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Shareholder Information

Notice of Annual Meeting
The annual meeting of shareholders will be held at 9:00 a.m.
(CDT) on Thursday, May 6, 1999 at the corporate offices of
Arkansas Best Corporation, 3801 Old Greenwood Road, 
Fort Smith, Arkansas. Shareholders unable to attend are 
encouraged to vote by proxy. A form of proxy will be mailed 
on or about April 9, 1999 to each shareholder of record 
on March 9, 1999.

Transfer Agent and Registrar
Harris Trust and Savings Bank
P.O. Box 755
Chicago, IL 60690
312-461-6832

Stock Listing
The Nasdaq Stock Market/Nasdaq National Market
Nasdaq Symbol:

ABFS (Common)
ABFSP (Preferred)

Independent Auditors
Ernst & Young LLP
Little Rock, Arkansas

Form 10-K Availability
The 1998 Form 10-K, filed with the Securities and Exchange
Commission, is available to any shareholder by making a written
request to: David Humphrey, Director of Investor Relations,
Arkansas Best Corporation, Post Office Box 10048, Fort Smith, AR
72917-0048. Form 10-K, as well as other financial 
information, can be obtained on-line at Arkansas Best�s web site
located at www.arkbest.com. E-mail requests for financial 
information should be directed to invrel@arkbest.com. All requested
financial information will be provided without charge.

Communications Directory
Corporate Headquarters:

Arkansas Best Corporation
3801 Old Greenwood Road
Fort Smith, AR 72903

Mailing Address:
Post Office Box 10048
Fort Smith, AR 72917-0048

Telephone: 501-785-6000
Facsimile: 501-785-6004
Internet: www.arkbest.com
E-mail: info@arkbest.com



ABF Freight System, Inc.
ABF, the largest subsidiary of Arkansas Best representing
approximately 71 percent of the corporation�s revenues, is the
fourth largest LTL motor carrier in the United States. ABF pro-
vides direct service to over 43,000 communities and over 98.7%
of the cities in the United States having a population in excess
of 25,000. Through its 310 terminal facilities and a recently
formed carrier alliance in Mexico, ABF provides seamless serv-
ice throughout all of North America including all 50 states,
Canada, Mexico and Puerto Rico. ABF�s website is located at
www.abfs.com. ABF is headquartered in Fort Smith, AR.

G.I. Trucking Company
G.I. Trucking, with corporate offices in La Mirada, CA, is a
leading western regional LTL carrier with service in 13 western
and southwestern states, Hawaii and Alaska. Through its net-
work of 32 freight terminals and 43 agent partners, G.I. provides
next day and second day service to over 4,000 western cities.
Through its membership in the ExpressLINK® carrier alliance,
G.I. also offers transportation service throughout the entire
United States and Canada.

Treadco, Inc.
Treadco is the nation�s largest independent truck tire retreader
and the fourth largest commercial truck tire dealer. Treadco has
56 production and sales locations across the southern, south-
western, lower midwestern and western United States. Treadco
also offers on-site truck tire service at customer facilities or at
highway locations where a breakdown has occurred. Treadco�s
corporate office is located in Fort Smith, AR. 

Clipper
Clipper Domestic is a non-asset, non-labor intensive intermodal
provider of LTL transportation services. Clipper is one of the
largest consolidators of LTL shipments in the United States and
offers nationwide truckload service, both over-the-road and 
on the rail.  Lemont, IL is the home of Clipper Domestic. 

Clipper International offers services through CaroTrans
International, Inc., a neutral, non-vessel-operating common car-
rier providing import and export, door-to-door and door-to-port
service to more than 140 countries. Clipper International is also
headquartered in Lemont, IL.

FleetNet America, Inc.
FleetNet is a third-party vehicle maintenance company that coor-
dinates service to truck fleets and owner operators whose trucks
have experienced emergency breakdowns. Utilizing its 24-hour
per day, Cherryville, NC call center and a nationwide network of
over 53,000 truck repair vendors, FleetNet assists in providing
vehicle repair and road service.

Arkansas Best Corporation 
Arkansas Best Corporation is a diversified trans-
portation holding company headquartered in Fort
Smith, Arkansas. Through its motor carrier sub-
sidiaries, Arkansas Best provides national and
regional transportation of less-than-truckload
(LTL) general commodities throughout North
America. A 49%-owned subsidiary provides com-
mercial truck tire retreading and new commercial
truck tire sales. Arkansas Best�s intermodal sub-
sidiaries provide domestic and international
freight services, utilizing a variety of transporta-
tion modes including over-the-road, rail and
ocean. Another subsidiary offers road rescue serv-
ice for matching commercial fleet repair needs
with appropriate repair vendors.
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FINANCIAL HIGHLIGHTS
1998                1997

($ in thousands, except per share)

OPERATIONS
FOR THE YEAR
Operating revenues  . . . . . . . $ 1,651,453 $ 1,643,678
Operating income  . . . . . . . . 66,410 62,908
Income from continuing 

operations  . . . . . . . . . . . . 28,675 20,969
Loss from discontinued 

operations  . . . . . . . . . . . . � (5,622)
Net income  . . . . . . . . . . . . 28,675 15,347
Income from continuing 

operations per common 
share (diluted)  . . . . . . . . . 1.21 0.84

Net income per common 
share (diluted)  . . . . . . . . . 1.21 0.56

INFORMATION
AT YEAR END
Total assets  . . . . . . . . . . . . $ 710,604 $ 698,339
Current portion of 

long-term debt  . . . . . . . . . 17,504 16,484
Long-term debt 

(including capital leases and
excluding current portion)  . 196,079 202,604

Shareholders� equity  . . . . . . 173,915 149,062
Shareholders� equity per 

common share  . . . . . . . . . 8.87 7.61
Current ratio  . . . . . . . . . . . 0.87:1 0.88:1
Long-term debt 

(including current portion) 
to equity ratio  . . . . . . . . . 1.23:1 1.47:1

Number of common shares 
outstanding (in thousands)  . . 19,610 19,596

FLEETNET AMERICA

COMPANY HIGHLIGHTS



LETTER TO OUR SHAREHOLDERS

wo years ago, I faced the unpleasant task of explaining to our shareholders about
our company�s 1996 performance, which produced the largest loss in the history of

Arkansas Best Corporation. Today, I am writing about 1998, a year in which
Arkansas Best had record revenues of $1.65 billion and produced net income of 
$28.7 million, the highest earnings in our company's history.

T
During 1998, we exceeded our goals by achieving a return
on equity of 17.8%. In the second year of using return on
capital employed as a key financial measurement, the
figure of 10.1% exceeded the year�s goal. Arkansas Best�s
1998 debt-to-equity ratio of 1.23 to 1 reflects continuing
progress toward our goal of 1 to 1. I am certainly pleased
that our management team was able to accomplish so
much in just two years.

ABF Freight System, our largest subsidiary, improved on
1997�s outstanding results with an even better
performance in 1998. ABF reported record operating
income of $67.6 million which exceeded that of its major
competitors who are twice its size. ABF�s operating ratio
of 94.2 represents an improvement of nearly half a point
versus last year and is the second best in twenty years.
While continuing to distinguish ABF from its longhaul,
LTL peer group, this year�s profit margin was over 140%
better than the composite total operating ratio of its major
competitors. Furthermore, this year�s profits were
achieved in a period of slightly declining tonnage and in
spite of the fact that ABF did not participate in the early
fall rate increase taken by many of its competitors.

This year began with customer uncertainty associated with
negotiation of the National Master Freight Agreement
between the International Brotherhood of Teamsters and
the unionized carriers� negotiating group, Trucking
Management, Inc. ABF�s slight tonnage decline for the
year was related to this uncertainty. In February 1998, a
five-year agreement was reached a full seven weeks ahead
of contract expiration. This contract is economically viable
and will provide the longest period of labor stability in our
industry�s history.

In February 1999, ABF announced the formation of a
transportation alliance with MultiPack, one of Mexico�s
largest motor carriers. This partnership will provide motor
freight and expedited cargo service to and from virtually all
points in Mexico. Though ABF has been doing business
with Mexican partners for more than 30 years, this alliance
allows ABF to utilize MultiPack�s solid infrastructure to
strengthen its Mexican service offerings.

In 1999, ABF expects to continue setting the profitability
standard for the longhaul, LTL industry. If the economy
remains positive and fuel prices do not increase signif-
icantly, 1999 should be another excellent year for ABF.
Because of concerns about the 1999 economic environ-
ment, ABF has taken a conservative approach in planning
for the year. ABF�s employees have a proven record of
producing good operating results during challenging
times. I am confident that ABF will continue to generate
superior profit margins if an economic slowdown occurs.

G.I. Trucking Company, our West Coast regional LTL
motor carrier, had strong revenue growth of nearly 25%
and some improvement in its operating ratio versus last
year. In 1998, G.I. expanded its operating region by open-
ing five new terminals in southwestern and midwestern
states and adding a southern California facility to relieve
congestion at the La Mirada, CA distribution center. As
initially expected with terminal openings, the additional
cost associated with building the revenue base had a
negative impact on profitability. There are opportunities in
1999 for improving the results of these facilities and for
correcting the inefficiencies that have occurred during the
last two years of G.I.�s rapid growth.

During the second quarter of 1998, G.I. installed its
shipment costing model and began using it to review the
profitability of existing accounts and to analyze potential
new business. The process of improving margins with this
new tool is taking longer than we expected and will be
intensified in the coming months. During 1999, G.I. will
continue to add top line revenue, but their emphasis will
be on making greater improvements in profit margins.

Treadco, our 49%-owned truck tire retreader and seller,
had a good year with significant growth in revenues and a
three-point improvement in its operating ratio that
produced the first yearly profit since 1995. New business
added during the year has allowed Treadco to improve its
utilization of excess retread capacity. Operational changes,
including a bar code inventory system and standardized
purchase prices for tire casings, have resulted in cost
reductions. Though further improvements are necessary,
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Treadco made good progress toward returning to its
historical level of profitability. Treadco should continue its
long-term growth with emphasis on improving profit
margins. 

In December, Treadco announced the settlement of an
ongoing dispute with its former tread rubber supplier. As
a result, Treadco received a cash settlement of $9,995,000
which resulted in additional after-tax income to Arkansas
Best of $2.5 million. This payment was applied to reduce
Treadco�s outstanding debt. With this settlement,
Treadco can now focus on improving its business
operations.

In January of 1999, Arkansas Best submitted a formal
proposal to Treadco�s board of directors to buy in the
remaining outstanding shares of Treadco�s common stock.
This was the first step in a process that should result in
Treadco once again being a wholly owned subsidiary of
Arkansas Best. This proposal is consistent with our
statement that Arkansas Best wants to own all or none of
Treadco. As this is written, I anticipate the successful
conclusion of this process, which will be beneficial to the
shareholders of Arkansas Best and Treadco.

Clipper Domestic, our U.S. intermodal transportation
company, suffered significantly from poor rail service, yet
the costs charged by the limited number of suppliers
increased. In addition, the costs of alternative, over-the-
road movements were even higher. Clipper International,
our ocean freight non-vessel operating common carrier,
experienced a sharp decline in exports to Asia. In addition, 
the yields on overseas shipments dropped dramatically. As
a result of these difficulties, both Clipper units ex-
perienced declining revenues and increased losses. We feel
the worst is behind Clipper and their 1999 performance
should be improved. Clipper will continue to seek
additional business and cost improvements as they operate
through a changing and challenging environment.

Arkansas Best�s corporate focus for the coming year will
be on increasing shareholder value through greater
returns. ABF should be able to continue its strong per-

formance of the two previous years. G.I. Trucking and
Treadco should have additional revenue growth, but their
main focus will be on improving margins. Clipper must
reverse its revenue decline and return to profitability. In
order to meet our corporate return goals, all subsidiaries
must contribute positively to Arkansas Best�s bottom line.

Arkansas Best will continue to place strong emphasis on
exceeding the goals of 15.5% return on equity and 10.0%
return on capital employed. Reduction of debt remains a
high priority as we move closer toward a 1 to 1 debt-to-
equity ratio. We remain committed to our previous
statement that any subsidiary that does not meet our long-
term profitability goals will be fixed, sold or shut down. If
the U.S. economy remains good, we should be able to
experience real business growth at all subsidiaries and
1999 will be another outstanding year. 

Robert A. Young III
President and Chief Executive Officer
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SELECTED FINANCIAL DATA

Arkansas Best Corporation4

Year Ended December 31
1998 1997 (4) 1996 1995 (3) 1994

($ in thousands, except per share amounts)
Statement of Operations Data:

Operating revenues  . . . . . . . . . . . . . . . . . . . $1,651,453 $1,643,678 $1,604,335 $1,405,580 $1,090,908
Operating income (loss) . . . . . . . . . . . . . . . . 66,410 62,908 (18,008) (17,921) 50,970
Minority interest in subsidiary . . . . . . . . . . . . 3,257 (1,359) (1,768) 1,297 3,523
Other expenses, net  . . . . . . . . . . . . . . . . . . 3,259 8,916 5,906 8,165 2,855
Gain on sale of Cardinal Freight Carriers, Inc. � 8,985 � � �
Settlement of litigation (5)  . . . . . . . . . . . . . . 9,124 � � � �
Interest expense  . . . . . . . . . . . . . . . . . . . . . 18,438 23,978 30,843 16,352 6,681
Income (loss) from continuing

operations before income taxes  . . . . . . . . . . 50,580 40,358 (52,989) (43,735) 37,911
Provisions (credit) for income taxes  . . . . . . . . 21,905 19,389 (18,782) (12,925) 18,445
Income (loss) from continuing

operations  . . . . . . . . . . . . . . . . . . . . . . . . 28,675 20,969 (34,207) (30,810) 19,466
Loss from discontinued

operations, net of tax  . . . . . . . . . . . . . . . . � (5,622) (2,396) (1,982) (759)
Net income (loss)  . . . . . . . . . . . . . . . . . . . . 28,675 15,347 (36,603) (32,792) 18,707
Income (loss) per common share

from continuing operations (diluted)  . . . . . . 1.21 0.84 (1.98) (1.80) 0.78
Net income (loss) per common

share (diluted)  . . . . . . . . . . . . . . . . . . . . . 1.21 0.56 (2.10) (1.90) 0.74
Cash dividends paid per

common share (1)  . . . . . . . . . . . . . . . . . . . � � 0.01 0.04 0.04

Balance Sheet Data:
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . 710,604 698,339 828,181 962,176 559,564
Current portion of long-term debt  . . . . . . . . 17,504 16,484 37,197 25,018 64,092
Long-term debt (including capital leases

and excluding current portion)  . . . . . . . . . . 196,079 202,604 317,874 391,475 53,637

Other Data:
Gross capital expenditures (2)  . . . . . . . . . . . . 86,446 14,135 41,599 74,808 64,098
Net capital expenditures (6) . . . . . . . . . . . . . . 70,243 (23,775) (23,713) 59,060 56,253
Depreciation and amortization  . . . . . . . . . . . 40,674 44,316 56,389 46,627 28,087
Goodwill amortization . . . . . . . . . . . . . . . . . 4,515 4,629 4,609 5,135 3,527
Other amortization  . . . . . . . . . . . . . . . . . . . 2,420 4,139 3,740 1,044 501

(1) Cash dividends on the Company�s Common Stock were indefinitely suspended by the Company as of the second quarter
of 1996.

(2) Does not include revenue equipment placed in service under operating leases, which amounted to $21.9 million in 1997
and $24.6 million in 1995. There were no operating leases for revenue equipment entered into for 1998, 1996 and 1994.

(3) 1995 selected financial data is not comparable to the prior years� information due to the WorldWay acquisition effective
August 12, 1995. In conjunction with the WorldWay acquisition, assets with a fair value of $313 million were acquired
and liabilities of approximately $252 million were assumed. Approximately $134 million in revenues for the period from
August 12, 1995 to December 31, 1995, are included in the 1995 consolidated statement of operations generated by
subsidiaries acquired as part of the WorldWay acquisition.

(4) Selected financial data is not comparable to the prior years� information due to the sale of Cardinal on July 15, 1997
(see Note D to the Consolidated Financial Statements).

(5) Income results from settlement of Treadco litigation (see Note L to the Consolidated Financial Statements).

(6) Capital expenditures, net of proceeds from the sale of property, plant and equipment.



MARKET AND DIVIDEND INFORMATION
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The Company�s Common Stock trades on The Nasdaq Stock Market under the symbol �ABFS.� The following table sets
forth the high and low recorded last sale prices of the Common Stock during the periods indicated as reported by Nasdaq
and the cash dividends declared:

Cash
High Low Dividend

1998
First quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11.750 $ 9.625 $ �
Second quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.625 8.750 �
Third quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.375 5.000 �
Fourth quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.125 4.813 �

1997
First quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.500 $ 4.125 $ �
Second quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.250 4.625 �
Third quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.625 8.875 �
Fourth quarter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.500 8.938 �

At February 16, 1999, there were 19,610,213 shares of the Company�s Common Stock outstanding, which were held by 802
shareholders of record.

The Company�s Board of Directors suspended payment of dividends on the Company�s Common Stock during the 
second quarter of 1996. The declaration and payment of and the timing, amount and form of future dividends on the
Common Stock will be determined based on the Company�s results of operations, financial condition, cash requirements,
certain corporate law requirements and other factors deemed relevant by the Board of Directors.

The Company�s credit agreement limits the total amount of �restricted payments� that the Company may make, including
dividends on its capital stock, to $9.0 million in any one calendar year. The annual dividend requirements on the Company�s
Preferred Stock total approximately $4.3 million.



MANAGEMENT�S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
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rkansas Best Corporation (the �Company�) is a diversified
holding company engaged through its subsidiaries 
primarily in motor carrier transportation operations,

intermodal and ocean transportation operations, and 
truck tire retreading and new tire sales. Principal subsidiaries
are ABF Freight System, Inc. (�ABF�); Treadco, Inc.
(�Treadco�); Clipper Exxpress Company and related
companies (�Clipper Domestic�); CaroTrans International,
Inc. (�Clipper International�); G.I. Trucking Company
(�G.I. Trucking�); FleetNet America, Inc.; and, until July 15,
1997, Cardinal Freight Carriers, Inc. (�Cardinal�). (See
discussion below.)

See Note A to the Consolidated Financial Statements
regarding the consolidation of Treadco in the Company�s
consolidated financial statements. See Note C regarding the
Company�s discontinuation of its logistics segment. See 
Note D regarding the sale of Cardinal. 

Year 2000

The Year 2000 issue derives from computer programs being
written using two digits rather than four to determine the
applicable year. The Company recognizes that the approach
of the Year 2000 brings a unique challenge to the ability of
computer systems to recognize the date change from
December 31, 1999, to January 1, 2000. As a result, the
arrival of the Year 2000 could result in system failures or
miscalculations, causing disruption of operations, including,
among other things, a temporary inability to process
transactions or to conduct other normal business activity.

Management of the Company began addressing the impact of
the Year 2000 on its business operations and cash flows
during 1996. The Company concluded that the Year 2000
would impact its internal information technology and non-
information technology systems. In addition, the Company
believes that the Year 2000 will impact its supplier chain
environment and electronic data-interchange environment.
Beginning in 1996, and continuing since that time, the
Company has designated a group of personnel, who work
primarily for the Company�s data-processing subsidiary,
Data-Tronics Corp., to manage the conversion process for its
own internal systems, including purchased software, and to
monitor the conversion process for supplier chain environ-
ment systems and effects, as well as for the Company�s data-
interchange environment. A discussion of the status of each
of these areas follows:

Internal IT and Non-IT Systems

Year 2000 conversions within the Company�s mainframe
environment are in process. Mainframe environment
conversions include the Company�s hardware and operating
systems, its customized applications, and its purchased
software. The Company has completed the Year 2000
conversion of hardware and operating systems within its
mainframe environment. Year 2000 conversions for
customized applications within the mainframe environment
included renovation and regression testing of twenty million
lines of code. The Year 2000 conversion for customized
applications is Year 2000 operational at the present time. The
Company will retain certain purchased software systems and
replace certain other purchased software systems. Installation
of Year 2000 compliant versions of retained software systems
has been completed. The Company is negotiating the replace-
ment of certain purchased software packages for Year 2000
compliant software. Negotiations should be complete and the
software replaced by March 31, 1999. The carrying value of
software systems to be replaced for Year 2000 compliance is
nominal. 

Year 2000 conversions of the Company�s desk-top
environment, which includes network hardware and operating
systems software, as well as the networked PC hardware
operating systems and applications inventory, are in process
and are expected to be completed by March 31, 1999.

The Company�s embedded systems are those that are
automated with embedded computerized microprocessor
chips. The Company has completed its conversion of its
general office embedded systems. The Company expects to
complete all conversions of embedded systems at field and
subsidiary locations by March 31, 1999.

The Company has completed Year 2000 conversions of its
electronic data-interchange software.

A



MANAGEMENT�S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Continued
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External IT and Non-IT Systems

The Company is in the process of obtaining an inventory of
critical exposure arising from the Company�s suppliers. The
Company�s list of suppliers includes financial institutions,
telecommunications providers, utility companies and
insurance providers, as well as basic suppliers critical to the
operations of the Company�s subsidiaries and to the
Company. The Company has sent and is continuing to send
questionnaires to suppliers considered to be significant to
operations to determine their status with respect to Year 2000
issues. The Company continually updates its list of critical
exposures.

The Company has completed an inventory of Year 2000
exposure with respect to data communication business
partners. The Company has finalized contract negotiations
with a supplier to eliminate Year 2000 exposure prior to the
end of this year.

The Company does not have any single customer that would
be material to the Company as a whole. However, the
Company has some customers which, in the aggregate, are
significant to the Company�s operations and financial results.
The Company is in the process of surveying significant
customers� readiness for Year 2000. The Company presently
expects customer contacts will be initiated by March 31,
1999. The information provided by significant customers
with respect to their Year 2000 readiness will be considered
in the development of the Company�s contingency plan. 

Year 2000 Costs

The Company is using existing personnel who work primarily
for its data-processing subsidiary, Data-Tronics Corp., to
perform Year 2000 conversions and evaluations of third-party
systems. Since the beginning of the process, the Company
estimates its expenditures at approximately $1.0 million,
including labor costs and costs that relate to equipment and
software purchases. Since 1996, Year 2000 costs have been
absorbed in the Company�s normal operating expenses which
are funded with the Company�s internally generated funds or
its revolving credit facility. The Company�s cash flows have
not been adversely impacted to a material degree by Year
2000 costs. Costs incurred through the current date for Year
2000 conversion represent less than 6% of total forecasted
1999 programming costs. It is management�s conclusion that
there have been no significant projects deferred as a result of
Year 2000 efforts.

The Company estimates it will spend an additional $.8 million
in Year 2000 conversion costs. The Company expects to
continue to expend these costs in normal operations and to
fund them by utilizing the Company�s internally generated
funds or its revolving credit facility.

Contingency Planning

The Company is in the process of developing an assessment
of its most reasonably likely worst case Year 2000 scenario
and its Year 2000 contingency plan. The responses the
Company receives from suppliers regarding their Year 2000
readiness will play a critical role in these determinations. The
Company currently plans to have made an assessment of its
most reasonably likely worst case Year 2000 scenario by
March 31, 1999. This and other relevant information will be
utilized to develop the Company�s contingency plan. It is
presently expected that the contingency plan will be
developed by June 30, 1999.

Like virtually all other public and private companies, the
Company�s day-to-day business is dependent on tele-
communications services, banking services and utility services
provided by a large number of entities. At this time, the
Company is not aware of any of these entities or of any
significant supplier that has disclosed that it will not be Year
2000 compliant by January 1, 2000. However, many of these
entities are, like the Company, still engaged in the process of
attempting to become Year 2000 compliant. The Company
plans to attempt to obtain written assurance of Year 2000
compliance from all entities which management considers
critical to operations of the Company and its subsidiaries.
However, it is likely that some critical suppliers will not give
written assurance as to Year 2000 compliance because of
concerns as to legal liability.

Even where written assurance is provided by critical suppliers
and a contingency plan is developed by the Company to deal
with possible non-compliance by other critical suppliers, the
Year 2000 conversion process will continue to create risk to
the Company which is outside the control of the Company.
There can be no assurance that a major Year 2000 disruption
will not occur in a critical supplier which would have an
impact on the Company that could be material.



MANAGEMENT�S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Continued

Arkansas Best Corporation8

Recent Accounting Pronouncements

In June 1997, the FASB issued Statement No. 130, Reporting
Comprehensive Income. The Statement requires the
classification components of other comprehensive income by
their nature in financial statements and display of the
accumulated balance of other comprehensive income
separately from retained earnings and additional paid-in
capital in the consolidated financial statements. The
Company adopted FASB Statement No. 130 in 1998.

In June 1997, the FASB issued Statement No. 131,
Disclosures About Segments of an Enterprise and Related
Information. The Statement changes the way public
companies report segment information in annual financial
statements and also requires those companies to report
selected segment information in interim financial reports 
to shareholders. The proposal superseded FASB Statement 
No. 14 on segments. The Company adopted FASB Statement
No. 131 in 1998.

In February 1998, the FASB issued Statement No. 132,
Employers� Disclosures About Pensions and Other Post
Retirement Benefits. The Statement revises employers� dis-
closures about pensions and other postretirement plans with-
out changing the measurement or recognition of those plans.
The Company adopted FASB Statement No. 132 in 1998.

In March 1998, the Accounting Standards Executive
Committee of The American Institute of CPA�s (�AcSEC�)
issued Statement of Position (�SOP�) 98-1, Accounting for
Costs of Computer Software Developed for or Obtained for
Internal Use. Under the SOP, qualifying computer software
costs incurred during the �application development stage�
are required to be capitalized and amortized over the
software�s estimated useful life. The SOP is effective for the
Company beginning January 1, 1999. The SOP will result in
capitalization of costs related to internal computer software
development. All such costs are currently expensed. The
amount of costs capitalized within any period will be
dependent on the nature of software development activities
and projects in that period.

In April 1998, AcSEC issued Statement of Position 98-5,
Reporting on the Costs of Start-Up Activities. Under the SOP,
certain costs associated with start-up activities are required to
be expensed as incurred. The SOP will be effective for the
Company on January 1, 1999. The Company has historically
expensed start-up costs. Accordingly, the Company does not
anticipate the adoption of this SOP to have a material impact
on the Company�s financial statements.

In June 1998, the FASB issued Statement No. 133,
Accounting for Derivative Instruments and Hedging
Activities. The Statement addresses the accounting for
derivative instruments, including certain derivative
instruments embedded in other contracts, and hedging
activities. The Statement will require the Company to
recognize all derivatives on the balance sheet at fair value.
Derivatives that are not hedges must be adjusted to fair value
through income. If a derivative is a hedge, depending on the
nature of the hedge, changes in the fair value of the derivative
will either be offset against the change in fair value of the
hedged asset, liability, or firm commitment through earnings,
or recognized in other comprehensive income until the
hedged item is recognized in earnings. The Statement is
effective for the Company in 2000. The Company is
evaluating the impact the Statement will have on its financial
statements and related disclosures.

Operating Segment Data

The following table sets forth, for the periods indicated, a
summary of the Company�s operating expenses by segment
as a percentage of revenue for the applicable segment. The
Company has restated its 1997 and 1996 segment
information to conform to the current year�s segment
presentation, which is in accordance with the requirements of
FAS No. 131. Note N to the Consolidated Financial State-
ments contains additional information regarding the
Company�s operating segments.
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Year Ended December 31
1998 1997 1996

Operating Expenses and Costs

ABF Freight System, Inc.
Salaries and wages  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66.5 % 66.7 % 70.4 %
Supplies and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.8 11.2 12.1 
Operating taxes and licenses . . . . . . . . . . . . . . . . . . . . . . . 3.1 3.4 4.0 
Insurance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7 1.8 2.3 
Communications and utilities  . . . . . . . . . . . . . . . . . . . . . . 1.2 1.3 1.5 
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . 2.2 2.1 3.0 
Rents and purchased transportation . . . . . . . . . . . . . . . . . . 8.4 7.8 6.9 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.5 0.5 0.7 
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . . (0.2) (0.2) (0.1)

94.2 % 94.6 % 100.8 %

G.I. Trucking Company
Salaries and wages  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47.2 % 48.2 % 53.5 %
Supplies and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.5 9.5 11.1
Operating taxes and licenses . . . . . . . . . . . . . . . . . . . . . . . 2.1 2.0 2.7
Insurance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 3.8 3.8
Communications and utilities  . . . . . . . . . . . . . . . . . . . . . . 1.3 1.3 1.8
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . 2.5 3.1 5.1
Rents and purchased transportation . . . . . . . . . . . . . . . . . . 31.4 29.0 28.5
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6 2.5 2.9
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . . (0.1) � �

98.7 % 99.4 % 109.4 %

Cardinal Freight Carriers, Inc.
� 94.7 % 94.2 %

Clipper Domestic
Cost of services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87.6 % 85.6 % 86.1 %
Selling, administrative and general  . . . . . . . . . . . . . . . . . . . 13.4 11.8 11.3
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . . (0.1) � �

100.9 % 97.4 % 97.4 %

Clipper International
Cost of services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81.3 % 80.1 % 80.8 %
Selling, administrative and general  . . . . . . . . . . . . . . . . . . . 26.7 22.9 23.5

108.0 % 103.0 % 104.3 %

Treadco, Inc.
Cost of services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70.6 % 73.9 % 77.4 %
Selling, administrative and general  . . . . . . . . . . . . . . . . . . . 28.0 27.7 26.1

98.6 % 101.6 % 103.5 %

Operating Profit (Loss)
ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . 5.8 % 5.4 % (0.8)%
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 1.3 0.6 (9.4)
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 5.3 5.8
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.9) 2.6 2.6
Clipper International . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8.0) (3.0) (4.3)
Treadco, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4 (1.6) (3.5)
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Results of Operations

1998 Compared to 1997

Consolidated revenues from continuing operations of the
Company for 1998 were $1,651.5 million compared to
$1,643.7 million for 1997, representing a slight increase of
.5% primarily due to increases in revenues for ABF, G.I.
Trucking and Treadco. These increases were offset by
declines in Clipper Domestic and Clipper International
revenues. The Company�s operating income increased 5.6%
to $66.4 million for 1998 from $62.9 million of operating
income from continuing operations for 1997. Increases in
operating income are attributable to improved operations at
ABF, G.I. Trucking and Treadco. Operating income for 1998
was adversely impacted by the operating losses at Clipper
Domestic and Clipper International. Net income for 1998
was $28.7 million, or $1.21 per share (diluted), compared to
income from continuing operations of $21.0 million, or
$0.84 per share (diluted), for 1997. The improvement in net
income for 1998, as compared to 1997, reflects the
improvement in operating income, along with lower interest
cost due to reductions in outstanding debt and lower interest
rates. In addition, non-operating income for 1998 includes
$9.1 million of income from Treadco�s settlement of
litigation (see Note L to the Consolidated Financial
Statements).

ABF Freight System, Inc.

On January 1, 1999, ABF implemented an overall rate
increase of 5.5%. The effective rate increase is expected to be
approximately 4.0% due to the fact that a portion of ABF�s
customers have contracts over various periods.

Effective January 1, 1998 and 1997, ABF implemented overall
rate increases of 5.3% and 5.5% respectively. Revenues for
1998 increased 1.8% to $1,175.2 million from $1,154.3
million in 1997. Operating income for 1998 improved 8.0%
to $67.6 million from $62.6 million in 1997. 

ABF�s revenue increased due to an increase in LTL revenue
per hundredweight for 1998 of 3.7% to $18.29 from $17.65
in 1997. ABF experienced a generally favorable pricing
environment during 1998, as it had in 1997. Total revenue
increased despite a decline in tonnage during 1998 of 1.4%
compared to 1997. Tonnage declines reflect some freight
diversions caused by customer concerns regarding labor
contract negotiations in the first quarter of 1998. Tonnage
declines also reflect additional business handled during the
UPS strike in the third quarter of 1997. Per-day tonnage
declines by quarter for 1998 compared to 1997, beginning
with the first quarter, were 1.8%, 1.5%, 2.1% and .3%,
respectively.

The IBT voted in favor of a new labor contract on April 9,
1998. The contract was effective April 1, 1998, and is for a
five-year term. The contract provides for an average annual
wage and benefit increase of approximately 2.3%, including a
lump-sum payment of $750 for the first contract year for all
active employees who are IBT members. The lump-sum
payment is being amortized over the first twelve months of
the contract period.

ABF�s operating ratio improved to 94.2% in 1998 from 94.6%
in 1997, as a result of the revenue yield improvements
previously described and as a result of improvements in
certain operating expense categories as follows:

Salaries and wages expense decreased .2% as a percent of
revenue during 1998. Salaries and wages increased due to a
$750 lump-sum payment made to contractual employees of
ABF, which is being amortized monthly over the contract
period. This increase was offset by lower costs for labor and
paid time off for vacations and holidays, due in part to an
increase in utilization of rail for freight transportation. Rail
usage increased to 17.3% of total miles in 1998 from 13.6% 
in 1997.

Decreases during 1998 in supplies and expenses (.4%) and
operating taxes and licenses (.3%) as a percent of revenue
primarily reflect decreases in the cost of fuel, due to a 21.1%
decline in the average price per gallon of fuel from 1997. In
addition, consumption of fuel was reduced due to better
average tractor miles per gallon. Fuel taxes declined due to
favorable audit experience, as well as lower consumption.

As described above, ABF�s rail usage increased during 1998.
Rents, which include purchased transportation, increased .6%
as a percent of revenue, primarily due to increased rail usage.
This increase was offset, in part, by declines in operating lease
expense reflecting ABF�s reduction in leased road and city
tractors. Certain of the leased tractors were replaced with
tractors acquired under capital leases during 1998.

G.I. Trucking Company

G.I. Trucking implemented a general rate increase of 5.5% on
November 1, 1998. The effective rate increase is expected to
be approximately 3.0% due to the fact that a portion of G.I.
Trucking�s customers have contract rates over various
periods. Total G.I. Trucking revenues increased 24.5% to
$124.5 million from $100.0 million in 1997. Revenue
increases resulted from an increase of 1.7% in G.I. Trucking�s
revenue per hundredweight to $10.63 and tonnage increases
of 22.4% compared to the same period in 1997. G.I.
Trucking expanded its operations during 1998, opening new
terminal locations in Oklahoma City, OK; Tulsa, OK;
Albuquerque, NM; El Paso, TX; and Kansas City, KS. 
G.I. Trucking also added a southern California facility to
relieve congestion at their La Mirada, CA distribution center.
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G.I.�s operating ratio improved to 98.7% in 1998 from 99.4%
in 1997. Details of the improvement in certain operating
expenses follow:

Salaries and wages expense decreased 1.0% as a percent of
revenue during 1998. This decline reflects lower pension
costs and, in part, the fact that a portion of salaries and wages
expense is generally fixed in nature and declines as a percent
of revenue with increases in revenue levels.

Supplies and expenses decreased 1.0% as a percent of revenue
during 1998 due primarily to declines in fuel prices from
1997. In addition, repair and maintenance costs on revenue
equipment were lower in 1998, reflecting new equipment
purchased during the year to replace older equipment which
requires more maintenance. 

Insurance expense declined .6% as a percent of revenue
during 1998. This improvement was due primarily to a
decrease in liability insurance rates and favorable claims
experience for workers� compensation claims.

G.I. Trucking has handled its increased level of business, in
part, by utilizing a higher level of purchased transportation
relative to previous periods. As a result, rents, which include
purchased transportation, increased 2.4% as a percent of
revenue during 1998. While rents increased, total depre-
ciation and amortization decreased .6% as a percent of
revenue during 1998, reflecting the increase in purchased
transportation. This overall decrease in depreciation as a
percent of revenue is net of additional depreciation related to 
1998 capital expenditures. During the year, G. I. Trucking
purchased 114 new tractors and 253 new trailers.

Clipper Domestic

Revenues from Clipper Domestic decreased 11.7% to $122.5
million in 1998 from $138.8 million in 1997. Since the fourth
quarter of 1997, Clipper Domestic has been adversely affected
by service problems with the U.S. rail system. During the
fourth quarter of 1998, Clipper Domestic experienced some
improvements in the on-time service levels of its rail suppliers.
However, rail service remained inconsistent and has not
returned to acceptable levels across all lanes. Primarily as a
result of the rail service problems, intermodal shipments
declined 24.2% for the year ended December 31, 1998
compared to the same period in 1997. Clipper Domestic also
experienced a decline of 3.5% in the number of LTL
shipments during 1998. The decline in LTL shipments
resulted from management�s decision to move away from
heavier, less profitable shipments along with some impact of
rail service problems.

Clipper Domestic�s operating ratio increased to 100.9% for
1998 from 97.4% for 1997.

Declines in the number of intermodal shipments caused
Clipper Domestic to fall below the volume levels necessary to
receive volume rebates from the railroads during 1998. Also,
rail service problems caused Clipper Domestic to utilize more
expensive over-the-road transportation services. In addition,
Clipper Domestic experienced an increase in basic rail
transportation costs when 1998 is compared to 1997.  These
increases resulted in a 2.0% increase in cost of services as a
percent of revenue during 1998. Clipper Domestic�s
operating ratio also reflects a 1.6% increase in selling,
administrative and general costs as a percent of revenue
during 1998. Selling, administrative and general costs are
primarily fixed in nature and increase as a percentage of
revenue with a decline in revenue levels.

As described above, rail service improved somewhat in the last
half of 1998, and the Company plans to aggressively pursue
business lost due to rail service issues. However, truckload
carriers, which benefited from rail service problems, can be
expected to compete aggressively to retain this business.
Accordingly, improvements in Clipper Domestic�s results can
only be expected to occur gradually.

Management of the Company has reviewed the goodwill
associated with Clipper Domestic for impairment. Based on
information available and management�s evaluation of the
causes of 1998 operating results and future expectations of
operating results for Clipper Domestic, management
concluded that it was not appropriate to record an
impairment loss for Clipper Domestic at December 31, 1998.
Management will continually monitor Clipper Domestic�s
operating results and the overall business environment in
which Clipper Domestic operates.
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Clipper International

Revenues decreased 12.7% to $44.0 million in 1998 from
$50.5 million in 1997. Declines in revenue resulted from a
decrease in exports to Asia, management�s focus on account
profitability and adverse pricing trends, especially in South
America. Overall, shipment volume declines accounted for
approximately one-half the decrease in revenue with rate
decreases accounting for the remaining one-half.

Clipper International reported operating ratios of 108.0% for
1998 and 103.0% for 1997. Costs of services increased 1.2%
as a percent of revenue during 1998. The increase is due in
part to declines in revenues, without a corresponding decline
in the costs of U.S. inland handling and transportation. In
addition, ocean costs have declined less rapidly than revenue
levels for Clipper International. Selling, administrative and
general costs increased 3.8% as a percent of revenue during
1998. Selling, administrative and general costs are primarily
fixed in nature and increase as a percentage of revenue with a
decline in revenue levels.

Economic problems in Asia, South America and, to a lesser
extent, in other regions of the world have adversely impacted
U. S. exports to these regions. Exports are the primary source
of Clipper International�s revenues.

Imbalance in export-import freight has resulted in reduced
costs for ocean transportation of exports as shipping lines
compete for the smaller volume of traffic. Many of Clipper
International�s domestic customers demand a pass-through of
lower ocean transport rates, thus decreasing Clipper
International�s revenue. In addition, lower export volumes
have created substantial price competition in Clipper
International�s business, as all participants attempt to main-
tain freight volume and revenue.

It is not currently expected that the adverse market
conditions described will change significantly in the
immediate future. Therefore, Clipper International will
continue to experience difficult operating conditions in 1999.

Treadco, Inc.

Revenues increased 12.4% to $181.3 million in 1998 from
$161.3 million in 1997. For 1998, �same store� sales
increased 10.9% and �new store� sales accounted for 1.5% of
the total increase in revenues from 1997. �Same store� sales
include both production facilities and sales locations in
existence for the entire years of 1998 and 1997. �New store�
sales resulted from one new sales location in 1998 and one
new sales location in 1997. Revenues from retreading for
1998 were $70.8 million, an 8.4% increase from $65.3 million
during 1997. In 1998, retreaded truck tire units sold
increased 8.1%. The average sales price for retreads increased
due primarily to a 3.0% price increase implemented on
October 1, 1998. Revenues from the sale of new tires for
1998 were $91.6 million, a 13.0% increase from $81.0 million
during 1997. New tire units sold increased 15.8% from 1997.
This increase was offset by a decrease in the average sales price
per tire of approximately 1.2% from 1997 due to the mix of
new tires sold. Service revenues for 1998 were $18.9 million,
an increase of 26.5%, from $15.0 million in 1997. 

Treadco�s operating ratio improved to 98.6% for 1998 from
101.6% for 1997. The decrease in cost of services of 3.3%, as
a percent of revenue, resulted primarily from improved casing
costs, inventory controls, and lower overhead costs, reflecting
greater capacity utilization. The increase in selling,
administrative and general costs of .3%, as a percent of
revenue, resulted primarily from the implementation of a
gross profit-based compensation plan for salesmen effective
January 1, 1998. 

Treadco�s ability to return to profitability levels achieved prior
to 1995 is substantially dependent upon improved pricing
and replacement of retread volume, which declined beginning
in 1996 primarily due to national account business which was
lost to competitors. Also, new business frequently has lower
margins than established accounts due to increased
competition in Treadco�s markets. 

Interest

Interest expense was $18.4 million for 1998 compared to
$24.0 million for 1997, primarily due to lower interest rates
and some reductions in average outstanding debt. The
average interest rate on the Company�s Revolving Credit
Agreement was 7.2% on January 1, 1998 and 6.4% on
December 31, 1998. 
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Income Taxes

The difference between the effective tax rate for 1998 and the
federal statutory rate resulted from state income taxes,
amortization of nondeductible goodwill, minority interest,
and other nondeductible expenses (see Note G to the
Consolidated Financial Statements).

At December 31, 1998, the Company had deferred tax assets
of $21.8 million, net of a valuation allowance of $1.1 million,
and deferred tax liabilities of $42.7 million. The Company
believes that the benefits of the deferred tax assets of $21.8
million will be realized through the reduction of future
taxable income. Management has considered appropriate
factors in assessing the probability of realizing these deferred
tax assets. These factors include deferred tax liabilities of
$42.7 million and the presence of significant taxable income
in 1998. The valuation allowance has been provided for the
benefit of net operating loss carryovers in certain states with
relatively short carryover periods and other limitations. 

Management intends to evaluate the realizability of deferred
tax assets on a quarterly basis by assessing the need for any
additional valuation allowance.

1997 Compared to 1996

Consolidated revenues from continuing operations of the
Company for 1997 were $1,643.7 million compared to
$1,604.3 million for 1996, representing an increase of 2.5%,
primarily due to increases in revenues for ABF, G.I. Trucking
and Treadco, which were offset in part by declines in Cardinal
revenues due to its sale in July, 1997. The Company had
operating income from continuing operations of $62.9
million for 1997 compared to an operating loss of $(18.0)
million for 1996. 1997 operating income improvements
primarily reflect improvements at ABF. However, operating
income for all reportable segments, except Cardinal,
improved or equaled their 1996 performance. Income from
continuing operations for 1997 was $21.0 million, or $0.84
per share (diluted), compared to losses from continuing
operations for 1996 of $(34.2) million, or a loss of $(1.98)
per share (basic and diluted). Improvements in income from
continuing operations reflect improved operating income as
well as the after-tax gain on sale of Cardinal of $2.0 million
and lower interest costs resulting from reduced debt levels.

ABF Freight System, Inc.

ABF�s revenue increased 2.9% to $1,154.3 million in 1997
from $1,122.9 in 1996, due primarily to an overall rate
increase of 5.5% that was implemented on January 1, 1997.
ABF�s LTL revenue per hundredweight was $17.65 for 1997,
compared to $16.51 for 1996, representing an increase of
6.9%. This increase is offset by a decline in total tonnage per
day of 3.7% from 1996 to 1997, resulting from ABF�s
emphasis on account profitability. 

ABF�s operating ratio was 94.6% in 1997 compared to
100.8% in 1996. During 1996, ABF discontinued twelve of
the regional distribution terminal operations acquired in
September 1995 in the Carolina merger. These closings,
which occurred during the first two quarters of 1996,
returned ABF to its historical terminal system configuration.
This reconfiguration allowed ABF to gradually improve its
direct labor costs, improve its weight per trailer and reduce 
its empty miles, beginning in 1996 and continuing 
through 1997. 

The decrease in salaries and wages of 3.7%, as a percentage of
revenue, from 1996 to 1997 resulted primarily from
productivity improvements. This decrease was offset, in part,
by the increase in salaries and wages for unionized employees
of approximately 3.9% annually effective April 1, 1997,
pursuant to ABF�s collective bargaining agreement with the
IBT employees. 

Decreases during 1997 in supplies and expenses of .9% and
operating taxes and licenses of .6% as a percent of revenue
primarily reflect decreases in fuel costs and fuel taxes. Fuel
costs, and the related  taxes, were lower in 1997 than in 1996
because of lower fuel prices, better fuel economy fleet-wide
and 1.9% fewer traveled miles.

The cost of insurance, which includes provisions for self-
insurance of workers� compensation, bodily injury and 
property damage claims, decreased .5% as a percent of
revenue in 1997 due to fewer and less severe claims, as well as
favorable experience in claim settlements compared to 1996.

A decrease in depreciation and amortization of .9% of revenue
also resulted from ABF�s reconfiguration of its terminal
system, which resulted in improved asset utilization. ABF also
increased its use of leased revenue equipment and outside
alternate modes of transportation as reflected in the .9%
increase in rents, as a percentage of revenue, which includes
purchased transportation. 
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G.I. Trucking Company

G.I. Trucking�s revenues increased 27.5% to $100.0 million in
1997 from $78.4 million in 1996. G.I. Trucking continued
to replace revenues lost as a result of the ABF/Carolina
Freight Carriers (�Carolina�) merger in September 1995.
G.I. Trucking�s revenue per hundredweight increased to
$10.45 in 1997, a 3.5% increase from 1996. G.I. Trucking�s
tonnage increased 23.2% from 1996 to 1997. 

G.I. Trucking�s operating ratio improved to 99.4% for 1997
as compared to 109.4% for 1996. Details of the improvement
follow:

Salaries and wages decreased 5.3% of revenue from 1996 to
1997 as a result of productivity improvements as well as
lower pension and health insurance costs. In addition, a
portion of salaries and wages expense is generally fixed in
nature and declines as a percent of revenue with increases in
revenue levels.

Supplies and expenses declined 1.6% of revenue as a result of
lower fuel costs, lower repairs and maintenance costs and an
effort to reduce fixed and variable terminal operating costs. 

Operating taxes and licenses declined .7% of revenue from
1996 to 1997 primarily because of credits received by G.I.
Trucking for weight and mileage taxes.

Communications and utilities decreased .5% as a percent of
revenue from 1996 to 1997. Communications and utilities
expense is generally fixed in nature and declines as a percent
of revenue with increases in revenue levels.

A decrease in depreciation and amortization of 2.0% of
revenue resulted from a portion of G.I. Trucking�s revenue
equipment becoming fully depreciated during 1997. 

G.I. Trucking handled its increased level of business in 1997
in part by utilizing a higher level of purchased transportation.
As a result, rents and purchased transportation increased .5%
of revenue when compared to the same periods in 1996.

Cardinal Freight Carriers, Inc.

The Company�s truckload motor carrier operations were
conducted primarily through Cardinal. Cardinal was sold on
July 15, 1997 (see Note D to the Consolidated Financial
Statements).

Clipper Domestic

Revenues for Clipper Domestic increased 4% to $138.8
million in 1997 from $133.4 million in 1996. Through the
first nine months of 1997, greater increases in revenues for
Clipper Domestic were reported. However, fourth quarter
1997 revenues decreased 9% when compared to the fourth
quarter of 1996. Clipper Domestic was adversely affected by
the much-publicized problems with the U.S. rail system.
These problems resulted in lower revenue for Clipper
Domestic because of customer concerns regarding the
reliability of rail service, which is Clipper Domestic�s principal
method of transporting freight. 

Throughout 1996, Clipper Domestic experienced an increase
in its weight per shipment. However, a decline in revenue per
hundredweight without a proportionate reduction in cost
produced lower margins on higher revenue. In 1997, Clipper
Domestic improved yields and decreased costs per shipment,
when compared to 1996, by focusing on smaller shipment
sizes to improve margins. Effective January 1, 1997, Clipper
Domestic implemented a 5.9% rate increase. In the fourth
quarter of 1997, Clipper Domestic�s costs were affected
negatively by diversion of some freight from rail to trucks,
due to previously described rail service issues. Clipper
Domestic�s operating ratio remained steady at 97.4% for both
1997 and 1996. 

Clipper International

Clipper International�s revenue declined 6.5% to $50.5
million in 1997 from $53.9 million in 1996. The decline in
revenue for Clipper International was expected due to actions
taken in late 1996 and early 1997 to enhance profitability.
During 1996, Clipper International expanded into some
higher cost markets and experienced a shift in market mix to
more full container-load freight. Ocean container
transportation costs also increased. Clipper International
recorded a charge of $400,000 in 1997 relating to the
consolidation of administrative offices and some sales
locations with Clipper Domestic. Each of these factors
negatively impacted operating results in the applicable
periods. However, other productivity improvements offset
these costs, resulting in a lower operating ratio for 1997 of
103.0% compared to 104.3% for 1996. 
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Treadco, Inc.

Revenues for 1997 increased 11.9% to $161.3 million from
$144.2 million for 1996. Both �same store� sales and �new
store� sales increased approximately 6.0% from 1996 to 1997.
�Same store� sales include both production locations and
satellite sales locations that have been in existence for all of
1997 and 1996. In 1997, �new store� sales resulted from one
new sales location and one new production facility. In 1996,
�new store� sales resulted from five new sales locations.
Revenues from retreading for 1997 were $65.3 million, a
9.3% increase from $59.8 million in 1996. In 1997, retread
truck tire units sold increased 9.5%. The average sales price
for retreads decreased in 1997 as Treadco faced new
competition at many locations, which resulted in pressure on
selling prices. Revenues from new tires for 1997 were $81.0
million, an 11.9% increase from $72.4 million during 1996.
New tire units sold increased 11.5%.

Cost of sales decreased 3.5% from 1996 to 1997. This
decrease resulted primarily from lower tread rubber and new
tire costs of approximately 4.0%. Selling, administrative and
general expenses increased 1.6% from 1996 to 1997, resulting
primarily from a cost-of-living increase in salaries and wages
expense of 1.0%.

Interest

Interest expense was $24.0 million for 1997 compared to
$30.8 million for 1996, primarily due to reductions of
outstanding debt, although lower interest rates also impacted
interest costs. The average interest rate on the Company�s
Revolving Credit Agreement was 8.2% on January 1, 1997
and 7.2% on December 31, 1997. 

Income Taxes

The difference between the effective tax rate for 1997 and the
federal statutory rate resulted from state income taxes,
amortization of goodwill, minority interest, and other
nondeductible expenses. In addition, income tax expense for
1997 exceeds the expected amount because of $3.5 million in
taxes attributable to a lower tax basis than accounting basis in
Cardinal. The basis difference resulted from goodwill of
approximately $9.5 million allocated to Cardinal as a result of
purchase accounting for the 1995 WorldWay acquisition,
which included Cardinal (see Note G to the Consolidated
Financial Statements).

Liquidity and Capital Resources

Net cash provided by operating activities for 1998 was $72.3
million compared to $76.2 million in 1997. Cash provided by
net income plus depreciation and amortization for 1998 was
$76.3 million compared to $68.4 million in 1997. However,
cash provided by operating activities for 1998 decreased
because the Company resumed income tax payments in 1998,
whereas in 1997, income taxes paid were nominal due to
available net operating loss carryovers. In addition, cash
provided by operations and proceeds from asset sales of $16.4
million were used to purchase revenue equipment and other
assets in the amount of $60.9 million during 1998. During
1997, cash provided by the sale of assets was $37.3 million. In
addition, the sale of Cardinal and Complete Logistics
provided cash of $38.9 million, and asset purchases were
$11.6 million.

The Company is party to a five-year, $250 million credit
agreement (the �Credit Agreement�) with Societe Generale,
Southwest Agency as Administrative Agent and with Bank of
America National Trust and Savings Association and Wells
Fargo Bank (Texas), N.A., as Co-Documentation Agents
which became effective June 12, 1998 (see Note H to the
Consolidated Financial Statements). The Credit Agreement
provides for up to $250 million of revolving credit loans
(including letters of credit). 

At December 31, 1998, there were $119.6 million of
Revolver Advances and approximately $37.8 million of
outstanding letters of credit. At December 31, 1998, the
Company had approximately $92.6 million of borrowing
availability under the Credit Agreement. The Credit
Agreement contains various covenants, which limit, among
other things, indebtedness, distributions, dispositions of
assets and capital expenditures, and require the Company 
to meet certain quarterly financial ratio tests. As of 
December 31, 1998, the Company was in compliance with
the covenants.

In February 1998, the Company entered into an interest rate
swap effective April 1, 1998, on a notional amount of $110
million. The purpose of the swap was to limit the Company�s
exposure to increases in interest rates from current levels on
$110 million of bank borrowings over the seven-year term of
the swap. The interest rate under the swap is fixed at 5.845%
plus the Credit Agreement margin, which was .625% at
December 31, 1998 (see Notes H and O to the Consolidated
Financial Statements).

Since January 1, 1998, ABF has entered into approximately
$25.6 million in capital lease obligations for the purchase of
revenue equipment.
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Treadco is a party to a revolving credit facility with Societe
Generale (the �Treadco Credit Agreement�), providing for
borrowings of up to the lesser of $20 million or the
applicable borrowing base. Borrowings under the Treadco
Credit Agreement are collateralized by accounts receivable
and inventories. Borrowings under the agreement bear
interest at variable rates. At December 31, 1998, Treadco had
$1.25 million outstanding under the Revolving Credit

Agreement. The average interest rate during 1998 on the
Treadco Credit Agreement was 7.1%. The Treadco Credit
Agreement contains various financial covenants, which limit,
among other things, dividends, disposition of receivables,
indebtedness and investments, and require Treadco to meet
certain financial tests. As of December 31, 1998, Treadco was
in compliance with the covenants.

The following table sets forth the Company�s historical capital expenditures (net of equipment trade-ins) for the periods
indicated below:

Year Ended December 31
1998 1997 1996

($ thousands)
CAPITAL EXPENDITURES

ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $ 58,364 $ 6,761 $ 12,575
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 11,730 309 466
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 652 838
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,805 128 148
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . 79 58 213
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,205 4,334 22,986
Other and eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . 2,263 1,893 4,373

Total consolidated capital expenditures  . . . . . . . . . . . . . $ 86,446 $ 14,135 $ 41,599

The amounts presented in the table include equipment
purchases financed with capital leases of $25.6 million, $2.6
million, and $6.5 million in 1998, 1997 and 1996,
respectively. In addition, in 1996, purchases of $7.4 million
were financed with notes payable.

In 1999 the Company forecasts total spending of
approximately $63.6 million for capital expenditures net of
proceeds from equipment sales. Of the $63.6 million, ABF is
budgeted for approximately $45.8 million to be used
primarily for revenue equipment and facilities. Treadco is
budgeted for $6.2 million of expenditures to be used
primarily for retreading and service equipment and facilities
and G. I. Trucking is budgeted for $7.4 million of ex-
penditures to be used primarily for revenue equipment.

Management believes, based upon the Company�s current
levels of operations, the Company�s cash, capital resources,
borrowings available under the Credit Agreement and cash
flow from operations will be sufficient to finance current and
future operations and meet all present and future debt service
requirements, as well as fund the acquisition of 2,575,055
shares of Treadco not owned by ABC at December 31, 1998
(see Note R to the Consolidated Financial Statements).

Seasonality

ABF and G.I. Trucking are affected by seasonal fluctuations,
which affect tonnage to be transported. Freight shipments,
operating costs and earnings are also affected adversely by
inclement weather conditions. The third calendar quarter of
each year usually has the highest tonnage levels while the first
quarter has the lowest. Clipper Domestic�s and Clipper
International�s operations are similar to operations at ABF
and G.I. Trucking with revenues being weaker in the first
quarter and stronger during the months of September and
October. Treadco�s operations are somewhat seasonal with
the third quarter of the calendar year generally having the
highest levels of sales.
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Environmental Matters

The Company�s subsidiaries store some fuel for their tractors
and trucks in approximately 91 underground tanks located in
26 states. Maintenance of such tanks is regulated at the
federal and, in some cases, state levels. The Company believes
that it is in substantial compliance with all such regulations.
The Company is not aware of any leaks from such tanks that
could reasonably be expected to have a material adverse effect
on the Company. Environmental regulations were adopted by
the United States Environmental Protection Agency (�EPA�)
that required the Company to upgrade its underground tank
systems by December 1998. The Company successfully
completed the upgrades prior to the deadline set by the EPA.

The Company has received notices from the EPA and others
that it has been identified as a potentially responsible party
(�PRP�) under the Comprehensive Environmental Response
Compensation and Liability Act or other federal or state
environmental statutes at several hazardous waste sites. After
investigating the Company�s or its subsidiaries� involvement
in waste disposal or waste generation at such sites, the
Company has either agreed to de minimis settlements
(aggregating approximately $250,000 over the last five
years), or believes its obligations with respect to such sites
would involve immaterial monetary liability, although there
can be no assurances in this regard. 

As of December 31, 1998, the Company has accrued
approximately $3.6 million to provide for environmental-
related liabilities. The Company�s environmental accrual is
based on management�s best estimate of the actual liability.
The Company�s estimate is founded on management�s
experience in dealing with similar environmental matters and
on actual testing performed at some sites. Management
believes that the accrual is adequate to cover environmental
liabilities based on the present environmental regulations.
Accruals for environmental liabilities are included in the
balance sheet as accrued expenses.

Forward-Looking Statements

The Management�s Discussion and Analysis Section of this
report contains forward-looking statements that are based on
current expectations and are subject to a number of risks and
uncertainties. Actual results could differ materially from
current expectations due to a number of factors, including
general economic conditions; competitive initiatives and
pricing pressures; union relations; availability and cost of
capital; shifts in market demand; weather conditions; the
performance and needs of industries served by the
Company�s businesses; actual future costs of operating
expenses such as fuel and related taxes; self-insurance claims
and employee wages and benefits; actual costs of continuing
investments in technology; and the timing and amount of
capital expenditures and the accuracy of assessments and
estimates relating to Year 2000 issues.
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Interest Rate Instruments

The Company has historically been subject to market risk on all or a part of its borrowings under bank credit lines which have
variable interest rates.

In February 1998, the Company entered into an interest rate swap effective April 1, 1998. The swap agreement is a contract to
exchange floating interest rate payments for fixed rate payments over the life of the instrument. The notional amount is used to
measure interest to be paid or received and does not represent the exposure to credit loss. The purpose of the swap is to limit
the Company�s exposure to increases in interest rates on the notional amount of bank borrowings over the term of the swap.
The fixed interest rate under the swap is 5.845% plus the Credit Agreement margin (currently .625%). This instrument is not
recorded on the balance sheet of the Company. Details regarding the swap, as of December 31, 1998, are as follows:

Notional Amount Maturity Rate Paid Rate Received Fair Value (2)

$110.0 million April 1, 2005 5.845% Plus Credit Agreement LIBOR rate (1) $(3.8) million
Margin (currently .625%) Plus Credit Agreement

Margin (currently .625%)

(1) LIBOR rate is determined two London Banking Days prior to the first day of every month, and continues up to and including the maturity date.

(2) The fair value is an estimated amount the Company would have paid at December 31, 1998, to terminate the agreement.

Fair Value of Financial Instruments

The following methods and assumptions were used by the
Company in estimating its fair value disclosures for financial
instruments, for all financial instruments except for the
interest rate swap agreement disclosed above:

Cash and Cash Equivalents. The carrying amount reported
in the balance sheet for cash and cash equivalents approx-
imates its fair value.

Long- and Short-Term Debt. The carrying amounts of the
Company�s borrowings under its revolving credit agreements
approximate their fair values, since the interest rate under
these agreements is variable. Also, the carrying amount of
long-term debt was estimated to approximate their fair
values, with the exception of the WorldWay Subordinated
Debentures, Treadco equipment debt and the corporate
facility credit agreement (repaid in 1998) which are esti-
mated using current market rates.

The carrying amounts and fair value of the Company�s financial instruments at December 31 are as follows:

1998
Carrying Fair
Amount Value

($ thousands)

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,543 $ 4,543
Short-term debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,233 $ 1,182
Long-term debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 161,371 $ 157,337

Borrowings under the Company�s Credit Agreement in
excess of $110.0 million are subject to market risk. During
1998, outstanding debt obligations under the Credit
Agreement ranged from $104.7 million to $150.3 million. A
100-basis-point change in interest rates on Credit Agreement
borrowings above $110.0 million would change annual
interest cost by $100,000 per $10.0 million of borrowings.

The Company does not have a formal foreign currency risk
management policy. The Company�s foreign operations are
not significant to the Company�s total revenues or assets.
Revenue from non-U.S. operations amounted to less than 3%
of total revenues for 1998. Accordingly, foreign currency
exchange rate fluctuations have never had a significant impact

on the Company, and they are not expected to in the
foreseeable future. In addition, Clipper International generally
requires that foreign agents� remittances be denominated in
U. S. dollars, thus limiting risk to the Company of foreign
currency fluctuations. In such cases, market risk is transferred
to the foreign agent which causes credit risk to the Company
for agents operating in regions subject to economic instability.
The Company has not recently suffered any significant credit
losses due to agent relationships.

The Company has not historically entered into financial
instruments for trading purposes, nor has the Company
historically engaged in hedging fuel prices. No such
instruments were outstanding during 1998 or 1997.
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Shareholders and Board of Directors
Arkansas Best Corporation

We have audited the accompanying consolidated balance
sheets of Arkansas Best Corporation and subsidiaries as of
December 31, 1998 and 1997, and the related consolidated
statements of operations, shareholders� equity, and cash
flows for each of the three years in the period ended
December 31, 1998. These financial statements are the
responsibility of the Company�s management. Our
responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects, 
the consolidated financial position of Arkansas Best
Corporation and subsidiaries at December 31, 1998 and
1997, and the consolidated results of their operations and
their cash flows for each of the three years in the period
ended December 31, 1998, in conformity with generally
accepted accounting principles.

Report of Ernst & Young LLP, Independent Auditors
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December 31
1998 1997

($ thousands)

Assets

CURRENT ASSETS
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,543 $ 7,203
Trade receivables less allowances

(1998�$7,521,000; 1997�$7,603,000)  . . . . . . . . . . . . . . . . . . . . . . 172,476 175,693
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,150 30,685
Prepaid expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,813 14,456
Deferred income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,251 5,584
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,467 3,275

TOTAL CURRENT ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . 229,700 236,896

PROPERTY, PLANT AND EQUIPMENT 
Land and structures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 218,345 212,847
Revenue equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 256,474 207,471
Manufacturing equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,506 18,891
Service, office and other equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 74,803 64,598
Leasehold improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,484 7,281

576,612 511,088
Less allowances for depreciation and amortization  . . . . . . . . . . . . . . . . (256,510) (225,733)

320,102 285,355

OTHER ASSETS  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,743 41,999

ASSETS HELD FOR SALE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,084 3,342

GOODWILL, less amortization
(1998 � $36,740,000; 1997 � $31,867,000)  . . . . . . . . . . . . . . . . . . . . 124,975 130,747

$ 710,604 $ 698,339
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December 31
1998 1997

($ thousands)

Liabilities and Shareholders� Equity

CURRENT LIABILITIES
Bank overdraft  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18,516 $ 13,801
Bank drafts payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,314 1,172
Trade accounts payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,583 77,403
Accrued expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146,161 157,622
Federal and state income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,117 1,222
Current portion of long-term debt  . . . . . . . . . . . . . . . . . . . . . . . . . . 17,504 16,484

TOTAL CURRENT LIABILITIES  . . . . . . . . . . . . . . . . . . . . . . 264,195 267,704

LONG-TERM DEBT, less current portion  . . . . . . . . . . . . . . . . . . . . . . 196,079 202,604

OTHER LIABILITIES  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,706 21,921

DEFERRED INCOME TAXES  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,197 24,448

MINORITY INTEREST  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,512 32,600

SHAREHOLDERS� EQUITY 
Preferred stock, $.01 par value, authorized 10,000,000 shares;

issued and outstanding 1,495,000 shares  . . . . . . . . . . . . . . . . . . . . . 15 15
Common stock, $.01 par value, authorized 70,000,000 shares;

issued and outstanding 1998:  19,610,213 shares;
1997:  19,596,213 shares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196 196

Additional paid-in capital  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193,117 192,910
Retained earnings (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19,413) (43,788)
Accumulated other comprehensive income (loss)  . . . . . . . . . . . . . . . . . � (271)

TOTAL SHAREHOLDERS� EQUITY  . . . . . . . . . . . . . . . . . . . . 173,915 149,062

COMMITMENTS AND CONTINGENCIES  . . . . . . . . . . . . . . . . . . .
$ 710,604 $ 698,339

The accompanying notes are an integral part of the consolidated financial statements.
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Year Ended December 31
1998 1997 1996

($ thousands, except per share data)

OPERATING REVENUES
Transportation operations  . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,472,471 $ 1,484,766 $ 1,462,722
Tire operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178,982 158,912 141,613

1,651,453 1,643,678 1,604,335

OPERATING EXPENSES AND COSTS  . . . . . . . . . . . . . . .
Transportation operations  . . . . . . . . . . . . . . . . . . . . . . . . . 1,407,878 1,418,974 1,475,179
Tire operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177,165 161,796 147,164

1,585,043 1,580,770 1,622,343

OPERATING INCOME (LOSS)  . . . . . . . . . . . . . . . . . . . . . 66,410 62,908 (18,008)

OTHER INCOME (EXPENSE)
Net gains (losses) on sale of property 

and non-revenue equipment  . . . . . . . . . . . . . . . . . . . . . . 1,691 (3,536) 1,856
Gain on sale of Cardinal Freight Carriers, Inc.  . . . . . . . . . . . � 8,985 �
Settlement of litigation  . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,124 � �
Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (18,438) (23,978) (30,843)
Minority interest in subsidiary  . . . . . . . . . . . . . . . . . . . . . . (3,257) 1,359 1,768
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,950) (5,380) (7,762)

(15,830) (22,550) (34,981)

INCOME (LOSS) FROM CONTINUING
OPERATIONS BEFORE INCOME TAXES  . . . . . . . . . 50,580 40,358 (52,989)

FEDERAL AND STATE INCOME TAXES (CREDIT)
Current  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,943 3,079 (15,016)
Deferred  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,962 16,310 (3,766)

21,905 19,389 (18,782)

INCOME (LOSS) FROM CONTINUING OPERATIONS  . . 28,675 20,969 (34,207)

DISCONTINUED OPERATIONS:
Loss from discontinued operations (net of tax benefits of
$1,476 and $1,353 for the years ended December 31, 1997

and 1996, respectively)  . . . . . . . . . . . . . . . . . . . . . . . . . . � (2,529) (2,396)
Loss on disposal of discontinued operations

(net of tax benefits of $605)  . . . . . . . . . . . . . . . . . . . . . . � (3,093) �
LOSS FROM DISCONTINUED OPERATIONS  . . . . . . . . . � (5,622) (2,396)

NET INCOME (LOSS)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,675 15,347 (36,603)
Preferred stock dividends  . . . . . . . . . . . . . . . . . . . . . . . . . . 4,298 4,298 4,298

NET INCOME (LOSS) FOR COMMON SHAREHOLDERS $ 24,377 $ 11,049 $ (40,901)

NET INCOME (LOSS) PER COMMON SHARE
Basic:

Continuing operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.24 0.85 (1.98)
Discontinued operations  . . . . . . . . . . . . . . . . . . . . . . . . . . � (0.29) (0.12)

NET INCOME (LOSS) PER SHARE  . . . . . . . . . . . . . . . . . 1.24 0.56 (2.10)
Diluted:

Continuing operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.21 0.84 (1.98)
Discontinued operations  . . . . . . . . . . . . . . . . . . . . . . . . . . � (0.28) (0.12)

NET INCOME (LOSS) PER SHARE  . . . . . . . . . . . . . . . . . 1.21 0.56 (2.10)

CASH DIVIDENDS PAID PER COMMON SHARE  . . . . . . $ � $ � $ .01

The accompanying notes are an integral part of the consolidated financial statements.
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Accumulated
Additional Retained Other

Preferred Common Paid-In Earnings Comprehensive Total
Stock Stock Capital (Deficit) Income (Loss) (1) Equity

($ thousands)

Balances at January 1, 1996 . . . . . . . . . $ 15 $ 195 $ 192,436 $ (13,741) $ (1,041) $ 177,864

Net loss . . . . . . . . . . . . . . . . . . . . . . � � � (36,603) � (36,603)
Adjustment to minimum pension liability � � � � 770 770  

Comprehensive loss . . . . . . . . . . . . . (35,833)
Retirement of common stock  . . . . . . . � � (108) � � (108)
Dividends paid  . . . . . . . . . . . . . . . . . � � � (4,493) � (4,493)

Balances at December 31, 1996  . . . . . . 15 195 192,328 (54,837) (271) 137,430

Net income  . . . . . . . . . . . . . . . . . . . � � � 15,347 � 15,347
Comprehensive income  . . . . . . . . . . 15,347

Issuance of common stock  . . . . . . . . . � 1 582 � � 583 
Dividends paid  . . . . . . . . . . . . . . . . . � � � (4,298) � (4,298)

Balances at December 31, 1997  . . . . . . 15 196 192,910 (43,788) (271) 149,062

Net income  . . . . . . . . . . . . . . . . . . . � � � 28,675 � 28,675
Adjustment to minimum pension liability (2) 271 269

Comprehensive income  . . . . . . . . . . 28,944
Tax effect of stock options exercised  . . � � 118 � � 118
Issuance of common stock  . . . . . . . . . � � 89 � � 89  
Dividends paid  . . . . . . . . . . . . . . . . . � � � (4,298) � (4,298)    

Balances at December 31, 1998  . . . . . . $ 15 $ 196 $193,117 $ (19,413) $ � $ 173,915

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

(1) Net of tax benefits of $.6 million at January 1, 1996, and $.1 million at December 31, 1996 and 1997.
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Year Ended December 31
1998 1997 1996

($ thousands)
OPERATING ACTIVITIES

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,675 $ 15,347 $ (36,603)
Adjustments to reconcile net income (loss)

to net cash provided by operating activities:
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . 40,674 44,316 56,389
Amortization of intangibles  . . . . . . . . . . . . . . . . . . . . . . . . . . 4,515 4,629 4,609
Other amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,420 4,139 3,740
Provision for losses on accounts receivable  . . . . . . . . . . . . . . . . 3,957 2,956 9,489
Provision (credit) for deferred income taxes  . . . . . . . . . . . . . . . 1,962 16,310 (3,735)
Net gain on sales of assets and subsidiaries  . . . . . . . . . . . . . . . . (3,928) (4,560) (3,334)
Minority interest in Treadco . . . . . . . . . . . . . . . . . . . . . . . . . . 3,257 (1,359) (1,768)
Changes in operating assets and liabilities:

Receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,885) (7,646) 13,540
Inventories and prepaid expenses  . . . . . . . . . . . . . . . . . . . . (1,793) 28 3,165
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,896 (8,826) 9,203
Accounts payable, bank drafts payable, taxes payable,

accrued expenses and other liabilities  . . . . . . . . . . . . . . . . . (10,478) 10,865 (24,499)
NET CASH PROVIDED BY OPERATING ACTIVITIES  . . . . . 72,272 76,199 30,196

INVESTING ACTIVITIES
Purchases of property, plant and equipment

excluding capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (60,866) (11,645) (27,747)
Purchase of Treadco stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,132) � �
Proceeds from sales of subsidiaries  . . . . . . . . . . . . . . . . . . . . . . . � 39,031 �
Proceeds from asset sales  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,415 37,340 65,313

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES  (45,583) 64,726 37,566

FINANCING ACTIVITIES
Deferred financing costs and expenses  . . . . . . . . . . . . . . . . . . . . . (731) (1,165) (3,512)
Borrowings under revolving credit facilities  . . . . . . . . . . . . . . . . . . 557,975 463,135 272,585
Payments under revolving credit facilities  . . . . . . . . . . . . . . . . . . . (551,925) (545,635) (288,285)
Payments on long-term debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,175) (16,652) (24,704)
Payment under term loan facilities . . . . . . . . . . . . . . . . . . . . . . . . (13,000) (42,948) (34,052)
Dividends paid to minority shareholders of Treadco . . . . . . . . . . . . � (330) (440)
Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,298) (4,298) (4,493)
Net increase in bank overdraft  . . . . . . . . . . . . . . . . . . . . . . . . . . 4,715 13,801 �
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90 (2,057) 621

NET CASH USED BY FINANCING ACTIVITIES  . . . . . . . . . . . (29,349) (136,149) (82,280)

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,660) 4,776 (14,518)
Cash and cash equivalents at beginning of year  . . . . . . . . . . . . . . . 7,203 2,427 16,945

CASH AND CASH EQUIVALENTS AT END OF YEAR  . . . . . . $ 4,543 $ 7,203 $ 2,427

The accompanying notes are an integral part of the consolidated financial statements.
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rkansas Best Corporation (the �Company�) is a diversified
holding company engaged through its subsidiaries
primarily in motor carrier transportation operations,

intermodal and ocean transportation operations, and
truck tire retreading and new tire sales (see Note N).
Principal subsidiaries are ABF Freight System, Inc.
(�ABF�); Treadco, Inc. (�Treadco�); Clipper Exxpress
Company and related companies (�Clipper Domestic�);
CaroTrans International, Inc. (�Clipper International�);
G.I. Trucking Company (�G.I. Trucking�); FleetNet
America, Inc.; and, until July 15, 1997, Cardinal Freight
Carriers, Inc. (�Cardinal�).

Approximately 79% of ABF�s employees are covered under
a five-year collective bargaining agreement which began on
April 1, 1998, with the International Brotherhood of
Teamsters (�IBT�). 

In August 1995, pursuant to a tender offer, a wholly owned
subsidiary of the Company purchased the outstanding
shares of common stock of WorldWay Corporation
(�WorldWay�), at a price of $11 per share (the
�Acquisition�). WorldWay was a publicly-held company
engaged through its subsidiaries in motor carrier
operations. The total purchase price of WorldWay
amounted to approximately $76 million. Assets acquired
had an estimated fair value of approximately $313.0 million
and liabilities assumed had a fair value of approximately
$252.0 million.

The Company�s consolidated financial statements reflect
full consolidation of the accounts of Treadco, with the
ownership interests of the other stockholders reflected as
minority interest because the Company controls Treadco
through stock ownership, board representation and
management services, provided under a transition services
agreement. During the third quarter of 1998, the Company
increased its percentage ownership of Treadco, Inc.,
approximately 3% to 49%, by purchasing 177,500 shares for
approximately $1.1 million (see Note R).

Note A - Organization and Description of Business

Treadco, Inc.
December 31

1998 1997

($ thousands)

Current assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 59,566 $ 55,644
Property, plant and equipment, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,313 31,329
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,491 13,485

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 107,370 $ 100,458

Current liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35,892 $ 28,372
Long-term debt and other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,262 13,251
Stockholders� equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,216 58,835

Total liabilities and stockholders� equity  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 107,370 $ 100,458

Year Ended December 31
1998 1997 1996

($ thousands)

Sales  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 181,293 $ 161,276 $ 144,154
Operating expenses and costs  . . . . . . . . . . . . . . . . . . . . . . . . . . (178,801) (163,785) (149,337)
Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,125) (1,256) (900)
Settlement of litigation (see Note L)  . . . . . . . . . . . . . . . . . . . . . 9,124 � �
Other income (expense)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (18) (112) 731
Income tax (expense) credit  . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,092) 1,373 2,093

Net income (loss)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,381 $ (2,504) $ (3,259)

A

Summarized condensed financial information for Treadco is as follows:
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Note B - Accounting Policies

Consolidation: The consolidated financial statements
include the accounts of the Company and its subsidiaries. All
significant intercompany accounts and transactions are
eliminated in consolidation.

Cash and Cash Equivalents: Short-term investments which
have a maturity of ninety days or less when purchased are
considered cash equivalents.

Concentration of Credit Risk: The Company�s services are
provided primarily to customers throughout the United
States and Canada, with additional customers in foreign
countries served by Clipper International. The Company
performs ongoing credit evaluations of its customers and
generally does not require collateral. Historically, credit losses
have been within management�s expectations.

Inventories: Inventories, which consist primarily of new tires
and retread tires and supplies used in Treadco�s business, are
stated at the lower of cost (first-in, first-out basis) or market.

Property, Plant and Equipment: Purchases of property,
plant and equipment are recorded at cost. For financial
reporting purposes, such property is depreciated principally
by the straight-line method, using the following lives:
structures � 15 to 30 years; revenue equipment � 3 to 7
years; manufacturing equipment � 5 to 12 years; other
equipment � 3 to 10 years; and leasehold improvements � 4
to 10 years. For tax reporting purposes, accelerated
depreciation or cost recovery methods are used. Gains and
losses on asset sales are reflected in the year of disposal.
Trade-in allowances in excess of the book value of revenue
equipment traded are accounted for by adjusting the cost of
assets acquired. Tires purchased with revenue equipment are
capitalized as a part of the cost of such equipment, with
replacement tires being expensed when placed in service.

Assets Held for Sale: Assets held for sale represent primarily
non-operating freight terminals and other properties, a
portion of which were acquired as a result of the WorldWay
acquisition (see Note A), which are carried at the lower of net
book value or estimated net realizable value. The Company
recorded writedowns to net realizable value of $1.6 million in
1997 and $1.5 million in 1996 for Company properties
reclassified to assets held for sale. No writedowns were made
in 1998. Writedowns are included in gains or losses on sales
of property.

Total assets held for sale at December 31, 1996 were $9.1
million. In 1997, additional assets of $6.1 million were
identified and reclassified to assets held for sale. During 1997,
assets carried at $10.3 million were sold, resulting in a loss of
$1.9 million.

Total assets held for sale at December 31, 1997 were $3.3
million. In 1998, additional assets of $1.0 million were
identified and reclassified to assets held for sale. During
1998, assets carried at $2.3 million were sold, resulting in a
gain of $1.1 million.

Goodwill: Excess cost over fair value of net assets acquired
(goodwill) is amortized on a straight-line basis over 15 to 40
years. The carrying value of goodwill will be reviewed if the
facts and circumstances suggest that it may be impaired. If
this review indicates that goodwill will not be recoverable, as
determined based on the undiscounted cash flows over the
remaining amortization period, the Company�s carrying value
of the goodwill will be reduced.

Income Taxes: Deferred income taxes are accounted for
under the liability method. Deferred income taxes relate
principally to asset and liability basis differences arising from
a 1988 purchase transaction and from the WorldWay
acquisition, as well as to the timing of the depreciation and
cost recovery deductions previously described and to
temporary differences in the recognition of certain revenues
and expenses of carrier operations.

Revenue Recognition: Motor carrier revenue is recognized
based on relative transit time in each reporting period with
expenses recognized as incurred. Revenue for other segments
is recognized generally at the point when goods or services
are provided to the customers.

Earnings (Loss) Per Share: The calculation of earnings
(loss) per share is based on the weighted average number of
common (basic earnings per share) or common equivalent
shares outstanding (diluted earnings per share) during the
applicable period. The dilutive effect of common stock
equivalents is excluded from basic earnings per share and
included in the calculation of diluted earnings per share. The
calculation of basic earnings per share reduces income
available to common shareholders by preferred stock
dividends paid or accrued during the period.

Compensation to Employees: Stock-based compensation to
employees is accounted for based on the intrinsic value
method under Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees (�APB 25�).

Accounting for Sales of Stock by Subsidiaries: It is the
Company�s policy to recognize gains and losses on sales of
subsidiary stock when incurred.

Claims Liabilities: The Company is self-insured up to certain
limits for workers� compensation, cargo loss and damage,
certain property damage and liability claims. Provision has
been made for the estimated liabilities for such claims based on
historical trends, claims frequency, severity and other factors.

Environmental Matters: The Company expenses environ-
mental expenditures related to existing conditions resulting
from past or current operations and from which no current
or future benefit is discernible. Expenditures which extend
the life of the related property or mitigate or prevent future
environmental contamination are capitalized. The Company
determines its liability on a site-by-site basis with actual
testing at some sites, and records a liability at the time when
it is probable and can be reasonably estimated. The estimated
liability is not discounted or reduced for possible recoveries
from insurance carriers or other third parties (see Note L).
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Derivative Financial Instruments: The Company has, from
time to time, entered into interest-rate swap agreements and
interest-rate cap agreements (see Notes H and O) designed
to modify the interest characteristic of outstanding debt or
limit exposure to increasing interest rates. The differential to
be paid or received as interest rates change is accrued and
recognized as an adjustment of interest expense related to the
debt (the accrual accounting method). Any related amount
payable to or receivable from counterparties is included in
accrued liabilities or other receivables.

Comprehensive Income: The Company reports the classi-
fication components of other comprehensive income by their
nature in the financial statements and displays the
accumulated balance of other comprehensive income
separately from retained earnings and additional paid-in
capital in the consolidated financial statements, as required by
generally accepted accounting principles. Comprehensive
income refers to revenues, expenses, gains and losses that
under generally accepted accounting principles are included in
comprehensive income but excluded from net income.

Segment Information: The Company uses the �manage-
ment approach� for determining appropriate segment
information to disclose.  The management approach is based
on the way management organizes the segments within the
Company for making operating decisions and assessing
performance. 

Use of Estimates: The preparation of financial statements in
conformity with generally accepted accounting principles
requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those
estimates.

Reclassifications: Certain reclassifications have been made to
the prior year financial statements to conform to the current
year�s presentation.

Note D - Sale of Cardinal Freight Carriers, Inc.

On July 15, 1997, the Company sold Cardinal for approximately $38 million in cash. The sale resulted in a pre-tax gain of
approximately $9 million. The net proceeds from the sale were used to pay down bank debt. Results of operations for
Cardinal included in the statements of operations are summarized as follows:

Year Ended December 31
1998 1997 1996

($ thousands)

Revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ � $ 39,366 $ 74,623
Operating income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 2,087 4,388
Pre-tax income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 1,710 3,585

Note C - Discontinued Operations

As of June 30, 1997, and prior periods since 1995, the
Company was engaged in providing logistics services,
including warehousing and distribution, through two
wholly owned subsidiaries, The Complete Logistics
Company (�CLC�) and Integrated Distribution, Inc.
(�IDI�). On August 8, 1997, the Company sold CLC for
approximately $2.5 million in cash. The sale resulted in a

pre-tax loss of $1.3 million. In September 1997, the
Company completed a formal plan to exit the logistics
segment by disposing of IDI. As of September 30, 1997,
the Company recorded a loss for the disposal of IDI 
of $2.2 million, net of tax benefits of $100,000. On
October 31, 1997, the Company closed the sale of IDI for
proceeds of approximately $600,000.

Year Ended December 31
1998 1997 1996

($ thousands)

Revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ � $ 29,812 $ 54,849
Operating loss  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � (3,516) (2,835)
Pre-tax loss  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � (4,005) (3,749)

Results of operations of the logistics segment have been reported as discontinued operations for the year ended December 31,
1997 and the statements of operations for all prior periods have been restated to remove the revenue and expenses of the logistics
segment. Results of the logistics operations segment included in discontinued operations are summarized as follows:
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In June 1997, the FASB issued Statement No. 130, Reporting
Comprehensive Income. The Statement requires the
classification components of other comprehensive income by
their nature in financial statements and display of the
accumulated balance of other comprehensive income
separately from retained earnings and additional paid-in
capital in the consolidated financial statements. The
Company adopted FASB Statement No. 130 in 1998.

In June 1997, the FASB issued Statement No. 131,
Disclosures About Segments of an Enterprise and Related
Information. The Statement changes the way public
companies report segment information in annual financial
statements and also requires those companies to report
selected segment information in interim financial reports to
shareholders. The proposal superseded FASB Statement 
No. 14 on segments. The Company adopted FASB Statement
No. 131 in 1998.

In February 1998, the FASB issued Statement No. 132,
Employers� Disclosures About Pensions and Other Post
Retirement Benefits. The Statement revises employers� dis-
closures about pensions and other postretirement plans
without changing the measurement or recognition of those
plans. The Company adopted FASB Statement No. 132 in
1998.

In March 1998, the Accounting Standards Executive
Committee of The American Institute of CPA�s (�AcSEC�)
issued Statement of Position (�SOP�) 98-1, Accounting for
Costs of Computer Software Developed for or Obtained for
Internal Use. Under the SOP, qualifying computer software
costs incurred during the �application development stage�
are required to be capitalized and amortized over the
software�s estimated useful life. The SOP is effective for the

Company beginning January 1, 1999. The SOP will result in
capitalization of costs related to internal computer software
development. All such costs are currently expensed. The
amount of costs capitalized within any period will be
dependent on the nature of software development activities
and projects in that period.

In April 1998, the AcSEC issued Statement of Position 
98-5, Reporting on the Costs of Start-Up Activities. Under the
SOP, certain costs associated with start-up activities are re-
quired to be expensed as incurred. The SOP will be effective
for the Company on January 1, 1999. The Company has his-
torically expensed start-up costs. Accordingly, the Company
does not anticipate the adoption of this SOP to have a
material impact on the Company�s financial statements.

In June 1998, the FASB issued Statement No. 133,
Accounting for Derivative Instruments and Hedging
Activities. The Statement addresses the accounting for deriv-
ative instruments, including certain derivative instruments
embedded in other contracts, and hedging activities. The
Statement will require the Company to recognize all deriva-
tives on the balance sheet at fair value.  Derivatives that are
not hedges must be adjusted to fair value through income.  If
a derivative is a hedge, depending on the nature of the hedge,
changes in the fair value of the derivative will either be offset
against the change in fair value of the hedged asset, liability,
or firm commitment through earnings, or recognized in
other comprehensive income until the hedged item is recog-
nized in earnings. The Statement is effective for the Company
in 2000. The Company is evaluating the impact the
Statement will have on its financial statements and related dis-
closures.

Note E - Recent Accounting Pronouncements

Note F - Inventories

December 31
1998 1997

($ thousands)

Finished goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,523 $ 22,392
Materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,147 4,934
Repair parts, supplies and other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,480 3,359

$ 33,150 $ 30,685
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Note G - Federal and State Income Taxes

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for income tax purposes. Significant components of the
Company�s deferred tax liabilities and assets are as follows:

December 31
1998 1997

($ thousands)
Deferred tax liabilities:

Depreciation and basis differences
for property, plant and equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,730 $ 32,208

Revenue recognition  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,312 3,360
Basis difference on asset and stock sale  . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,239 3,313
Prepaid expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,885 5,173
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,578 3,351

Total deferred tax liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,744 47,405

Deferred tax assets:
Accrued expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,914 18,586
Postretirement benefits other than pensions  . . . . . . . . . . . . . . . . . . . . . . . 1,086 1,216
Net operating loss carryovers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,903 9,204
Alternative minimum tax credit carryovers . . . . . . . . . . . . . . . . . . . . . . . . . � 1,825
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,043 310

Total deferred tax assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,946 31,141
Valuation allowance for deferred tax assets  . . . . . . . . . . . . . . . . . . . . . . . (1,148) (2,600)
Net deferred tax assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,798 28,541

Net deferred tax liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,946 $ 18,864

Significant components of the provision for income taxes are as follows:

Year Ended December 31
1998 1997 1996

($ thousands)
Current (credit):

Federal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 17,304 $ 1,913 $ (15,016)
State  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,639 1,166 �

Total current (credit)  . . . . . . . . . . . . . . . . . . . . . . . . . 19,943 3,079 (15,016)

Deferred (credit):
Federal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,765 14,793 (1,149)
State  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197 1,517 (2,617)

Total deferred (credit)  . . . . . . . . . . . . . . . . . . . . . . . . 1,962 16,310 (3,766)

Total income tax expense (credit)  . . . . . . . . . . . . . . . . . . . . $ 21,905 $ 19,389 $ (18,782)
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A reconciliation between the effective income tax rate, as computed on income from continuing operations, and the statutory
federal income tax rate is presented in the following table:

Year Ended December 31
1998 1997 1996

($ thousands)
Income tax (benefit) at the 
statutory federal rate of 35%  . . . . . . . . . . . . . . . . . . . . . . . $ 17,703 $ 14,125 $ (18,546)

Federal income tax effects of:
State income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (986) (941) 913
Nondeductible goodwill  . . . . . . . . . . . . . . . . . . . . . . . . 1,045 1,262 2,548
Other nondeductible expenses  . . . . . . . . . . . . . . . . . . . . . 693 555 1,389
Minority interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,140 (476) (619)
Undistributed earnings or losses of Treadco . . . . . . . . . . . . 204 (80) (99)
Nondeductible goodwill included

in assets of Cardinal . . . . . . . . . . . . . . . . . . . . . . . . . . . � 3,078 �
Resolution of tax contingencies  . . . . . . . . . . . . . . . . . . . . � � (1,573)
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (730) (817) (178)

Federal income taxes (benefit) . . . . . . . . . . . . . . . . . . . . . . . 19,069 16,706 (16,165)
State income taxes (benefit)  . . . . . . . . . . . . . . . . . . . . . . . . 2,836 2,683 (2,617)

$ 21,905 $ 19,389 $ (18,782)
Effective tax rate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.3% 48.0% (35.5)%

Income taxes of $13.1 million were paid in 1998 and $2.4
million were paid in 1997. No income taxes were paid in
1996.  Income tax refunds amounted to $4.4 million in 1998,
$8.5 million in 1997 and $28.9 million in 1996.

As of December 31, 1998, the Company had state net
operating loss carryovers of approximately $56.1 million.
State net operating loss carryovers expire generally in five to
fifteen years.

For financial reporting purposes, a valuation allowance of
approximately $1.1 million has been established for certain
state net operating loss carryovers for which realization is
uncertain. As a result of the current year utilization of state
net operating losses of the Company�s various subsidiaries in
which realization of the benefits was previously uncertain, the
Company decreased its valuation allowance by $1.5 million 
in 1998.

Note H - Long-Term Debt and Credit Agreements

December 31
1998 1997

($ thousands)

Revolving Credit and Term Loan Facility (1)  . . . . . . . . . . . . . . . . . . . . . . . . . . $  119,600 $ 110,800
Subordinated Debentures (2)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,994 42,657
Corporate Facility Credit Agreement (3)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 13,000
Treadco Credit Agreement (4)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,250 4,000
Capitalized Lease Obligations (5)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,979 41,809
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,760 6,822

213,583 219,088
Less current portion  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,504 16,484

$ 196,079 $ 202,604
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(1) On June 12, 1998, the Company entered into a new
senior five-year revolving credit agreement (�Credit
Agreement�) in the amount of $250 million, which
includes a $75 million sublimit for the issuance of letters
of credit. The parties to the Credit Agreement are the
Company, Societe Generale, Southwest Agency, as
Administrative Agent, and Bank of America National
Trust and Savings Association and Wells Fargo Bank
(Texas), N.A. as Co-Documentation Agents, as well as
five other participating banks. The Company�s previous
credit agreement was terminated upon entering into the
new Credit Agreement. The Credit Agreement contains
covenants limiting, among other things, indebtedness, dis-
tributions, dispositions of assets, and capital expenditures,
and requires the Company to meet certain quarterly
financial ratio tests. As of December 31, 1998, the Com-
pany was in compliance with all covenants. Interest rates
under the agreement are at variable rates as defined by the
Credit Agreement. At December 31, 1998, the effective
average interest rate on the Credit Agreement was 6.4%.

At December 31, 1998, there were $119.6 million of
Revolver Advances and approximately $37.8 million of
outstanding letters of credit. At December 31, 1997, there
were $110.8 million of Revolver Advances and
approximately $19.8 million in outstanding letters of
credit. Outstanding revolving credit advances may not
exceed a borrowing base calculated using the Company�s
equipment and real estate, the Treadco common stock
owned by the Company, and eligible receivables. The
borrowing base was $300.2 million at December 31,
1998, which exceeded the $250.0 million limit specified
by the Credit Agreement. The amount available under the
Credit Agreement at December 31, 1998, was $92.6
million. The Company has pledged, as security for the
1998 Credit Agreement, substantially all accounts
receivable and revenue equipment not already pledged
under other debt obligations. 

(2) The Subordinated Debentures were issued in April 1986
by WorldWay. The debentures bear interest at 6.25% per
annum, payable semi-annually, on a par value of $39.9
million at December 31, 1998. The debentures are payable
April 15, 2011. The Company may redeem all outstanding
debentures at 100% of par at any time and is required to
redeem, through a mandatory sinking fund in each year
through 2010, $2.5 million of the aggregate principal
amount of the debentures issued. The Company has met
its sinking fund obligations through 2001 by making
market purchases and deposits of debentures with the
Bond Trustee. Bonds with a par value of $5.0 million were
purchased in 1998 for approximately $4.5 million. Bonds
with a par value of $2.5 million were purchased for
approximately $2.0 million in 1997. The bond repurchases
resulted in gains of $.3 million in both 1998 and 1997
(included in other income).

(3) The Company entered into a ten-year, $20 million cor-
porate facility credit agreement in 1994 to finance the
construction of the Company�s corporate office building
which was completed in February 1995. In April 1998,
the Company paid off the corporate facility credit
agreement.

(4) Treadco is a party to a revolving credit facility with Societe
Generale (the �Treadco Credit Agreement�), providing
for borrowings of up to the lesser of $20 million or the
applicable borrowing base. Borrowings under the Treadco
Credit Agreement are collateralized by Treadco accounts
receivable and inventories. Borrowings under the
agreement bear interest at a variable rate based on the
terms of the Treadco Credit Agreement. At December 31,
1998, Treadco had $1.25 million outstanding under the
Revolving Credit Agreement. The average interest rate at
December 31, 1998, was 7.1%. The Treadco Credit Agree-
ment contains various covenants which limit, among other
things, dividends, disposition of receivables, indebtedness
and investments, and require Treadco to meet certain
financial tests. As of December 31, 1998, Treadco was in
compliance with the covenants.

(5) Capitalized lease obligations include approximately $45.4
million relative to leases of carrier revenue equipment with
an aggregate net book value of approximately $45.8
million at December 31, 1998. These leases have a
weighted average interest rate of approximately 6.9%. Also
included is approximately $5.6 million relative to leases of
computer and office equipment, various terminals
financed by Industrial Revenue Bond Issues, and Treadco
delivery and service trucks, with a weighted average
interest rate of approximately 7.0%. The net book value of
the related assets was approximately $10.8 million at
December 31, 1998.

Annual maturities on long-term debt, excluding capitalized
lease obligations (see Note K), in 1999 through 2003
aggregate approximately $1.2 million; $1.3 million; $4.8
million; $2.6 million; and $122.1 million, respectively.

Interest paid, net of interest capitalized, was $18.6 million in
1998, $24.6 million in 1997, and $32.2 million in 1996.
Interest capitalized totaled $48,000 in 1998 and $.5 million in
1996. No interest was capitalized during 1997.

The Company is a party to an interest rate cap arrangement to
reduce the impact of increases in interest rates on its variable-
rate long-term debt. The Company will be reimbursed for the
difference in interest rates if the LIBOR rate exceeds a fixed
rate of 9% applied to notional amounts, as defined in the
contract, ranging from $10.0 million as of December 31, 1998
to $2.5 million as of October 1999. As of December 31,
1998, 1997 and 1996, the LIBOR rates were 5.1%, 5.8% and
5.5%, respectively; therefore, no amounts were due to the
Company under this arrangement. In the event that amounts
are due under this agreement in the future, the payments to
be received would be recognized as a reduction of interest
expense (the accrual accounting method). Fees totaling $.4
million were paid in 1994 to enter into this arrangement.
These fees are included in other assets and are being
amortized to interest expense over the life of the contract.

In February 1998, the Company entered into an interest rate
swap effective April 1, 1998, on a notional amount of $110
million. The purpose of the swap was to limit the Company�s
exposure to increases in interest rates on $110 million of bank
borrowings over the seven-year term of the swap. The fixed
interest rate under the swap is 5.845% plus the Credit
Agreement margin (currently .625%) (see Note O).
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Note I - Accrued Expenses

Note J - Shareholders� Equity

Preferred Stock. In February 1993, the Company completed
a public offering of 1,495,000 shares of Preferred Stock at
$50 per share. The Preferred Stock is convertible at the
option of the holder into Common Stock at the rate of
2.5397 shares of Common Stock for each share of Preferred
Stock. Annual dividends are $2.875 and are cumulative. The
Preferred Stock is exchangeable, in whole or in part, at the
option of the Company on any dividend payment date
beginning February 15, 1995, for the Company�s 53/4%
Convertible Subordinated Debentures due February 15,
2018, at a rate of $50 principal amount of debentures for each
share of Preferred Stock. The Preferred Stock is redeemable at
any time, in whole or in part, at the Company�s option,
initially at a redemption price of $52.0125 per share and
thereafter at redemption prices declining to $50 per share on
or after February 15, 2003, plus unpaid dividends to the
redemption date. Holders of Preferred Stock have no voting
rights unless dividends are in arrears six quarters or more, at
which time they have the right to elect two directors of the
Company until all dividends have been paid. Dividends of
$4.3 million were paid during 1998, 1997 and 1996.

Stock Options. The Company has elected to follow APB 25
and related Interpretations in accounting for its employee
stock options because, as discussed below, the alternative fair
value accounting provided for under FASB Statement 
No. 123, Accounting for Stock-Based Compensation
(�Statement 123�), requires use of option valuation models
that were not developed for use in valuing employee stock
options. Under APB 25, because the exercise price of the
Company�s employee stock options equals the market price of
the underlying stock on the date of grant, no compensation
expense is recognized.

The Company has a stock option plan which provides
2,000,000 shares of Common Stock for the granting of
options to directors and key employees of the Company. All
options granted are exercisable starting 12 months after the
grant date, with 20% of the shares covered thereby becoming
exercisable at that time and with an additional 20% of the
option shares becoming exercisable on each successive
anniversary date, with full vesting occurring on the fifth
anniversary date. The options were granted for a term of 
10 years. 

Pro forma information regarding net income and earnings per
share is required by Statement 123, and has been determined
as if the Company had accounted for its employee stock
options under the fair value method of that Statement. The
fair value for these options was estimated at the date of grant,
using a Black-Scholes option pricing model with the
following weighted-average assumptions for 1998, 1997 and
1996, respectively: risk-free interest rates of 4.8%, 6.7% and
5.8%; dividend yields of .01%, .01% and .01%; volatility factors
of the expected market price of the Company�s Common
Stock of .47, .45 and .41; and a weighted-average expected
life of the option of 9.5 years.

The Black-Scholes option valuation model was developed for
use in estimating the fair value of traded options which have
no vesting restrictions and are fully transferable. In addition,
option valuation models require the input of highly subjective
assumptions including the expected stock price volatility.
Because the Company�s employee stock options have
characteristics significantly different from those of traded
options, and because changes in the subjective input
assumptions can materially affect the fair value estimate, in
management�s opinion, the existing models do not
necessarily provide a reliable single measure of the fair value
of employee stock options.

December 31
1998 1997

($ thousands)

Accrued salaries, wages and incentive plans  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,494 $ 19,726
Accrued vacation pay  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,627 31,241
Accrued interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,413 2,568
Taxes other than income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,002 8,017
Loss, injury, damage and workers� compensation claims reserves . . . . . . . . . . . . 72,184 83,272
Pension costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 502
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,441 12,296

$ 146,161 $ 157,622
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Shareholders� Rights Plan. Each issued and outstanding
share of Common Stock has associated with it one
Common Stock right to purchase a share of Common
Stock from the Company at a price of $60.00. The rights
are not exercisable, but could become exercisable if certain
events occur relating to the acquisition of 15% or more of

the outstanding Common Stock of the Company. Upon
distribution, the rights will entitle holders, other than an
acquirer in a non-permitted transaction, to receive
Common Stock with a market value of two times the
exercise price of the right. The rights will expire in 2002
unless extended.

For purposes of pro forma disclosures, the estimated fair value of the options is amortized to expense over the options�
vesting period. The Company�s pro forma information follows (in thousands except for earnings per share information):

December 31
1998 1997 1996

Net income (loss) - as reported  . . . . . . . . . . . . . . . . . . . . . . $ 28,675 $ 15,347 $ (36,603)
Net income (loss) - pro forma . . . . . . . . . . . . . . . . . . . . . . . $ 27,809 $ 14,693 $ (37,379)
Net income (loss) per share - as reported (basic)  . . . . . . . . . . $ 1.24 $ .56 $ (2.10)
Net income (loss) per share - as reported (diluted)  . . . . . . . . . $ 1.21 $ .56 $ (2.10)
Net income (loss) per share - pro forma (basic)  . . . . . . . . . . . $ 1.20 $ .53 $ (2.14)
Net income (loss) per share - pro forma (diluted) . . . . . . . . . . $ 1.17 $ .52 $ (2.14)

A summary of the Company�s stock option activity and related information for the years ended December 31 follows:

1998 1997 1996
Weighted- Weighted- Weighted-
Average Average Average

Options Exercise Price Options Exercise Price Options Exercise Price

Outstanding - beginning of year 1,839,480 $ 8.01 1,790,200 $ 8.21 688,700 $ 11.05
Granted  . . . . . . . . . . . . . . . . 37,500 10.57 312,000 5.44 1,101,500 6.44
Exercised . . . . . . . . . . . . . . . . (14,000) 6.38 (91,740) 6.38 � �
Forfeited  . . . . . . . . . . . . . . . . (23,480) 6.38 (170,980) 6.38 � �
Outstanding - end of year  . . . . 1,839,500 $ 8.11 1,839,480 $ 8.01 1,790,200 $ 8.21

Exercisable - end of year  . . . . . 1,025,320 $ 9.28 781,776 $ 9.99 476,280 $ 10.92

Estimated weighted-average
fair value per share of options
granted to employees
during the year  . . . . . . . . . . $ 6.68 $ 3.65 $ 3.87

The following table summarizes information concerning currently outstanding and exercisable options:

Weighted-
Average Weighted- Weighted-

Remaining Average Average
Range of Number Contractual Exercise Number Exercise

Exercise Prices Outstanding Life Price Exercisable Price

$4 - $6 288,000 8.2 $ 5.08 57,600 $ 5.08
$6 - $8 787,400 7.1 6.41 314,960 6.41
$8 - $10 92,500 6.0 9.14 61,200 9.32

$10 - $12 561,900 4.0 10.97 514,800 10.99
$12 - $14 109,700 5.6 12.64 76,760 12.65

1,839,500 1,025,320
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Note K - Leases and Commitments

The future minimum rental commitments, net of future minimum rentals to be received under noncancellable subleases, as
of December 31, 1998 for all noncancellable operating leases are as follows:

Terminals Equipment
and Retread and

Period Total Plants Other

($ thousands)

1999  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18,638 $ 10,885 $ 7,753
2000  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,697 8,810 3,887
2001  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,917 7,400 1,517
2002  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,235 6,094 1,141
2003  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,344 4,117 227
Thereafter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,077 6,047 30

$ 57,908 $ 43,353 $ 14,555

Certain of the leases are renewable for substantially the same rentals for varying periods. Future minimum rentals to be
received under noncancellable subleases totaled approximately $4.0 million at December 31, 1998.

The future minimum payments under capitalized leases at December 31, 1998, consisted of the following ($ thousands):

1999  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,213
2000  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,801
2001  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,858
2002  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,551
2003  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235
Thereafter  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,668
Total minimum lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,326
Amounts representing interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,347
Present value of net minimum lease

included in long-term debt - Note H . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50,979

Assets held under capitalized leases are included in property, plant and equipment as follows:

December 31
1998 1997

($ thousands)

Revenue equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 75,689 $ 64,446
Structures and other equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,952 17,162

89,641 81,608
Less accumulated amortization  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,030 31,362

$ 56,611 $ 50,246

Rental expense amounted to approximately $134.4 million in
1998, $122.5 million in 1997 and $114.6 million in 1996.

Those amounts included purchased transportation and
amounts for month-to-month rentals of revenue equipment.

The revenue equipment leases have remaining terms from
one to seven years and contain renewal or fixed price
purchase options. The lease agreements require the lessee
to pay property taxes, maintenance and operating expenses.
Lease amortization is included in depreciation expense.

Capital lease obligations of $25.6 million, $2.6 million and
$6.5 million were incurred for the years ended
December 31, 1998, 1997 and 1996, respectively.
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Various legal actions, the majority of which arise in the
normal course of business, are pending. None of these legal
actions is expected to have a material adverse effect on the
Company�s financial condition, cash flows or results of
operations. The Company maintains liability insurance against
risks arising out of the normal course of its business, subject
to certain self-insured retention limits.

The Company�s subsidiaries store some fuel for their tractors
and trucks in approximately 91 underground tanks located in
26 states. Maintenance of such tanks is regulated at the
federal and, in some cases, state levels. The Company believes
that it is in substantial compliance with all such regulations.
The Company is not aware of any leaks from such tanks that
could reasonably be expected to have a material adverse effect
on the Company. Environmental regulations were adopted by
the United States Environmental Protection Agency (�EPA�)
that required the Company to upgrade its underground tank
systems by December 1998. The Company successfully
completed the upgrades prior to the deadline set by the EPA.

The Company has received notices from the EPA and others
that it has been identified as a potentially responsible party
(�PRP�) under the Comprehensive Environmental Response
Compensation and Liability Act or other federal or state
environmental statutes at several hazardous waste sites. After
investigating the Company�s or its subsidiaries� involvement
in waste disposal or waste generation at such sites, the
Company has either agreed to de minimis settlements
(aggregating approximately $250,000 over the last five years),
or believes its obligations with respect to such sites would
involve immaterial monetary liability, although there can be
no assurances in this regard. 

As of December 31, 1998, the Company has accrued
approximately $3.6 million to provide for environmental-
related liabilities. The Company�s environmental accrual is
based on management�s best estimate of the actual liability.
The Company�s estimate is founded on management�s
experience in dealing with similar environmental matters and

on actual testing performed at some sites. Management
believes that the accrual is adequate to cover environmental
liabilities based on the present environmental regulations.
Accruals for environmental liabilities are included in the
balance sheet as accrued expenses.

On October 30, 1995, Treadco filed a lawsuit in Arkansas
State Court, alleging that Bandag Incorporated (�Bandag�)
and certain of its officers and employees had violated
Arkansas statutory and common law in attempting to solicit
Treadco�s employees to work for Bandag or its competing
franchisees and attempting to divert customers from Treadco.
At Treadco�s request, the Court entered a Temporary
Restraining Order barring Bandag, Treadco�s former officers
J.J. Seiter, Ronald W. Toothaker, and Ronald W. Hawks and
Bandag officers Martin G. Carver and William Sweatman
from soliciting or hiring Treadco�s employees to work for
Bandag or any of its franchisees, from diverting or soliciting
Treadco�s customers to buy from Bandag franchisees other
than Treadco, and from disclosing or using any of Treadco�s
confidential information. On November 8, 1995, Bandag and
the other named defendants asked the State Court to stop its
proceedings, pending a decision by the United States District
Court, Western District of Arkansas, on a Complaint to
Compel Arbitration filed by Bandag in the Federal District
Court on November 8, 1995. The Federal District Court
ruled that under terms of Treadco�s franchise agreements
with Bandag, all of the issues involved in Treadco�s lawsuit
against Bandag were to be decided by arbitration. The arbi-
tration hearing began September 21, 1998, and in December
1998, prior to the completion of the arbitration, Treadco
entered into a settlement with Bandag, and certain of
Bandag�s current and former employees. Under the settle-
ment terms, Treadco received a one-time payment of
$9,995,000 in settlement of all the Company�s claims. The
settlement resulted in other income for Treadco of
$9,124,000. The settlement payment was used to reduce
Treadco�s outstanding borrowings under its Revolving Credit
Agreement.

Note M - Pension and Other Postretirement Benefit Plans

Note L - Legal Proceedings and Environmental Matters and Other Events

The Company and its subsidiaries have noncontributory
defined benefit pension plans covering substantially all
noncontractual employees. Benefits are based on years of
service and employee compensation. Contributions are made
based upon at least the minimum amounts required to be
funded under provisions of the Employee Retirement Income
Security Act of 1974, with the maximum amounts not to
exceed the maximum amount deductible under the Internal
Revenue Code. The plans� assets are held in bank-
administered trust funds and are primarily invested in equity
and government securities. Additionally, the Company
participates in several multiemployer plans, which provide

defined benefits to the Company�s union employees. In the
event of insolvency or reorganization, plan terminations or
withdrawal by the Company from the multiemployer plans,
the Company may be liable for a portion of the plan�s
unfunded vested benefits, the amount of which, if any, has
not been determined, but which would be material.

The Company also sponsors other postretirement benefit
plans that provide supplemental medical benefits, life
insurance and accident and vision care to full-time officers of
the Company. The plans are noncontributory, with the
Company paying up to 80% of covered charges incurred by
participants of the plan.
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The following is a summary of the changes in benefit obligations and plan assets for the defined benefit plans and other
postretirement benefit plans:

Year Ended December 31
Pension Benefits Other Benefits

1998 1997 1998 1997

($ thousands)

Change in benefit obligation
Benefit obligation at beginning of year  . . . . . . . . . $ 155,638 $ 146,073 $ 6,534 $ 5,533
Service cost  . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,953 7,761 65 93
Interest cost  . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,409 10,483 377 411
Amendments  . . . . . . . . . . . . . . . . . . . . . . . . . . (642) � � �
Actuarial (gain) loss and other  . . . . . . . . . . . . . . . 16,037 1,117 (787) 1,040
Benefits and expenses paid  . . . . . . . . . . . . . . . . . (9,514) (9,796) (559) (542)
Benefit obligation at end of year  . . . . . . . . . . . . . 180,881 155,638 5,630 6,535

Change in plan assets
Fair value of plan assets at beginning of year  . . . . . 175,003 158,492 � �
Actual return on plan assets . . . . . . . . . . . . . . . . . 32,354 23,853 � �
Employer contribution  . . . . . . . . . . . . . . . . . . . . 1,139 2,454 559 542
Benefits and expenses paid  . . . . . . . . . . . . . . . . . (9,514) (9,796) (559) (542)
Fair value of plan assets at end of year . . . . . . . . . . 198,982 175,003 � �

Funded status  . . . . . . . . . . . . . . . . . . . . . . . . . . 18,101 19,365 (5,630) (6,535)
Unrecognized net actuarial (gain) loss . . . . . . . . . . (1,056) 389 255 1,023
Unrecognized prior service cost  . . . . . . . . . . . . . . 1,067 1,181 819 951
Unrecognized net transition obligation (asset)  . . . . (53) (57) 1,884 2,018
Prepaid (accrued) benefit cost  . . . . . . . . . . . . . . . $ 18,059 $ 20,878 $ (2,672) $ (2,543)

Assumptions used in determining net periodic benefit cost for the defined benefit plans and other postretirement benefit
plans were:

Year Ended December 31
Pension Benefits Other Benefits

1998 1997 1996 1998 1997 1996

Weighted-average assumptions 
Discount rate  . . . . . . . . . . . . . . . . . . . 6.9% 7.0% 7.1% 6.9% 7.0% 7.5%
Expected return on plan assets  . . . . . . . . 10.0% 9.4% - 10.0% 8.0% - 9.0% � � �
Rate of compensation increase  . . . . . . . . 3.0% - 4.0% 3.0% - 4.0% 3.0% � � �

On December 31, 1998, the net pension asset is reflected
in the accompanying financial statements as a noncurrent
asset of $18.1 million included in other assets. On
December 31, 1997, the net pension asset is reflected in the
accompanying financial statements as an accrued liability of
$.5 million and a noncurrent asset of $21.3 million
included in other assets.

At December 31, 1998 and 1997, G.I. Trucking�s Freight
Handler�s Retirement Plan had pension benefit obligations
of $29.0 million and $25.1 million, respectively, and plan
assets with a fair value of $27.5 million and $23.2 million,
respectively. 

At December 31, 1997, Treadco�s defined benefit pension
plan had pension benefit obligations of $3.7 million and
plan assets with a fair value of $3.6 million.

The weighted-average annual assumed rate of increase in
the per capita cost of covered benefits (in health care cost

trend) is 9% for 1999 and 1998 and is assumed to decrease
gradually to 5% in 2002 and later.
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The Company has deferred compensation agreements with
certain executives for which liabilities aggregating $2.2
million and $2.0 million as of December 31, 1998 and 1997,
respectively, have been recorded.

The Company also has a supplemental benefit plan for the
purpose of supplementing benefits under the Company�s
retirement plans. The plan will pay sums in addition to
amounts payable under the retirement plans to eligible
participants. Participation in the plan is limited to employees
of the Company who are participants in the Company�s
retirement plans and who are also either participants in the
Company�s executive incentive plans or are designated as
participants in the plan by the Company�s Board of Directors.
As of December 31, 1998 and 1997, the Company has
liabilities of $2.5 million and $2.6 million, respectively, for
future costs under this plan reflected in the accompanying
consolidated financial statements in other liabilities.

An additional benefit plan provides certain death and
retirement benefits for certain officers and directors of
WorldWay and its former subsidiaries. The Company has
liabilities of $6.0 million and $6.3 million at December 31,
1998 and 1997, respectively, for future costs under this plan
reflected as other liabilities in the accompanying consolidated
financial statements. The Company has insurance policies on
the participants in amounts which are sufficient to fund a
substantial portion of the benefits under the plan.

The Company has various defined contribution plans which
cover substantially all of its employees. The plans permit
participants to defer a portion of their salary up to a
maximum, ranging by plan from 8% to 15% as provided in

Section 401(k) of the Internal Revenue Code. The Company
matches the participant contributions up to a specified limit
ranging from 3% to 6% in 1998. The matching contributions
may be made in cash or Company stock. The plans also allow
for discretionary Company contributions determined
annually. The Company�s expense for the defined
contribution plans totaled $1.8 million for 1998, $1.3 million
for 1997 and $1.4 million for 1996.

In addition, the Company�s union employees and union
retirees are provided health care and other benefits through
defined benefit multiemployer plans administered and funded
based on the applicable labor agreement. The Company�s
obligation is determined based on the applicable labor
agreement and does not extend directly to employees or
retirees. The cost of such benefits cannot be readily separated
between retirees and active employees. The aggregate
contribution to the multiemployer health and welfare benefit
plans totaled approximately $66.0 million, $67.0 million and
$72.4 million for the years ended December 31, 1998, 1997,
and 1996, respectively.

In 1995, the Company adopted a performance award
program available to the officers of ABC. Units awarded will
be initially valued at the closing price per share of the
Company�s common stock on the date awarded. The vesting
provisions and the return on equity target will be set upon
award. No awards have been granted under this program.
Treadco has a similar performance award plan which, during
1995, 30,000 and 15,000 units were granted to Treadco�s
President and Executive Vice President, respectively. During
1998, Treadco awarded 855 and 428 units to its President
and Executive Vice President, respectively.

A summary of the components of net periodic benefit cost for the defined benefit plans and other postretirement plans
follows:

Year Ended December 31
Pension Benefits Other Benefits

1998 1997 1996 1998 1997 1996

($ thousands)
Components of net periodic benefit cost
Service cost  . . . . . . . . . . . . . . . . . . . . . . $ 7,953 $ 7,761 $ 8,025 $ 65 $ 93 $ 68
Interest cost  . . . . . . . . . . . . . . . . . . . . . 11,409 10,483 11,028 377 411 321
Expected return on plan assets  . . . . . . . . . (16,842) (14,645) (17,324) � � �
Transition (asset) obligation recognition . . . (4) (4) (4) 135 135 135
Amortization of prior service cost  . . . . . . . 74 100 100 131 131 �
Recognized net actuarial loss (gain) . . . . . . 1,369 918 4,669 (19) (70) (35)
Net periodic benefit cost  . . . . . . . . . . . . . 3,959 4,613 6,494 689 700 489
Multiemployer plans  . . . . . . . . . . . . . . . . 66,355 65,237 60,930 � � �

$ 70,314 $ 69,850 $ 67,424 $ 689 $ 700 $ 489

The health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage-
point change in assumed health care cost trend rates would have the following effects for the year ended December 31, 1998:

1% 1%
Increase Decrease

($ thousands)
Effect on total of service and interest cost components . . . . . . . . . . . . . . . . . . . . . . . 63 (51)
Effect on postretirement benefit obligation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 742 (612)
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Note N - Operating Segment Data

The Company used the �management approach� to
determine its reportable operating segments as well as to
determine the basis of reporting the operating segment
information. The management approach focuses on financial
information that the Company�s decision makers use to make
decisions about operating matters. Management uses oper-
ating revenues, operating expense categories, operating
ratios, operating income and key operating statistics to eval-
uate performance and allocate resources to the Company�s
operating segments. 

During the periods being reported on, the Company
operated in six defined reportable operating segments: 
1) ABF; 2) G. I. Trucking; 3) Cardinal, (which was sold in
July 1997); 4) Clipper Domestic; 5) Clipper International;
and 6) Treadco. A discussion of the services from which each
reportable segment derives its revenues is as follows:

ABF is headquartered in Fort Smith, Arkansas and is the
fourth largest less-than-truckload (�LTL�) motor carrier in
the United States based on 1998 revenues as reported to the
U.S. Department of Transportation (�D.O.T.�). ABF
provides direct service to over 98.7% of the cities in the
United States having a population of 25,000 or more. ABF
concentrates on long-haul transportation of general
commodities freight, involving primarily LTL shipments. 

G.I. Trucking is headquartered in La Mirada, California. G.I.
Trucking is one of the five largest western states-based non-
union regional LTL motor carriers. G.I. Trucking offers 
one- to three-day regional service through service centers 
and agents in the Western and Southwestern regions. G.I.
provides transcontinental service through a partnership with
three other regional carriers through three major hub
terminals located throughout the Midwest and East Coast.

Cardinal, a truckload carrier serving primarily the Southeast
and East, was sold by the Company in July 1997.

Clipper Domestic is headquartered in Lemont, Illinois.
Clipper Domestic offers domestic intermodal freight services,
utilizing a variety of transportation modes including rail, over-
the-road and air.

Clipper International is headquartered in Lemont, Illinois as
well. Clipper International provides international ocean
freight services as a non-vessel operating common carrier.

Treadco is headquartered in Fort Smith, Arkansas. Treadco is
the nation�s largest independent tire retreader for the
trucking industry and the fourth largest commercial truck tire
dealer. Treadco operates in locations across the Southern,
Southwestern, Midwestern and Western regions of the
United States. 

The Company�s other business activities and operating
segments that are not reportable include FleetNet America,
Inc., a third-party, vehicle maintenance company; Arkansas
Best Corporation, the parent holding company; and
Transport Realty, Inc., a real estate subsidiary of the
Company, as well as other subsidiaries.

The Company eliminates intercompany transactions in
consolidation. However, the information used by the Com-
pany�s management with respect to its reportable segments is
before intersegment eliminations of revenues and expenses.
Intersegment revenues and expenses are not significant.  

Further classifications of operations or revenues by
geographic location beyond the descriptions provided above
is impractical, and is, therefore, not provided. The Com-
pany�s foreign operations are not significant.

The following tables reflect reportable operating segment information for the Company as well as a reconciliation of
reportable segment information to the Company�s consolidated operating revenues, operating expenses and operating
income. The Company has restated its 1997 and 1996 reportable segment presentation to conform to the current year�s
segment presentation. 

Year Ended December 31
1998 1997 1996

($ thousands)
Operating Revenues

ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $1,175,213 $1,154,252 $ 1,121,867
G.I. Trucking Company . . . . . . . . . . . . . . . . . . . . . . . . . 124,547 100,015 78,420
Cardinal Freight Carriers, Inc. . . . . . . . . . . . . . . . . . . . . . � 39,366 74,623
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 122,528 138,811 133,375
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,049 50,460 53,943
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181,293 161,276 144,154
Other revenues and eliminations  . . . . . . . . . . . . . . . . . . . 3,823 (502) (2,047)

Total consolidated operating revenues . . . . . . . . . . . . . . $1,651,453 $1,643,678 $1,604,335
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Year Ended December 31
1998 1997 1996

($ thousands)
Operating Expenses and Costs
ABF Freight System, Inc.

Salaries and wages  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 781,730 $ 770,248 $ 789,860
Supplies and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . 126,340 129,685 135,856
Operating taxes and licenses  . . . . . . . . . . . . . . . . . . . . . . 37,010 39,320 44,416
Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,889 20,370 25,400
Communications and utilities  . . . . . . . . . . . . . . . . . . . . . 14,258 14,457 16,640
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . 25,967 24,766 33,169
Rents and purchased transportation  . . . . . . . . . . . . . . . . . 98,206 89,987 77,669
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,318 5,095 9,375
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . (2,114) (2,253) (1,462)

1,107,604 1,091,675 1,130,923

G.I. Trucking Company
Salaries and wages  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,847 48,180 41,954
Supplies and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . 10,643 9,480 8,743
Operating taxes and licenses  . . . . . . . . . . . . . . . . . . . . . . 2,574 2,007 2,143
Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,970 3,842 2,989
Communications and utilities  . . . . . . . . . . . . . . . . . . . . . 1,672 1,330 1,393
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . 3,157 3,131 4,031
Rents and purchased transportation  . . . . . . . . . . . . . . . . . 39,094 28,955 22,351
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,025 2,509 2,204
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . (66) (25) (6)

122,916 99,409 85,802

Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 37,279 70,262

Clipper Domestic
Cost of services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107,386 118,859 114,892
Selling, administrative and general  . . . . . . . . . . . . . . . . . . 16,280 16,318 14,987
(Gain) on sale of revenue equipment  . . . . . . . . . . . . . . . . (64) � (21)

123,602 135,177 129,858

Clipper International
Cost of services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,804 40,399 43,601
Selling, administrative and general  . . . . . . . . . . . . . . . . . . 11,756 11,585 12,682

47,560 51,984 56,283

Treadco, Inc.
Cost of services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127,933 119,232 111,636
Selling, administrative and general  . . . . . . . . . . . . . . . . . . 50,868 44,553 37,701

178,801 163,785 149,337

Other expenses and eliminations  . . . . . . . . . . . . . . . . . . . . . 4,560 1,461 (122)

Total consolidated operating expenses and costs  . . . . . . . . . . $1,585,043 $1,580,770 $1,622,343

Operating Income (Loss)
ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $ 67,609 $ 62,577 $ (9,056)
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 1,631 606 (7,382)
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 2,087 4,361
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,074) 3,634 3,517
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,511) (1,524) (2,340)
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,492 (2,509) (5,183)
Other and eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . (737) (1,963) (1,925)

Total consolidated operating income (loss)  . . . . . . . . . . . $ 66,410 $ 62,908 $ (18,008)
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The following tables provide asset, capital expenditure and depreciation and amortization information by reportable
operating segment:

Year Ended December 31
1998 1997 1996

($ thousands)
Identifiable Assets

ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $ 406,430 $ 381,049 $ 418,688
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 39,859 28,240 31,381
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � � 28,444
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,407 61,350 56,273
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,360 10,038 6,750
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107,370 100,458 105,416
Other and eliminations  . . . . . . . . . . . . . . . . . . . . . . . . . 103,178 117,204 181,229

Total consolidated assets . . . . . . . . . . . . . . . . . . . . . . . $ 710,604 $ 698,339 $ 828,181

Capital Expenditures
ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $ 58,364 $ 6,761 $ 12,575
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 11,730 309 466
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 652 838
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,805 128 148
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . 79 58 213
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,205 4,334 22,986
Other and eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . 2,263 1,893 4,373

Total consolidated capital expenditures  . . . . . . . . . . . . . $ 86,446 $ 14,135 $ 41,599

Depreciation and Amortization Expense
ABF Freight System, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . $ 27,214 $ 26,185 $ 34,903
G.I. Trucking Company  . . . . . . . . . . . . . . . . . . . . . . . . . 3,260 3,187 4,077
Cardinal Freight Carriers, Inc.  . . . . . . . . . . . . . . . . . . . . . � 1,899 3,574
Clipper Domestic  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,408 1,872 1,650
Clipper International  . . . . . . . . . . . . . . . . . . . . . . . . . . . 137 282 318
Treadco, Inc.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,902 6,334 5,113
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,688 13,325 15,103

Total consolidated depreciation and amortization  . . . . . . $ 47,609 $ 53,084 $ 64,738
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The carrying amounts and fair value of the Company�s financial instruments at December 31 are as follows:

Fair Value of Financial Instruments

The following methods and assumptions were used by the
Company in estimating its fair value disclosures for financial
instruments, for all financial instruments except for the
interest rate swap agreement disclosed above:

Cash and Cash Equivalents. The carrying amount reported
in the balance sheet for cash and cash equivalents
approximates its fair value.

Long- and Short-Term Debt. The carrying amounts of the
Company�s borrowings under its revolving credit agreements
approximate their fair values, since the interest rate under
these agreements is variable. Also, the carrying amount of
long-term debt was estimated to approximate their fair values,
with the exception of the WorldWay Subordinated
Debentures, Treadco equipment debt and the corporate
facility credit agreement (repaid in 1998) which are estimated
using current market rates.

Interest Rate Instruments

In February 1998, the Company entered into an interest rate
swap effective April 1, 1998. The swap agreement is a
contract to exchange floating interest rate payments for fixed
rate payments over the life of the instrument. The notional
amount is used to measure interest to be paid or received and
does not represent the exposure to credit loss. The purpose

of the swap is to limit the Company�s exposure to increases
in interest rates on the notional amount of bank borrowings
over the term of the swap.  The fixed interest rate under the
swap is 5.845% plus the Credit Agreement margin (currently
.625%). This instrument is not recorded on the balance 
sheet of the Company. Details regarding the swap, as of 
December 31, 1998, are as follows:

Note O - Financial Instruments

1998 1997
Carrying Fair Carrying Fair
Amount Value Amount Value

($ thousands)

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . $ 4,543 $ 4,543 $ 7,203 $ 7,203
Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,233 $ 1,182 $ 3,431 $ 2,794
Long-term debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 161,371 $ 157,337 $ 173,847 $ 165,889

Notional Amount Maturity Rate Paid Rate Received Fair Value (2)

$110.0 million April 1, 2005 5.845% Plus Credit Agreement LIBOR rate (1) $(3.8) million
Margin (currently .625%) Plus Credit Agreement

Margin (currently .625%)

(1) LIBOR rate is determined two London Banking Days prior to the first day of every month, and continues up to and including the maturity date.

(2) The fair value is an estimated amount the Company would have paid at December 31, 1998, to terminate the agreement.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Continued

Arkansas Best Corporation42

Note P - Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share:

1998 1997 1996

($ thousands, except per share data)
Numerator:

Numerator for basic earnings per share � 
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . $ 28,675 $ 15,347 $ (36,603)
Preferred stock dividends  . . . . . . . . . . . . . . . . . . (4,298) (4,298) (4,298)

Numerator for basic earnings per share � 
net income (loss) available to 
common shareholders  . . . . . . . . . . . . . . . . . . . . . 24,377 11,049 (40,901)

Effect of dilutive securities  . . . . . . . . . . . . . . . . . . . 4,298 � �

Numerator for diluted earnings per share � 
net income (loss) available to 
common shareholders  . . . . . . . . . . . . . . . . . . . . . $ 28,675 $ 11,049 $ (40,901)

Denominator:
Denominator for basic earnings per

share � weighted-average shares . . . . . . . . . . . . . . . 19,608,963 19,540,118 19,510,589

Effect of dilutive securities:
Employee stock options  . . . . . . . . . . . . . . . . . . . . 287,107 260,849 �
Preferred stock  . . . . . . . . . . . . . . . . . . . . . . . . . . 3,796,852 � �

Denominator for diluted earnings per
share � adjusted weighted-average

shares and assumed conversions  . . . . . . . . . . . . . . 23,692,922 19,800,967 19,510,589

NET INCOME (LOSS) PER COMMON SHARE 
Basic:

Continuing operations  . . . . . . . . . . . . . . . . . . . . . . $ 1.24 $ 0.85 $ (1.98)
Discontinued operations  . . . . . . . . . . . . . . . . . . . . . � (0.29) (0.12)

NET INCOME (LOSS) PER SHARE  . . . . . . . . . . . . $ 1.24 $ 0.56 $ (2.10)

AVERAGE COMMON SHARES
OUTSTANDING (BASIC)  . . . . . . . . . . . . . . . . . . 19,608,963 19,540,118 19,510,589

Diluted:
Continuing operations  . . . . . . . . . . . . . . . . . . . . . . $ 1.21 $ 0.84 $ (1.98)
Discontinued operations  . . . . . . . . . . . . . . . . . . . . . � (0.28) (0.12)

NET INCOME (LOSS) PER SHARE  . . . . . . . . . . . . $ 1.21 $ 0.56 $ (2.10)

AVERAGE COMMON SHARES
OUTSTANDING (DILUTED): . . . . . . . . . . . . . . . 23,692,922 19,800,967 19,510,589

CASH DIVIDENDS PAID PER COMMON SHARE $ � $ � $ .01
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Note Q - Quarterly Results of Operations (Unaudited)

The tables below present unaudited quarterly financial information for 1998 and 1997:

1998
Three Months Ended

March 31 June 30 September 30 December 31

($ thousands, except per share data)

Operating revenues . . . . . . . . . . . . . . . . . . . . . $ 387,907 $ 416,858 $ 431,525 $ 415,163
Operating expenses and costs  . . . . . . . . . . . . . . 376,671 398,182 412,070 398,120
Operating income  . . . . . . . . . . . . . . . . . . . . . 11,236 18,676 19,455 17,043
Other income (expense) - net  . . . . . . . . . . . . . (4,998) (6,238) (5,738) 1,144
Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . 2,620 5,037 5,624 8,624
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,618 $ 7,401 $ 8,093 $ 9,563

Earnings per common share, basic: (1) . . . . . . . . $ .13 $ .32 $ .36 $ .43
Average shares outstanding  . . . . . . . . . . . . . . . 19,605,213 19,610,213 19,610,213 19,610,213

Earnings per common share, diluted: (2)  . . . . . . $ .13 $ .31 $ .34 $ .41
Average shares outstanding  . . . . . . . . . . . . . . . 20,075,081 23,850,481 23,606,484 23,440,637

1997
Three Months Ended

March 31 June 30 September 30 December 31

($ thousands, except per share data)

Operating revenues . . . . . . . . . . . . . . . . . . . . . $ 394,613 $ 423,680 $ 425,289 $ 400,096
Operating expenses and costs  . . . . . . . . . . . . . . 385,663 403,286 403,641 388,180
Operating income  . . . . . . . . . . . . . . . . . . . . . 8,950 20,394 21,648 11,916
Other expense - net  . . . . . . . . . . . . . . . . . . . . (8,514) (9,188) (991) (3,857)
Income taxes (credit)  . . . . . . . . . . . . . . . . . . . (144) 4,930 11,399 3,204
Income from continuing operations  . . . . . . . . . 580 6,276 9,258 4,855
Loss from discontinued operations  . . . . . . . . . . (898) (1,268) (3,456) �
Net income (loss)  . . . . . . . . . . . . . . . . . . . . . $ (318) $ 5,008 $ 5,802 $ 4,855

Earnings (loss) per common share, basic: (1)
Continuing operations  . . . . . . . . . . . . . . . . $ (.03) $ .27 $ .42 $ .19
Discontinued operations  . . . . . . . . . . . . . . . (.04) (.07) (.18) �

Net income per share  . . . . . . . . . . . . . . . . . . . $ (.07) $ .20 $ .24 $ .19
Average shares outstanding  . . . . . . . . . . . . . . . 19,504,473 19,504,473 19,556,633 19,594,880

Earnings (loss) per common share, diluted: (2)
Continuing operations  . . . . . . . . . . . . . . . . $ (.03) $ .26 $ .39 $ .19
Discontinued operations  . . . . . . . . . . . . . . . (.04) (.06) (.15) �

Net income per share  . . . . . . . . . . . . . . . . . . . $ (.07) $ .20 $ .24 $ .19
Average shares outstanding  . . . . . . . . . . . . . . . 19,506,821 19,570,220 23,824,477 20,099,304

(1) Gives consideration to preferred stock dividends of $1.1 million per quarter.

(2) In the first quarter of 1998 and in the first, second and fourth quarters of 1997, consideration is given to preferred stock dividends
of $1.1 million per quarter. In the second, third and fourth quarters of 1998 and in the third quarter of 1997, conversion of preferred
shares into common is assumed.
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Arkansas Best Corporation44

On January 22, 1999, the Company submitted a formal
proposal to Treadco�s Board of Directors under which the
outstanding shares of Treadco�s common stock not owned
by the Company would be acquired for $9.00 per share in
cash. The proposal has the support of Shapiro Capital
Management Company, Inc., Treadco�s largest inde-
pendent stockholder, which beneficially owns 1,132,775
shares, or approximately 22% of the common stock of
Treadco.

Treadco�s Board will form a special committee of
independent directors to consider the Company�s proposal.
The proposal to acquire the remaining outstanding shares
of Treadco is subject to the approval of the Treadco
Board�s special committee and the negotiation of a
definitive agreement, which will include customary
conditions to closing.

Note R - Subsequent Events
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