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March 27, 2013

(Date of Event which Requires Filing this Statement)

If the filing person has previously filed a statement on Schedule 13G to report the acquisition that is the subject of this Schedule 13D, and is
filing this schedule because of §§240.13d-1(e), 240.13d-1(f) or 240.13d-1(g), check the following box. ¨

NOTE: Schedules filed in paper format shall include a signed original and five copies of the schedule, including all exhibits. See §240.13d-7 for
other parties to whom copies are to be sent.

* The remainder of this cover page shall be filled out for a reporting person�s initial filing on this form with respect to the subject class of
securities, and for any subsequent amendment containing information which would alter disclosures provided in a prior cover page.

The information required on the remainder of this cover page shall not be deemed to be �filed� for the purpose of Section 18 of the Securities
Exchange Act of 1934 (�Exchange Act�) or otherwise subject to the liabilities of that section of the Exchange Act but shall be subject to all other
provisions of the Exchange Act (however, see the Notes).
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  (1) NAME OF REPORTING PERSON

Otter Creek Partners I, L. P.
  (2) CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a)  ¨        (b)  ¨

  (3) SEC USE ONLY

  (4) SOURCE OF FUNDS

WC
  (5) CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 2(d) OR 2(e)

    ¨

  (6) CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

  (7) SOLE VOTING POWER

0
  (8) SHARED VOTING POWER

1,020,337
  (9) SOLE DISPOSITIVE POWER

0
(10) SHARED DISPOSITIVE POWER

1,020,337
(11) AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
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1,020,337
(12) CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES  ¨

(See Instructions)
(13) PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

2.1%
(14) TYPE OF REPORTING PERSON

PN

- 2 -
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  (1) NAME OF REPORTING PERSON

Otter Creek International Ltd.
  (2) CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a)  ¨        (b)  ¨

  (3) SEC USE ONLY

  (4) SOURCE OF FUNDS

WC
  (5) CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 2(d) OR 2(e)

    ¨

  (6) CITIZENSHIP OR PLACE OF ORGANIZATION

British Virgin Islands

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

  (7) SOLE VOTING POWER

0
  (8) SHARED VOTING POWER

1,443,927
  (9) SOLE DISPOSITIVE POWER

0
(10) SHARED DISPOSITIVE POWER

1,443,927
(11) AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
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1,443,927
(12) CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES  ¨

(See Instructions)
(13) PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

3.0%
(14) TYPE OF REPORTING PERSON

CO

- 3 -
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  (1) NAME OF REPORTING PERSON

Otter Creek Management, Inc.
  (2) CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a)  ¨        (b)  ¨

  (3) SEC USE ONLY

  (4) SOURCE OF FUNDS

AF
  (5) CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 2(d) OR 2(e)

    ¨

  (6) CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

  (7) SOLE VOTING POWER

0
  (8) SHARED VOTING POWER

2,464,264
  (9) SOLE DISPOSITIVE POWER

0
(10) SHARED DISPOSITIVE POWER

2,464,264
(11) AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
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2,464,264
(12) CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES  ¨

(See Instructions)
(13) PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

5.1%
(14) TYPE OF REPORTING PERSON

CO

- 4 -
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  (1) NAME OF REPORTING PERSON

R. Keith Long
  (2) CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a)  ¨        (b)  ¨

  (3) SEC USE ONLY

  (4) SOURCE OF FUNDS

AF
  (5) CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 2(d) OR 2(e)

    ¨

  (6) CITIZENSHIP OR PLACE OF ORGANIZATION

United States

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

  (7) SOLE VOTING POWER

0
  (8) SHARED VOTING POWER

2,464,264
  (9) SOLE DISPOSITIVE POWER

0
(10) SHARED DISPOSITIVE POWER

2,464,264
(11) AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
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2,464,264
(12) CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES  ¨

(See Instructions)
(13) PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

5.1%
(14) TYPE OF REPORTING PERSON

IN

- 5 -

Edgar Filing: FLOW INTERNATIONAL CORP - Form SC 13D/A

10



This Amendment No. 2 to Schedule 13D amends the Schedule 13D filed on August 12, 2011, as amended March 21, 2012 (the �Original
Statement�, and as amended by this Amendment No. 2, this �Schedule 13D�) and is being filed pursuant to Rule 13d-2(a) under the Securities
Exchange Act of 1934, as amended (the �Exchange Act�), on behalf of Otter Creek Partners I, L.P., a Delaware limited partnership (the �Domestic
Fund�), Otter Creek International, Ltd., a British Virgin Islands international business company (the �Offshore Fund�), Otter Creek Management,
Inc., a Delaware corporation (the �Management Company�) and R. Keith Long, an individual (�Mr. Long� and, together with the Domestic Fund, the
Offshore Fund and the Management Company, the �Reporting Persons�).

This Schedule 13D relates to the common stock, par value $0.01 per share, of Flow International Corporation, a Washington corporation (the
�Issuer�), which has principal executive offices located at 23500 64th Avenue South, Kent, Washington 98032. Unless the context otherwise
requires, references herein to the �Common Stock� are to such Common Stock of the Issuer. The Management Company is the sole general partner
of the Domestic Fund and the investment adviser to the Domestic Fund and the Offshore Fund (collectively, the �Funds�). The Funds directly own
the Common Stock to which this Schedule 13D relates, and the Reporting Persons may be deemed to have beneficial ownership over such
Common Stock by virtue of the authority granted to them by the Funds to vote and to dispose of the securities held by the Funds, including the
Common Stock.

Item 4. Purpose of Transaction.
Item 4 of the Original Statement is hereby supplemented as follows: On March 27, 2013, the Funds sent a letter to the Board of Directors of the
Issuer urging that the Issuer explore strategic options, including a sale of the company. A copy of the letter is filed as Exhibit 99.2 to this
Schedule 13D.

Item 5. Interest in Securities of the Issuer.
Item 5 of the Original Statement is hereby amended and restated in its entirety as follows:

(a) The following table sets forth the aggregate number and the percentage of outstanding shares of Common Stock that the Reporting
Persons beneficially owned as of March 27, 2013.

Name

Shares of Common
Stock

Beneficially
Owned

Percentage of Shares of
Common Stock

Beneficially
Owned (1)

The Domestic Fund 1,020,337 2.1% 
The Offshore Fund 1,443,927 3.0% 
The Management Company 2,464,264(2) 5.1% 
R. Keith Long 2,464,264(2) 5.1% 

The Reporting Persons, as a group 2,464,264 5.1% 

- 6 -
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(1) Based on 48,423,308 shares of Common Stock reported outstanding by the Issuer as of February 26, 2013 in its Quarterly Report on Form
10-Q for the period ended January 31, 2013.

(2) Each of the Management Company and R. Keith Long disclaims beneficial ownership of the shares of Common Stock held by the Funds,
except to the extent of its or his pecuniary interest therein and this statement shall not be deemed an admission that the Management
Company or R. Keith Long is the beneficial owner of such shares for purposes of Section 13 of the Securities Exchange Act of 1934, as
amended, or any other purpose.

(b) The Management Company and Mr. Long share voting and dispositive power with respect to the 2,464,264 shares of Common Stock
held directly by the Funds. The Management Company, Mr. Long and the Domestic Fund share voting and dispositive power with
respect to the 1,020,337 shares of Common Stock held directly by the Domestic Fund. The Management Company, Mr. Long and
the Offshore Fund share voting and dispositive power with respect to the 1,443,927 shares of Common Stock held directly by the
Offshore Fund.

(c) Since January 26, 2013, the Reporting Persons acquired and disposed of shares of Common Stock as set forth below. All such shares
were acquired through brokers� transactions.

Transactions by the Domestic Fund

Trade Date Number of Shares Price Per Share Transaction
1/21/2013 20,000 $ 3.8899 Sold
3/21/2013 25,000 3.44 Bought
3/21/2013 9,126 3.4624 Bought
3/22/2013 7,371 3.5331 Bought

Transactions by the Offshore Fund

Trade Date Number of Shares Price Per Share Transaction
1/23/2013 30,000 $ 3.8899 Sold
2/26/2013 1,700 3.8819 Sold
2/27/2013 1,806 3.8825 Sold
3/5/2013 7,227 3.8019 Sold
3/11/2013 6,500 3.7619 Sold

(d) Other than the Funds which directly hold the shares of Common Stock, and except as set forth in this Item 5, no person is known to
have the right to receive or the power to direct the receipt of dividends from, or the proceeds from the sale of, the shares of Common
Stock.

(e) Not applicable.

- 7 -
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Item 7. Material to Be Filed as Exhibits.

99.1 Joint Filing Agreement and Power of Attorney dated August 12, 2011 among the Reporting Persons (previously filed).

99.2 Letter dated March 27, 2013.

- 8 -
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SIGNATURES

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth in this statement is true, complete
and correct.

Dated: March 27, 2013

OTTER CREEK PARTNERS I, L.P.

By: Otter Creek Management, Inc.,
its general partner

By: /s/ R. Keith Long
R. Keith Long, President

OTTER CREEK INTERNATIONAL, LTD.

By: /s/ R. Keith Long
R. Keith Long, Director

OTTER CREEK MANAGEMENT, INC.

By: /s/ R. Keith Long
R. Keith Long, Chief Executive Officer

R. KEITH LONG

R. Keith Long
R. Keith Long

- 9 -

ongoing driver efficiency and safety programs. An increase in driver turnover can have a negative impact on our
results of operations.

Independent contractors are utilized through a contract with us to supply one or more tractors and drivers for our use.
Independent contractors must pay their own tractor expenses, fuel, maintenance, and driver costs and must meet our
specified guidelines with respect to safety. A lease-purchase program offered through third party financing sources
provides independent contractors the opportunity to lease-to-own a tractor. As of June 30, 2008, there were 216
independent contractors providing a combined 7.4% of our tractor capacity.

Revenue Equipment

Our equipment strategy is to utilize late-model tractors and high-capacity trailers, actively manage equipment
throughout its life cycle, and employ a comprehensive service and maintenance program.

We have determined that the average annual cost of maintenance and tires for tractors in our fleet rises substantially
after the first three years due to a combination of greater wear and tear and the expiration of some warranty coverages.
We believe these costs rise late in the trade cycle for our trailers as well. We anticipate that we will achieve ongoing
savings in maintenance and tire expense by replacing tractors and trailers more often. In addition, we believe
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operating newer equipment will enhance our driver recruiting and retention efforts. Accordingly, we seek to manage
our tractor trade cycle at approximately three years and our trailer trade cycle at approximately seven years.

The average age of our owned and leased tractors and trailers was approximately 1.8 and 4.1 years, respectively, at
June 30, 2008. We utilize a comprehensive maintenance program to minimize downtime and control maintenance
costs. Centralized purchasing of spare parts and tires, and centralized control of over-the-road repairs are also used to
control costs.

Fuel

We purchase the majority of our fuel through a network of over 700 fuel stops throughout the United States and
Canada. We have negotiated discounted pricing based on certain volume commitments with these fuel stops. We
maintain bulk-fueling facilities in Indianapolis, Laredo, and Kitchener, Ontario to further reduce fuel costs.

Shortages of fuel, increases in prices, or rationing of petroleum products can have a materially adverse effect on our
operations and profitability. Fuel is subject to economic, political, climatic, and market factors that are outside of our
control. We have historically been able to recover a majority of high fuel prices from customers in the form of fuel
surcharges. However, a portion of the fuel expense increase is not recovered due to several factors, including the base
fuel price levels, which determine when surcharges are collected, truck idling, empty miles between freight shipments,
and out-of-route miles. We cannot predict whether high fuel price levels will occur in the future or the extent to which
fuel surcharges will be collected to offset such increases.

Stock Splits

On January 18, 2006, the Board of Directors approved a three-for-two stock split, effected in the form of a fifty
percent (50%) stock dividend. The stock split distribution date was February 15, 2006, to stockholders of record as of
the close of business on February 1, 2006.

On May 4, 2006, the Board of Directors approved a second three-for-two stock split, effected in the form of a fifty
percent (50%) stock dividend. The second stock split distribution date was June 15, 2006, to stockholders of record as
of the close of business of June 1, 2006.

Unless otherwise indicated, all share and per share amounts have been adjusted to give retroactive effect to these stock
splits.

7
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Regulation

Our operations are regulated and licensed by various United States federal and state, Canadian provincial, and
Mexican federal agencies. Interstate motor carrier operations are subject to safety requirements prescribed by the
United States Department of Transportation ("DOT"). Such matters as weight and equipment dimensions are also
subject to United States federal and state regulation and Canadian provincial regulations. We operate in the United
States throughout the 48 contiguous states pursuant to operating authority granted by the Federal Highway
Administration, in various Canadian provinces pursuant to operating authority granted by the Ministries of
Transportation and Communications in such provinces, and within Mexico pursuant to operating authority granted by
Secretaria de Communiciones y Transportes. To the extent that we conduct operations outside the United States, we
are subject to the Foreign Corrupt Practices Act, which generally prohibits United States companies and their
intermediaries from bribing foreign officials for the purpose of obtaining or retaining favorable treatment.

New rules that limit driver hours-of-service were adopted by the DOT, through the Federal Motor Carrier Safety
Administration ("FMCSA"), effective January 4, 2004, and then modified effective October 1, 2005 (the "2005
Rules"). On July 24, 2007, a federal appeals court vacated portions of the 2005 Rules. Two of the key portions vacated
by the court include the expansion of the driving day from 10 hours to 11 hours, and the "34 hour restart" requirement
that drivers must have a break of at least 34 consecutive hours during each week. The court indicated that, in addition
to other reasons, it vacated these two portions of the 2005 Rules because FMCSA failed to provide adequate data
supporting its decision to increase the driving day and provide for the 34-hour restart.  Following a request by
FMCSA for a 12-month extension of the vacated rules, the court, in an order filed on September 28, 2007, granted a
90-day stay of the mandate and directed that issuance of its ruling be withheld until December 27, 2007, to allow
FMCSA time to prepare its response.  On December 17, 2007, FMCSA submitted an interim final rule, which became
effective December 27, 2007 (the "Interim Rule").  The Interim Rule retains the 11 hour driving day and the 34-hour
restart, but provides greater statistical support and analysis regarding the increased driving time and the 34-hour
restart.  We understand that FMCSA expects to publish a final rule later in 2008.  As the Interim Rule appears to be
very similar to the one struck down by the federal appeals court in July of 2007, advocacy groups may challenge the
Interim Rule.  

On January 23, 2008, the federal appeals court denied an advocacy group's motion to invalidate the Interim Rule;
though additional challenges to the Interim Rule are possible.  If further challenges occur, a court's decision to strike
down the Interim Rule could have varying effects, as reducing driving time to 10 hours daily may reduce productivity
in some lanes, while eliminating the 34-hour restart could enhance productivity in certain instances.  On the whole,
however, we believe a court's decision to strike down the Interim Rule would decrease productivity and cause some
loss of efficiency, as drivers and shippers may need to be retrained, computer programming may require
modifications, additional drivers may need to be employed or engaged, additional equipment may need to be acquired,
and some shipping lanes may need to be reconfigured.  We are also unable to predict the effect of any new rules that
might be proposed, but any such proposed rules could increase costs in our industry or decrease productivity.

Our operations are subject to various federal, state, and local environmental laws and regulations, implemented
principally by the Environmental Protection Agency ("EPA") and similar state regulatory agencies, governing the
management of hazardous wastes, other discharge of pollutants into the air and surface and underground waters, and
the disposal of certain substances. We do not believe that compliance with these regulations has a material effect on
our capital expenditures, earnings, and competitive position.

In addition, the engines used in our newer tractors are subject to emissions control regulations issued by the EPA. The
regulations require progressive reductions in exhaust emissions from diesel engines for 2007 through
2010. Compliance with such regulations has increased the cost of our new tractors and could impair equipment
productivity, lower fuel mileage, and increase our operating expenses. These adverse effects combined with the
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uncertainty as to the reliability of the vehicles equipped with the newly designed diesel engines and the residual values
realized from the disposition of these vehicles could increase our costs or otherwise adversely affect our business or
operations. Some manufacturers have significantly increased new equipment prices, in part to meet new engine design
requirements.

8
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Cargo Liability, Insurance, and Legal Proceedings

We are a party to routine litigation incidental to our business, primarily involving claims for bodily injury or property
damage incurred in the transportation of freight. We are responsible for the safe delivery of cargo. We have increased
the self-insured retention portion of our insurance coverage for most claims significantly over the past several years.
Effective July 1, 2008, we renewed our auto liability policy for two years, self-insuring for personal injury and
property damage claims for amounts up to $1.5 million per occurrence. Management believes our uninsured exposure
is reasonable for the transportation industry, based on previous history.

We are also responsible for administrative expenses, for each occurrence involving personal injury or property
damage. We are also self-insured for the full amount of all our physical damage losses, for workers' compensation
losses up to $1.5 million per claim, and for cargo claims up to $100,000 per shipment, except for a few transportation
contracts in which a higher retention may apply. Subject to these self-insured retention amounts, our current workers'
compensation policy provides coverage up to a maximum per claim amount of $10.0 million, and our current cargo
loss and damage coverage provides coverage up to $1.0 million per shipment. We maintain separate insurance in
Mexico consisting of bodily injury and property damage coverage with acceptable deductibles. Management believes
our uninsured exposure is reasonable for the transportation industry, based on previous history.

There are various claims, lawsuits, and pending actions against us and our subsidiaries that arise in the normal course
of business. We believe many of these proceedings are covered in whole or in part by insurance and that none of these
matters will have a materially adverse effect on our consolidated financial position or results of operations in any
given period.

Seasonality

We have substantial operations in the Midwestern and Eastern U.S. and Canada. In those geographic regions, our
tractor productivity may be adversely affected during the winter season because inclement weather may impede our
operations. Moreover, some shippers reduce their shipments during holiday periods as a result of curtailed operations
or vacation shutdowns. At the same time, operating expenses generally increase, with fuel efficiency declining
because of engine idling and harsh weather creating higher accident frequency, increased claims, and more equipment
repairs.

Internet Website

We maintain an Internet website where additional information concerning our business can be found. The address of
that website is www.celadontrucking.com. All of our reports filed with or furnished to the Securities and Exchange
Commission ("SEC") pursuant to Section 13(a) or 15(d) of the Exchange Act, including our annual report on Form
10-K, quarterly reports on Form 10-Q, or current reports on Form 8-K, and amendments thereto are made available
free of charge on or through our Internet website as soon as reasonably practicable after such reports are electronically
filed with or furnished to the SEC. Information contained on our website is not incorporated into this Annual Report
on Form 10-K, and you should not consider information contained on our website to be part of this report.

Item 1A.        Risk Factors

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

Our business is subject to general economic and business factors that are largely out of our control, any of which
could have a materially adverse effect on our operating results.
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Our business is dependent on a number of factors that may have a materially adverse effect on our results of
operations, many of which are beyond our control. Some of the most significant of these factors include excess tractor
and trailer capacity in the trucking industry, declines in the resale value of used equipment, strikes or work stoppages,
or work slow downs at our facilities or at customer, port, border crossing, or other shipping related facilities, increases
in interest rates, fuel taxes, tolls, and license and registration fees, rising costs of healthcare, and fluctuations in
foreign exchange rates.

9
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We are also affected by recessionary economic cycles, changes in customers' inventory levels, and downturns in
customers' business cycles, particularly in market segments and industries, such as retail and manufacturing, where we
have a significant concentration of customers, and regions of the country, such as Texas and the Midwest, where we
have a significant amount of business. Economic conditions may adversely affect our customers and their ability to
pay for our services. Customers encountering adverse economic conditions represent a greater potential for loss and
we may be required to increase our allowance for doubtful accounts. These economic conditions may adversely affect
our ability to execute our strategic plan.

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

Ongoing insurance and claims expenses could significantly affect our earnings.

Our future insurance and claims expenses may exceed historical levels, which could reduce our earnings. We
self-insure for a significant portion of our claims exposure, which could significantly increase the volatility of, and
decrease the amount of, our earnings. We currently accrue amounts for liabilities based on our assessment of claims
that arise and our insurance coverage for the periods in which the claims arise. In general, for casualty claims for fiscal
2008, we were self-insured for the first $2.5 million of each personal injury and property damage claim and the first
$100,000 of each cargo claim. Effective July 1, 2008, we renewed our auto liability policy for two years, self-insuring
for personal injury and property damage claims for amounts up to $1.5 million per occurrence. We are also
responsible for a pro rata portion of legal expenses relating to personal injury, property damage, and cargo claims. We
maintain a workers' compensation plan and group medical plan for our employees with a deductible amount of $1.5
million for each workers' compensation claim and stop loss amount of $175,000 for each group medical claim.
Because of our significant self-insured retention amounts, we have significant exposure to fluctuations in the number
and severity of claims.

We maintain insurance above the amounts for which we self-insure with licensed insurance carriers. Our insurance
and claims expense could increase when our current coverage expires or we could raise our self-insured retention.
Although we believe our aggregate insurance limits are sufficient to cover reasonably expected claims, it is possible
that one or more claims could exceed those limits. If insurance carriers raise our premiums, our insurance and claims
expense could increase, or we could find it necessary to again raise our self-insured retention or decrease our
aggregate coverage limits when our policies are renewed or replaced. Our operating results and financial condition
could be materially and adversely affected if these expenses increase, if we experience a claim in excess of our
coverage limits, or if we experience a claim for which we do not have coverage.

Ongoing insurance requirements could constrain our borrowing capacity. At June 30, 2008, our revolving line of
credit had a maximum borrowing limit of $70.0 million, outstanding borrowings of $43.1 million, and outstanding
letters of credit of $4.5 million. Our borrowings may increase if we do acquisitions or finance more of our equipment
under our revolving line of credit. Outstanding letters of credit with certain financial institutions reduce the available
borrowings under our revolving line of credit, which could negatively affect our liquidity should we need to increase
our borrowings in the future. In addition, ongoing insurance requirements could constrain our borrowing capacity.

We operate in a highly competitive and fragmented industry and our business may suffer if we are unable to
adequately address downward pricing pressures and other results of competition.
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Numerous competitive factors could impair our ability to maintain or improve our current profitability. These factors
include the following:

· We compete with many other truckload carriers of varying sizes and, to a
lesser extent, with less-than-truckload carriers, railroads, and other
transportation companies, many of which have more equipment and greater
capital resources than we do.

10
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· Many of our competitors periodically reduce their freight rates to gain
business, especially during times of reduced growth rates in the economy,
which may limit our ability to maintain or increase freight rates or maintain
significant growth in our business.

· Many customers reduce the number of carriers they use by selecting so-called
"core carriers" as approved service providers, and in some instances we may
not be selected.

· Many customers periodically accept bids from multiple carriers for their
shipping needs, and this process may depress freight rates or result in the loss
of some business to competitors.

· The trend toward consolidation in the trucking industry may create other large
carriers with greater financial resources and other competitive advantages
relating to their size.

· Advances in technology require increased investments to remain competitive,
and our customers may not be willing to accept higher freight rates to cover
the cost of these investments.

· Competition from non-asset-based logistics and freight brokerage companies
may adversely affect our customer relationships and freight rates.

· Economies of scale that may be passed on to smaller carriers by procurement
aggregation providers may improve their ability to compete with us.

We derive a significant portion of our revenue from our major customers, the loss of one or more of which could have
a materially adverse effect on our business.

A significant portion of our revenue is generated from our major customers. For 2008, our top 25 customers, based on
revenue, accounted for approximately 29% of our revenue, and our top 10 customers, approximately 18% of our
revenue. We do not expect these percentages to change materially for 2009. Generally, we do not have long term
contractual relationships with our major customers, and we cannot assure you that our customers will continue to use
our services or that they will continue at the same levels. For some of our customers, we have entered into multi-year
contracts and we cannot be assured that the rates will remain advantageous. A reduction in or termination of our
services by one or more of our major customers could have a materially adverse effect on our business and operating
results.

Increases in driver compensation or difficulty in attracting and retaining drivers could affect our profitability and
ability to grow.

The trucking industry experiences substantial difficulty in attracting and retaining qualified drivers, including
independent contractors. Because of the shortage of qualified drivers, the availability of alternative jobs, and intense
competition for drivers from other trucking companies, we expect to continue to face difficulty increasing the number
of our drivers, including independent contractor drivers. The compensation we offer our drivers and independent
contractors is subject to market conditions, and we may find it necessary to increase driver and independent contractor
compensation in future periods. In addition, the Company suffers from a high turnover rate of drivers; although our

Edgar Filing: FLOW INTERNATIONAL CORP - Form SC 13D/A

22



turnover rate is lower than the industry average. A high turnover rate requires us to continually recruit a substantial
number of drivers in order to operate existing revenue equipment. If we are unable to continue to attract and retain a
sufficient number of drivers and independent contractors, we could be required to adjust our compensation packages,
let trucks sit idle, or operate with fewer trucks and face difficulty meeting shipper demands, all of which would
adversely affect our growth and profitability.
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Our revenue growth may not continue at historical rates, which could adversely affect our stock price.

We experienced significant growth in revenue between 2002 and 2008. There can be no assurance that our revenue
growth rate will continue at historical levels or that we can effectively adapt our management, administrative, and
operational systems to respond to any future growth. We can provide no assurance that our operating margins will not
be adversely affected by expansion of our business or by changes in economic conditions. Slower or less profitable
growth could adversely affect our stock price.

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

Our operations are regulated and licensed by various U.S., Canadian, and Mexican agencies. Our company drivers and
independent contractors also must comply with the safety and fitness regulations of the United States DOT, including
those relating to drug and alcohol testing and hours-of-service. Such matters as weight and equipment dimensions are
also subject to U.S. and Canadian regulations. We also may become subject to new or more restrictive regulations
relating to fuel emissions, drivers' hours-of-service, ergonomics, or other matters affecting safety or operating
methods. Other agencies, such as the Environmental Protection Agency, or EPA, and the Department of Homeland
Security, or DHS, also regulate our equipment, operations, and drivers. Future laws and regulations may be more
stringent and require changes in our operating practices, influence the demand for transportation services, or require us
to incur significant additional costs. Higher costs incurred by us or by our suppliers who pass the costs onto us through
higher prices could adversely affect our results of operations.

The DOT, through the FMCSA, imposes safety and fitness regulations on us and our drivers.  On July 24, 2007, a
federal appeals court vacated portions of the existing rules relating to drivers' hours of service. Two of the key
portions that were vacated include the expansion of the driving day from 10 hours to 11 hours, and the "34 hour
restart" requirement that drivers must have a break of at least 34 consecutive hours during each week. Following a
request by FMCSA for a 12-month extension of the vacated rules, the court, in an order filed on September 28, 2007,
granted a 90-day stay of the mandate and directed that issuance of the its ruling be withheld until December 27, 2007,
to allow FMSCA time to prepare its response.  On December 17, 2007, FMCSA submitted the Interim Rule, which
became effective December 27, 2007.  The Interim Rule retains the 11 hour driving day and the 34-hour restart, but
provides greater statistical support and analysis regarding the increased driving time and the 34-hour restart.  We
understand that FMCSA expects to publish a final rule later in 2008.  As the Interim Rule appears to be very similar to
the one struck down by the federal appeals court in July of 2007, advocacy groups may challenge the Interim
Rule.  On January 23, 2008, the federal appeals court denied an advocacy group's motion to invalidate the Interim
Rule; though additional challenges to the Interim Rule are possible.  If further challenges occur, a court's decision to
strike down the Interim Rule could have varying effects, as reducing driving time to 10 hours daily may reduce
productivity in some lanes, while eliminating the 34-hour restart could enhance productivity in certain instances.  On
the whole, however, we believe a court's decision to strike down the Interim Rule would decrease productivity and
cause some loss of efficiency, as drivers and shippers may need to be retrained, computer programming may require
modifications, additional drivers may need to be employed or engaged, additional equipment may need to be acquired,
and some shipping lanes may need to be reconfigured.  We are also unable to predict the effect of any new rules that
might be proposed, but any such proposed rules could increase costs in our industry or decrease productivity.

The FMCSA also is studying rules relating to braking distance and on-board data recorders that could result in new
rules being proposed. We are unable to predict the effect of any rules that might be proposed, but we expect that any
such proposed rules would increase costs in our industry, and the on-board recorders potentially could decrease
productivity and the number of people interested in being drivers.
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On December 26, 2007 the FMCSA published a Notice of Proposed Rulemaking ("NPRM") in the Federal Register
regarding minimum requirements for entry level driver training.  Under the proposed rule, an applicant for a
commercial driver's license ("CDL") would be required to present a valid driver training certificate obtained from an
accredited institution or program.  Entry-level drivers applying for a Class A CDL would be required to complete a
minimum of 120 hours of training, consisting of 76 classroom hours and 44 driving hours.  The current regulations do
not require a minimum number of training hours and require only classroom education.  Drivers who obtain their first
CDL during the three-year period after the FMCSA issues a final rule would be exempt.  Comments on the NPRM
were to be received by March 25, 2008, but were extended to May 23, 2008.  If the NPRM is approved as written, this
rule could materially impact the number of potential new drivers entering the industry and, accordingly negatively
impact our results of operations.
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Federal, state, and municipal authorities have implemented and continue to implement various security measures,
including checkpoints and travel restrictions on large trucks. These regulations also could complicate the matching of
available equipment with hazardous material shipments, thereby increasing our response time on customer orders and
our non-revenue miles. As a result, it is possible we may fail to meet the needs of our customers or may incur
increased expenses to do so. These security measures could negatively impact our operating results.

Some states and municipalities have begun to restrict the locations and amount of time where diesel-powered tractors,
such as ours, may idle, in order to reduce exhaust emissions. These restrictions could force us to alter our drivers'
behavior, purchase on-board power units that do not require the engine to idle, or face a decrease in productivity.

We have significant ongoing capital requirements that could affect our profitability if we are unable to generate
sufficient cash from operations and obtain financing on favorable terms.

The truckload industry is capital intensive, and our policy of operating newer equipment requires us to expend
significant amounts annually. If we elect to expand our fleet in future periods, our capital needs would increase. We
expect to pay for projected capital expenditures with operating leases of revenue equipment, cash flows from
operations, and borrowings under our line of credit. If we are unable to generate sufficient cash from operations and
obtain financing on favorable terms in the future, we may have to limit our growth, enter into less favorable financing
arrangements, or operate our revenue equipment for longer periods, any of which could have a materially adverse
effect on our profitability.

We currently have lease residual value guarantees of approximately $67.1 million, substantially all of which are not
covered by trade-in or fixed residual agreements with the equipment suppliers. We are exposed to decreases in the
resale value of our used equipment and we have increased exposure to issues on the significant percentage of our fleet
not covered by manufacturer commitments which could have a materially adverse effect on our results of operations.

Fluctuations in the price or availability of fuel, as well as hedging activities, surcharge collection, and the volume and
terms of diesel fuel purchase commitments may increase our cost of operation, which could materially and adversely
affect our profitability.

Fuel is one of our largest operating expenses. Diesel fuel prices fluctuate greatly due to economic, political, climatic,
and other factors beyond our control. Fuel is also subject to regional pricing differences and often costs more on the
West Coast, where we have significant operations. From time-to-time we have used fuel surcharges, hedging
contracts, and volume purchase arrangements to attempt to limit the effect of price fluctuations. Although we seek to
recover a portion of the short-term increases in fuel prices from customers through fuel surcharges, these
arrangements do not fully offset the increase in the cost of diesel fuel and also may result in us not receiving the full
benefit of any fuel price decreases. We currently do not have any fuel hedging contracts in place. If we do hedge, we
may be forced to make cash payments under the hedging arrangements. Based on current market conditions we have
decided to limit our hedging and purchase commitments, but we continue to evaluate such measures. The absence of
meaningful fuel price protection through these measures, fluctuations in fuel prices, or a shortage of diesel fuel, could
materially and adversely affect our results of operations.

We may not make acquisitions in the future, or if we do, we may not be successful in our acquisition strategy.

We have made eleven acquisitions since 1995. Accordingly, acquisitions have provided a substantial portion of our
growth. There is no assurance that we will be successful in identifying, negotiating, or consummating any future
acquisitions. If we fail to make any future acquisitions, our growth rate could be materially and adversely affected.
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Any acquisitions we undertake could involve the dilutive issuance of equity securities and/or incurring indebtedness.
In addition, acquisitions involve numerous risks, including difficulties in assimilating the acquired company's
operations, the diversion of our management's attention from other business concerns, risks of entering into markets in
which we have had no or only limited direct experience, and the potential loss of customers, key employees, and
drivers of the acquired company, all of which could have a materially adverse effect on our business and operating
results. If we make acquisitions in the future, we cannot assure you that we will be able to successfully integrate the
acquired companies or assets into our business.

If we cannot effectively manage the challenges associated with doing business internationally, our revenues and
profitability may suffer.

Our success is dependent upon the success of our operations in Mexico and Canada, and we are subject to risks of
doing business internationally, including fluctuations in foreign currencies, changes in the economic strength of the
countries in which we do business, difficulties in enforcing contractual obligations and intellectual property rights,
burdens of complying with a wide variety of international and United States export and import laws, and social,
political, and economic instability. Additional risks associated with our foreign operations, including restrictive trade
policies and imposition of duties, taxes, or government royalties by foreign governments, are present but largely
mitigated by the terms of NAFTA.

Increased prices, reduced productivity, and restricted availability of new revenue equipment may adversely affect our
earnings and cash flows.

We have experienced higher prices for new tractors over the past few years, partially as a result of government
regulations applicable to newly manufactured tractors and diesel engines, in addition to higher commodity prices and
better pricing power among equipment manufacturers. More restrictive Environmental Protection Agency, or EPA,
emissions standards that went into effect in 2007 and emission standards that will take effect in 2010 are more
stringent than prior standards and will require vendors to introduce new engines. Our business could be harmed if we
are unable to continue to obtain an adequate supply of new tractors and trailers for these or other reasons. As a result,
we expect to continue to pay increased prices for equipment and incur additional expenses and related financing costs
for the foreseeable future. Furthermore, the new engines are expected to reduce equipment efficiency and lower fuel
mileage and, therefore, increase our operating expenses.

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

In addition to direct regulation by the DOT and other agencies, we are subject to various environmental laws and
regulations dealing with the hauling and handling of hazardous materials, fuel storage tanks, air emissions from our
vehicles and facilities, and discharge and retention of storm water. We operate in industrial areas, where truck
terminals and other industrial activities are located, and where groundwater or other forms of environmental
contamination have occurred. Our operations involve the risks of fuel spillage or seepage, environmental damage, and
hazardous waste disposal, among others. We also maintain underground bulk fuel storage tanks and fueling islands at
two of our facilities. A small percentage of our freight consists of low-grade hazardous substances, which subjects us
to a wide array of regulations. If we are involved in a spill or other accident involving hazardous substances, if there
are releases of hazardous substances we transport, or if we are found to be in violation of applicable laws or
regulations, we could be subject to liabilities that could have a materially adverse effect on our business and operating
results. If we should fail to comply with applicable environmental regulations, we could be subject to substantial fines
or penalties and to civil and criminal liability.
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If we are unable to retain our key employees, our business, financial condition, and results of operations could be
adversely affected.

We are highly dependent upon the services of certain key employees, including, but not limited to: Stephen Russell,
our Chairman of the Board and Chief Executive Officer; Chris Hines, our President and Chief Operating Officer; and
Paul Will, our Vice Chairman of the Board, Executive Vice President, and Chief Financial Officer. Although we have
an employment agreement with Mr. Russell and a separation agreement with Mr. Will, the loss of any of their services
or the services of Mr. Hines could negatively impact our operations and future profitability.
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Seasonality and the impact of weather affect our operations and profitability.

Our tractor productivity decreases during the winter season because inclement weather impedes operations, and some
shippers reduce their shipments after the winter holiday season. Revenue can also be affected by bad weather and
holidays, since revenue is directly related to available working days of shippers. At the same time, operating expenses
increase, with fuel efficiency declining because of engine idling and harsh weather creating higher accident frequency,
increased claims, and more equipment repairs. We could also suffer short-term impacts from weather-related events
such as hurricanes, blizzards, ice storms, and floods that could harm our results or make our results more volatile.
Weather and other seasonal events could adversely affect our operating results.

Our Board of Directors has authorized the repurchase of shares of our common stock under a stock repurchase
program.  The number of shares repurchased and the effects of repurchasing the shares may have an adverse effect on
debt, equity, and liquidity of the Company.

On October 24, 2007, the Company's Board of Directors authorized a stock repurchase program pursuant to which the
Company purchased 2,000,000 shares of the Company's common stock. On December 5, 2007, the Company
announced that it had purchased all of the shares of the Company's common stock previously authorized and that the
Company's Board of Directors authorized an additional stock repurchase program pursuant to which the Company
may purchase up to 2,000,000 additional shares of the Company's common stock through December 3, 2008.  As any
repurchases would likely be funded from cash flow from operations and/or possible borrowings under the Company's
Credit Agreement, such repurchasing of shares could reduce the amount of cash on hand or increase debt, and reduce
the Company's liquidity.

Item 1B.        Unresolved Staff Comments

None.

Item 2.           Properties

We operate a network of 16 terminal locations, including facilities in Laredo and El Paso, Texas, which are the two
largest inland freight gateway cities between the U.S. and Mexico. Our operating terminals currently are located in the
following cities:

United States Mexico Canada
Baltimore, MD (Leased) Guadalajara (Leased) Kitchener, ON (Leased)
Dallas, TX (Owned) Mexico City (Leased)
El Paso, TX (Owned) Monterrey (Leased)
Greensboro, NC (Leased) Nuevo Laredo (Leased)
Hampton, VA (Leased) Puebla (Leased)
Indianapolis, IN (Leased) Silao (Leased)
Laredo, TX (Owned and
Leased)
Richmond, VA (Leased)
Nashville, TN (Leased)

Our executive and administrative offices occupy four buildings located on 40 acres of property in Indianapolis,
Indiana. The Indianapolis, Laredo, and Kitchener terminals include administrative functions, lounge facilities for
drivers, parking, fuel, maintenance, and truck washing facilities. A portion of the Indianapolis facility is used for the
operations of Truckers B2B. All of our other owned and leased facilities are utilized exclusively by our transportation
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Item 3.           Legal Proceedings

See discussion under "Cargo Liability, Insurance, and Legal Proceedings" in Item 1, and Note 9 to the consolidated
financial statements, "Commitments and Contingencies."

Item 4.           Submission of Matters to a Vote of Security Holders

No matters were submitted for a vote of security holders, through the solicitation of proxies or otherwise, during the
quarter ended June 30, 2008.
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PART II

Item 5.           Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Price Range of Common Stock

Our common stock is listed on the NASDAQ Global Select Market under the symbol "CLDN." The following table
sets forth, for the periods indicated, the high and low sales price per share of our common stock as reported by
NASDAQ.

Fiscal 2007 High Low
Quarter ended September 30,
2006 $ 23.73 $ 14.66
Quarter ended December 31,
2006 $ 21.00 $ 16.08
Quarter ended March 31, 2007 $ 18.64 $ 14.92
Quarter ended June 30, 2007 $ 17.00 $ 15.38

Fiscal 2008
Quarter ended September 30,
2007 $ 18.22 $ 11.77
Quarter ended December 31,
2007 $ 11.45 $ 6.50
Quarter ended March 31, 2008 $ 11.61 $ 7.13
Quarter ended June 30, 2008 $ 11.68 $ 9.15

On July 22, 2008, there were 208 holders of our common stock based upon the number of record holders on that date.
However, we estimate our actual number of stockholders is much higher because a substantial number of our shares
are held of record by brokers or dealers for their customers in street names.

Dividend Policy

We have never paid a cash dividend on our common stock, and we do not expect to make or declare any cash
dividends in the foreseeable future. We currently intend to continue to retain earnings to finance the growth of our
business and reduce our indebtedness. Our ability to pay cash dividends is currently prohibited by restrictions
contained in our revolving credit facility. Future payments of cash dividends will depend on our financial condition,
results of operations, capital commitments, restrictions under our then-existing debt agreements, and other factors our
Board of Directors may consider relevant.

We recorded two stock dividends in fiscal 2006, reflected as three-for-two stock splits, each effected in the form of a
50% stock dividend paid on February 15, 2006 and June 15, 2006.

Stock Repurchase Programs

On October 24, 2007, the Company's Board of Directors authorized a stock repurchase program pursuant to which the
Company purchased 2,000,000 shares of the Company's common stock. On December 5, 2007, the Company
announced that it had purchased all of the shares of the Company's common stock previously authorized and that the
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Company's Board of Directors authorized an additional stock repurchase program pursuant to which the Company
may purchase up to 2,000,000 additional shares of the Company's common stock through December 3, 2008.  Shares
may be purchased in open market purchases, private transactions, or otherwise at such times and from time to time,
and at such prices and in such amounts as the Company believes appropriate and in the best interests of its
stockholders. The timing and volume of repurchases will vary depending on market conditions and other
factors.  Purchases may be commenced or suspended at any time without notice.
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Below is a summary of the Company's purchases of its common stock during the fiscal year ended June 30, 2008:

Period

(a) Total
Number of

Shares
Purchased

(b) Average
Price Paid

Per Share

(c) Total
Number
of Shares

Purchased as
Part

of Publicly
Announced

Plans
or Programs

(d) Maximum
Number of

Shares
that May Yet

Be
Purchased

Under
the Plans or
Programs

(at End of
Period)

Total first quarter fiscal 2008 0 N/A 0 0
Second quarter fiscal 2008
repurchases:
October 100,000 $ 8.22 100,000(1) 1,900,000(1)
November 1,900,000 $ 6.86 1,900,000(1) 0(1)
December 0 0 0(1)(2) 2,000,000(1)(2)
Total second quarter fiscal 2008 2,000,000 $ 6.92 2,000,000(2) 2,000,000(2)
Total third quarter fiscal 2008 0 N/A 0(2) 2,000,000(2)
Total fourth quarter fiscal 2008 0 N/A 0(2) 2,000,000(2)
Total fiscal 2008 2,000,000 $ 6.92 2,000,000(2) 2,000,000(2)

(1) A stock repurchase program was authorized by the Company's Board of Directors and
announced to the public on October 24, 2007.  Pursuant to this program, the Company
was authorized to purchase up to 2,000,000 shares of the Company's common stock in
open market or negotiated transactions through October 31, 2008.  All 2,000,000 shares
were repurchased prior to December 5, 2007.

(2) A second stock repurchase program was authorized by the Company's Board of
Directors and announced to the public on December 5, 2007.  Pursuant to this program,
the Company was authorized to purchase up to an additional 2,000,000 shares of the
Company's common stock in open market or negotiated transactions through December
3, 2008.  No shares have been repurchased by the Company pursuant to this second
stock repurchase program, but the program has not been terminated.
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Stock Performance Graph

Company/Index/Peer
Group 6/30/03 6/30/04 6/30/05 6/30/06 6/30/07 6/30/08
Celadon Group, Inc. $ 100.00 $ 194.28 $ 186.55 $ 547.41 $ 394.91 $ 248.12
NASDAQ Stock
Market (U.S.) $ 100.00 $ 129.09 $ 127.97 $ 136.00 $ 164.15 $ 142.67
NASDAQ Trucking
& Transportation $ 100.00 $ 127.08 $ 147.72 $ 201.41 $ 217.11 $ 184.39
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Item 6.           Selected Financial Data

The statements of operations data and balance sheet data presented below have been derived from our consolidated
financial statements and related notes thereto. The information set forth below should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations" and our consolidated
financial statements and related notes thereto.

2008 2007 2006 2005 2004 
(in thousands, except per share data and operating data)

Statements of Operations Data:
Freight revenue(1) $ 457,482 $ 433,012 $ 414,465 $ 399,656 $ 382,918
Fuel surcharge revenue 108,413 69,680 65,729 37,107 15,005
Total revenue 565,895 502,692 480,194 436,763 397,923
Operating expense(2) 547,097 462,592 445,966 413,355 390,852
Operating income(2) 18,798 40,100 34,228 23,408 7,071
Interest expense, net 4,922 3,511 780 1,418 3,723
Other expense (income) 193 109 34 13 180
Income before income taxes 13,683 36,480 33,414 21,977 3,168
Provision for income taxes 7,147 14,228 12,866 9,397 3,443
Net income (loss)(2) $ 6,536 $ 22,252 $ 20,548 $ 12,580 $ (275)
Diluted earnings (loss) per share(2)(3) $ 0.29 $ 0.94 $ 0.88 $ 0.55 $ (0.02)
Weighted average diluted shares
outstanding(3) 22,617 23,698 23,386 23,013 17,969

Balance Sheet Data (at end of period):
Net property and equipment $ 206,199 $ 207,499 $ 91,267 $ 57,545 $ 61,801
Total assets 329,335 306,913 190,066 160,508 151,310
Long-term debt, revolving lines of credit, and
capital lease obligations, including current
maturities 102,506 94,642 12,023 7,344 14,494
Stockholders' equity 143,852 147,320 121,427 98,491 82,830

Operating Data:
For period(4): 
Average revenue per loaded mile(5) $ 1.503 $ 1.534 $ 1.491 $ 1.424 $ 1.322
Average revenue per total mile(5) $ 1.348 $ 1.380 $ 1.367 $ 1.316 $ 1.225
Average revenue per tractor per week(5) $ 2,717 $ 2,790 $ 2,948 $ 2,841 $ 2,723
Average length of haul 935 960 1,004 995 994
At end of period:
Total tractors(6) 2,929 3,016 2,732 2,570 2,531
Average age of company tractors (in years) 1.8 1.6 2.0 1.9 2.1
Total trailers(6) 9,052 7,843 7,630 7,468 6,966
Average age of company trailers (in years) 4.1 3.8 3.5 3.6 4.6
__________________________

(1) Freight revenue is total revenue less fuel surcharges.
(2) Includes a $9.8 million pretax impairment charge relating to the disposition of our

approximately 1,600 remaining 48-foot trailers, in the year ended June 30, 2004.
(3)
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Earnings per share amounts and weighted average number of shares outstanding have
been adjusted to give retroactive effect to two three-for-two stock splits effected in the
form of a 50% stock dividend paid on February 15, 2006 and June 15, 2006.

(4) Unless otherwise indicated, operating data and statistics presented in this table and
elsewhere in this report are for our truckload revenue and operations and exclude
revenue and operations of TruckersB2B; our Mexican subsidiary, Servicio de
Transportation Jaguar, S.A. de C.V. ("Jaguar"); and our less-than truckload, local
trucking (or "shuttle"), brokerage, and logistics.

(5) Excludes fuel surcharges.
(6) Total fleet, including equipment operated by our Mexican subsidiary, Jaguar.
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Item 7.           Management's Discussion and Analysis of Financial Condition and Results of Operations

Recent Results and Fiscal Year-End Financial Condition

For the fiscal year ended June 30, 2008, total revenue increased 12.6%, to $565.9 million from $502.7 million during
fiscal 2007. Freight revenue, which excludes revenue from fuel surcharges, increased 5.7%, to $457.5 million in fiscal
2008 from $433.0 million in 2007. We generated net income of $6.5 million, or $0.29 per diluted share, for fiscal
2008 compared with net income of $22.3 million, or $0.94 per diluted share, for 2007.

We believe that a weakened freight market and increased industry-wide trucking capacity in fiscal 2008 compared to
fiscal 2007, as well as a sharp increase in fuel prices, were the major factors that contributed to our decrease in net
income.  Decreased freight demand due to a slower economy caused a decrease in truck utilization measured by miles
per tractor.  In addition, shippers used the less robust freight market to resist rate increases and, in some cases,
attempted to reduce freight rates.  The downward pressure on our rates was somewhat offset by a decrease in average
length of haul.  As a result, average freight revenue per loaded mile excluding fuel surcharge for 2008 decreased
$0.031 per mile to $1.503, a 2.0% decrease compared with $1.534 per mile for 2007. Average freight revenue per
tractor per week, our main measure of asset productivity, decreased by 2.6% to $2,717 in 2008 compared with $2,790
for 2007. This decrease was due to lower general freight demand and an increase in non-revenue miles, offset by a
decrease in fleet size to 2,929 tractors at June 30, 2008 from 3,016 tractors at June 30, 2007. As the freight market
weakened and we ran more empty miles to get to our next load and position equipment for sale, our non-revenue miles
increased. Our operating ratio, excluding the effect of fuel surcharge, increased to 95.9% for 2008 compared with
90.7% for 2007.

At June 30, 2008, our total balance sheet debt was $102.5 million and our total stockholders' equity was $143.9
million, for a total debt to capitalization ratio of 41.6%. At June 30, 2008, we had $22.4 million of available
borrowing capacity under our revolving credit facility and $2.3 million of cash on hand.

Revenue

We generate substantially all of our revenue by transporting freight for our customers. Generally, we are paid by the
mile or by the load for our services. We also derive revenue from fuel surcharges, loading and unloading activities,
equipment detention, other trucking related services, and from TruckersB2B. The main factors that affect our revenue
are the revenue per mile we receive from our customers, the percentage of miles for which we are compensated, the
number of tractors operating, and the number of miles we generate with our equipment. These factors relate to, among
other things, the U.S. economy, inventory levels, the level of truck capacity in our markets, specific customer demand,
the percentage of team-driven tractors in our fleet, driver availability, and our average length of haul.

We eliminate fuel surcharges from revenue, when calculating operating ratios and some of our operating data. We
believe that eliminating the impact of this sometimes volatile source of revenue affords a more consistent basis for
comparing our results of operations from period to period.

Expenses and Profitability

The main factors that impact our profitability on the expense side are the variable costs of transporting freight for our
customers. These costs include fuel expense, driver-related expenses, such as wages, benefits, training, and
recruitment, and independent contractor costs, which we record as purchased transportation. Expenses that have both
fixed and variable components include maintenance and tire expense and our total cost of insurance and claims. These
expenses generally vary with the miles we travel, but also have a controllable component based on safety, fleet age,
efficiency, and other factors. Our main fixed cost is the acquisition and financing of long-term assets, primarily
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revenue equipment. We have other mostly fixed costs, such as our non-driver personnel and facilities expenses. In
discussing our expenses as a percentage of revenue, we sometimes discuss changes as a percentage of revenue before
fuel surcharges, in addition to absolute dollar changes, because we believe the high variable cost nature of our
business makes a comparison of changes in expenses as a percentage of revenue more meaningful at times than
absolute dollar changes.
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The trucking industry has experienced significant increases in expenses over the past three years, in particular those
relating to equipment costs, driver compensation, insurance, and fuel. As the United States economy has slowed
down, many trucking companies have been forced to lower freight rates to keep their trucks moving.  Over the long
term, we expect a limited pool of qualified drivers and intense competition to recruit and retain those drivers to
constrain overall industry capacity.  Assuming a return to economic growth in U.S. manufacturing, retail, and other
high volume shipping industries, we expect to be able to raise freight rates in line with or faster than costs.  Over the
near term this may prove challenging in the current freight environment.

Revenue Equipment

We operate 2,929 tractors and 9,052 trailers. Of our tractors at June 30, 2008, 1,687 were owned, 1,026 were acquired
under operating leases, and 216 were provided by independent contractors, who own and drive their own tractors. Of
our trailers at June 30, 2008, 2,321 were owned and 6,731 were acquired under operating and capital leases.

Prior to fiscal 2006, we had financed most of our new tractors under operating leases. Beginning in fiscal 2006 and
continuing through fiscal 2008, we have purchased most of our new tractors with cash or borrowings.  We expect to
continue to use cash and borrowings on our credit facility for most tractor purchases. Most of our new trailers are
acquired with operating leases. These leases generally run for a period of seven years for trailers. When we finance
revenue equipment acquisitions with operating leases, rather than borrowings or capital leases, the interest component
of our financing activities is recorded as an "above-the-line" operating expense on our statements of
operations.  Accordingly, the trend toward financing more equipment with cash and borrowings, and less through
operating leases, improves our operating ratio.

Independent contractors (owner operators) provide a tractor and a driver and are responsible for all operating expenses
in exchange for a fixed payment per mile. We do not have the capital outlay of purchasing the tractors. The payments
to independent contractors are recorded in purchased transportation and the payments for equipment under operating
leases are recorded in revenue equipment rentals. Expenses associated with owned equipment, such as interest and
depreciation, are not incurred, and for independent contractor tractors, driver compensation, fuel, and other expenses
are not incurred. Because obtaining equipment from independent contractors and through operating leases effectively
shifts these expenses from interest to "above the line" operating expenses, we evaluate our efficiency using our
operating ratio as well as income before income taxes.

Outlook

Looking forward, our profitability goal is to achieve an operating ratio of approximately 90%. We expect this to
require additional improvements in rate per mile, non-revenue miles percentage, and miles per tractor compared with
those key performance indicators for fiscal 2008, to overcome expected additional cost increases. Because a large
percentage of our costs are variable, changes in revenue per mile and non-revenue miles percentage affect our
profitability to a greater extent than changes in miles per tractor. For fiscal 2009, the key factors that we expect to
have the greatest effect on our profitability are our freight revenue per tractor per week, our compensation of drivers,
our cost of revenue equipment (particularly in light of the 2007 and 2010 EPA engine requirements), our fuel costs,
and our insurance and claims. To overcome cost increases and improve our margins, we will need to achieve increases
in freight revenue per tractor, particularly in revenue per mile, which we intend to achieve by increasing rates and
continuing to shift to more profitable freight. Operationally, we will seek improvements in safety and driver recruiting
and retention. Our success in these areas primarily will affect revenue, driver-related expenses, and insurance and
claims expense.  Given the difficult freight market confronting our industry, we believe achieving our profitability
goal during fiscal 2009 is unlikely, although we intend to continue to strive toward that goal.
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Results of Operations

The following tables set forth the percentage relationship of revenue and expense items to operating and freight
revenue for the periods indicated.

Fiscal year ended June 30,
2008 2007 2006

Operating revenue 100.0% 100.0% 100.0%
Operating expenses:
Salaries, wages, and employee benefits 28.2 28.8 30.1
Fuel 28.8 23.1 22.8
Operations and maintenance 6.6 6.4 6.1
Insurance and claims 2.7 2.6 2.9
Depreciation and amortization 5.9 4.4 2.6
Revenue equipment rentals 4.5 6.3 8.2
Purchased transportation 14.5 14.7 14.6
Cost of products and services sold 1.1 1.4 1.1
Communication and utilities 0.9 1.0 0.9
Operating taxes and licenses 1.6 1.7 1.7
General and other operating 1.9 1.6 1.9

Total operating expenses 96.7 92.0 92.9

Operating income 3.3 8.0 7.1
Other expense:
Interest expense, net 0.9 0.7 0.1

Income before income taxes 2.4 7.3 7.0
Provision for income taxes 1.2 2.9 2.7

Net income 1.2% 4.4% 4.3%

_________________________

Freight revenue(1) 100.0% 100.0% 100.0%
Operating expenses:
Salaries, wages, and employee benefits 34.9 33.5 34.9
Fuel 12.0 10.8 10.5
Operations and maintenance 8.1 7.5 7.1
Insurance and claims 3.4 3.0 3.3
Depreciation and amortization 7.3 5.1 3.0
Revenue equipment rentals 5.6 7.4 9.6
Purchased transportation 18.0 17.0 17.0
Cost of products and services sold 1.4 1.6 1.3
Communication and utilities 1.1 1.1 1.0
Operating taxes and licenses 2.0 2.0 2.0
General and other operating 2.1 1.7 2.0

Total operating expenses 95.9 90.7 91.7
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Operating income 4.1 9.3 8.3
Other expense:
Interest expense, net 1.1 0.9 0.2

Income before income taxes 3.0 8.4 8.1
Provision for income taxes 1.6 3.3 3.1

Net income 1.4% 5.1% 5.0%
_________________________

(1) Freight revenue is total operating revenue less fuel surcharges. In this table, fuel
surcharges are eliminated from revenue and subtracted from fuel expense. The amounts
were $108.4 million, $69.7 million, and $65.7 million in 2008, 2007 and 2006,
respectively.
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Fiscal year ended June 30, 2008, compared with fiscal year ended June 30, 2007

Total revenue increased by $63.2 million, or 12.6%, to $565.9 million for fiscal 2008, from $502.7 million for fiscal
2007. Freight revenue excludes $108.4 million and $69.7 million of fuel surcharge revenue for fiscal 2008 and 2007,
respectively.

Freight revenue increased by $24.5 million, or 5.7%, to $457.5 million for fiscal 2008, from $433.0 million for fiscal
2007. This increase resulted from the continuation of our efforts to eliminate the least favorable freight from our
system and the growth of customer relationships from our prior year acquisitions, which more than offset softer
freight demand generally.  The increase was attributable to an increase in billed miles to 253.3 million in fiscal 2008,
compared to 237.8 million in fiscal 2007, partially offset by a 2.3% decrease in average freight revenue per total mile,
excluding fuel surcharge, to $1.348 from $1.380. The reduction in average freight revenue per total mile resulted
primarily from an increase in non-revenue miles. Average freight revenue per tractor per week, excluding fuel
surcharge, which is our primary measure of asset productivity, decreased 2.6% to $2,717 in fiscal 2008, from $2,790
for fiscal 2007, as a result of lower general freight demand and an increase in non-revenue miles.  The decrease in
miles per tractor and an increase in non-revenue mile percentage were attributable to less freight demand.

Revenue for TruckersB2B was $9.3 million in fiscal 2008, compared to $10.0 million in fiscal 2007. The decrease
was related to a decrease in tractor and trailer rebate revenue, partially due to the discontinuance of the trailer
incentive program, and decreases in the fuel rebates due to small and mid size carriers being adversely affected by
weak freight demand.

Salaries, wages, and employee benefits were $159.9 million, or 34.9% of freight revenue, for fiscal 2008, compared to
$144.8 million, or 33.5% of freight revenue, for fiscal 2007. These increases were primarily due to increased driver
payroll, resulting from a 10.2% increase in company miles.

Fuel expenses, net of fuel surcharge revenue of $108.4 million and $69.7 million for fiscal 2008 and fiscal 2007,
respectively, increased to $54.7 million, or 12.0% of freight revenue, for fiscal 2008, compared to $46.6 million, or
10.8% of freight revenue, for fiscal 2007. These increases were due to an increase of 10.2% in company miles, an
increase in non-revenue miles and an increase in average fuel prices of approximately $0.82 per gallon. In addition,
we began to experience lower fuel economy and higher costs of fuel from the installation of EPA-mandated new
engines and use of ultra-low-sulfur diesel fuel. Higher fuel prices and lower fuel economy will increase our operating
expenses to the extent we cannot offset them with surcharges.

Operations and maintenance consist of direct operating expense, maintenance, and tire expense. This category
increased to $37.2 million, or 8.1% of freight revenue, for fiscal 2008, from $32.3 million, or 7.5% of freight revenue,
for fiscal 2007. These increases are primarily related to an increase in costs associated with various direct expenses
such as toll expense, border drayage expense, and scales expense and an increase in physical damage expense, due to
increased accidents.

Insurance and claims expense was $15.5 million, or 3.4% of freight revenue, for fiscal 2008, compared to
$13.1 million, or 3.0% of freight revenue, for fiscal 2007. Insurance and claims increased as a percentage of freight
revenue due to increased number of claims, increased claim dollars, increased number of workers' compensation
claims, and increased dollar of workers' compensation claims.  Our insurance expense consists of premiums and
deductible amounts for liability, physical damage, and cargo damage insurance. Our insurance program involves
self-insurance at various risk retention levels. Claims in excess of these risk levels are covered by insurance in
amounts we consider to be adequate. We accrue for the uninsured portion of claims based on known claims and
historical experience. Insurance and claims expense will vary based primarily on the frequency and severity of claims,
the level of self-retention, and the premium expense.
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Depreciation and amortization, consisting primarily of depreciation of revenue equipment, increased to $33.3 million,
or 7.3% of freight revenue, in fiscal 2008 from $21.9 million, or 5.1% of freight revenue, for fiscal 2007. These
increases are related to the conversion of operating leases to capital leases related to approximately 3,700 trailers, in
the third and fourth quarters of fiscal 2007, resulting from the Company declaring its intent to purchase certain trailers
previously financed with operating leases. The conversion of the trailer leases resulted in a simultaneous decrease in
our revenue equipment rentals. Revenue equipment held under operating leases is not reflected on our balance sheet
and the expenses related to such equipment are reflected on our statements of operations in revenue equipment rentals,
rather than in depreciation and amortization and interest expense, as is the case for revenue equipment that is financed
with borrowings or capital leases. In addition, we have continued to purchase tractors with cash and borrowings,
which has increased our tractor depreciation.  In the near term we expect to purchase new tractors primarily with cash
or finance new trailers with operating leases. Accordingly, going forward we expect depreciation and amortization
will increase as a percentage of freight revenue and revenue equipment rentals will decrease as a percentage of freight
revenue as increased depreciation expense associated with tractors acquired with cash or borrowings will more than
offset decreased depreciation resulting from financing new trailer acquisitions with operating leases.

Revenue equipment rentals were $25.6 million, or 5.6% of freight revenue, in fiscal 2008, compared to $31.9 million,
or 7.4% of freight revenue, for fiscal 2007. These decreases were attributable to a decrease in our tractor fleet financed
under operating leases as discussed under depreciation and amortization. At June 30, 2008, 1,026 tractors, or 37.8% of
our company tractors, were held under operating leases, compared to 1,433 tractors, or 54.8% of our company
tractors, at June 30, 2007.  Given the level of new tractors expected to be purchased with cash or borrowings and new
trailers expected to be financed under operating leases, we expect revenue equipment rentals will continue to decrease
going forward.

Purchased transportation increased to $82.2 million, or 18.0% of freight revenue, for fiscal 2008, from $73.7 million,
or 17.0% of freight revenue, for fiscal 2007. These increases are primarily related to increases in our third-party
carrier expense and warehousing expenses, related to an effort to grow these portions of our business.  Our
independent contractor expense was largely unchanged as a percentage of freight revenue between fiscal 2007 and
fiscal 2008, as a 45.9% decrease in independent contractors to 216 at June 30, 2008, from 399 at June 30, 2007, was
offset by increased fuel surcharge reimbursement. The challenging freight environment has had a negative impact on
independent contractors, who are drivers who cover all their operating expenses (fuel, driver salaries, maintenance,
and equipment costs) for a fixed payment per mile.

All of our other expenses are relatively minor in amount, and there were no significant changes in these expenses.
Accordingly, we have not provided a detailed discussion of such expenses.

Our pretax margin, which we believe is a useful measure of our operating performance because it is neutral with
regard to the method of revenue equipment financing that a company uses, decreased to 3.0% of freight revenue for
fiscal 2008 from 8.4% for fiscal 2007.

In addition to other factors described above, Canadian exchange rate fluctuations principally impact salaries, wages,
and benefits and purchased transportation and, therefore, impact our pretax margin and results of operations. The
higher Canadian dollar, which increased to a .990 relationship with the U.S. dollar for fiscal 2008, from a .884
relationship with the U.S. dollar for fiscal 2007, negatively impacted earnings per share by approximately $.11.

Income taxes decreased to $7.1 million for fiscal 2008, from $14.2 million for fiscal 2007, due to lower pre-tax
income. Due to the non-deductible effects of our driver per diem pay structure, our tax rate will fluctuate from the
35% standard federal rate, in future periods as net income fluctuates.
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fiscal 2007.
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Fiscal year ended June 30, 2007, compared with fiscal year ended June 30, 2006

Total revenue increased by $22.5 million, or 4.7%, to $502.7 million for fiscal 2007, from $480.2 million for fiscal
2006. Freight revenue excludes $69.7 million and $65.7 million of fuel surcharge revenue for fiscal 2007 and 2006,
respectively.

Freight revenue increased by $18.5 million, or 4.5%, to $433.0 million for fiscal 2007, from $414.5 million for fiscal
2006. This increase was partially attributable to growth of our tractor fleet through the acquisition of Digby in October
2006, Warrior in February 2007, and Air Road in June 2007.  The addition of tractors, drivers, and customer
relationships from these acquisitions more than offset softer freight demand generally and the continuation of our
efforts to eliminate the least favorable freight from our system.  The increase was helped by a 1.0% improvement in
average freight revenue per total mile, excluding fuel surcharge, to $1.380 from $1.367. The improvement in average
freight revenue per total mile resulted primarily from a decrease in the percentage of our freight comprised of
automotive parts and a corresponding increase in the percentage of our freight comprised of consumer non-durables.
Average freight revenue per tractor per week, excluding fuel surcharge, which is our primary measure of asset
productivity, decreased 5.3% to $2,793 in fiscal 2007, from $2,948 for fiscal 2006, as a result of lower general freight
demand, an increase of our tractor fleet to 3,016 at June 30, 2007, from 2,732 at June 30, 2006, and an increase in
non-revenue miles.  The decrease in miles per tractor and an increase in non-revenue mile percentage were attributable
to less freight demand.

Revenue for TruckersB2B was $10.0 million in fiscal 2007, compared to $8.3 million in fiscal 2006. The
TruckersB2B revenue increase resulted from an increase in member usage of the tire discount programs in addition to
an increase in total fleets using the programs.

Salaries, wages, and employee benefits were $144.8 million, or 33.5% of freight revenue, for fiscal 2007, compared to
$144.6 million, or 34.9% of freight revenue, for fiscal 2006. In fiscal 2006, we experienced an increase in our salaries,
wages, and benefits as a percentage of freight revenue due to increased company miles, which increased driver wages,
and increased stock-based compensation expense. The decrease in stock-based compensation expense in fiscal 2007,
although partially offset by a 2.4% increase in company miles, which in turn increased driver wages, resulted in this
category returning to historical levels.

Fuel expenses, net of fuel surcharge revenue of $69.7 million and $65.7 million for fiscal 2007 and fiscal 2006,
respectively, increased to $46.6 million, or 10.8% of freight revenue, for fiscal 2007, compared to $43.5 million, or
10.5% of freight revenue, for fiscal 2006. These increases were due to an increase of 2.4% in company miles and an
increase in average fuel prices of approximately $0.04 per gallon. In addition, we began to experience lower fuel
economy and higher costs of fuel from the installation of EPA-mandated new engines and use of ultra-low-sulfur
diesel fuel.

Operations and maintenance consist of direct operating expense, maintenance, and tire expense. This category
increased to $32.3 million, or 7.5% of freight revenue, for fiscal 2007, from $29.4 million, or 7.1% of freight revenue,
for fiscal 2006. These increases were due to an increase in the size of our tractor fleet, an increase in costs associated
with accident repair and various direct expenses such as toll expense, cargo handling expense, and increased expenses
related to harsh weather. These increases were partially offset by the decrease in our maintenance costs attributable to
a younger tractor fleet.

Insurance and claims expense was $13.1 million, or 3.0% of freight revenue, for fiscal 2007, compared to
$13.7 million, or 3.3% of freight revenue, for fiscal 2006.  Insurance and claims expense varies based primarily on the
frequency and severity of claims, the level of our self-insured retention, and our premium expense.
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Depreciation and amortization, consisting primarily of depreciation of revenue equipment, increased to $21.9 million,
or 5.1% of freight revenue, in fiscal 2007 from $12.4 million, or 3.0% of freight revenue, for fiscal 2006. The majority
of these increases can be attributed to the addition of tractors purchased with cash and borrowings and the conversion
of operating leases to capital leases related to approximately 3,700 trailers. The remaining increase in this expense
category was attributable to the acquisition of certain assets of Digby in October 2006, Warrior in February 2007, and
Air Road in June 2007. In the third and fourth quarters of fiscal 2007, the Company declared its intent to purchase
certain trailers previously financed with operating leases, resulting in a change from operating to capital lease
classification. The conversion of the trailer leases also resulted in a decrease in our revenue equipment rentals in fiscal
2007.
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Revenue equipment rentals were $31.9 million, or 7.4% of freight revenue, in fiscal 2007, compared to $39.6 million,
or 9.6% of freight revenue, for fiscal 2006. These decreases were attributable to a decrease in our tractor and trailer
fleet financed under operating leases as discussed under depreciation and amortization. As of June 30, 2007, we had
financed 1,433 tractors and 1,916 trailers under operating leases, as compared to 1,440 tractors and 6,453 trailers as of
June 2006.

Purchased transportation increased to $73.7 million, or 17.0% of freight revenue, for fiscal 2007, from $70.3 million,
or 17.0% of freight revenue, for fiscal 2006. The increase in the overall dollar amount was primarily related to
increased independent contractor expense, as the number of independent contractors increased by 13.7% to 399 at
June 30, 2007, from 351 at June 30, 2006. This increase was partially due to increased payments to independent
contractors resulting from fuel surcharges collected due to rising fuel costs, which are passed through to our
independent contractors on a per mile basis. The number of independent contractors grew in fiscal 2007 as the
Company partnered with several financing companies to make it easier for drivers to purchase trucks.

All of our other expenses are relatively minor in amount, and there were no significant changes in these expenses.

In addition to other factors described above, Canadian exchange rate fluctuations principally impact salaries, wages,
and benefits and purchased transportation and, therefore, impact our pretax margin and results of operations.

Income taxes increased to $14.2 million for fiscal 2007, from $12.9 million for fiscal 2006.

As a result of the factors described above, net income increased to $22.3 million for fiscal 2007, from $20.5 million
for fiscal 2006.

Liquidity and Capital Resources

Trucking is a capital-intensive business. We require cash to fund our operating expenses (other than depreciation and
amortization), to make capital expenditures and acquisitions, and to repay debt, including principal and interest
payments. Other than ordinary operating expenses, we anticipate that capital expenditures for the acquisition of
revenue equipment will constitute our primary cash requirement over the next twelve months. We frequently consider
potential acquisitions, and if we were to consummate an acquisition, our cash requirements would increase and we
may have to modify our expected financing sources for the purchase of tractors. Subject to any required lender
approval, we may make acquisitions, although we do not have any specific acquisition plans at this time. Our principal
sources of liquidity are cash generated from operations, bank borrowings, capital and operating lease financing of
revenue equipment, and proceeds from the sale of used revenue equipment.

As of June 30, 2008, we had on order 1,870 tractors and 400 trailers for delivery through fiscal 2010. These revenue
equipment orders represent a capital commitment of approximately $186.4 million, before considering the proceeds of
equipment dispositions. In fiscal 2008, we purchased the majority of our new tractors with cash or borrowings, and we
acquired most of the new trailers under off-balance sheet operating leases.  In the third and fourth quarters of fiscal
2007, we also declared our intent to purchase approximately 3,700 trailers at the end of the respective lease term,
resulting in a change from operating lease to capital lease classification. At June 30, 2008 our total balance sheet debt,
including capital lease obligations and current maturities, was $102.5 million, compared to $94.6 million at June 30,
2007, and $12.0 million at June 30, 2006. Our debt-to-capitalization ratio (total balance sheet debt as a percentage of
total balance sheet debt plus total stockholders' equity) was 41.6% at June 30, 2008, 39.1% at June 30, 2007, and 9.0%
at June 30, 2006.

We believe we will be able to fund our operating expenses, as well as our current commitments for the acquisition of
revenue equipment, over the next twelve months with a combination of cash generated from operations, borrowings
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available under secured equipment financing or our primary credit facility, equipment sales, and lease financing
arrangements. We will continue to have significant capital requirements over the long term, and the availability of the
needed capital will depend upon our financial condition and operating results and numerous other factors over which
we have limited or no control, including prevailing market conditions and the market price of our common stock.
However, based on our operating results, anticipated future cash flows, current availability under our credit facility,
and sources of equipment lease financing that we expect will be available to us, we do not expect to experience
significant liquidity constraints in the foreseeable future.
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Cash Flows

We generated net cash from operating activities of $37.5 million in fiscal 2008, $53.6 million in fiscal 2007, and
$30.7 million in fiscal 2006. The decrease in net cash provided by operations in fiscal 2008 from fiscal 2007 is due
primarily to lower earnings, the increase of trade receivables, income tax recoverable, and prepaid expenses and other
current assets, offset by the increase of depreciation and amortization.

Net cash used in investing activities was $31.4 million for fiscal 2008, compared to $61.2 million for fiscal 2007, and
$44.3 million for fiscal 2006. The decrease in cash used for investing activities from 2007 to 2008 was primarily due
to the $32.4 million of cash used to purchase Digby in October 2006, Warrior in February 2007, and Air Road in June
2007. Cash used in investing activities includes the net cash effect of acquisitions and dispositions of revenue
equipment during each year. Capital expenditures primarily for tractors and trailers (including lease buyouts and new
equipment purchases) totaled $69.0 million in fiscal 2008, $66.8 million in fiscal 2007, excluding the assets purchased
from Digby, Warrior, and Air Road, and $95.8 million in fiscal 2006. We generated proceeds from the sale of
property and equipment of $37.6 million in fiscal 2008, $37.9 million in fiscal 2007, and $51.4 million in fiscal 2006.

Net cash used in financing activities was $4.9 million in fiscal 2008, compared to net cash provided by financing
activities of $7.2 million in fiscal 2007, and $4.2 million in fiscal 2006.  The increase in cash used was primarily due
to the repurchase of $13.8 million of the Company's common stock between October and December 2007 pursuant to
the Company's publicly announced stock repurchase program. Financing activity represents bank borrowings (new
borrowings, net of repayments) and payment of the principal component of capital lease obligations.

Off-Balance Sheet Arrangements

Operating leases have been an important source of financing for our revenue equipment. Our operating leases include
some under which we do not guarantee the value of the asset at the end of the lease term ("walk-away leases") and
some under which we do guarantee the value of the asset at the end of the lease term ("residual value"). Therefore, we
are subject to the risk that equipment value may decline in which case we would suffer a loss upon disposition and be
required to make cash payments because of the residual value guarantees. We were obligated for residual value
guarantees related to operating leases of $67.1 million at June 30, 2008 compared to $62.7 million at June 30, 2007. A
small portion of these amounts is covered by repurchase and/or trade agreements we have with the equipment
manufacturer. We believe that any residual payment obligations that are not covered by the manufacturer will be
satisfied, in the aggregate, by the value of the related equipment at the end of the lease. To the extent the expected
value at the lease termination date is lower than the residual value guarantee, we would accrue for the difference over
the remaining lease term. We anticipate that going forward we will use cash generated from operations to finance
tractor purchases and operating leases to finance trailer purchases.

Prior to fiscal 2006, we financed most of our new tractors and trailers under operating leases, which are not reflected
on our balance sheet. In fiscal 2006, we began purchasing most of our new tractors using cash and borrowings under
our credit facility, while still financing our new trailers with operating leases. The use of operating leases also affects
our statement of cash flows. For assets subject to these operating leases, we do not record depreciation as an increase
to net cash provided by operations, nor do we record any entry with respect to investing activities or financing
activities.

Primary Credit Agreement

On September 26, 2005, Celadon Group, Inc., Celadon Trucking Services, Inc., and TruckersB2B entered into an
unsecured Credit Agreement (the "Credit Agreement") with LaSalle Bank National Association, as administrative
agent, and LaSalle Bank National Association, Fifth Third Bank (Central Indiana), and JPMorgan Chase Bank, N.A.,
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as lenders. The Credit Agreement was amended on December 23, 2005, by the First Amendment to Credit Agreement,
pursuant to which Celadon Logistics Services, Inc. was added as a borrower to the Credit Agreement. The Credit
Agreement, as amended by the Third Amendment on January 22, 2008, matures on January 23, 2013.  The Credit
Agreement is intended to provide for ongoing working capital needs and general corporate purposes.  Borrowings
under the Credit Agreement are based, at the option of the Company, on a base rate equal to the greater of the federal
funds rate plus 0.5% and the administrative agent's prime rate or LIBOR plus an applicable margin between 0.75%
and 1.125% that is adjusted quarterly based on cash flow coverage. The Credit Agreement is guaranteed by Celadon
E-Commerce, Inc., Celadon Canada, Inc., and Jaguar, each of which is a subsidiary of the Company.
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The Credit Agreement, as amended by the Third Amendment, has a maximum revolving borrowing limit of $70.0
million, and the Company may increase the revolving borrowing limit by an additional $20.0 million, to a total of
$90.0 million.  Letters of credit are limited to an aggregate commitment of $15.0 million and a swing line facility has
a limit of $5.0 million.  A commitment fee that is adjusted quarterly between 0.15% and 0.225% per annum based on
cash flow coverage is due on the daily unused portion of the Credit Agreement.  The Credit Agreement contains
certain restrictions and covenants relating to, among other things, dividends, tangible net worth, cash flow, mergers,
consolidations, acquisitions and dispositions, and total indebtedness.  We were in compliance with these covenants at
June 30, 2008, and expect to remain in compliance for the foreseeable future.  At June 30, 2008, $43.1 million of our
credit facility was utilized as outstanding borrowings and $4.5 million was utilized for standby letters of credit.

Contractual Obligations and Commitments

As of June 30, 2008, our bank loans, capitalized leases, operating leases, other debts, and future commitments have
stated maturities or minimum annual payments as follows:

Cash Requirements
as of June 30, 2008

(in thousands)
Payments Due by Period

Total
Less than
One Year

One to
Three

 Years

Three
to Five
 Years

More Than
Five

 Years

Operating leases $ 78,172 $ 20,923 $ 26,230 $ 17,034 $ 13,985
Lease residual value guarantees 67,053 13,086 21,019 10,317 22,631
Capital lease obligations(1) 54,484 8,554 25,322 20,608 ---
Long-term debt (1) 56,640 10,894 2,592 44 43,110

Sub-total 256,349 53,457 75,163 48,003 79,726

Future purchase of revenue equipment 186,350 76,741 79,706 24,350 5,553
Employment and consulting agreements(2) 655 655 --- --- ---
Standby letters of credit 4,500 4,500 --- --- ---

Total contractual and cash obligations $ 447,854 $ 135,353 $ 154,869 $ 72,353 $ 85,279

_________________________

(1) Includes interest.
(2) The amounts reflected in the table do not include amounts that could become payable to

our Chief Executive Officer and Chief Financial Officer, under certain circumstances if
their employment by the Company is terminated.

Inflation

Many of our operating expenses, including fuel costs and revenue equipment, are sensitive to the effects of inflation,
which result in higher operating costs and reduced operating income. The effects of inflation on our business during
the past three years were most significant in fuel. We have limited the effects of inflation through increases in freight
rates and fuel surcharges.
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Critical Accounting Policies

The preparation of our financial statements in conformity with U.S. generally accepted accounting principles requires
us to make estimates and assumptions that impact the amounts reported in our consolidated financial statements and
accompanying notes. Therefore, the reported amounts of assets, liabilities, revenues, expenses, and associated
disclosures of contingent assets and liabilities are affected by these estimates and assumptions. We evaluate these
estimates and assumptions on an ongoing basis, utilizing historical experience, consultation with experts, and other
methods considered reasonable in the particular circumstances. Nevertheless, actual results may differ significantly
from our estimates and assumptions, and it is possible that materially different amounts would be reported using
differing estimates or assumptions. We consider our critical accounting policies to be those that require us to make
more significant judgments and estimates when we prepare our financial statements. Our critical accounting policies
include the following:
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Depreciation of Property and Equipment. We depreciate our property and equipment using the straight-line method
over the estimated useful life of the asset. We generally use estimated useful lives of 2 to 7 years for new tractors and
trailers, and estimated salvage values for new tractors and trailers generally range from 35% to 50% of the capitalized
cost. Gains and losses on the disposal of revenue equipment are included in depreciation expense in our statements of
operations.

We review the reasonableness of our estimates regarding useful lives and salvage values of our revenue equipment
and other long-lived assets based upon, among other things, our experience with similar assets, conditions in the used
equipment market, and prevailing industry practice. Changes in our useful life or salvage value estimates or
fluctuations in market values that are not reflected in our estimates, could have a material effect on our results of
operations.

Revenue equipment and other long-lived assets are tested for impairment whenever an event occurs that indicates an
impairment may exist. Expected future cash flows are used to analyze whether an impairment has occurred. If the sum
of expected undiscounted cash flows is less than the carrying value of the long-lived asset, then an impairment loss is
recognized. We measure the impairment loss by comparing the fair value of the asset to its carrying value. Fair value
is determined based on a discounted cash flow analysis or the appraised or estimated market value of the asset, as
appropriate.

Operating leases. We have financed a substantial percentage of our tractors and trailers with operating leases. These
leases generally contain residual value guarantees, which provide that the value of equipment returned to the lessor at
the end of the lease term will be no lower than a negotiated amount. To the extent that the value of the equipment is
below the negotiated amount, we are liable to the lessor for the shortage at the expiration of the lease. For all
equipment, we are required to recognize additional rental expense to the extent we believe the fair market value at the
lease termination will be less than our obligation to the lessor.

In accordance with Statement of Financial Accounting Standards ("SFAS") No. 13, "Accounting for Leases," property
and equipment held under operating leases, and liabilities related thereto, are not reflected on our balance sheet. All
expenses related to revenue equipment operating leases are reflected on our statements of operations in the line item
entitled "Revenue equipment rentals." As such, financing revenue equipment with operating leases instead of bank
borrowings or capital leases effectively moves the interest component of the financing arrangement into operating
expenses on our statements of operations.

Claims Reserves and Estimates. The primary claims arising for us consist of cargo liability, personal injury, property
damage, collision and comprehensive, workers' compensation, and employee medical expenses. We maintain
self-insurance levels for these various areas of risk and have established reserves to cover these self-insured liabilities.
We also maintain insurance to cover liabilities in excess of these self-insurance amounts. Claims reserves represent
accruals for the estimated uninsured portion of reported claims, including adverse development of reported claims, as
well as estimates of incurred but not reported claims. Reported claims and related loss reserves are estimated by third
party administrators, and we refer to these estimates in establishing our reserves. Claims incurred but not reported are
estimated based on our historical experience and industry trends, which are continually monitored, and accruals are
adjusted when warranted by changes in facts and circumstances. In establishing our reserves we must take into
account and estimate various factors, including, but not limited to, assumptions concerning the nature and severity of
the claim, the effect of the jurisdiction on any award or settlement, the length of time until ultimate resolution,
inflation rates in health care, and in general interest rates, legal expenses, and other factors. Our actual experience may
be different than our estimates, sometimes significantly. Changes in assumptions as well as changes in actual
experience could cause these estimates to change in the near term. Insurance and claims expense will vary from period
to period based on the severity and frequency of claims incurred in a given period.
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Accounting for Income Taxes. Deferred income taxes represent a substantial liability on our consolidated balance
sheet. Deferred income taxes are determined in accordance with SFAS No. 109, "Accounting for Income Taxes."
Deferred tax assets and liabilities are recognized for the expected future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases, and
operating loss and tax credit carry-forwards. We evaluate our tax assets and liabilities on a periodic basis and adjust
these balances as appropriate. We believe that we have adequately provided for our future tax consequences based
upon current facts and circumstances and current tax law. However, should our tax positions be challenged and not
prevail, different outcomes could result and have a significant impact on the amounts reported in our consolidated
financial statements.
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The carrying value of our deferred tax assets (tax benefits expected to be realized in the future) assumes that we will
be able to generate, based on certain estimates and assumptions, sufficient future taxable income in certain tax
jurisdictions to utilize these deferred tax benefits. If these estimates and related assumptions change in the future, we
may be required to reduce the value of the deferred tax assets resulting in additional income tax expense. We believe
that it is more likely than not that the deferred tax assets, net of valuation allowance, will be realized, based on
forecasted income. However, there can be no assurance that we will meet our forecasts of future income. We evaluate
the deferred tax assets on a periodic basis and assess the need for additional valuation allowances.

Federal income taxes are provided on that portion of the income of foreign subsidiaries that is expected to be remitted
to the United States.

Recent Accounting Pronouncements

      In February 2007, the Financial Accounting Standards Board ("FASB") issued SFAS No. 159, The Fair Value
Option for Financial Assets and Financial Liabilities ("SFAS 159"). SFAS 159 permits entities to choose to measure
certain financial assets and liabilities at fair value. Unrealized gains and losses on items for which the fair value option
has been elected are reported in earnings. SFAS 159 is effective for fiscal years beginning after November 15, 2007.
The Company is currently assessing the expected impact of adopting SFAS 159 on our consolidated financial position
and results of operations when it becomes effective.

In September 2006, FASB issued SFAS No. 157, Fair Value Measurements ("SFAS 157"). SFAS 157 defines fair
value, establishes a framework for measuring fair value and expands disclosures about fair value measurements
required under other accounting pronouncements, but does not change existing guidance as to whether or not an
instrument is carried at fair value. It also establishes a fair value hierarchy that prioritizes information used in
developing assumptions when pricing an asset or liability.  SFAS 157 is effective for financial statements issued for
fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. In February 2008, the
FASB issued Staff Position No. 157-2, which provides a one-year delayed application of SFAS 157 for nonfinancial
assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a
recurring basis (at least annually). The Company must adopt these new requirements no later than its first quarter of
fiscal 2010.

In December 2007, FASB issued SFAS No. 141R (revised 2007), Business Combinations ("SFAS 141R"), which
replaces SFAS No. 141. The statement retains the purchase method of accounting for acquisitions, but requires a
number of changes, including changes in the way assets and liabilities are recognized in the purchase accounting. It
also changes the recognition of assets acquired and liabilities assumed arising from contingencies, requires the
capitalization of in-process research and development at fair value, and requires the expensing of acquisition-related
costs as incurred. SFAS 141R is effective for us beginning July 1, 2009 and will apply prospectively to business
combinations completed on or after that date.

In December 2007, FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB 51 ("SFAS 160"), which changes the accounting and reporting for minority interests. Minority
interests will be recharacterized as noncontrolling interests and will be reported as a component of equity separate
from the parent's equity, and purchases or sales of equity interests that do not result in a change in control will be
accounted for as equity transactions. In addition, net income attributable to the noncontrolling interest will be included
in consolidated net income on the face of the income statement and, upon a loss of control, the interest sold, as well as
any interest retained, will be recorded at fair value with any gain or loss recognized in earnings. SFAS 160 is effective
for us beginning July 1, 2009 and will apply prospectively, except for the presentation and disclosure requirements,
which will apply retrospectively. We are currently assessing the potential impact that adoption of SFAS 160 would
have on our financial statements.
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In March 2008, FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No. 133, ("SFAS 161"). SFAS 161 requires enhanced disclosures about an entity's
derivative and hedging activities, including (i) how and why an entity uses derivative instruments, (ii) how derivative
instruments and related hedged items are accounted for under SFAS No. 133, and (iii) how derivative instruments and
related hedged items affect an entity's financial position, financial performance, and cash flows. This statement is
effective for financial statements issued for fiscal years beginning after Nov. 15, 2008. Accordingly, the Company
will adopt SFAS 161 in fiscal year 2010.
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Item 7A.        Quantitative and Qualitative Disclosures About Market Risk

We experience various market risks, including changes in interest rates, foreign currency exchange rates, and fuel
prices. We do not enter into derivatives or other financial instruments for trading or speculative purposes, nor when
there are no underlying related exposures.

Interest Rate Risk. We are exposed to interest rate risk principally from our primary credit facility. The credit facility
carries a maximum variable interest rate of either the bank's base rate or LIBOR plus 1.125%. At June 30, 2008, the
interest rate for revolving borrowings under our credit facility was LIBOR plus 0.875%. At June 30, 2008, we had
$43.1 million variable rate term loan borrowings outstanding under the credit facility. A hypothetical 10% increase in
the bank's base rate and LIBOR would be immaterial to our net income.

Foreign Currency Exchange Rate Risk. We are subject to foreign currency exchange rate risk, specifically in
connection with our Canadian operations. While virtually all of the expenses associated with our Canadian operations,
such as independent contractor costs, company driver compensation, and administrative costs, are paid in Canadian
dollars, a significant portion of our revenue generated from those operations is billed in U.S. dollars because many of
our customers are U.S. shippers transporting goods to or from Canada. As a result, increases in the Canadian dollar
exchange rate adversely affect the profitability of our Canadian operations. Assuming revenue and expenses for our
Canadian operations identical to the year ended June 30, 2008 (both in terms of amount and currency mix), we
estimate that a $0.01 increase in the Canadian dollar exchange rate would reduce our annual net income by
approximately $234,000.  As of June 30, 2008, we had none of our currency exposure hedged.

We generally do not face the same magnitude of foreign currency exchange rate risk in connection with our
intra-Mexico operations conducted through our Mexican subsidiary, Jaguar, because our foreign currency revenues
are generally proportionate to our foreign currency expenses for those operations. For purposes of consolidation,
however, the operating results earned by our subsidiaries, including Jaguar, in foreign currencies are converted into
United States dollars. As a result, a decrease in the value of the Mexican peso could adversely affect our consolidated
results of operations. Assuming revenue and expenses for our Mexican operations identical to the year ended June 30,
2008 (both in terms of amount and currency mix), we estimate that a $0.01 decrease in the Mexican peso exchange
rate would reduce our annual net income by approximately $63,000.

Commodity Price Risk. Shortages of fuel, increases in prices, or rationing of petroleum products can have a materially
adverse effect on our operations and profitability. Fuel is subject to economic, political, and market factors that are
outside of our control. Historically, we have sought to recover a portion of short-term increases in fuel prices from
customers through the collection of fuel surcharges. However, fuel surcharges do not always fully offset increases in
fuel prices. In addition, from time-to-time we may enter into derivative financial instruments to reduce our exposure to
fuel price fluctuations. As of June 30, 2008, we had none of our estimated fuel purchases hedged.

Item 8.           Financial Statements and Supplementary Data

The following statements are filed with this report:

Report of Independent Registered Public Accounting Firm - KPMG LLP;
Consolidated Balance Sheets;
Consolidated Statements of Operations;
Consolidated Statements of Cash Flows;
Consolidated Statements of Stockholders' Equity; and
Notes to Consolidated Financial Statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of Celadon Group, Inc.:

We have audited the accompanying consolidated balance sheets of Celadon Group, Inc. and subsidiaries (the
"Company") as of June 30, 2008 and 2007, and the related consolidated statements of operations, stockholders' equity,
and cash flows for each of the years in the three-year period ended June 30, 2008. In connection with our audits of the
consolidated financial statements, we have also audited the financial statement Schedule I. We also have audited the
Company's internal control over financial reporting as of June 30, 2008, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). The Company's management is responsible for these consolidated financial statements, for maintaining
effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying management's report on internal control. Our responsibility is to
express an opinion on these consolidated financial statements and an opinion on the Company's internal control over
financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and whether effective internal control over financial
reporting was maintained in all material respects. Our audits of the consolidated financial statements included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide
a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company's internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Celadon Group, Inc. and subsidiaries as of June 30, 2008 and 2007, and the results of their
operations and their cash flows for each of the years in the three-year period ended June 30, 2008, in conformity with
U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement Schedule I, when
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considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in all material
respects, the information set forth therein. Also in our opinion, Celadon Group, Inc. and subsidiaries maintained, in all
material respects, effective internal control over financial reporting as of June 30, 2008, based on criteria established
in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

In fiscal 2006, as disclosed in Note 7 to the consolidated financial statements, the Company adopted Statement of
Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment.

/s/KPMG LLP

Indianapolis, Indiana

August 28, 2008
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CELADON GROUP, INC.
CONSOLIDATED BALANCE SHEETS

June 30, 2008 and 2007
(Dollars in thousands)

ASSETS 2008 2007 

Current assets:
Cash and cash equivalents $ 2,325 $ 1,190
Trade receivables, net of allowance for doubtful accounts of $1,194
and $1,176 in 2008 and 2007, respectively 69,513 59,387
Prepaid expenses and other current assets 16,697 10,616
Tires in service 3,765 3,012
Equipment held for resale --- 11,154
Income tax receivable 5,846 1,526
Deferred income taxes 3,035 2,021
Total current assets 101,181 88,906
Property and equipment 270,832 240,898
Less accumulated depreciation and amortization 64,633 44,553
Net property and equipment 206,199 196,345
Tires in service 1,483 1,449
Goodwill 19,137 19,137
Other assets 1,335 1,076
Total assets $ 329,335 $ 306,913

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable $ 6,910 $ 7,959
Accrued salaries and benefits 11,358 11,779
Accrued insurance and claims 9,086 6,274
Accrued fuel expense 12,170 6,425
Other accrued expenses 11,916 12,157
Current maturities of long-term debt 8,290 10,736
Current maturities of capital lease obligations 6,454 6,228
Total current liabilities 66,184 61,558
Long-term debt, net of current maturities 45,645 28,886
Capital lease obligations, net of current maturities 42,117 48,792
Deferred income taxes 31,512 20,332
Minority interest 25 25
Stockholders' equity:
Common stock, $0.033 par value, authorized 40,000,000 shares; issued
and outstanding 23,704,046 and 23,581,245 shares at June 30,
2008 and 2007, respectively 782 778
Treasury stock at cost;  1,832,386 and 0 shares at June 30, 2008 and
2007, respectively (12,633) ---
Additional paid-in capital 95,173 93,582
Retained earnings 60,881 54,345
Accumulated other comprehensive loss (351) (1,385)
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Total stockholders' equity 143,852 147,320
Total liabilities and stockholders' equity $ 329,335 $ 306,913

See accompanying notes to consolidated financial statements.
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CELADON GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended June 30, 2008, 2007, and 2006
(Dollars and shares in thousands, except per share amounts)

2008 2007 2006 
Revenue:
Freight revenue $ 457,482 $ 433,012 $ 414,465
Fuel surcharges 108,413 69,680 65,729
Total revenue 565,895 502,692 480,194

Operating expenses:
Salaries, wages, and employee benefits 159,859 144,845 144,634
Fuel 163,111 116,251 109,253
Operations and maintenance 37,213 32,299 29,411
Insurance and claims 15,527 13,054 13,697
Depreciation and amortization 33,264 21,880 12,442
Revenue equipment rentals 25,596 31,900 39,601
Purchased transportation 82,205 73,699 70,305
Cost of products and services sold 6,406 6,961 5,433
Communications and utilities 5,117 4,838 4,148
Operating taxes and licenses 9,112 8,629 8,247
General and other operating 9,687 8,236 8,795
Total operating expenses 547,097 462,592 445,966

Operating income 18,798 40,100 34,228

Other (income) expense:
Interest income (106) (21) (153)
Interest expense 5,028 3,532 933
Other 193 109 34
Income before income taxes 13,683 36,480 33,414
Provision for income taxes 7,147 14,228 12,866
Net income $ 6,536 $ 22,252 $ 20,548

Earnings per common share:
Diluted earnings per share(1) $ 0.29 $ 0.94 $ 0.88
Basic earnings per share(1) $ 0.29 $ 0.96 $ 0.90
Weighted average shares outstanding:
Diluted(1) 22,617 23,698 23,386
Basic(1) 22,378 23,252 22,828
_________________________

(1) Earnings per share amounts and average number of shares outstanding have been
adjusted to give retroactive effect to the three-for-two stock splits effected in the form of
a 50% stock dividend paid on February 15, 2006 and June 15, 2006.

See accompanying notes to consolidated financial statements.
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CELADON GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended June 30, 2008, 2007, and 2006
(Dollars in thousands)

2008 2007 2006 

Cash flows from operating activities:
Net income $ 6,536 $ 22,252 $ 20,548
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization 32,432 21,625 12,985
(Gain) loss on sale of equipment 833 255 (543)
Provision for deferred income taxes 10,166 10,311 2,017
Provision for doubtful accounts 911 366 786
Stock based compensation expense 1,905 1,827 5,059
Changes in assets and liabilities:
Trade receivables (11,037) (4,291) (488)
Income tax receivable (4,320) 3,690 (5,216)
Tires in service (786) (154) 741
Prepaid expenses and other current assets (6,081) (484) (3,805)
Other assets 243 381 1,164
Accounts payable and accrued expenses 6,693 (2,185) (639)
Income tax payable --- --- (1,957)
Net cash provided by operating activities 37,495 53,593 30,652
Cash flows from investing activities:
Purchase of property and equipment (69,021) (66,783) (95,753)
Proceeds on sale of property and equipment 37,586 37,933 51,417
Purchase of businesses -------- (32,383) ---
Net cash used in investing activities (31,435) (61,233) (44,336)
Cash flows from financing activities:
Proceeds from issuance of common stock 1,059 985 1,060
Repurchase of stock (13,848) --- ---
Tax benefit from issuance of common stock -- 12 635
Proceeds of long-term debt 25,110 13,250 4,750
Payments on long-term debt (10,797) (4,180) (1,354)
Principal payments on capital lease obligations (6,449) (2,911) (848)
Net cash provided by (used in) financing activities (4,925) 7,156 4,243
Increase (decrease) in cash and cash equivalents 1,135 (484) (9,441)
Cash and cash equivalents at beginning of year 1,190 1,674 11,115
Cash and cash equivalents at end of year $ 2,325 $ 1,190 $ 1,674
Supplemental disclosure of cash flow information:
Interest paid $ 5,188 $ 3,475 $ 914
Income taxes paid $ 3,132 $ 6,701 $ 17,141
Supplemental disclosure of non-cash investing activities:
Lease obligation/debt incurred in the purchase of equipment $ --- $ 76,461 $ 2,131
Note payable obligation incurred in purchase of minority shares --- --- $ ---
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CELADON GROUP, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years ended June 30, 2008, 2007, and 2006
(Dollars in thousands, except share amounts)

Common
Stock
No. of
Shares

 Outstanding Amount

Additional
Paid-In
 Capital

Treasury
Stock

Retained
Earnings
(Deficit)

Accumulated
Other

Comprehensive
Income/(Loss)

Unearned
Compensation

Total
Stock-

Holders'
 Equity

Balance at June 30,
2005 22,613,510 $ 746 $ 88,945 $ --- $ 11,544 $ (2,033) $ (711) $ 98,491

Net income --- --- --- --- 20,548 --- --- 20,548
Equity adjustments
for foreign
currency
translation, net of
tax --- --- --- --- --- (223) --- (223)
Comprehensive
income (loss) --- --- --- --- 20,548 (223) --- 20,325
Tax benefits from
stock options --- --- 635 --- --- --- --- 635
Secondary stock
offering (172) --- --- --- --- --- --- ---
Restricted stock
grants 121,680 4 201 --- --- --- 711 916
Exercise of
incentive stock
options 376,349 13 1,047 --- --- --- --- 1,060
Balance at June 30,
2006 23,111,367 $ 763 $ 90,828 --- $ 32,092 $ (2,256) $ --- $ 121,427

Net income --- --- --- --- 22,253 --- --- 22,253
Equity adjustments
for foreign
currency
translation, net of
tax --- --- --- --- --- 871 --- 871
Comprehensive
income --- --- --- --- 22,253 871 --- 23,124
Tax benefits from
stock options --- --- 12 --- --- --- --- 12
Restricted stock
and options
expense 68,160 2 1,770 --- --- --- --- 1,772

401,718 13 972 --- --- --- --- 985
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Exercise of
incentive stock
options
Balance at June 30,
2007 23,581,245 $ 778 $ 93,582 $ --- $ 54,345 $ (1,385) $ --- $ 147,320

Net income --- --- --- --- 6,536 --- --- 6,536
Equity adjustments
for foreign
currency
translation, net of
tax --- --- --- --- --- 1,034 --- 1,034
Comprehensive
income --- --- --- --- 6,536 1,034 --- 7,570
Treasury stock
purchases (2,000,000) --- --- (13,848) --- --- --- (13,848)
Treasury stock
issued --- (5) (1,180) 1,185 --- --- --- ---
Restricted stock
and options
expense 28,974 1 1,751 --- --- --- --- 1,750
Exercise of
incentive stock
options 261,441 8 1,021 30 --- --- --- 1,059
Balance at June 30,
2008 21,871,660 $ 782 $ 95,173 $ (12,633) $ 60,881 $ (351) $ --- $ 143,852

See accompanying notes to consolidated financial statements.
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CELADON GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2008

(1)       ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Celadon Group, Inc. (the "Company"), through its subsidiaries, provides long haul, full truckload services between the
United States, Canada, and Mexico. The Company's primary trucking subsidiaries are: Celadon Trucking Services,
Inc. ("CTSI"), a U.S. based company; Celadon Logistics Services, Inc. ("CLSI"), a U.S. based company; Servicio de
Transportation Jaguar, S.A. de C.V. ("Jaguar"), a Mexican based company; and Celadon Canada, Inc. ("CelCan"), a
Canadian based company.

TruckersB2B, Inc. ("TruckersB2B") is an Internet based "business-to-business" membership program, owned by
Celadon E-Commerce, Inc., a wholly owned subsidiary of Celadon Group, Inc.

Summary of Significant Accounting Policies

Principles of Consolidation and Presentation

The consolidated financial statements include the accounts of Celadon Group, Inc. and its wholly and majority owned
subsidiaries, all of which are wholly owned except for Jaguar in which the Company has a 75% interest. All
significant intercompany accounts and transactions have been eliminated in consolidation. Unless otherwise noted, all
references to annual periods refer to the respective fiscal years ended June 30.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles ("GAAP")
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities,
revenues, expenses, and related disclosures at the date of the financial statements and during the reporting period.
Such estimates include provisions for liability claims and uncollectible accounts receivable. Actual results could differ
from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid instruments with maturity of three months or less when purchased to be cash
equivalents.

Concentration of Credit Risk

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist primarily of
trade receivables. The Company performs ongoing credit evaluations of its customers and does not require collateral
for its accounts receivable. The Company maintains reserves which management believes are adequate to provide for
potential credit losses. Uncollectible accounts receivable are written off against the reserves. Concentrations of credit
risk with respect to trade receivables are generally limited due to the Company's large number of customers and the
diverse range of industries which they represent. Accounts receivable balances due from any single customer did not
total more than 5% of the Company's gross trade receivables at June 30, 2008.
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CELADON GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2008

Property and Equipment

Property and equipment are stated at cost. Property and equipment under capital leases are stated at fair value at the
inception of the lease.

Depreciation of property and equipment and amortization of assets under capital leases is generally computed using
the straight-line method and is based on the estimated useful lives of the related assets (net of salvage value) as
follows:

Revenue  and  se rv ice
equipment

2-7 years

Furn i tu re  and  o f f i ce
equipment

4-5 years

Buildings 20 years
Leasehold improvements Lesser of life of lease

( i n c l u d i n g  e x p e c t e d
renewals) or useful life
of improvement

Initial delivery costs relating to placing tractors in service are expensed as incurred. The cost of maintenance and
repairs is charged to expense as incurred.

Long-lived assets are depreciated over estimated useful lives based on historical experience and prevailing industry
practice. Estimated useful lives are periodically reviewed to ensure they remain appropriate. Long-lived assets are
tested for impairment whenever an event occurs that indicates an impairment may exist. Future cash flows and
operating performance are used for analyzing impairment losses. If the sum of expected undiscounted cash flows is
less than the carrying value an impairment loss is recognized. The Company measures the impairment loss by
comparing the fair value of the asset to its carrying value. Fair value is determined based on a discounted cash flow
analysis or appraised or estimated market values as appropriate. Long-lived assets that are held for sale are recorded at
the lower of carrying value or the fair value less costs to sell.

Tires in Service

Original and replacement tires on tractors and trailers are included in tires in service and are amortized over 18 to 36
months.

Goodwill

The consolidated balance sheets at June 30, 2008 and 2007, included goodwill of acquired businesses of
approximately $19.1 million for both years. These amounts have been recorded as a result of business acquisitions
accounted for under the purchase method of accounting. Under Statement of Financial Accounting Standards
("SFAS") No. 142, Goodwill and Other Intangible Assets, goodwill is not amortized but is tested for impairment
annually (or more often, if an event or circumstance indicates that an impairment loss has been incurred). During the
fourth quarter of fiscal 2008, we completed our most recent annual impairment test for that fiscal year and concluded
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that there was no indication of impairment.

Tests for impairment include estimating the fair value of our reporting units. As required by SFAS No. 142, we
compare the estimated fair value of our reporting units with their respective carrying amounts including goodwill. We
define a reporting unit as an operating segment. Under SFAS No. 142, fair value refers to the amount for which the
entire reporting unit could be bought or sold. Our methods for estimating reporting unit values include market
quotations, asset and liability fair values, and other valuation techniques, such as discounted cash flows and multiples
of earnings, revenue, or other financial measures. With the exception of market quotations, all of these methods
involve significant estimates and assumptions, including estimates of future financial performance and the selection of
appropriate discount rates and valuation multiples.
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Insurance Reserves

The Company's insurance program for liability, property damage, and cargo loss and damage, involves self-insurance
with high retention levels. Under the casualty program, the Company is self-insured for personal injury and property
damage claims for varying amounts depending on the date the claim was incurred. The Company accrues the
estimated cost of the retained portion of incurred claims. These accruals are based on an evaluation of the nature and
severity of the claim and estimates of future claims development based on historical trends. Insurance and claims
expense will vary based on the frequency and severity of claims, the premium expense and self-insured retention
levels.  The administrative expenses associated with these reserves are expensed when paid.

Revenue Recognition

Trucking revenue and related direct cost are recognized on the date freight is delivered by the Company to the
customer and collectibility is reasonably assured. Prior to commencement of shipment, the Company will negotiate an
agreed upon price for services to be rendered.

TruckersB2B revenue is recognized at different times depending on the product or service purchased by the
TruckersB2B member ("member"). Revenue for fuel rebates is recognized in the month the fuel was purchased by a
member. The tire rebate revenue is recognized when proof-of-purchase documents are received from members. In
most other programs, TruckersB2B receives commissions, royalties, or transaction fees based upon percentages of
member purchases. TruckersB2B records revenue under these programs when earned and it receives the necessary
information to calculate the revenue.

Costs of Products and Services

Cost of products and services represents the cost of the product or service purchased or used by the TruckersB2B
member. Cost of products and services is recognized in the period that TruckersB2B recognizes revenue for the
respective product or service.

Advertising

Advertising costs are expensed as incurred by the Company. Advertising expenses for fiscal 2008, 2007, and 2006
were $1.3 million, $1.4 million, and $1.1 million, respectively, and are included in salaries, wages, and employee
benefits and other operating expenses in the Consolidated Statements of Operations.

Income Taxes

Deferred taxes are recognized for the future tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial and income tax reporting, based on enacted tax laws and rates. Federal income taxes
are provided on the portion of the income of foreign subsidiaries that is expected to be remitted to the United States.

Effective July 1, 2007, we adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109 ("FIN 48").  FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a
tax return.
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Accounting for Derivatives

The Company had no derivative financial instruments in place in fiscal 2008, 2007, or 2006 to reduce exposure to fuel
and currency price fluctuations. SFAS No. 133, Accounting for Certain Derivatives and Hedging Activities, requires
that all derivative instruments be recorded on the balance sheet at their respective fair values.
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Earnings per Share ("EPS")

The Company applies the provisions of SFAS No. 128, Earnings per Share, which requires companies to present basic
EPS and diluted EPS. Basic EPS excludes dilution and is computed by dividing income available to common
stockholders by the weighted-average number of common shares outstanding for the period. Diluted EPS reflects the
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into
common stock or resulted in the issuance of common stock that then shared in the earnings of the Company. Dilutive
common stock options are included in the diluted EPS calculation using the treasury stock method.

Stock-based Employee Compensation Plans

In December 2004, the Financial Accounting Standards Board ("FASB") issued SFAS No. 123(R), Share-Based
Payments ("SFAS 123(R)"), revising SFAS No. 123, Accounting for Stock Based Compensation; superseding
Accounting Principles Board ("APB") Opinion No. 25, Accounting for Stock Issued to Employees and its related
implementation guidance; and amending SFAS No. 95, Statement of Cash Flows. SFAS 123(R) requires companies to
recognize the grant date fair value of stock options and other equity-based compensation issued to employees in its
income statement. We adopted this statement effective July 1, 2005. Our adoption of SFAS 123(R) impacted our
results of operations by increasing salaries, wages, and related expenses, increasing additional paid-in capital, and
increasing deferred income taxes. See Footnote 7 for the impact to the Company.

Foreign Currency Translation

Foreign financial statements are translated into U.S. dollars in accordance with SFAS No. 52, Foreign Currency
Translation. Assets and liabilities of the Company's foreign operations are translated into U.S. dollars at year-end
exchange rates. Income statement accounts are translated at the average exchange rate prevailing during the year.
Resulting translation adjustments are included in other comprehensive income.

Recent Accounting Pronouncements

In February 2007, FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities
("SFAS 159"). SFAS 159 permits entities to choose to measure certain financial assets and liabilities at fair value.
Unrealized gains and losses on items for which the fair value option has been elected are reported in earnings. SFAS
159 is effective for fiscal years beginning after November 15, 2007. The Company is currently assessing the expected
impact of adopting SFAS 159 on our consolidated financial position and results of operations when it becomes
effective.

In September 2006, FASB issued SFAS No. 157, Fair Value Measurements ("SFAS 157"). SFAS 157 defines fair
value, establishes a framework for measuring fair value and expands disclosures about fair value measurements
required under other accounting pronouncements, but does not change existing guidance as to whether or not an
instrument is carried at fair value. It also establishes a fair value hierarchy that prioritizes information used in
developing assumptions when pricing an asset or liability.  SFAS 157 is effective for financial statements issued for
fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. In February 2008,
FASB issued Staff Position No. 157-2, which provides a one-year delayed application of SFAS 157 for nonfinancial
assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a
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recurring basis (at least annually). The Company must adopt these new requirements no later than its first quarter of
fiscal 2010.  The Company is currently assessing the expected impact of adopting SFAS 157 on our consolidated
financial position and results of operations when it becomes effective.
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In December 2007, FASB issued SFAS No. 141R (revised 2007), Business Combinations ("SFAS 141R"), which
replaces SFAS No. 141. The statement retains the purchase method of accounting for acquisitions, but requires a
number of changes, including changes in the way assets and liabilities are recognized in the purchase
accounting. It also changes the recognition of assets acquired and liabilities assumed arising from contingencies,
requires the capitalization of in-process research and development at fair value, and requires the expensing of
acquisition-related costs as incurred. SFAS 141R is effective for us beginning July 1, 2009 and will apply
prospectively to business combinations completed on or after that date.

In December 2007, FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB 51 ("SFAS 160"), which changes the accounting and reporting for minority interests. Minority
interests will be recharacterized as noncontrolling interests and will be reported as a component of equity separate
from the parent's equity, and purchases or sales of equity interests that do not result in a change in control will be
accounted for as equity transactions. In addition, net income attributable to the noncontrolling interest will be included
in consolidated net income on the face of the income statement and, upon a loss of control, the interest sold, as well as
any interest retained, will be recorded at fair value with any gain or loss recognized in earnings. SFAS 160 is effective
for us beginning July 1, 2009 and will apply prospectively, except for the presentation and disclosure requirements,
which will apply retrospectively. We are currently assessing the potential impact that adoption of SFAS 160 would
have on our financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No. 133, ("SFAS 161"). SFAS 161 requires enhanced disclosures about an entity's
derivative and hedging activities, including (i) how and why an entity uses derivative instruments, (ii) how derivative
instruments and related hedged items are accounted for under SFAS No. 133, and (iii) how derivative instruments and
related hedged items affect an entity's financial position, financial performance, and cash flows. This statement is
effective for financial statements issued for fiscal years beginning after Nov. 15, 2008. Accordingly, the Company
will adopt SFAS 161 in fiscal year 2010.

(2)       STOCK SPLITS

On January 18, 2006, the Board of Directors approved a three-for-two stock split, effected in the form of a fifty
percent (50%) stock dividend. The stock split distribution date was February 15, 2006, to stockholders of record as of
the close of business on February 1, 2006.

On May 4, 2006, the Board of Directors approved a second three-for-two stock split, effected in the form of a fifty
percent (50%) stock dividend. The second stock split distribution date was June 15, 2006, to stockholders of record as
of the close of business on June 1, 2006.

Unless otherwise indicated, all share and per share amounts have been adjusted to give retroactive effect to this
stock-split.

(3)       ACQUISITIONS

On June 5, 2007, the Company acquired certain assets of Air Road Express Inc. ("Air Road"). Pursuant to the asset
purchase agreement, our wholly-owned subsidiary, CTSI, acquired Air Road's truckload business, including 53
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tractors and 102 trailers for approximately $2.9 million, all of which was allocated to fixed assets.  In connection with
the acquisition, we offered employment to approximately 80 qualified, former Air Road drivers.

On February 28, 2007, the Company acquired certain assets of Warrior Services Inc. d/b/a Warrior Xpress
("Warrior"). Pursuant to the asset purchase agreement, our wholly-owned subsidiary, CTSI, acquired Warrior's
truckload business, including 82 tractors and 287 trailers for approximately $8.3 million, all of which was allocated to
fixed assets. In connection with the acquisition, we offered employment to approximately 110 qualified, former
Warrior drivers.
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On October 6, 2006, the Company acquired certain assets of Erin Truckways Ltd., d/b/a Digby Truck Line, Inc.
("Digby"). Pursuant to the asset purchase agreement, our wholly-owned subsidiary, CTSI, acquired Digby's truckload
business, including approximately 270 tractors and 590 trailers for approximately $21.2 million, all of which was
allocated to fixed assets.  In connection with the acquisition, we offered employment to approximately 150 qualified,
former Digby drivers.

(4)       PROPERTY, EQUIPMENT, AND LEASES

Property and equipment consists of the following (in thousands):

2008 2007
Revenue equipment owned $ 187,416 $ 158,924
Revenue equipment under capital leases 57,239 57,510
Furniture and office equipment 4,970 4,850
Land and buildings 17,007 15,942
Service equipment 1,203 1,123
Leasehold improvements 2,997 2,550

$ 270,832 $ 240,898

Included in accumulated depreciation was $6.2 million and $2.0 million in 2008 and 2007, respectively, related to
revenue equipment under capital leases. Depreciation and amortization expense relating to property and equipment
owned and revenue equipment under capital leases, including gains (losses) on disposition of equipment and
impairment of trailers, was $33.3 million in 2008, $21.9 million in 2007, and $12.4 million in 2006.

(5)       LEASE OBLIGATIONS AND LONG-TERM DEBT

Lease Obligations

The Company leases certain revenue and service equipment under long-term lease agreements, payable in monthly
installments.

Equipment obtained under capital leases is reflected on the Company's balance sheet as owned and the related leases
bear interest at rates ranging from 3.7% to 5.9% per annum, maturing at various dates through 2013.

Assets held under operating leases are not recorded on the Company's balance sheet. The Company leases revenue and
service equipment under noncancellable operating leases expiring at various dates through June 2013.

The Company leases warehouse and office space under noncancellable operating leases expiring at various dates
through September 2021. Certain real estate leases contain renewal options.

Total rental expense under operating leases was as follows for 2008, 2007, and 2006 (in thousands):

2008 2007 2006
Revenue and service equipment $ 25,596 $ 31,900 $ 39,601
Office facilities and terminals 2,912 3,094 2,423
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$ 28,508 $ 34,994 $ 42,024
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Future minimum lease payments relating to capital leases and to operating leases with initial or remaining terms in
excess of one year are as follows (in thousands):

Year ended June 30
Capital
Leases

Operating
Leases

2009                                                                            $ 8,554 $ 34,009
2010                                                                            8,503 28,880
2011                                                                            16,819 18,369
2012                                                                            18,804 13,676
2013                                                                            1,804 13,675
Thereafter                                                                            ---- 36,616
Total minimum lease
payments                                                                            $ 54,484 $ 145,225
Less amounts representing
interest                                                                            5,913
Present value of minimum lease
payments                                                                            $ 48,571
Less current
maturities                                                                            6,454
Non-current
portion                                                                            $ 42,117

The Company is obligated for lease residual value guarantees of $67.1 million, with $13.1 million due in fiscal 2009.
The guarantees are included in the future minimum lease payments above. To the extent the expected value at lease
termination date is lower than the residual value guarantee; we would accrue for the difference over the remaining
lease term.

Long-Term Debt

The Company's outstanding borrowings excluding capital leases set forth above consist of the following at June 30 (in
thousands):

2008 2007
Outstanding amounts under Credit
Agreement $ 43,110 $ 18,000
Other borrowings  10,825  21,622

53,935 39,622
Less current maturities   8,290   10,736
Non-current portion $ 45,645 $ 28,886

Lines of Credit
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On September 26, 2005, the Company, CTSI, and TruckersB2B entered into an unsecured Credit Agreement (the
"Credit Agreement") with LaSalle Bank National Association, as administrative agent, and LaSalle Bank National
Association, Fifth Third Bank (Central Indiana), and JPMorgan Chase Bank, N.A., as lenders. The Credit Agreement
was amended on December 23, 2005, by the First Amendment to Credit Agreement, pursuant to which CLSI was
added as a borrower to the Credit Agreement. The Credit Agreement, as amended by the Third Amendment on
January 22, 2008, matures on January 23, 2013.  The Credit Agreement is intended to provide for ongoing working
capital needs and general corporate purposes.  Borrowings under the Credit Agreement are based, at the option of the
Company, on a base rate equal to the greater of the federal funds rate plus 0.5% and the administrative agent's prime
rate or LIBOR plus an applicable margin between 0.75% and 1.125% that is adjusted quarterly based on cash flow
coverage. The Credit Agreement is guaranteed by Celadon E-Commerce, Inc., CelCan, and Jaguar, each of which is a
subsidiary of the Company.
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The Credit Agreement has a maximum revolving borrowing limit of $70.0 million, and the Company may increase the
revolving borrowing limit by an additional $20.0 million, to a total of $90.0 million. Letters of credit are limited to an
aggregate commitment of $15.0 million and a swing line facility has a limit of $5.0 million. A commitment fee that is
adjusted quarterly between 0.15% and 0.225% per annum based on cash flow coverage is due on the daily unused
portion of the Credit Agreement. The Credit Agreement contains certain restrictions and covenants relating to, among
other things, dividends, tangible net worth, cash flow, mergers, consolidations, acquisitions and dispositions, and total
indebtedness. We were in compliance with these covenants at June 30, 2008. At June 30, 2008, $43.1 million of our
credit facility was utilized as outstanding borrowings and $4.5 million was utilized for standby letters of credit. Our
effective interest rate at June 30, 2008 was 3.67%.

Other Borrowings

Other borrowings consist primarily of mortgage debt financing and notes payable for equipment purchase, which are
collateralized by the equipment. At June 30, 2008, the interest rate charged on outstanding borrowings ranged from
5.0% to 6.1%.

Maturities of long-term debt for the years ending June 30 are as follows (in thousands):

2008 $ 8,290
2009 2,154
2010 337
2011 44
2012  43,110

$ 53,935

(6)       EMPLOYEE BENEFIT PLANS

401(k) Profit Sharing Plan

The Company has a 401(k) profit sharing plan, which permits U.S. employees of the Company to contribute up to
50% of their annual compensation, up to certain Internal Revenue Service limits, on a pretax basis. The contributions
made by each employee are fully vested immediately and are not subject to forfeiture. The Company makes a
discretionary matching contribution of up to 50% of the employee's contribution up to 5% of their annual
compensation. The aggregate Company contribution may not exceed 5% of the employee's compensation. Employees
vest in the Company's contribution to the plan at the rate of 20% per year from the date of employee anniversary.
Contributions made by the Company during 2008, 2007, and 2006 amounted to $268,000, $331,000, and $396,000,
respectively.

(7)       STOCK PLANS

On July 1, 2005, the Company adopted SFAS 123(R) using the modified prospective method. This Statement requires
all share-based payments to employees, including grants of employee stock options, be recognized in the financial
statements based upon a grant-date fair value of an award as opposed to the intrinsic value method of accounting for
stock-based employee compensation under APB No. 25, which the Company used for the preceding years.
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In January 2006, stockholders approved the 2006 Omnibus Plan ("2006 Plan") that provides various vehicles to
compensate the Company's key employees. The 2006 Plan utilizes such vehicles as stock options, restricted stock
grants, and stock appreciation rights ("SARs"). The 2006 Plan authorized the Company to grant 1,687,500 shares. In
fiscal 2008, the Company granted 730,990 stock options and 59,426 restricted stock grants. In fiscal 2007, the
Company granted 20,000 stock options and 68,160 restricted stock grants. The Company is authorized to grant an
additional 245,538 shares.
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The total compensation cost that has been recorded for such stock-based awards was an expense of $1.9 million in
fiscal 2008, and $1.8 million in fiscal 2007, and $5.1 million in fiscal 2006. The total income tax benefit recognized in
the income statement for share-based compensation arrangements was $0.7 million in fiscal 2008, $0.8 million in
fiscal 2007, and $1.1 million in fiscal 2006.

The Company has granted a number of stock options under various plans. Options granted to employees have been
granted with an exercise price equal to the market price on the grant date and expire on the tenth anniversary of the
grant date. The majority of options granted to employees vest 25 percent per year, commencing with the first
anniversary of the grant date. Options granted to non-employee directors have been granted with an exercise price
equal to the market price on the grant date, vest over three years with regard to the 2006 Plan grants and four years
with respect to all other grants, commencing with the first anniversary of the grant date, and expire on the tenth
anniversary of the grant date.

A summary of the activity of the Company's stock option plans as of June 30, 2008 and changes during the period
then ended is presented below:

Options Shares

Weighted-Average
Exercise

Price

Weighted-Average
Remaining
Contractual

Term

Aggregate
Intrinsic
Value

Outstanding at June 30, 2006 1,446,710 $ 7.44 5.80 $ 21,118,912
Granted 20,000 $ 18.84 --- ---
Exercised (401,718) $ 2.45  --- ---
Outstanding at June 30, 2007 1,064,992 $ 9.54 7.06 $ 6,879,503
Granted 730,990 $ 9.95 --- ---
Forfeited or expired (214,643) $ 15.42
Exercised (261,441) $ 4.03  --- ---
Outstanding at June 30, 2008 1,319,898 $ 9.90 7.98 $ 1,742,049
Exercisable at June 30, 2008 408,992 $ 9.67 6.21 $ 928,403

The total intrinsic value of options exercised during fiscal 2008, 2007, and 2006 was $0.9 million, $5.3 million, and
$4.1 million, respectively.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model
with the following weighted-average assumptions used for grants:

2008 2007 2006
Weighted average grant date fair value $ 4.47 $ 9.97 $ 5.59
Dividend yield 0 0 0
Expected volatility 41.9% 64.2% 50.1%
Risk-free interest rate 3.93% 4.92% 4.35%
Expected lives 4 years 4 years 4 years
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Expected volatility is based upon the historical volatility of the Company's stock. The risk-free rate is based upon the
U.S. Treasury yield curve in effect at the time of grant. Expected lives are based upon the historical experience of the
Company.
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Restricted Shares

Number of
Shares

Weighted
Average

Grant Date
Fair Value

Unvested at June 30, 2006 203,580 $ 10.10
Granted 68,160 $ 16.79
Vested (68,558) $ 8.96
Unvested at June 30, 2007 203,182 $ 12.73
Granted 59,426 $ 8.82
Forfeited (30,452) $ 10.83
Vested (75,956) $ 11.48
Unvested at June 30, 2008 156,200 $ 12.22

Restricted shares granted to employees have been granted subject to achievement of certain performance targets and
vest 25% each year, commencing with the first anniversary of the grant date. The weighted average grant date share
prices were $8.82, $16.79, and $12.81 in fiscal 2008, 2007, and 2006, respectively.

As of June 30, 2008, we had $3.1 million and $1.2 million of total unrecognized compensation expense related to
stock options and restricted stock, respectively, that is expected to be recognized over the remaining weighted average
period of approximately 3.6 years for stock options and 2.2 years for restricted stock.

Stock Appreciation Rights

Number of
Shares

Weighted
Average

Grant Date
Fair Value

Unvested at June 30, 2006 571,437 $ 7.73
Paid (7,871) $ 4.48
Forfeited (309,176) $ 7.10
Unvested at June 30, 2007 254,390 $ 8.59
Paid (50,064) $ 8.32
Forfeited (37,124) $ 8.59
Unvested at June 30, 2008 167,202 $ 8.68

Stock appreciation rights were granted to employees vesting on a 3 or 4 year vesting schedule; in addition, certain
financial targets must be met for these shares to vest. The weighted average grant date share price was $8.59 and
$7.73 for fiscal 2007 and 2006, respectively. The Company recognized a benefit of $1.0 million and $1.9 million in
fiscal 2008 and 2007, respectively, for vested stock appreciation rights.

During the first quarter of fiscal 2007, the Company gave SARs grantees the opportunity to enter into an alternative
fixed compensation arrangement whereby the grantee would forfeit all rights to SARs compensation in exchange for a
guaranteed quarterly payment for the remainder of the underlying SARs term.  This alternative arrangement is subject
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to continued service to the Company or one of its subsidiaries.  The number of forfeited SARs reported above reflects
entry into this alternative arrangement.  These fixed payments will be accrued quarterly from July 1, 2006 to March
31, 2009. The Company offered this alternative arrangement to mitigate the volatility to earnings from stock price
variance on the SARs.
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Stockholder Rights Plan

On June 28, 2000, the Company's Board of Directors approved a Stockholder Rights Plan whereby, on July 31, 2000,
common stock purchase rights ("Rights") were distributed as a dividend at the rate of one Right for each share of the
Company's common stock held as of the close of business on July 20, 2000. The Rights will expire on July 18, 2010.
Under the plan, the Rights will be exercisable only if triggered by a person or group's acquisition of 15% or more of
the Company's common stock. Each right, other than Rights held by the acquiring person or group, would entitle its
holder to purchase a specified number of the Company's common shares for 50% of their market value at that time.

Following the acquisition of 15% or more of the Company's common stock by a person or group, the Board of
Directors may authorize the exchange of the Rights, in whole or in part, for shares of the Company's common stock at
an exchange ratio of one share for each Right, provided that at the time of such proposed exchange no person or group
is then the beneficial owner of 50% or more of the Company's common stock.

Unless a 15% acquisition has occurred, the Rights may be redeemed by the Company at any time prior to the
termination date of the plan.

(8)       STOCK REPURCHASE PROGRAMS

On October 24, 2007, the Company's Board of Directors authorized a stock repurchase program pursuant to which the
Company purchased 2,000,000 shares of the Company's common stock in open market transactions at an aggregate
cost of approximately $13.8 million. On December 5, 2007, the Company's Board of Directors authorized an
additional stock repurchase program pursuant to which the Company may purchase up to 2,000,000 additional shares
of the Company's common stock in open market transactions through December 3, 2008. We intend to hold
repurchased shares in treasury for general corporate purposes, including issuances under stock option plans.  We
account for treasury stock using the cost method.

(9)       EARNINGS PER SHARE

The following is a reconciliation of the numerators and denominators used in computing earnings per share (in
thousands):

 2008  2007  2006 

Net income $ 6,536 $ 22,252 $ 20,548
Basic earnings per share:
Weighted - average number of common
shares outstanding 22,378 23,252 22,828
Basic earnings per share $ 0.29 $ 0.96 $ 0.90

Diluted earnings per share:
Weighted - average number of common
shares outstanding 22,378 23,252 22,828
Effect of stock options and other incremental shares 239 446 558
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Weighted-average number of common shares
outstanding - diluted 22,617 23,698 23,386
Diluted earnings per share $ 0.29 $ 0.94 $ 0.88

The Company has 1,182,903 options that could potentially dilute basic earnings per share that were excluded from the
EPS calculation as they are antidilutive in the current year.
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(10)    COMMITMENTS AND CONTINGENCIES

The Company has outstanding commitments to purchase approximately $186.4 million of revenue equipment at June
30, 2008.

Standby letters of credit, not reflected in the accompanying consolidated financial statements, aggregated
approximately $4.5 million at June 30, 2008.

The Company has employment and consulting agreements with various key employees providing for minimum
combined annual compensation of $655,000 in fiscal 2009.

There are various claims, lawsuits, and pending actions against the Company and its subsidiaries in the normal course
of the operation of their businesses with respect to cargo, auto liability, or income taxes. 

On August 8, 2007, the 384th District Court of the State of Texas situated in El Paso, Texas, rendered a judgment
against CTSI, for approximately $3.4 million in the case of Martinez v. Celadon Trucking Services, Inc., which was
originally filed on September 4, 2002. The case involves a workers' compensation claim of a former employee of
CTSI who suffered a back injury as a result of a traffic accident. CTSI and the Company believe all actions taken were
proper and legal and contend that the proper and exclusive place for resolution of this dispute was before the Indiana
Workers Compensation Board. While there can be no certainty as to the outcome, the Company believes that the
ultimate resolution of this dispute will not have a materially adverse effect on its consolidated financial position or
results of operations. CTSI filed an appeal of the decision to the Texas Court of Appeals in October 2007.  Trial
transcripts are being prepared for the Court of Appeals and appellate briefing is in process.

(11)    RELATED PARTY TRANSACTIONS

Since August 2007, the Company has used rent-free, an approximately nine acre parcel of land located on Interstate 37
near Indianapolis, Indiana, to evaluate the prospects for operating a used-equipment business to dispose of a portion of
its own tractors and trailers in the ordinary course of business.  The Company intends to continue the equipment sales
business and found the location to be favorable.  The land was owned by Will LLC, and Indiana Limited Liability
Company owned and managed by Mrs. Will, the wife of Paul Will, the Company's Vice Chairman of the Board,
Executive Vice President, Chief Financial Officer, Treasurer, and Assistant Secretary ("Will LLC").  On June 20,
2008, the Company purchased the parcel from Will LLC at a cost of $97,500 per acre, or a total of $821,222.  Prior to
entry into the purchase agreement with the Company, Will LLC had received written offers to purchase the parcel
from independent third parties at prices of $95,000 and $100,000 per acre, respectively.  Mrs. Will, as the sole
member of Will LLC, had a financial interest in the transaction equal to the total purchase price.  The transaction was
reviewed and approved in advance by the Company's Audit and Corporate Governance Committee of the Board of
Directors.
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(12)    INCOME TAXES

The income tax provision for operations in 2008, 2007, and 2006 consisted of the following (in thousands):

2008 2007 2006
Current:
Federal $ (2,246) $ 3,509 $ 9,812
State and local (462) 1,181 1,262
Foreign (311) (773) (225)
Total Current (3,019) 3,917 10,849
Deferred:
Federal 9,440 9,593 1,869
State and local 1,788 524 210
Foreign (1,062) 194 (62)
Total Deferred 10,166 10,311 2,017
Total $ 7,147 $ 14,228 $ 12,866

No benefit has been recognized for U.S. federal income taxes on undistributed losses of foreign subsidiaries of
approximately $2.5 million at June 30, 2008.  Included in the consolidated income before income taxes is a loss of
approximately $3.9 million from foreign operations in fiscal 2008.

The Company's income tax expense varies from the statutory federal tax rate of 35% applied to income before income
taxes as follows (in thousands):

2008 2007 2006 

Computed "expected" income tax expense $ 4,792 $ 12,768 $ 11,695
State taxes, net of federal benefit 862 1,108 957
Non-deductible expenses 1,398 1,368 922
Other, net 95 (1,016) (708)
Actual income tax expense $ 7,147 $ 14,228 $ 12,866
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The tax effect of temporary differences that give rise to significant portions of the deferred tax assets and liabilities at
June 30, 2008 and 2007 consisted of the following (in thousands):

2008 2007
Deferred tax assets:
Deferred equity compensation $ 1,157 $ 1,271
Insurance reserves 3,857 2,491
Other 3,362 3,188
Total deferred tax assets $ 8,376 $ 6,950

Deferred tax liabilities:
Property and equipment $ (29,680) $ (19,735)
Goodwill (3,258) (2,895)
Capital leases (2,322) (1,498)
Other (1,593) (1,133)
Total deferred tax liabilities $ (36,853) $ (25,261)

Net current deferred tax assets $ 3,035 $ 2,021
Net non-current deferred tax liabilities (31,512) (20,332)
Total net deferred tax liabilities $ (28,477) $ (18,311)

As of June 30, 2008, the Company had operating loss carry-forwards for Income Tax Purposes of $9.4 million, which
have expiration dates of 2014 and after.

Effective July 1, 2007, we adopted FIN 48, which prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return.  As of
June 30, 2008 the Company recorded a $0.8 million liability for unrecognized tax benefits, a portion of which
represents penalties and interest.
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(13)    SEGMENT INFORMATION AND SIGNIFICANT CUSTOMERS

The Company operates in two segments, transportation and e-commerce. The Company generates revenue in the
transportation segment primarily by providing truckload hauling services through its subsidiaries, CTSI, CLSI, Jaguar,
and CelCan. The Company provides certain services over the Internet through its e-commerce subsidiary,
TruckersB2B. The e-commerce segment generates revenue by providing discounted fuel, tires, and other products and
services to small and medium-sized trucking companies. The Company evaluates the performance of its operating
segments based on operating income.

Fiscal year ended
June 30,

(Dollars in thousands)
2008 2007 2006

Total revenues
Transportation $ 556,571 $ 492,692 $ 471,872
E-Commerce 9,324 10,000 8,322

565,895 502,692 480,194
Operating income
Transportation 17,363 38,539 32,708
E-Commerce 1,435 1,561 1,520

18,798 40,100 34,228
Depreciation and amortization
Transportation 33,247 21,862 12,428
E-Commerce 17 18 14

33,264 21,880 12,442
Interest income
Transportation (106) (21) (153)

Interest expense
Transportation 5,028 3,532 888
E-Commerce --- --- 45

5,028 3,532 933
Income before taxes
Transportation 12,059 34,882 31,939
E-Commerce 1,624 1,599 1,475

13,683 36,481 33,414
Goodwill
Transportation 16,702 16,702 16,702
E-Commerce 2,435 2,435 2,435

19,137 19,137 19,137
Total assets
Transportation 322,080 301,286 186,165
E-Commerce 7,255 5,627 3,901

329,335 306,913 190,066
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Information as to the Company's operations by geographic area is summarized below (in thousands). The Company
allocates total revenue based on the country of origin of the tractor hauling the freight.

2008 2007 2006
Total revenue:
United States $ 477,830 $ 414,360 $ 393,090
Canada 56,320 58,790 59,666
Mexico 31,745 29,542 27,438
Total $ 565,895 $ 502,692 $ 480,194

Long lived assets:
United States $ 203,728 $ 198,886 $ 101,911
Canada 11,753 9,211 4,719
Mexico 12,673 9,910 6,348
Total $ 228,154 $ 218,007 $ 112,978

No customer accounted for more than 5% of the Company's total revenue during any of its three most recent fiscal
years.

(14)    SELECTED QUARTERLY DATA (Unaudited)

Summarized quarterly data for fiscal 2008 and 2007 follows (in thousands except per share amounts):

Fiscal Year 2008
1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

Total revenues $ 133,779 $ 138,609 $ 138,890 $ 154,618
Operating expenses 127,828 133,760 136,564 148,947

Operating income 5,951 4,849 2,326 5,671
Other expense, net 1,339 1,256 1,231 1,288

Income before taxes 4,612 3,593 1,095 4,383
Income tax expense 2,111 1,870 946 2,220

Net income $ 2,501 $ 1,723 $ 149 $ 2,163

Basic income per share $ 0.11 $ 0.08 $ 0.01 $ 0.10
Diluted income per share $ 0.11 $ 0.08 $ 0.01 $ 0.10
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Fiscal Year 2007
1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

Total revenues $ 127,728 $ 122,870 $ 120,400 $ 131,694
Operating expenses 116,087 111,893 112,780 121,832

Operating income 11,641 10,977 7,620 9,862
Other expense, net 279 773 1,030 1,538

Income before taxes 11,362 10,204 6,590 8,324
Income tax expense 4,249 4,139 2,660 3,180

Net income $ 7,113 $ 6,065 $ 3,930 $ 5,144

Basic income per share $ 0.31 $ 0.26 $ 0.17 $ 0.22
Diluted income per share $ 0.30 $ 0.26 $ 0.17 $ 0.22
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SCHEDULE I

CELADON GROUP, INC.
VALUATION AND QUALIFYING ACCOUNTS

Years ended June 30, 2008, 2007, and 2006

Description

Balance at
Beginning
of Period

Charged to
Costs and
Expenses Deductions

Balance at
End of
Period

Year ended June 30, 2006:
Allowance for doubtful accounts $ 1,496,213 $ 786,015 $ 1,013,303(a) $ 1,268,925
Reserves for claims payable as self insurer $ 10,782,285 $ 9,728,359 $ 12,778,099(b) $ 7,732,545

Year ended June 30, 2007:
Allowance for doubtful accounts $ 1,268,925 $ 366,099 $ 458,693(a) $ 1,176,331
Reserves for claims payable as self insurer $ 7,732,545 $ 9,097,620 $ 9,708,932(b) $ 7,121,233

Year ended June 30, 2008:
Allowance for doubtful accounts $ 1,176,331 $ 910,719 $ 892,965(a) $ 1,194,085
Reserves for claims payable as self insurer $ 7,121,233 $ 13,198,369 $ 10,196,906(b) $ 10,122,696
_____________________

(a) Represents accounts receivable write-offs.
(b) Represents claims paid.
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Item 9.           Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There were no changes in or disagreements with accountants on accounting or financial disclosure within the last two
fiscal years.

Item 9A.        Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We have established disclosure controls and procedures to ensure that material information relating to us and our
consolidated subsidiaries is made known to the officers who certify our financial reports and to other members of
senior management and the Board of Directors.

Based on their evaluation as of June 30, 2008, our principal executive officer and principal financial officer have
concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act) are effective to ensure that the information required to be disclosed by us in the reports that we file or
submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in
SEC rules and forms.

Management's Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting.
Internal control over financial reporting is defined in Rule 13a-15(f) or 15d-15(f) promulgated under the Exchange
Act as a process designed by, or under the supervision of, the principal executive and principal financial officers, and
effected by the board of directors, management, and other personnel, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
U.S. generally accepted accounting principles and includes those policies and procedures that:

· Pertain to the maintenance of records that in reasonable detail, accurately, and
fairly reflect the transactions and dispositions of our assets;

· Provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally
accepted accounting principles, and that our receipts and expenditures are
being made only in accordance with authorizations of our management and
directors; and

· Provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of our assets that could have a
material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Management assessed the effectiveness of our internal control over financial reporting as of June 30, 2008. In making
this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) in Internal Control - Integrated Framework.
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Based on its assessment, management believes that, as of June 30, 2008, our internal control over financial reporting
is effective based on those criteria.

55

Edgar Filing: FLOW INTERNATIONAL CORP - Form SC 13D/A

103



TABLE OF CONTENTS

Design and Changes in Internal Control over Financial Reporting

The design, monitoring, and revision of the system of internal accounting controls involves, among other things,
management's judgments with respect to the relative cost and expected benefits of specific control measures.

There were no changes in our internal control over financial reporting that occurred during the quarter ended June 30,
2008, that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.

Item 9B.        Other Information.

  Not applicable.
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PART III

Certain information required to be set forth in Part III of this report is incorporated by reference to our definitive
Proxy Statement which will be filed with the SEC not later than 120 days after the end of the fiscal year covered by
this Annual Report on Form 10-K. Only those sections of the definitive Proxy Statement which specifically address
the items set forth herein are incorporated by reference. Such incorporation does not include the Compensation
Committee Report included in the definitive Proxy Statement.

Item 10.        Directors and Executive Officers of the Registrant

The information required by this Item, with the exception of the Code of Ethics disclosure below, is incorporated
herein by reference to our definitive Proxy Statement to be filed in connection with the 2008 Annual Meeting of
Stockholders.

Code of Ethics

We have adopted a Code of Ethics that applies to our principal executive officer, principal financial officer, principal
accounting officer or controller, or persons performing similar functions. A copy of the Code of Ethics was filed as
Exhibit 14 to our Annual Report on Form 10-K for the year ended June 30, 2003, filed with the SEC on September 19,
2003.

Item 11.        Executive Compensation

The information required by this Item is incorporated herein by reference to our definitive Proxy Statement to be filed
in connection with the 2008 Annual Meeting of Stockholders.

Item 12.        Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this Item, is incorporated herein by reference to our definitive Proxy Statement to be filed
in connection with the 2008 Annual Meeting of Stockholders. The following table provides certain information as of
June 30, 2008, with respect to our compensation plans and other arrangements under which shares of our common
stock are authorized for issuance.

Equity Compensation Plan Information

The following table summarizes our equity compensation plans as of June 30, 2008:

Plan Category

(a)
Number of securities

to be issued
upon exercise
of outstanding

options,
warrants and rights

(b)
Weighted-average

price of
outstanding options,
warrants and rights

(c)
Number of securities
remaining available
for future issuance

Equity compensation plans
approved by security holders 1,333,505 $9.90 245,538

Equity compensation plans
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not approved by security
holders

Not applicable Not applicable Not applicable
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Item 13.        Certain Relationships and Related Transactions

The information required by this Item is incorporated herein by reference to our definitive Proxy Statement to be filed
in connection with the 2008 Annual Meeting of Stockholders.

Item 14.        Principal Accounting Fees and Services

The information required by this Item is incorporated herein by reference to our definitive Proxy Statement to be filed
in connection with the 2008 Annual Meeting of Stockholders.
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PART IV

Item 15.        Exhibits, Financial Statement Schedule

Page Number of
Annual Report
on Form 10-K

(a)           List of Documents filed as part of this Report

(1)           Financial Statements

Report of Independent Registered Public Accounting Firm - KPMG LLP 32

Consolidated Balance Sheets 33

Consolidated Statements of Operations 34

Consolidated Statements of Cash Flows 35

Consolidated Statements of Stockholders' Equity 36

Notes to Consolidated Financial Statements 37

(2)           Financial Statement Schedule

Schedule I - Valuation and Qualifying Accounts 54
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(b)           Exhibits (Numbered in accordance with Item 601 of Regulation S-K).
3.1 Amended and Restated Certificate of Incorporation of the Company. (Incorporated by

reference to the Company's Quarterly Report on Form 10-Q for the quarterly period
ending December 31, 2005, filed with the SEC on January 30, 2006.)

3.2 Certificate of Designation for Series A Junior Participating Preferred Stock. (Incorporated
by reference to Exhibit 3.3 to the Company's Annual Report on Form 10-K for the fiscal
year ended June 30, 2000, filed with the SEC on September 28, 2000.)

3.3 Amended and Restated By-laws of the Company.  (Incorporated by reference to Exhibit
3.3 to the Company's Quarterly Report on Form 10-Q filed with the SEC on January 31,
2008.)

4.1 Amended and Restated Certificate of Incorporation of the Company. (Incorporated by
reference to the Company's Quarterly Report on Form 10-Q for the quarterly period
ending December 31, 2005, filed with the SEC on January 30, 2006.)

4.2 Certificate of Designation for Series A Junior Participating Preferred Stock. (Incorporated
by reference to Exhibit 3.3 to the Company's Annual Report on Form 10-K for the fiscal
year ended June 30, 2000, filed with the SEC on September 28, 2000.)

4.3 Rights Agreement, dated as of July 20, 2000, between Celadon Group, Inc. and Fleet
National Bank, as Rights Agent. (Incorporated by reference to Exhibit 4.1 to the
Company's Registration Statement on Form 8-A, filed with the SEC on July 20, 2000.)

4.4 Amended and Restated By-laws of the Company.  (Incorporated by reference to Exhibit
3.3 to the Company's Quarterly Report on Form 10-Q filed with the SEC on January 31,
2008.)

10.1 Celadon Group, Inc. 1994 Stock Option Plan. (Incorporated by reference to Exhibit B to
the Company's Proxy Statement on Schedule 14A, filed with the SEC October 17, 1997.)
*

10.2 Employment Contract dated January 21, 1994 between the Company and Stephen
Russell. (Incorporated by reference to Exhibit 10.43 to the Company's Registration
Statement on Form S-1, Registration No. 33-72128, filed with the SEC on November 24,
1993.) *

10.3 Amendment dated February 12, 1997 to Employment Contract dated January 21, 1994
between the Company and Stephen Russell. (Incorporated by reference to Exhibit 10.50
to the Company's Annual Report on Form 10-K filed with the SEC on September 12,
1997.) *

10.4 Celadon Group, Inc. Non-Employee Director Stock Option Plan. (Incorporated by
reference to Exhibit A to the Company's Proxy Statement on Schedule 14A, filed with the
SEC on October 14, 1997.) *

10.5 Amendment No. 2 dated August 1, 1997 to Employment Contract dated January 21, 1994
between the Company and Stephen Russell. (Incorporated by reference to Exhibit 10.54
to the Company's Quarterly Report on Form 10-Q filed with the SEC on February 11,
1998.) *

10.6 Rights Agreement, dated as of July 20, 2000, between Celadon Group, Inc. and Fleet
National Bank, as Rights Agent. (Incorporated by reference to Exhibit 4.1 to the
Company's Registration Statement on Form 8-A, filed with the SEC on July 20, 2000.)

10.7 Amendment No. 3 dated July 26, 2000 to Employment Contract dated January 21, 1994
between the Company and Stephen Russell. (Incorporated by reference to Exhibit 10.19
to the Company's Annual Report on Form 10-K filed with the SEC on September 30,
2002.) *

10.8 Amendment No. 4 dated April 4, 2002 to Employment Contract dated January 21, 1994
between the Company and Stephen Russell. (Incorporated by reference to Exhibit 10.20
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to the Company's Annual Report on Form 10-K filed with the SEC on September 30,
2002.) *

10.9 Separation Agreement dated March 3, 2000 between the Company and Paul A. Will.
(Incorporated by reference to Exhibit 10.21 to the Company's Annual Report on Form
10-K filed with the SEC on September 30, 2002.) *

10.10Amendment dated September 30, 2001 to Separation Agreement between the Company
and Paul A. Will dated March 3, 2000. (Incorporated by reference to Exhibit 10.22 to the
Company's Annual Report on Form 10-K filed with the SEC on September 30, 2002.) *

10.11Amendment No. 5 dated November 20, 2002 to Employment Contract dated January 21,
1994 between the Company and Stephen Russell. (Incorporated by reference to Exhibit
10.19 to the Company's Annual Report on Form 10-K filed with the SEC on September
19, 2003.) *

10.12Credit Agreement dated as of September 26, 2005 among the Company, certain of its
subsidiaries, LaSalle Bank National Association, and certain other lenders. (Incorporated
by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed with the
SEC on September 30, 2005.)

10.13Stock Appreciation Rights Plan effective April 4, 2002. (Incorporated by reference to
Exhibit 10.23 to the Company's Quarterly Report on Form 10-K/A filed with the SEC on
October 28, 2005.) *

10.14Celadon Group, Inc., 2006 Omnibus Incentive Plan. (Incorporated by reference to
Appendix B to the Company's definitive proxy statement, filed with the SEC on
December 19, 2005.) *
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10.15First Amendment to Credit Agreement dated December 23, 2005, among the Company,
certain of it subsidiaries, LaSalle Bank National Association, and certain other lenders.
(Incorporated by reference to Exhibit 10.21 to the Company's Quarterly Report on Form
10-Q filed with the SEC on January 30, 2006.)

10.16Celadon Group, Inc. Form of Award Notice for Employees for Restricted Stock Awards.
(Incorporated by reference to Exhibit 10.23 to the Company's Quarterly Report on Form
10-Q filed with the SEC on May 4, 2006.) *

10.17Celadon Group, Inc. Form of Award Notice for Stephen Russell for Restricted Stock
Award. (Incorporated by reference to Exhibit 10.24 to the Company's Quarterly Report on
Form 10-Q filed with the SEC on May 4, 2006.) *

10.18Celadon Group, Inc. Form of Award Notice for Employees for Incentive Stock Option
Grants. (Incorporated by reference to Exhibit 10.25 to the Company's Quarterly Report on
Form 10-Q filed with the SEC on May 4, 2006.) *

10.19Celadon Group, Inc. Form of Award Notice for Non-Employee Directors for
Non-Qualified Stock Option Grants. (Incorporated by reference to Exhibit 10.26 to the
Company's Quarterly Report on Form 10-Q filed with the SEC on May 4, 2006.) *

10.20Asset Purchase Agreement dated October 6, 2006 by and among Erin Truckways, Ltd.
d/b/a Digby Truckline, Inc., Cynthia J. Bedore, and Celadon Trucking Services,
Inc.  (Incorporated by reference to Exhibit 10.21 to the Company's Quarterly Report on
Form 10-Q filed with the SEC on February 5, 2007.)

10.21Separation Agreement, General Release, Consulting Agreement and Non-Competition,
Non-Disclosure, and Non-Solicitation Agreement dated July 25, 2007 by and between
Celadon Trucking Services, Inc. and Thomas Glaser.  (Incorporated by reference to
Exhibit 10.21 to the Company's Quarterly Report on Form 10-Q filed with the SEC on
October 31, 2007.) *

10.22Employment Letter dated August 8, 2007 by and between Celadon Group, Inc. and Chris
Hines.  (Incorporated by reference to Exhibit 10.22 to the Company's Quarterly Report on
Form 10-Q filed with the SEC on October 31, 2007.) *

10.23Second Amendment to Credit Agreement dated June 30, 2007 by and among Celadon
Group, Inc., Celadon Trucking Services, Inc., Truckers B2B, Inc., and Celadon Logistics
Services, Inc., the financial institutions party thereto, and LaSalle Bank National
Association.  (Incorporated by reference to Exhibit 10.23 to the Company's Quarterly
Report on Form 10-Q filed with the SEC on January 31, 2008.)

10.24Third Amendment to Credit Agreement dated January 22, 2008 by and among Celadon
Group, Inc., Celadon Trucking Services, Inc., Truckers B2B, Inc., and Celadon Logistics
Services, Inc., the financial institutions party thereto, and LaSalle Bank National
Association.  (Incorporated by reference to Exhibit 10.23 to the Company's Quarterly
Report on Form 10-Q filed with the SEC on May 1, 2008.)

10.25Amendment to Separation Agreement, General Release, Consulting Agreement, and
Non-Competition, Non-Disclosure, and Non-Solicitation Agreement dated October 17,
2007 by and between Celadon Trucking Services, Inc. and Thomas Glaser.  (Incorporated
by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed with the
SEC on April 30, 2008.) *

10.26General and Mutual Release dated April 24, 2008 by and between Celadon Trucking
Services, Inc. and its affiliates and subsidiaries and Thomas Glaser.  (Incorporated by
reference to Exhibit 10.2 to the Company's Current Report on Form 8-K filed with the
SEC on April 30, 2008.) *
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Celadon Group, Inc. Code of Business Conduct and Ethics adopted by the Company on
April 30, 2003. (Incorporated by reference to Exhibit 10.20 to the Company's Annual
Report on Form 10-K filed with the SEC on September 19, 2003.)

21 Subsidiaries. #
23.1 Consent of Independent Registered Public Accounting Firm - KPMG LLP. #
31.1 Certification pursuant to Item 601(b)(31) of Regulation S-K, as adopted pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002, by Stephen Russell, the Company's Chief
Executive Officer. #

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

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

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

______________________

* Management contract or compensatory plan or arrangement.
# Filed herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Exchange Act, the registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized, this August 28, 2008.

Celadon Group, Inc.

By: /s/ Stephen Russell
Stephen Russell
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Exchange Act, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.    

Signature Title Date

/s/ Stephen Russell Chairman of the Board and August 28, 2008
Stephen Russell Chief Executive Officer

(Principal Executive Officer)

/s/ Paul A. Will

Vice Chairman of the Board,
Chief
Financial Officer, Treasurer, and

August 28, 2008

Paul A. Will Asst. Secretary (Principal
Financial and
Accounting Officer)

/s/ Michael Miller Director August 28, 2008
Michael Miller

/s/ Anthony Heyworth Director August 28, 2008
Anthony Heyworth

/s/ Cathy Langham Director August 28, 2008
Cathy Langham
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