,990) (3,048) (6,227)
Acquisition of remaining 50% of unconsolidated affi liate,
net of cash acquired - - (239)
Net cash used in investing activities (47,284) (3,204) (17,330)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net borrowings (payments) under lines of credit (3,000) 1,000 30,325
Payment of long-term debt (44,159) (26,450) (36,355)
Borrowings under long-term debt 22,819 21,300 11,468
Proceeds from exercise of stock options 213 128 -
Proceeds from issuance of common stock 51,716 - -
Repurchase of restricted common stock - (42) (42)
Increase in other liabilities - - 906
Net cash provided by (used in) financing acti vities 27,589 (4,064) 6,302
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S (2,358) 714 (2,989)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 5,092 4,378 6,367
Cash and Cash Equivalents, end of period $ 2,734 5,092 $ 4,378
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for interest $ 4,842 5,643 $ 5,198
Cash paid (refunded) during the period for income t axes, net $ 2,100 2,766 $ (470)
SUPPLEMENTAL DISCLOSURE OF SIGNIFICANT NON-CASH
INVESTING AND FINANCING ACTIVITIES:
Issuance of long-term debt in connection with
purchase of business $ - $ 792 $ -

The accompanying notes are an integral part oktheasolidated statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands, except share amounts)

NOTES
ADDITIONAL RECEIVAB LE
COMMON STOCK PAID-IN RETAINED FROM
CLASS A CLASSB CAPITAL EARNINGS STOCKHOLD ERS TOTAL
BALANCE, MARCH 31, 1995 $ 89 $30 $32,909 $21,471 $(417) $ 54,082
Net income - - - 94 - 94
Repurchase of 18,390 shares of restricted stock Q) - 87) - 45 (43)
Issuance of 1,744 shares of Class A Common
Stock for non-employee director compensation - - 16 - - 16
Issuance of 110,182 shares of Class A Common
Stock for purchase of Hall Systems 1 - 936 - - 937
BALANCE, MARCH 31, 1996 89 30 33,774 21,565 (372) 55,086
Net income - - - 7,878 - 7,878
Repurchase of 18,390 shares of restricted stock - - 87) - 45 42)
Repayment of notes receivable from stockholders - - - - 94 94
Issuance of 2,542 shares of Class A Common
Stock for non-employee director compensation - - 18 - - 18
Proceeds from exercise of 27,008 stock options 1 - 127 - - 128
BALANCE, MARCH 31, 1997 90 30 33,832 29,443 (233) 63,162
Net income - - - 13,191 - 13,191
Issuance of 1,210 shares of Class A Common
Stock for non-employee director compensation - - 22 - - 22
Proceeds from exercise of 37,332 stock options - - 213 - - 213
Issuance of 10,000 shares of Class A
Common Stock to officer 1 - 188 - - 189
Issuance of 2,885,000 shares of Class A
Common Stock in secondary offering 29 - 51,687 - - 51,716
BALANCE, DECEMBER 31, 1997 $120 $30 $85,942 $42,634 $(233) $128,493

The accompanying notes are an integral part oktheasolidated statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Effective December 31, 1997 the Company chang€isdal year for financial reporting purposes frarMarch 31 yeaend to a December .
yea-end. For purposes of these financial statememsates to these financial statements, "1997 tiangberiod" relates to the nine-month
period ended December 31, 1997, while "fiscal 198 "fiscal 1996" refer to the fiscal years enlidch 31, 1997 and March 31, 1996,
respectively.

1. ORGANIZATION AND OPERATIONS

U. S. Xpress Enterprises, Inc. (the "Company") jates transportation services through two subsieat).S. Xpress, Inc. ("U.S. Xpress") |
truckload carrier serving the Continental Unitedt&€$, Canada and Mexico. CSI/Crown, Inc. ("CSl/Growprovides transportation and
logistics services to the floorcovering industry.

2. ACQUISITIONS

Effective March 31, 1994, the Company acquired 59%he outstanding stock of Hall Systems, Inc. (T13ystems") for $625 cash and a
$625 note payable. Effective October 31, 1995Qbmpany acquired the remaining 50% of the outstansiiock of Hall Systems for $1,000
cash and 110,182 shares of the Company's Clasg#©a Stock in a transaction accounted for by threlmse method of accounting.

Effective August 31, 1995, the Company acquired®a@® the outstanding stock of CSI/Reeves, Inc. (/R&eves") for cash of $6,240 in a
transaction accounted for by the purchase methadadunting. Effective January 1, 1996, CSI/Resvas merged into the Company's
existing freight consolidator (Crown Transport ®yss, Inc.) to form CSI/Crown, Inc.

In June 1996, the Company acquired certain equiparahthe right to fulfill a contract to providepedited truckload services in the Western
United States to a major air freight company fronchdel Lima Transportation for $3,048 cash and @2$Yote payable. In addition, $1,000
will be paid to the seller on January 1, 1999 & @ompany is able to extend the contract. The gmmod effect of this transaction on prior
period financial statements is immaterial.

Effective April 1, 1997 the Company acquired ceriassets from Rosedale Transport Inc. for $2,360.CBhe acquisition was accounted for
as a purchase.

Effective April 30, 1997, the Company acquired mave equipment and other assets from JTI, Inc. (JJot $2,690 cash and the assumption
of $17,500 in debt, in a transaction accountedijothe purchase method of accounting. In additiothése amounts, the Company will pay
the former owners of JTI 25% of the net income fitiw JT1 division for each of the following 10 ysafhe acquired and leased assets
include approximately 200 tractors and 400 trailers

The results of operations of Rosedale Transportidmhdre included in the accompanying consolidéitehcial statements from the dates of
their respective acquisitions. On a pro forma (dited) basis, operating revenue for the Companyldvbave been approximately $345,000
and $408,000 for the 1997 transition period anckfid 997 had the Rosedale and JTI acquisitionsitpleee at the beginning of the respec
periods. The impact on net income and earningsipeae is insignificant. This information is for cpamative purposes only and does not
purport to be indicative of the results of openasiovhich would have occured had the transactioes bempleted at the beginning of the
respective periods or indicative of the resultsalihinay occur in the future.

Subsequent to December 31, 1997, the Company adjuictory Express, Inc. for $51,000 in cash arelaksumption of approximately
$2,000 in debt. Victory's calendar 1997 revenueswapproximately $65,000.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of the Company and its subsidiaries. gthigicant intercompany transactions and
accounts have been eliminated.
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USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL ST ATEMENTS

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include all highly ligoigestment instruments with an original maturifyttoeee months or less.
RECOGNITION OF REVENUE

For financial reporting purposes, the Company gaherecognizes revenue and direct cost when shipsrere completed.
CONCENTRATION OF CREDIT RISK

Concentrations of credit risk with respect to costo receivables are limited due to the large numobentities comprising the Company's
customer base and their dispersion across margreiiff industries. The Company performs ongoingites@luations and generally does not
require collateral.

OPERATING AND INSTALLATION SUPPLIES

Operating supplies consist primarily of tires, pamaterials and supplies for servicing the Com[samgvenue and service equipment.
Installation supplies consist of various accessanged in the installation of floorcoverings anel laeld for sale at various CSI/Crown
distribution centers. Operating and installatioppies are recorded at the lower of cost (on a&-firsfirst- out basis) or market. Tires and
tubes purchased as part of revenue and servicpraqnot are capitalized as part of the cost of thepegent. Replacement tires and tubes are
charged to expense when placed in service.

PROPERTY AND EQUIPMENT

Property and equipment is carried at cost. Deptieciand amortization of property and equipmentamputed using the straight-line
method for financial reporting purposes and acedder methods for tax purposes over the estimatsfulllares of the related assets (net of
salvage value) as follows:

Buildings 10-30 years

Revenue and service equipment 3-7 years

Furniture and equipment 3-7 years

Leasehold improvements 5-6 years

The Company recognized $9,895, $13,837 and $16r066preciation expense in the 1997 transitiongueifiscal 1997 and fiscal 1996,
respectively. Upon the retirement of property agdipment, the related asset cost and accumulaf@écation are removed from the
accounts and any gain or loss is reflected in thm@ny's statement of operations with the excemtfarains on trad@s, which are include
in the basis of the new asset. Gains on salesuipegnt of $1,716, $1,289 and $1,320 for the 198sition period, fiscal 1997 and fiscal
1996, respectively, are included in depreciatiopesmse.

Expenditures for normal maintenance and repairggpensed. Renewals or betterments that affectahee of an asset or increase its useful
life are capitalized.

GOODWILL

The excess of the consideration paid by the Compaay the estimated fair value of net assets aeduins been recorded as goodwill and is
being amortized on the straight-line basis oveiggisrranging from 20 to 40 years. The Company comfly evaluates whether subsequent
events and circumstances have occurred that imdibat the remaining estimated useful life of goitidway warrant revision or that the
remaining balance may not be recoverable. Wheonifaatdicate that goodwill should be evaluatedgossible impairment, the Company
uses an estimate of the future undiscounted nétft@ass of the related businesses over the remaitifi@ of the goodwill in measuring
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whether goodwill is recoverable. The Company recogph$323, $272 and $220 of goodwill amortizatiapanse in the 1997 transition
period, fiscal 1997 and fiscal 1996, respectivBlgcumulated amortization was $1,351 at Decembefi837 and $1,028 at March 31, 1997.

CLAIMS AND INSURANCE ACCRUALS

The primary claims in the Company's business amgodass and damage, physical damage and automialikty. Prior to January 1, 1997,
most of the Company's insurance provided for lagjeinsurance levels with excess coverage suffidie protect the Company from
catastrophic claims. Beginning January 1997, then@my began purchasing policies with low deducsibibich essentially fully insure car
and auto liability, while physical damage has anuah aggregate deductible. For claims with seltiiaace levels, estimated costs are accruec
based upon information provided by insurance adjador reported claims and adjusted for expeatsd tievelopment factors and the
estimated liability for claims incurred but not cefed.

OTHER LONG-TERM LIABILITIES

Periodically, the Company receives volume rebatas fvendors related to certain operating leasesdar revenue and service equipment.
Additionally, certain equipment leases include sgaes, which increase tire inventories. The Comypdefers recognition of these rebates
amortizes such amounts as a reduction of vehioleengpense over the respective lease terms. Atrbleee31, 1997 and March 31, 1997,
other long-term liabilities include deferred renfs1,009 and $1,295, respectively.

CONTRACT WAGES

Effective January 1, 1997, the Company enteredantagreement with a Professional Employer Orgéiniz4dPE") in which the PEO is a co-
employer with the Company for all of the Compamgssonnel. The PEO is responsible for processidgadministration of the Company's
payroll, including tax reporting, and provides gochealth benefits and worker's compensation coeerag

FUEL PURCHASE COMMITMENTS

The Company has only limited involvement with dative financial instruments and does not use thamiréding purposes. They are
periodically used to mitigate the effects of chaniyethe price of fuel. At December 31, 1997, tlempany had commitments to purchase
amounts ranging from 1,500,000 gallons in Janu@881o 500,000 gallons in December 1998. Managersithates that the aggregate
commitment at December 31, 1997 will representtleas 15% of the total fuel to be purchased byGbmpany in 1998. The fair value of t
fuel contracts is not significant.

EARNINGS PER SHARE

Effective for the period ended December 31, 198& Gompany adopted Statement of Financial Accogr8tandards No. 128 OEarnings
ShareO ("SFAS No. 128"), which changes the critieniaeporting earnings per share ("EPS") by rep@aprimary EPS with basic EPS and
fully diluted EPS with diluted EPS. All prior EP&td have been restated. The difference in basicituteéd EPS is due to the assumed
conversion of outstanding options resulting in agpnately 115,000, 86,000 and 73,000 equivalenteshim the 1997 transition period, fiscal
1997 and fiscal 1996, respectively.

RECLASSIFICATIONS

Certain reclassifications have been made in tlealfis997 and 1996 financial statements to confoith the 1997 transition period
presentation.

STOCK-BASED COMPENSATION

The Company accounts for its stock-based compamsptans under Accounting Principles Board Opirfiim 25, OAccounting for Stock
Issued to Employees' ("APB No. 25"). Effective #2997, the Company adopted the disclosure opfi@FAS No. 123, "Accounting for
Stock-Based Compensation."
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4. INCOME TAXES

The income tax provision (benefit) for the 199hsiéion period and fiscal 1997 and 1996 consisfatiefollowing:

1997 TRANSITION
PERIOD  FISCAL 1997 FIS CAL 1996
CURRENT
Federal $3,854  $2726 $ (2,876)
State 778 529 120
4,632 3,255 (2,756)
DEFERRED $4,160  $3,103 $ 2,737
$8,792  $6,358 % (19)

The income tax provision (benefit) as reportechim ¢onsolidated statements of operations diffens fthe amounts computed by applying
federal statutory rates due to the following:

1997 TRANSITITION
PERIOD FISCAL 1997 FISCAL 1996

Federal income tax at statutory rate $7,694 $4,840 $ 25
State income taxes, net of federal income tax benef it 513

349 73
Goodwill amortization 58 75 75
Nondeductible driver per diems 193 650 -
Other 334 444 (192)

Income tax provision (benefit) $8,792 $6,358 $ (19)

The tax effect of temporary differences that gige to significant portions of deferred tax assetd liabilities at December 31, 1997 and
March 31, 1997 consisted of the following:

D

ECEMBER 31, 1997 MARCH 31, 1997

DEFERRED TAX ASSETS
Allowance for doubtful accounts

$ 1,067 $ 952
Insurance reserves

2,243 3,721
Alternative minimum tax credit carryforwards 189 2,362
Claims and other reserves 219 826
Other 130 284

Total deferred tax assets $ 3,848 $8,145

DEFERRED TAX LIABILITIES

Book over tax basis of property and equipment $17,557 $16,880
Prepaid license fees 509 1,279
Other 42 86

Total deferred tax liabilities $18,108 $18,245
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5. LONG-TERM DEBT

Long-term debt at December 31, 1997 and March 897 Tonsisted of the following:

DECEMBER 31, 1997 MARC H 31, 1997
Obligation under line of credit with a group of ban ks, weighted average
interest rate of 6.8% at December 31, 1997, maturi ng August 1999 $ 29,500 $ 32,500
Installment notes with banks, weighted average inte rest rate of 6.97%
at December 31, 1997, maturing at various dates ra nging from
January 1998 to December 2002 28,384 14,673
Installment notes with finance companies, weighted average interest rate
of 7.73% at December 31, 1997, maturing at various dates ranging
from March 1998 to December 2000 3,744 23,598
Note payable to former stockholder of National Frei ght Systems, interest
payable at 7% at December 31, 1997, due in January 1998 200 200
Note payable to stockholder of Lima Transportation, Inc., interest payable
at 9%, paid in 1997 transition period - 792
Other 1,186 563
$ 63,014 $ 72,326
Less: current maturities of long-term debt (10,894) (13,008)
$52,120 $ 59,318

The installment notes with banks and finance congsaare collateralized by certain property and paint of the Company.

In November 1995, the Company entered into an umedaredit agreement (the OCredit Agreement") witiroup of banks. The Credit
Agreement operates as a revolving credit faciliilltAugust 1999, at which time it will convert gothree year installment loan, if not
extended or renewed.

Borrowings (including letters of credit) under eedit Agreement are limited to the lesser of:9@% of the book value of eligible revenue
equipment plus 85% of eligible accounts receivabtgp) $50,000. Borrowings under the Credit Agreatrbear interest, at the option of the
Company, equal to either: (i) the greater of thekiqarime rate or the federal funds rate plus 1/@h6the rate offered in the Eurodollar marl
for amounts and periods comparable to the reldeant plus a margin that is determined by sevenalrftial covenants, or (iii) the rate offe|
to the Company for a loan of a specific amount madiurity by any of the participating banks undeoepetitive bid process. At December
31, 1997, the margin applicable to the Eurodoltiéeriest rate was equal to 1.25%.

The Credit Agreement contains covenants that liamtpng other things, the payment of dividendsjribarrence of additional debt, and the
pledging of assets as security on other indebtediid® Credit Agreement also requires the Compaumyetet certain financial tests, including
a minimum amount of tangible net worth, a minimured charge coverage and a maximum amount of Igeera

In January 1998, the Company obtained a new lireegfit through a syndicate of banks with aggregagmacity up to $200,000. The total
capacity is further restricted by a borrowing baséch restricted the aggregate limit to $112,00thattime the facility was placed in service.
The new facility has among its financial convenalitsitations on the amount of financial leveratal debt and threshholds for the capital
adequacy of the Company. A portion of
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the availability under this new line was immedigtesed to payoff certain existing long-term indelpiess bearing higher interest rates. This
facility is scheduled to mature January 15, 200d @ntains provisions for two annual extensions.

After giving effect to the refinancing of the lioé credit in January 1998, the aggregate annualinitias of longterm debt for each of the ni
five years ending December 31 are:

1998 $10,894
1999 9464
2000 3274
2000 37,99
2002 958

6. LEASES

The Company leases certain revenue and servicpraguat and office and terminal facilities under léagn non-cancelable operating lease
agreements expiring at various dates through Deee02. Rental expense under these agreementppesximately $21,912, $26,388,
and $19,437 for the 1997 transition period, fisk87 and fiscal 1996, respectively.

Approximate aggregate minimum future rentals pagyaipider these operating leases for each of thefinexgears are:

1998 $31,215
1999 26884
2000 13,989
2000 5068
2002 2912

7. RELATED PARTY TRANSACTIONS

The Company leases certain office and terminalifiesi from entities owned by the two principal dtholders of the Company. The lease
agreements are for five-year terms and provid&hmpany with the option to renew the lease agresrienfour three-year terms. Rent
expense of approximately $1,145, $1,639, and $1y&i6recognized in connection with these leasasgltine 1997 transition period, fiscal
1997 and fiscal 1996, respectively.

The two principal stockholders of the Company 0WA% of the outstanding common stock of Paragonihgdd C ("Paragon”). Paragon
leases certain revenue and service equipment {@dhgany on a temporary basis. Rent expense obzippately $1,276, $869 and $1,028
was recognized in connection with these leasesigtinie 1997 transition period , fiscal 1997 anddisl996, respectively.

Prior to December 31, 1995, a principal stockhotifeghe Company directly controlled 50% of the oansling stock of LTL Express Syster
During the year ended March 31, 1996, the Compaaggnized operating revenue from LTL Express Systehapproximately $427. The
principal stockholder disposed of his interest iH_LExpress Systems effective December 31, 1995.

The two principal stockholders of the Company aedain partnerships controlled by their familiesro$8% of the outstanding common
stock of Transcommunications, Inc. ("Transcom"arigcom makes a debit card system available to dhg@ny's drivers through which
phone calls and Internet e-mail can be creditedenthe driver is on the road. Total payments byGbenpany to Transcom were
approximately $112, $143 and $148 in the 1997 ttiansperiod, fiscal 1997 and fiscal 1996, respeai.

8. COMMITMENTS AND CONTINGENCIES

The Company is party to certain legal proceeding&lental to its business. The ultimate dispositibthese matters, in the opinion of
management, based in part on the advice of legadsa, will not have a material adverse effectt@@ompany's financial position or results
of operations.

Letters of credit of $3,055 were outstanding atéeloer 31, 1997. The letters of credit are mainthprémarily to support the Company's
insurance program (see Note 3). Commitment fed$wbn the outstanding portion of the letters oflirare paid by the Company.
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9. EMPLOYEE BENEFIT PLANS

The Company has in place an employee profit-shafag covering substantially all non-driver emplegeThe plan provides for additional
compensation to employees, the amount of whiclaseth on results of operations exceeding certails goa

The Company has a 401(K) retirement plan covenmgtantially all employees of the Company, whengésticipants may contribute a
percentage of their compensation, as allowed uaplglicable laws. The plan provides for a matchiogtébution by the Company.
Participants are 100% vested in participant coutigims and become vested in employer matching ibartilons over a period of four years.

The Company recognized $1,152, $400 and $290 iaresgpunder these employee benefit plans for theé tt88sition period, fiscal 1997 and
fiscal 1996, respectively.

10. STOCKHOLDERS' EQUITY
PUBLIC OFFERING

In the 1997 transition period, the Company completsecondary public offering through the issuarfc885,000 shares of Class A
Common Stock. As a result of this offering, the @amy received proceeds, net of underwriting dist®and commissions and issuance
costs, of $51,716. The Company utilized the netg@eds to acquire certain equipment previously tbaseler operating leases and to reduce
outstanding debt.

COMMON STOCK

Holders of Class A Common Stock are entitled to wote per share. Holders of Class B Common Stoeleatitled to two votes per share.
Once the Class B Common Stock is no longer heldhéywo principal stockholders of the Company haiit families, as defined, the stock is
automatically converted into Class A Common Stoclashare per share basis.

PREFERRED STOCK

Effective December 31, 1993, the Board of Directagpproved the designation of 2,000,000 sharesaféped stock with par value of $.01
share. The Board of Directors has the authorifgsoe these shares and to determine the rightss ®nd conditions of the preferred stock as
needed.

INCENTIVE STOCK PLAN

In November 1993, the Company adopted the U.S. s§pEmterprises, Inc. Incentive Stock Plan (ther'Blalhe Plan provides for the
issuance of shares of restricted common stockeo€itmpany, as well as both incentive and nonstatstock options. There may be issued
under the Plan (as restricted stock, in paymepedibrmance grants, or pursuant to the exercis¢éook options) an aggregate of not more
than the greater of (a) 1,038,138 shares of ClaGsmmon Stock, or (b) 8% of the total number of own shares of the Company
outstanding at any given time. Participants ofRle may include key employees as selected byampensation committee of the Board of
Directors. Under the terms of the Plan, the Compaay issue restricted shares of common stock, gatians, or issue performance grants
to participants in amounts and for such pricesadsrchined by the compensation committee. All otiaill vest immediately in the event of
a change in control of the Company, or upon theéhdelisability, or retirement of the employee.

On November 30, 1993, 289,195 shares of restritimek were sold to employees at $4.72 per shanehvepproximated the fair market

value of the shares at the date of sale. Emplogeasd recourse notes payable to the Company iagipegate amount of $1,365 as proceeds
for the issuance of the restricted shares. Thesrimtar interest at 6% and are due in three equakhmstallments beginning November 30,
1999. The restricted stock may not be sold, asdigmansferred, pledged or otherwise disposed ohduhe restriction period.

In fiscal 1995, the board authorized, upon the detign of the initial public offering, the removaf the restrictions on 91,800 shares
scheduled to expire on November 30, 1996. In exghdor the removal of restrictions on these shdhesaffected employees repaid an
aggregate of $838 of the related notes receiv@hleng each of fiscal 1997 and fiscal 1996, 18,8B8res of restricted stock were forfeited,
and related notes receivable of $45 were canceledéh year. There were no forfeitures or noteivab& cancellations for the 1997
transition period. The restrictions on the remajnimitial shares issued on November 30, 1993 ex@irdlovember 30, 1998. On July 3, 1997,
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10,000 restricted shares were issued. The resttetin these 10,000 shares expire over a fiveparéwd beginning July 3, 1998. At
December 31, 1997, 101,750 shares of restrictel stere outstanding. Restrictions on all sharesrexp the event of a change in control of
the Company or upon the death, disability or reteat of the employee.

NON-EMPLOYEE DIRECTORS STOCK PLAN

In August 1995, the Company adopted the 1995 Employee Directors Stock Award and Option Plan (ieectors Stock Plan") providir
for the issuance of stock options to non-employieectbrs upon their election to the Company's Badrirectors. The Directors Stock Plan
also provides non-employee directors the optioret@ive certain board-related compensation indha fof stock. The number of shares of
Class A Common Stock available for option or issnder the Directors Stock Plan may not exceed B0sb@res.

The Directors Stock Plan provides for the grant,@00 options to purchase the Company's Class An@mnstock to each non-employee
director upon the election of each such directdh&oBoard. The exercise price of options issuatkbuthe plan is set at the fair market value
of the Company's stock on the date granted. Optieasat the rate of 400 options on each of tts¢, fiecond and third anniversaries of the
date of grant. In August 1997, 1996 and 1995, 2¢fiilbns were granted to non-employee directorb ait exercise price of $18.00, $6.625
and $9.50, respectively.

The Directors Stock Plan also provides non-emplalyeetors the option to receive compensation ehfoeboard-related activities in the
form of the Company's Class A Common Stock in 6éaash. If a board member elects to receive boelated compensation in the form of
stock, the number of shares issued to each directmu of cash is determined based on the amolearned compensation divided by the
fair market value of the Company's stock on the datmpensation is earned.

During the 1997 transition period and the yearsdridarch 31, 1997 and 1996, 1,208, 2,542 and Isid#es, respectively, of the Compai
Class A Common Stock were issued to non-employeetdirs in lieu of cash compensation of $22, $18%i6, respectively.

EMPLOYEE STOCK PURCHASE PLAN

In August 1997, the Company adopted an EmployeekStarchase Plan (the "ESPP") through which emjgleyeeeting certain eligibility
criteria may purchase shares of the Company's constozk at a discount. Under the ESPP, eligibleleyegs may purchase shares of the
Company's common stock, subject to certain linotaj at a 15% discount. Employees may not puramase than 1,250 shares in any six-
month period or purchase stock having a marketevafunore than $25,000 per calendar year. Comnumk $ purchased by employees in
January and July of each year. No stock purchases made in the 1997 transition period. The Compasyreserved 300,000 shares for
issuance under the ESPP. In January 1998, 156 gegd@urchased a total of 17,001 shares of the @ayrgpClass A Common Stock at a
price of $16.15 per share.

STOCK OPTIONS
Stock options generally vest over periods rangingfthree to six years and expire ten years fragrdtite of grant.
A summary of the Company's stock option activitytfee 1997 transition period, fiscal 1997 and fisk@96 follows:

WEIGHTED-AVERAGE

SHARES OPTION PRICE EXERCISE PRICE

Outstanding at March 31, 1995 165,064 $ 472 $4.72
Granted at market price 2,400 $ 9.50 $9.50
Outstanding at March 31, 1996 167,464 $4.72-$9.50 $4.79
Granted at market price 99,400 $6.63-$6.88 $6.87
Exercised (27,008) $4.72 $4.72
Canceled or expired (40,514) $4.72-$9.50 $5.12
Outstanding at March 31, 1997 199,342 $4.72-$39.50 $5.77
Granted at market price 109,900 $18.00-$19.13  $18.93
Exercised (37,332) $4.72-$6.88 $5.72
Canceled or expired (667) $ $6.88 $6.88
Outstanding at December 31, 1997 271,243 $4.72-$9.13  $11.10
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ACCOUNTING FOR STOCK-BASED COMPENSATION

For SFAS No. 123 purposes, the fair value of eaatton grant and each stock purchase right undeE8P has been estimated as of the date
of grant using the Blackcholes pricing model with the following weightedeeage assumptions for the 1997 transition pefisdal 1997 an
fiscal 1996, respectively: risk- free interest rat$.06%, 6.56% and 6.24%, expected life of fieans, expected dividend yield of 0% and
expected volatility of 51%, 58% and 58%. Using thassumptions, the fair value of the awards graintéie 1997 transition period, fiscal
1997 and fiscal 1996 is $737, $294, and $9, resmdgt which would be amortized as compensatioreese over the vesting period. Had
compensation cost for the plan been determineddardance with SFAS No. 123, utilizing the assuoidetailed above, the Company's
pro forma net income would have been $13,054, $7a8itl $93 for the 1997 transition period, fiscad2and fiscal 1996, respectively. Pro
forma basic earnings per share would have been $.6% and $.01 for the 1997 transition period;disL997 and fiscal 1996, respectively.

Pro forma diluted earnings per share would have 886,$.64 and $.01 for the same periods.

The pro forma effect on net income in this pro fardisclosure may not be representative of the gmrod effect on net income in future ye
because it does not take into consideration pmadorompensation expense related to grants madetpfiscal 1996.

The weighted-average fair value of options gramheding the 1997 transition period, fiscal 1997 &ndal 1996 was $9.00, $3.89 and $5.35,
respectively. Of the options outstanding at Decam3fie 1997, 161,343 have exercise prices betweet2®hd $9.50, with a weighted
average exercise price of $5.77 and a weightechgeerontractual life of 7.2 years. Of these opti@i7s259 are exercisable at a weighted
average exercise price of $5.50. Options to exetbie remaining 109,900 shares have exercise [rategeen $18.00 and $19.13, with a
weighted average exercise price of $18.93 and ghtesil average remaining contractual life of 9.6yellone of these options are exercis

as of December 31, 1997. As of March 31, 1997,5(8df the options outstanding were exercisable witheighted average exercise price of
$5.66 per share. As of March 31, 1996, 33,412 efojfitions outstanding were exercisable with a weiljlaverage exercise price of $4.78 per
share.

11. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of cash and cash equivalenstpmer and other receivables, accounts payabla@erded liabilities are reasonable
estimates of their fair values because of the ghattrrity of these financial instruments. Basedtmnborrowing rates available to the
Company for long- term debt with similar terms aw&rage maturities, the carrying amounts approxrtia fair value of such financial
instruments.

12. CHANGE IN FISCAL YEAR

Effective December 31, 1997, the Company changsfisital year end from March 31 to December 31aAssult, the December 31, 1997
results of operations are for a nine-month pertadlowing are selected financial data for the nimenth periods ended December 31, 1997
and 1996.

1997 199 6(UNAUDITED)
Operating Revenue $342,272 $271,256
Income from operations 26,126 14,736
Income before income tax provision 21,983 10,627
Net income 13,191 5,708
Earnings per share - basic 0.98 0.47
Earnings per share - diluted 0.97 0.47
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13. QUARTERLY FINANCIAL DATA (UNAUDITED)

FIRST SECOND THIRD FOURTH

QUARTE R QUARTER QUARTER QUARTER/(2)/ TOTAL
NINE MONTHS ENDED DECEMBER 31, 1997
Operating revenue $107,9 33 $115,378 $118,961 - $342,272
Income from operations 8,0 34 8,838 9,254 - 26,126
Income before income tax provision 6,4 63 7,300 8,220 - 21,983
Net income 3,8 79 4,378 4,934 - 13,191
Earnings Per Share - basic 0. 32 033 033 - 0.98
Earnings Per Share - diluted/(1)/ 0. 32 033 0.33 0.97
FISCAL YEAR ENDED MARCH 31,1997
Operating revenue $87,8 17 $92,259 $91,179 $91,564 $362,819
Income from operations 2,2 41 6,026 6,473 4,976 19,716
Income before income tax provision 8 96 4,611 5,120 3,609 14,236
Net income 5 52 2,745 2411 2,170 7,878
Earnings per share - basic/(1)/ 0. 05 023 0.20 0.18 0.65
Earnings per share - diluted/(1)/ 0. 05 0.23 0.20 0.18 0.65

/(1)/ The sum of quarterly earnings per share giffeom annual earnings per share because of difées in the weighted average number of
common shares used in the quarterly and annual w@atigns.
/(2)/ Due to the change in year end to Decembe 397, there were only three quarters for the 1€@sition period.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

No items have occurred within the 24 months prgobecember 31, 1997 involving a change of accotsi@andisagreements on account
and financial disclosure.
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PART 1lI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

NAME AGE POSITION

James B. Baker 52 Director

Steven J. Cleary 40 President, CSI/Crow n, Inc.

William K. Farris 45 Director, Executive Vice President - Operations and President, U.S. Xp ress, Inc.
Max L. Fuller 45 Co-Chairman of the Board of Directors, Vice President and Secretary

Ray M. Harlin 48 Director, Executive Vice President - Finance and Chief Financial Offic er
Alan J. Hingst 51 President, JTI Divi sion of U.S. Xpress, Inc.

E. William Lusk, Jr. 42 Director and Execut ive Vice President - Marketing

David R. Parker 58 Chairman, JTI Divis ion of U.S. Xpress, Inc.

Ronald E. Pate 55 President, U.S. Xpr ess Leasing, Inc.

Patrick E. Quinn 51 Co-Chairman of the Board of Directors, President and Treasurer

A. Alexander Taylor, Il 44 Director

JAMES B. BAKER has served as a director of the Camypsince 1994. Mr. Baker has been a partner ieffgsociates, LLC since 1993.
Mr. Baker is also a director of Wellman, Inc. (ctieahcompany).

STEVEN J. CLEARY joined the Company in 1991 as Bioe of Human Resources and was named Vice Prasifi¢iuman Resources and
Safety in 1994 and Executive Vice President of HufRasources in 1996. He was named Chief ExecutififeeDand General Manager of
CSl/Crown in 1997 and President of CSI/Crown l&te€k997. Prior to joining the Company, he servedperations and human resources
management positions for Ryder Distribution Sersiaed Rollins Transportation Services.

WILLIAM K. FARRIS was named Executive Vice PresiderDperations of the Company and President of ¥fbess in 1996. He
previously had served as Vice President of Oparatid the Company since 1993. Prior to that, Mrrifavas Vice President of Operation:
Southwest Motor Freight, a former operating sulasidof the Company, from 1991 to 1993. Mr. Farraswirst elected a director of the
Company in 1994.

MAX L. FULLER has served as Co-Chairman of the Bbaf the Company since March 1994 and Vice Presided Secretary of the
Company since 1985. Mr. Fuller was first electatiractor of the Company in 1985.

RAY M. HARLIN joined the Company in 1997 as ExeegtiVice President - Finance and Chief Financialdeff He was elected a Director
in August 1997. Mr. Harlin was employed for 25 yewaiith the public accounting firm of Arthur AnderskeLP. He was a partner with that
firm for the last 14 years.

ALAN J. HINGST co-founded JTI, Inc. in 1985 with iid R. Parker and has served as its President $§®®8@&. He has been employed in the
transportation industry for 33 years.

E. WILLIAM LUSK, JR. has served as Vice PresideMarketing of the Company since 1991 and was naanefixecutive Vice President of
the Company in 1996. Mr. Lusk previously servedErscutive Vice President of U.S. Xpress from 1987990. Mr. Lusk was first elected a
director of the Company in 1994.

DAVID R. PARKER has served as Chairman of JTI, kioce co-founding the company with Alan J. Hirigst985. Prior to that, Mr. Parker
served as Vice President and General Counsel o Qarier Corp. and affiliated companies.

RONALD E. PATE joined the Company in 1994 as AssisDirector of Maintenance. He was named Diregfdviaintenance later that year
and was named Executive Vice President of U.S. s§pteasing, Inc., the Company's
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equipment leasing and maintenance subsidiary, #.1de was named President of U.S. Xpress Lealingin 1996. Prior to joining the
Company, Mr. Pate was Vice President of Chattan@erations for Universal Tire Company in Chattagaydl ennessee.

PATRICK E. QUINN has served as @hairman of the Board of the Company since Marc®l&nd President and Treasurer of the Com
since 1985. Mr. Quinn was first elected a diredfothe Company in 1985.

A. ALEXANDER TAYLOR, Il has served as a directorthie Company since 1994. Mr. Taylor was named &eesiand Chief Operating
Officer of Chattem, Inc., a consumer products camypa January 1998. Prior to that, Mr. Taylor ls@aved as a partner with the law firm of
Miller & Martin LLP since 1983. Mr. Taylor is alsmdirector of Chattem, Inc.

ITEM 11. EXECUTIVE COMPENSATION

The information set forth under the caption "Exa@iCompensation and Other Information” on pagtdedugh 9 of the Proxy Statement is
incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information set forth under the caption "VotfBgcurities and Principal Holders Thereof' on pa&daad 4 of the Proxy Statement is
incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information set forth under the caption "Electof Directors" on pages 4 and 5 and "Certain Jaations" on page 6 of the Proxy
Statement is incorporated herein by reference.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENTS, SCHEDULES AND REPORTS ON FORM 8-K

(@) 1. FINANCIAL STATEMENTS:
The financial statements are set forth in Paitéin 8.

2. FINANCIAL STATEMENT SCHEDULES:
Report of Independent Public Accountants Schedule Yaluation and Qualifying Accounts

3. EXHIBITS:
See the Exhibit Index on page 40 of this Form 10-K.

(b) REPORTS ON FORM 8-K
There were no reports on Form 8-K filed during qoarter ended December 31, 1997.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF U.S. XPRESS ENTERPRISES, INC.:

We have audited, in accordance with generally aeckepuditing standards, the consolidated finarst&tbments of U.S. XPRESS
ENTERPRISES, INC. (a Nevada corporation) AND SUBIBIRIES in this Form 10-K and have issued our replogreon dated February 5,
1998. Our audit was made for the purpose of fornaingpinion on the financial statements takenwahae. Schedule 1l is the responsibility
of the Company's management and is presented fpoges of complying with the Securities and ExcleaBgmmission's rules and is not |
of the basic consolidated financial statementss Ebhedule has been subjected to the auditing guoes applied in the audit of the basic
consolidated financial statements and, in our opinfairly states in all material respects thefficial data required to be set forth therein in
relation to the basic consolidated financial staets taken as a whole.

/'SI' ARTHUR ANDERSEN LLP

Chat t anooga, Tennessee
February 5, 1998

38



SCHEDULE I

VALUATION AND QUALIFYING ACCOUNTS

FOR THE YEARS ENDED MARCH 31, 1996 AND 1997 AND THHNE MONTHS ENDED DECEMBER 31, 1997

BALANCE AT
BEGINNING
DESCRIPTION OF PERIOD

FOR THE YEAR ENDED 3/31/96
Reserve for doubtful accounts $1,630

FOR THE YEAR ENDED 3/31/97
Reserve for doubtful accounts $3,033

FOR THE NINE MONTHS
ENDED 12/31/97
Reserve for doubtful accounts $2,733

Q) For the year ended 3/31/96
Recoveries on accounts written off
Balance acquired through purchase of CSI/Reeves
Balance acquired through purchase of Hall Systems

For the year ended 3/31/97
Recoveries on accounts written off

For the nine months ended 12/31/97
Recoveries on accounts written off
Balance acquired through purchase of JTI

) Accounts written off

(In Thousands)

CHARGED TO CHARGED TO
COST/EXPENSES OTHER (1) DEDUCTIONS(2)

$ 784 $1,036 $ 417

$1,259 $ 113 $1,672

$ 774 $ 490 $1,097

$ 25
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EXHIBITS

EXHIBIT NO. DESCRIPTION

3.1 Restated Articles of Incorpora
3.2 By-Laws of the Company.

4.1 Restated Articles of Incorpora
Exhibit 3.1 and incorporated h

4.2 By-Laws of the Company filed a
herein by reference.

4.3 Stock Purchase Agreement dated
Max L. Fuller, Patrick E. Quin

4.4 Agreement of Right of First Re
Shares of the Company dated Ma
Fuller and Patrick E. Quinn.

10.1 Accounts Financing Agreement (
February 2, 1988, as amended,
(Southern) and Southwest Motor

10.2 Security Agreement dated Decem
and between Exchange National
Inc.

10.3 Security Agreement dated Septe
and between Exchange National
Systems, Inc.

10.4 1993 Incentive Stock Plan of t
10.5 Stock Option Agreement Under 1

10.6 Stock Rights and Restrictions
Stock Award Under 1993 Incenti

10.7 Self-Funded Employee Benefits

10.8 Service Agreement dated May 2,
Illinois, Inc. and the Company
personnel to the Company.

10.9 Salary Continuation Agreement
between the Company and Max L.

10.10 Salary Continuation Agreement
between the Company and Patric

10.11 Stock Purchase Agreement dated
between the Company and Clyde
Company of the capital stock o
held by Mr. Fuller, such stock
outstanding capital stock of S

40

tion of the Company.

tion of the Company filed as
erein by reference.

s Exhibit 3.2 and incorporated

June 10, 1993 by and among
n and the Company.

fusal with regard to Class B
y 11, 1994 by and between Max L.

Security Agreement) dated
between Congress Financial Corp.
Freight, Inc.

ber 18, 1985, as amended, by
Bank of Chicago and U.S. Xpress,

mber 17, 1987, as amended, by
Bank of Chicago and Crown Transport

he Company.
993 Incentive Stock Plan.

Agreement for Restricted
ve Stock Plan.

Plan Document of the Company.

1994 by and between TTC,
for the provision of leased

dated June 10, 1993 by and
Fuller.

dated June 10, 1993 by and
k E. Quinn.

November 28, 1990 by and
Fuller for the acquisition by the

f Southwest Motor Freight, Inc.
constituting all of the issued and
outhwest Motor Freight, Inc.



EXHIBIT NO. DESCRIPTION
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10.12 Stock Purchase Agreement dated
between the Company and Clyde
Company of the capital stock o
Mr. Fuller, such stock constit
outstanding capital stock of C

10.13 Articles of Merger and Plan of
1993, pursuant to which Chatta
and into Southwest Motor Freig

10.14 Stock Purchase Agreement dated
among Max L. Fuller, Patrick E
the acquisition by the Company
U.S. Xpress, Inc. held by Mess
such stock constituting all of
capital stock of U.S. Xpress,

10.15 Stock Purchase Agreement dated
among Max L. Fuller, Patrick E
the acquisition by the Company
Xpress Leasing, Inc. held by M
constituting all of the issued
U.S. Xpress Leasing, Inc.

10.16 Stock Purchase Agreement dated
between the Company and L.D. M
the Company of the capital sto
held by Mr. Miller, such stock
outstanding capital stock of C

10.17 Stock Purchase Agreement dated
between the Company, Patrick E
acquisition by the Company of
Transport Systems, Inc. held b
stock constituting 60% of the
stock of Crown Transport Syste

10.18 Stock Purchase Agreement dated
between the Company and Ken Ad
Company of 50% of the capital
Mr. Adams and the grant of an
the remaining 50% of the capit
Mr. Adams, exercisable beginni

10.19 Software Acquisition Agreement
among Qualcomm Incorporated, X
Xpress Enterprises, Inc., Patr
Information Management Solutio

10.20 Stock Purchase Agreement dated
the Company and Ken Frohlich f
of the capital stock of Nation
Mr. Frohlich, such stock const
outstanding capital stock of N
10.21 Asset Purchase Agreement with
10.22 Stock Purchase Agreement with

10.23 Credit Agreement with NationsB
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September 30, 1992 by and

Fuller for the acquisition by the

f Chattanooga Leasing, Inc. held by
uting all of the issued and
hattanooga Leasing, Inc.

Merger filed February 24,
nooga Leasing, Inc. was merged with
ht, Inc.

January 1, 1993 by and

. Quinn and the Company for
of the capital stock of

rs. Fuller and Quinn,

the issued and outstanding
Inc.

January 1, 1993 by and

. Quinn and the Company for

of the capital stock of U.S.

essrs. Fuller and Quinn, such stock
and outstanding capital stock of

March 10, 1994 by and

iller, Ill for the acquisition by

ck of Crown Transport Systems, Inc.
constituting 40% of the issued and
rown Transport Systems, Inc.

March 17, 1994 by and

. Quinn and Max L. Fuller for the
the capital stock of Crown

y Messrs. Quinn and Fuller, such
issued and outstanding capital
ms, Inc.

March 18, 1994 by and
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on the thirtieth day of March, 899

U.S. XPRESS ENTERPRISES, INC.

Dat e: March 30, 1998 By: /sl Ray M Harlin

Ray M Harlin
Chi ef Financial Oficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant in the capacities and on the dattisated.

SIGNATURE TI TLE DATE

/sl Patrick E. Quinn

Co-Chairman of th e Board of Directors, March 30, 1998
Patrick E. Quinn President and Tre asurer
/sl Max L. Fuller

Co-Chairman of th e Board of Directors, March 30, 1998
Max L. Fuller Vice President an d Secretary
/sl Ray M. Harlin

Executive Vice Pr esident of Finance and March 30, 1998
Ray M. Harlin Chief Financial O fficer (principal

financial and acc ounting officer)

/sl E. William Lusk, Jr.

Director and Exec utive Vice President of March 30, 1998
E. William Lusk, Jr. Marketing
/sl William K. Farris

Director and Exec utive Vice President  March 30, 1998
William K. Farris of Operations

/sl A. Alexander Taylor, Il
Director March 30, 1998

A. Alexander Taylor, I

/sl James B. Baker

Director March 30, 1998
James B. Baker
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EXHIBIT 22

SUBSIDIARIES OF U.S. XPRESS ENTERPRISES, INC.
FOR NINE-MONTH TRANSITION PERIOD ENDED DECEMBER 31, 1997

U.S. Xpress, Inc.
CSl/Crown, Inc.
JTI, Inc.
U.S. Xpress Leasing, Inc.

Xpress Air, Inc.



EXHIBIT 23
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cangehe incorporation of our reports included ifarorporated by reference) in this Form
10-K into the Company's previously filed RegiswatiStatements on Form S-8 (File No. 33- 91238, [Rde33-94878, File No. 33-99728 and
File No. 333-37795).

/'SI' ARTHUR ANDERSEN LLP

Chatt anooga, Tennessee

March 27, 1998
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