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PARTI
Item 1. BUSINESS

We are a truckload carrier providing transportation of general commodities throughout the continental United States,
into and out of Mexico and into and out of portions of Canada. Generally, we transport full dry van trailer loads of
freight from origin to destination without intermediate stops or handling. To complement our General Freight
operations, we provide dedicated, brokerage and rail intermodal services. For shipments into Mexico, we transfer our
trailers to tractors operated by Mexican carriers at a facility in Laredo, Texas, which is operated by our wholly-owned
subsidiary. Through our asset based and non-asset based capabilities, we transport many types of freight for a diverse
customer base in industries such as industrial machinery and equipment, rubber and plastics, retail stores, paper
products, durable consumer goods, metals, electronics and chemicals.

Our business is classified into three operating and reportable segments: our Trucking operating segment consisting
primarily of our General Freight and Dedicated Freight service offerings; our Strategic Capacity Solutions (“SCS”)
operating segment consisting entirely of our freight brokerage service offering; and our rail Intermodal operating
segment. We previously included the results of our freight brokerage and Container-on-Flat-Car (“COFC”) portion of
our rail Intermodal service offering in our SCS operating segment. The Trailer-on-Flat-Car (“TOFC”) portion of our rail
Intermodal service offering was classified within our Trucking operating segment. We later combined COFC and
TOFC and reported them as Intermodal and brokerage was reported as SCS.

Our truckload freight services utilize equipment we own or equipment owned by independent contractors for the
pick-up and delivery of freight. Our General Freight service offering transports freight over irregular routes as a
short- to medium-haul common carrier. Our Dedicated Freight service offering provides similar transportation
services, but does so pursuant to agreements whereby we make our equipment available to a specific customer for
shipments over particular routes at specified times. Our rail Intermodal service offering provides our customers cost
savings alternatives to General Freight with a slightly slower transit speed, while allowing us to reposition our
equipment to maximize our freight network yield. At December 31, 2011, our Trucking fleet consisted of 2,257
in-service tractors and 6,239 in-service trailers and our average length-of-haul for 2011 was 532 miles.

Our SCS and Intermodal operating segments are intended to provide services which complement our Trucking
services, primarily to existing customers of our Trucking operating segment. A majority of the customers using our
SCS and Intermodal services are also customers of our Trucking operating segment. For the year ended December 31,
2011, our SCS and Intermodal operating segments represented approximately 16.3% and 5.5% respectively, of our
consolidated revenue.

Prior to January 1, 2011, we aggregated the financial data for our Trucking operating segment, SCS operating segment
and rail Intermodal operating segment into one segment for financial reporting purposes. During the first two quarters
of 2011, we segregated our business into three reportable segments: our Trucking operating segment consisting
primarily of our General Freight and Dedicated Freight service offerings, our SCS operating segment consisting
entirely of our freight brokerage service offering, and our rail Intermodal operating segment. During the third quarter
of 2011, we included the reporting of our rail intermodal operations with our reporting for Trucking
operations. However, for the year ended December 31, 2011, we determined that separate reporting of each segment
was the most representative of the nature of our operations. Accordingly, we again segregated our business into three
reportable segments: our Trucking operating segment consisting primarily of our General Freight and Dedicated
Freight service offerings, our SCS operating segment consisting entirely of our freight brokerage service offering, and
our rail Intermodal operating segment.

The discussion of our business in this Item 1 focuses primarily on Trucking, which is our dominant segment,
producing 78.2% of our total base revenue in 2011.
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We were incorporated in Delaware in September 1986 as a wholly-owned subsidiary of ABF Freight System, Inc. and
we were purchased by management in December 1988. The initial public offering of our common stock was
completed in March 1992.

Our principal offices are located at 3200 Industrial Park Road, Van Buren, Arkansas 72956, and our telephone number
is (479) 471-2500.
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This Annual Report on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K, and all other
reports filed with the Securities and Exchange Commission (“SEC”) pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”) can be obtained free of charge by visiting our website at
http://www.usa-truck.com. Information contained on our website is not incorporated into this Annual Report on Form
10-K, and you should not consider information contained on our website to be part of this report.

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

Background

In 2008, we concluded that in light of evolving business trends and customer requirements, our business strategy to
grow our tractor fleet in long-haul freight lanes needed to be refocused, so we began exploring a new strategic
direction. Our research indicated that return on capital and earnings growth are the drivers of stock performance, so
those became the primary objectives of our Vision for Economic Value Added (“VEVA”) strategic plan, which we
began implementing at that time. In addition, our research indicated that the truckload industry appeared to be in the
midst of a massive structural shift driven by globalization and characterized by a U.S. economy increasingly
dominated by retail and wholesale trade rather than manufacturing.

We are continuing to implement our VEV A plan, which is designed to give our customers and our stockholders what
they want in a business model. The VEVA plan is designed to earn returns in excess of our cost of capital followed
by consistent EBIT growth as we offer best-in-class service to our customers.

Today four out of every five truckloads of freight in North America move in a length-of-haul under 500 miles, driven
by retail distribution networks built for rapid inventory replenishment. So, success in the trucking industry will be to
those who adapt to a shorter length-of-haul simply because that is where the freight is. And, that is where our
customers need us to provide capacity. Industry pricing supports this finding as shorter lengths-of-haul pay more than
longer lengths-of-haul. That pricing gap has been exacerbated by intermodal competition, backhaul lanes besieged by
brokers and a flood of small carrier capacity displaced from regional lanes by the larger carriers.

Additionally, sophisticated shippers are increasingly doing business with fewer trucking companies that can each meet
more of their specific transportation needs. Accordingly, we also believe success in this industry will be gained by
those companies that can offer additional capacity options beyond their own trucks. As a result, we believe truckload
competitors are slowly evolving into two distinct groups:

1. The first group of competitors is developing service platforms to offer expanded and integrated transportation
solutions for an increasingly sophisticated customer base. This group will be critical partners with shippers,
earning them direct access to many more load tenders, which in turn will afford them the opportunity to match the
right freight for their assets and to outsource the rest to the second group of competitors.

2. The second group of competitors will consist of those companies not included in the first group. This group will
receive most of their loads from the first group because they will lack the scale necessary for direct customer
relationships. The first group will earn superior returns because they will make a margin on every load with a
reduced capital investment, while the second group will be required to make the full capital investment necessary
to move every piece of freight at a discounted rate.
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Obviously, we want to be included in the first group.

Any strategic plan requires a solid foundation from which it can be launched, and since VEVA’s introduction in
August 2008:

e We have streamlined our processes in all areas and permanently reduced our non-driver headcount substantially
while simultaneously hiring or developing our talent;

® We have transitioned all three of our operating segments from legacy mainframe software written in the 1980s to
state-of-the-art third-party applications;

® We have established discipline and accountability in our safety and risk management programs; and

e We have held the line on fixed costs despite considerable inflationary pressures in areas such as revenue equipment
and healthcare.
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We believe the overhaul of our corporate support functions provides a solid foundation upon which to build the
VEVA Plan. However, despite what we believe to be a solid foundation, we have had difficulty executing
operationally, which has lead to disappointing results. We have experienced some near-term disruptions, including
significant challenges in implementing a new software system. We hope that the changes we have implemented under
the VEVA Plan will convert into a stronger operational base.

Operating Model
Trucking Operating segment

To improve our results, we must perform at a consistently high level in the basics of our business: customer service,
safety and driver retention. Performing at a high level at those basics requires accountability, so our Trucking strategy
begins with disciplined leadership, clear lines of responsibility and attention to the performance of each member of the
team.

Upon that foundation, our strategy is to deploy our approximately 2,250 in-service tractors and our approximately
6,250 in-service trailers into regional lanes to position ourselves for the structural shift underway in our industry away
from longer-haul freight. To offset the effects of the shorter regional length-of-haul, we are building operating density
in and around major metropolitan areas and structuring our operations to load and unload each tractor in our fleet
(“Velocity”) at least four times per week. Our goal is to produce Velocity at a rate of 4.0 or better, and to achieve that
rate will require a great deal of operational discipline and intensity.

To help us achieve that level of discipline and intensity, we reorganized our management structure in
2011. Specifically, we reduced the number of executive team members from nine to five, and we have supplemented
our existing team with talent from outside our Company who bring with them deep experience in regional
trucking. Among them is David B. Hartline, our Chief Operating Officer for Trucking, who learned to drive Velocity
in a regional operation at Heartland Express, one of the very best operators in our industry. We believe our ability to
improve our Velocity under his leadership is a key factor impacting our ability to improve our results of operations.

SCS Operating segment

We selected freight brokerage — which we call Strategic Capacity Solutions, or SCS — and rail Intermodal as services to
complement our traditional Trucking service, and to supplement the financial returns in our capital-intensive Trucking
operating segment.

Our SCS asset-light service has grown considerably since we launched VEV A because it has created positive
experiences for our customers by offering additional and alternative capacity at competitive prices. In fact, all 25 of
our top customers benefited from the convenience of our SCS service during 2011.

We are currently in Phase I of the VEV A Plan, which calls for SCS to represent 25% of our total base revenue on a
combined basis. During 2011, it produced $67.1 million of total base revenue, or 16.3% compared to 2.1% in 2007
prior to VEVA. We plan to continue growing SCS more rapidly than our Trucking segment for the next few years by
opening additional branches.

Intermodal Operating segment
This segment provides rail Intermodal service to our customers at a cost savings over General Freight with a slightly
slower transit speed, while allowing us to reposition our equipment to maximize our freight network yield. The

addition of private containers during August 2010 offered us an opportunity to continue its growth in the intermodal

8
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marketplace and to continue to offer our customers additional transportation solutions. Our VEVA plan calls for us to
grow Intermodal in a deliberate and structured manner. Eighteen of our top 25 customers utilized our Intermodal
service during 2011.

Industry and Competition

The trucking industry includes both private fleets and for-hire carriers. Private fleets consist of trucks owned and
operated by shippers that move their own goods. For-hire carriers include both truckload and less-than-truckload
operations. Truckload carriers dedicate an entire trailer to one customer from origin to
destination. Less-than-truckload carriers pick up multiple shipments from multiple shippers on a single truck and then
route the goods through terminals or service centers, where freight may be transferred to other trucks with similar
destinations for delivery. Truckload carriers typically transport shipments weighing more than 10,000 pounds, while
less-than-truckload carriers typically transport shipments weighing less than 10,000 pounds.
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We operate primarily in the highly fragmented for-hire truckload segment of the market. The for-hire segment is
highly competitive and includes thousands of carriers, none of which dominates the market. This segment is
characterized by many small carriers having revenues of less than $1 million per year and relatively few carriers with
revenues exceeding $100 million per year. According to Transport Topics, measured by annual revenue, the 40
largest truckload carriers accounted for approximately $20.9 billion of the for-hire truckload market in 2010. We
were ranked number 22 of the largest for-hire truckload carriers based on total revenue for 2010. The industry
continues to undergo consolidation. In addition, the recent challenging economic times have contributed to the failure
of many trucking companies and made entry into the industry more difficult.

We compete primarily with other truckload carriers, private fleets and, to a lesser extent, railroads and
less-than-truckload carriers. A number of truckload carriers have greater financial resources, own more revenue
equipment and carry a larger volume of freight than we do. We also compete with truckload and less-than-truckload
carriers for qualified drivers.

The principal means of competition in the truckload segment of the industry are service and price, with rate
discounting being particularly intense during economic downturns. Although we compete more on the basis of
service rather than rates, rate discounting continues to be a factor in obtaining and retaining business. Furthermore, a
depressed economy tends to increase both price and service competition from alternative modes such as
less-than-truckload carriers, as well as intermodal carriers. Although an increase in the size of the market would
benefit all truckload carriers, we believe that successful carriers are likely to grow primarily by offering additional
services to their customers and acquiring a greater market share.

Marketing and Sales

We focus the majority of our marketing efforts on customers with premium service requirements and who have heavy
shipping needs within our primary operating areas. This permits us to position available equipment strategically so
that we can be more responsive to customer needs. We believe it also helps us achieve premium rates and develop
long-term, service-oriented relationships. Our team members have a thorough understanding of the needs of shippers
in many industries. These factors allow us to provide reliable, timely service to our customers. For 2011,
approximately 94.7% of our total revenue was derived from customers that were customers prior to 2011, and we have
provided services to our top 10 customers for an average of approximately 13 years. We provided service to 1,161
customers in 2011.

The table below shows the percentage of our total revenue attributable to our top ten and top five customers and
largest customer for the periods indicated.

Year Ended December 31,
2011 2010 2009
Top 10 customers 31% 35% 32%
Top 5 customers 21% 23% 20%
Largest customer 6% 7% 4%

Our Sales Department solicits and responds to customer orders and maintains close customer contact regarding service
requirements and rates. We typically establish rates through individual negotiations with customers. For our
Dedicated Freight services, rates are fixed under contracts tailored to the specific needs of shippers.

While we prefer direct relationships with our customers, we recognize that obtaining shipments through other
providers of transportation or logistics services is a significant marketing opportunity. Securing freight through a third
party enables us to provide services for high-volume shippers to which we might not otherwise have access because
many of them require their carriers to conduct business with their designated third party logistics provider.

10
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We require customers to have credit approval before dispatch. We bill customers at or shortly after delivery and,
during 2011, receivables collection averaged approximately 34 days from the billing date.

11
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Operations

USA Truck is a dry van truckload carrier transporting general commodities via our General Freight and Dedicated
Freight service offerings. We transport commodities throughout the continental United States and into and out of
portions of Canada. We also transport general commodities into and out of Mexico by allowing through-trailer
service from our terminal in Laredo, Texas. The following table shows our total Company average length-of-haul and
the average length-of-haul for two of our Trucking segment’s service offerings, in miles, for the periods indicated.

Year Ended December 31,
2011 2010 2009
Total Company 532 560 599
Trucking service offerings:
General Freight 544 569 618
Dedicated Freight 396 433 471

Our Operations Department consists primarily of our fleet managers, load planners and customer service
representatives. Each fleet manager supervises between approximately 40 and 55 drivers in our various service
offerings and our fleet managers are the primary contacts with our drivers. They monitor the location of equipment
and direct its movement in the safest, most efficient and practicable manner. Load planners assign all available units
and loads in a manner that maximizes profit and minimizes costs. Customer service representatives book the freight
and ensure on-time delivery by monitoring loads. The Operations Department focuses on making trucks available for
dispatch, selecting profitable freight and efficiently matching that freight to available trucks, all of which must be
achieved without sacrificing customer service, equipment utilization, driver retention or safety.

Safety

We emphasize safe work habits as a core value throughout our organization, and we engage in proactive training and
education relating to safety concepts, processes and procedures. The evaluation of an applicant’s safety record is one
of several essential criteria we use when hiring drivers. We conduct pre-employment, random, reasonable suspicion
and post-accident alcohol and substance abuse testing in accordance with the Department of Transportation (“DOT”)
regulations.

Safety training for new drivers begins in orientation, when newly hired team members are taught safe driving and
work techniques that emphasize the importance of our commitment to safety. Upon completion of orientation, new
student drivers are required to undergo on-the-road training for four to six weeks with experienced commercial motor
vehicle drivers who have been selected for their professionalism and commitment to safety and who are trained to
communicate safe driving techniques to our new drivers. New drivers who graduate from our on-the-road program
must then successfully complete post-training classroom and road testing before being assigned to their own
tractor. Additionally, all Company drivers participate in an on-going training for professional drivers that focuses on
collision prevention through hands-on instruction.

To reinforce and promote safety concepts Company-wide, we conduct two “live” safety training classes each year and
provide other monthly training courses designed to keep our drivers up-to-date on safety topics and to reinforce and
advance professional driving skills. Additionally, the Safety Department conducts safety meetings with dispatch and
other non-driver personnel to address specific safety-related issues and concerns.

12
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We also have in place a corrective action program designed to evaluate each driver’s safety record to help determine
whether a driver needs additional training and whether the driver is eligible for continued employment. We have a

Company-wide communication network designed to facilitate rapid response to safety issues and a driver counseling

and retraining system to assist drivers who need additional assistance or training. We have safety personnel at our

high traffic terminal locations around the country to provide hands-on remedial and skills development training to our

drivers.

In 2008, we established an economic awards program to reward those drivers who have achieved specified safety
milestones. Drivers are recognized at the annual President’s Million Mile Banquet and outstanding drivers are also
recognized in Company-wide publications and media releases announcing the driver’s achievements. Driver safety
achievements are also noted with special jacket uniform patches, caps, letters of recognition and other awards that
identify the driver as having reached a safety milestone.

13
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We maintain a modern fleet of tractors and trailers. This factor, in conjunction with the regular safety inspections that
our drivers and our Maintenance Department conduct on our equipment, assists us in our goal of having equipment
that is well-maintained and safe. Our tractors are equipped with anti-lock braking systems and electronic governing
equipment that limits the maximum speed of our tractors to no more than 65 miles per hour. In addition, substantially
all tractors added since 2008 are equipped with stability control systems, which assist in further reducing the potential
for accidents.

Insurance and Claims

The primary risks for which we obtain insurance are cargo loss and damage, personal injury, property damage,
workers’ compensation and employee medical claims. We self-insure for a portion of claims exposure in each of these
areas.

We maintain insurance with licensed insurance carriers in amounts that are above those for which we
self-insure. Although we believe the aggregate insurance limits should be sufficient to cover reasonably expected
claims, it is possible that one or more claims could exceed our aggregate coverage limits. While we have experienced
relatively good conditions in the insurance markets during the last five years, an unexpected loss or changing
conditions in the insurance market could adversely affect premium levels. As a result, our insurance and claims
expense could increase, or we could raise our self-insured retention or decrease our aggregate coverage limits when
our policies are renewed or replaced. If these expenses increase, if we have to increase our reserves, if we experience
a claim in excess of our coverage limits, or if we experience a claim for which coverage is not provided, our results of
operations and financial condition could be materially and adversely affected.

Drivers and Other Personnel

Driver recruitment and retention are vital to our success. Recruiting drivers is challenging given our hiring standards

and because enrollment levels in driving schools are volatile. Retention is difficult because of wage and job
fulfillment considerations. Driver turnover, especially in the early months of employment, is a significant problem in

our industry, and the competition for qualified drivers is intense. We have seen the driver market tighten as a result of

the DOT’s Compliance Safety Accountability program (“CSA”) (formerly “Comprehensive Safety Analysis 2010”) and
other regulatory changes, and we expect that to continue. In order to attract and retain drivers we must continue to
provide safe, attractive and comfortable equipment, direct access to management and competitive wages and benefits
designed to encourage longer-term employment.

In addition to the Company drivers we employ, we enter into contracts with independent contractors, who provide a
tractor and a driver and are responsible for all operating expenses in exchange for a fixed payment per mile. We do
not have the capital outlay of purchasing the tractor, nor do we incur expenses associated with owned equipment, such
as interest and depreciation.

Driver pay is calculated primarily on the basis of miles driven, and increases based on tenure and driver
performance. We believe our current pay scale is competitive with industry peers.

On March 5, 2012, we had approximately 3,020 team members, including approximately 2,280 driver team
members. We do not have any team members represented by a collective bargaining unit. In the opinion of

management, our relationship with our team members is good.

Revenue Equipment and Maintenance

14
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Our policy is to replace most tractors within 36 to 48 months and most trailers within 84 to 120 months from the date

of purchase. Because maintenance costs increase as equipment ages, we believe these trade intervals allow us to more

closely control our maintenance costs and to economically balance those costs with the equipment’s expected sale or
trade values. Such trade intervals also permit us to maintain substantial warranty coverage throughout our period of

ownership.

We make equipment purchase and replacement decisions based on a number of factors, including new equipment
prices, the used equipment market, demand for our freight services, prevailing interest rates, technological
improvements, regulatory changes, fuel efficiency, equipment durability, equipment specifications and the availability
of drivers. Therefore, depending on the circumstances, we may accelerate or delay the acquisition and disposition of
our tractors or trailers from time to time. In conjunction with our strategic objective of positioning us for long-term
revenue growth, we will add equipment as the freight market and driver availability dictate. Generally, our primary
business strategy of earning greater returns on capital requires us to improve the profitability of our existing tractors
before we consider materially adding to the fleet size.

15



Edgar Filing: USA TRUCK INC - Form 10-K

In January 2011, we began installing SkyBitz® trailer tracking technology and cargo sensors and at December 31,
2011, we have outfitted approximately 4,850 trailers with SkyBitz® technology. This new technology has contributed
to more efficient asset utilization across our fleet, improved customer satisfaction through better asset allocation and
load visibility and enhanced load security. This technology is designed to provide managers the ability to view trailer
assets in real-time and run customizable management and operational reports for each trailer in their fleet, which is
allowing us to operate with a more efficient trailer-to-tractor ratio than we would otherwise.

The following table shows the number of units and average age of revenue equipment that we owned or operated
under capital leases as of the indicated dates.

Year Ended December 31,
2011 2010 2009

Tractors:

Acquired 490 416 460
Disposed 625 485 451
End of period total 2,304 2,439 2,508
Average age at end of period (in months) 28 29 27
Trailers:

Acquired 300 100 --
Disposed 698 598 137
End of period total 6,318 6,716 7,214
Average age at end of period (in months) 71 67 63

To simplify driver and mechanic training, control the cost of spare parts and tire inventory and provide for a more
efficient vehicle maintenance program, we purchase tractors and trailers manufactured to our specifications. In
deciding which equipment to purchase, a number of factors are considered, including safety, fuel economy, expected
resale value, trade terms and driver comfort. We have a strict preventive maintenance program designed to minimize
equipment downtime and enhance sale or trade-in values.

We finance revenue equipment purchases through our credit agreement, capital lease-purchase arrangements, proceeds
from sales or trades of used equipment and cash flows from operations. Substantially all of our tractors and trailers
are pledged to secure our obligations under financing arrangements.

In addition to tractors that we own, we contract with independent operators for the use of their tractors and drivers in
our operations. We offer a lease-purchase program to drivers interested in owning their own equipment and becoming
independent contractors. The program offers qualified drivers the opportunity to purchase their own tractors through a
third-party financing program. The drivers may purchase tractors directly from us or from outside sources. At
December 31, 2011, we had 110 independent contractors under contract with us, which included 24 lease-purchase
operators.

Beginning January 1, 2010, new federal emissions requirements became effective for all heavy-duty engines. These
new requirements reduce the levels of specified emissions from heavy-duty engines manufactured in or after 2010,
and resulted in cost increases when we acquired tractors equipped with these engines. In order to comply with the
standards, new emissions control technologies, such as selective catalytic reduction (“SCR”) strategies and advanced
exhaust gas recirculation (“EGR”) systems, are being utilized. In anticipation of an increase in the purchase price of
new equipment related to the 2010 emissions requirements, we accelerated the purchase of 100 replacement tractors in
2009 and purchased another 300 pre-2010 emission regulated replacement tractors during the first and second quarters
of 2010. As of December 31, 2011 we had 607 tractors, or 26% of the fleet, with the 2010 emission engines including
527 tractors with SCR technology and 80 tractors with Advanced EGR technology.
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Technology

We maintain a data center of two types of servers utilizing different technology, which we believe will ensure that all
major systems have redundancy in order to provide us virtually no down-time. We recently replaced our internally
developed operating and financial systems with third-party developed applications. These include TMW for our
operational systems and Microsoft Dynamics for our financial systems. During 2011, after previously implementing a
new operating system for our SCS and Intermodal operations, we implemented live usage of the new operating system
across our Trucking operations. For a short period of time after implementation, we experienced unanticipated
difficulties associated with the transition. The magnitude and duration of the reduction in efficiency that we
experienced were greater than we anticipated. In addition, this year we also re-hosted our remaining mainframe based
applications on network servers, allowing us to run the same internally written mainframe code on network based
servers. This has allowed us to streamline our support to a single platform, both saving cost and allowing us to focus
all our development efforts on a single platform. We continue to use our internal development capabilities to create
customized decision-support tools for our operating personnel. Our computer systems are monitored 24 hours a day
by experienced information systems professionals. While we employ many preventive measures, including daily
backup of our information systems processes, we do not currently have a wholly redundant backup for our
information systems as a part of our catastrophic business continuity plan but we believe the conversion to a server
platform will allow us to focus our efforts to develop and implement that plan in the near future.

The technology we use in our business enhances all aspects of our operations and enables us to consistently deliver
superior service to our customers. We are able to closely monitor the location of all our tractors and to communicate
with our drivers in real time through the use of a Qualcomm satellite-based equipment tracking and driver
communication system. This enables us to efficiently dispatch drivers in response to customers’ requests, to provide
real-time information to our customers about the status of their shipments and to provide documentation supporting
our accessorial charges, which are charges to customers for additional services such as loading, unloading or
equipment delays. In addition, we utilize SkyBitz® satellite-based equipment tracking devices and cargo sensors on
most of our trailers. These tracking devices provide us with visibility on the locations and load status of our trailers at
all times.

Regulation

Our operations are regulated and licensed by various government agencies, including the DOT. Our Canadian
business activities are subject to similar requirements imposed by the laws and regulations of Canada, as well as its
provincial laws and regulations. The Company currently has a satisfactory DOT safety rating, which is the highest
available rating. The DOT, through the Federal Motor Carrier Safety Administration (the “FMCSA”), imposes safety
and fitness regulations on us and our drivers, including rules that restrict driver hours-of-service. On December 27,
2011, the FMCSA published its 2011 Hours of Service Final Rule. The rule requires drivers to take 30-minute breaks
after eight hours of consecutive driving and reduces the total number of hours a driver is permitted to work during
each week from 82 to 70. The 2011 Rule also provides that the 34-hour restart may only be used once per week and
must include two rest periods between one a.m. and five a.m. These rule changes are scheduled to become effective
July 1, 2013. We anticipate that the 2011 Rule will be challenged prior to its effective date. We are unable to predict
how a court may address challenges to the rule and to what extent the FMCSA might attempt to materially revise the
rules under the current or future presidential administrations. On the whole, however, we believe these modifications
to the current rule will decrease productivity and cause some loss of efficiency, as drivers and shippers may need to be
retrained, computer programming may require modifications, additional drivers may need to be employed or engaged,
additional equipment may need to be acquired, and some shipping lanes may need to be reconfigured.

The FMCSA also is considering revisions to the existing rating system and the safety labels assigned to motor carriers
evaluated by the DOT. We currently have a satisfactory DOT rating, which is the highest available rating under the
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current safety rating scale. If we were to receive a conditional or unsatisfactory DOT safety rating, it could adversely
affect our business because some of our customer contracts require a satisfactory DOT safety rating, and a conditional
or unsatisfactory rating could negatively impact or restrict our operations. Under the revised rating system being
considered by the FMCSA, our safety rating would be evaluated more regularly, and our safety rating would reflect a
more in-depth assessment of safety-based violations.
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The FMCSA introduced CSA, which is a new enforcement and compliance model. Under CSA, drivers and fleets are

evaluated and ranked based on certain safety-related standards. The methodology for determining a carrier’s DOT
safety rating has been expanded to include the on-road safety performance of the carrier’s drivers. As a result, certain
current and potential drivers may no longer be eligible to drive for us, our fleet could be ranked poorly as compared to

our peer firms, and our safety rating could be adversely impacted. A reduction in eligible drivers or a poor fleet

ranking may result in difficulty attracting and retaining qualified drivers, and could cause our customers to direct their

business away from us and to carriers with higher fleet rankings, which would adversely affect our results of

operations.

The FMCSA has issued new rules that will require nearly all carriers, including us, to install and use electronic,
on-board recorders in their tractors (paperless logs) to electronically monitor truck miles and enforce hours of
service. Such installation could cause an increase in driver turnover, adverse information in litigation, cost increases
and decreased asset utilization.

The Environmental Protection Agency (the “EPA”) adopted emissions control regulations that require progressive
reductions in exhaust emissions from diesel engines manufactured on or after October 1, 2002. More stringent
reductions became effective on January 1, 2007 for engines manufactured on or after that date, and further reductions
became effective on January 1, 2010. Compliance with the regulations has increased the cost of our new tractors and
operating expenses while reducing fuel economy. The California Air Resource Board has adopted emission control
regulations which will be applicable to all commercial vehicles traveling within the state of California. Beginning
December 31, 2012, pre-2011 model year 53-foot or longer box-type trailers must meet the same requirements as
2011 model year and newer trailers or have prepared and submitted a compliance plan, based on fleet size, which
allows them to phase in their compliance over time. Federal and state lawmakers also have proposed potential limits
on carbon emissions under a variety of climate-change proposals. Compliance with such regulations has increased the
cost of our new trailers, may increase the cost of any new trailers that will operate in California, may require us to
retrofit certain of our pre-2011 model year trailers that will operate in California, and could impair equipment
productivity and increase our operating expenses. These adverse effects, combined with the uncertainty as to the
reliability of the newly-designed diesel engines and the residual value of these vehicles, could materially increase our
costs or otherwise adversely affect our business or operations.

We believe that we are in substantial compliance with applicable federal, state, provincial and local environmental
laws and regulations and costs of such compliance will not have a material adverse effect on our competitive position,
operations or financial condition or require a material increase in currently anticipated capital expenditures.

Tax and other regulatory authorities have, in the past, sought to assert that independent contractor drivers in the
trucking business are employees rather than independent contractors. Federal legislators have introduced legislation
in the past to make it easier for tax and other authorities to reclassify independent contractor drivers as employees,
including legislation to increase recordkeeping requirements for those using independent contractor drivers and to
heighten the penalties of employers who misclassify their employees and are found to have violated employees’
overtime and/or wage requirements. Additionally, federal legislators have sought to abolish the current safe harbor
allowing taxpayers meeting certain criteria to treat individuals as independent contractors if they are following a
long-standing, recognized practice. If our independent contractors are determined to be our employees, we would
incur additional exposure under federal and state tax, workers’ compensation, unemployment benefits, labor,
employment, and tort laws, including for prior periods, as well as potential liability for employee benefits and tax
withholding.

Seasonality
See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations Seasonality.”
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Forward-Looking Statements

This Annual Report on Form 10-K contains certain statements that may be considered forward-looking statements

within the meaning of Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities
Exchange Act of 1934, as amended. All statements, other than statements of historical fact, are statements that could

be deemed forward-looking statements, including without limitation: any projections of earnings, revenues, or other
financial items; any statement of plans, strategies, and objectives of management for future operations; any statements
concerning proposed new services or developments; any statements regarding future economic conditions or
performance; and any statements of belief and any statement of assumptions underlying any of the foregoing. Such
statements may be identified by their use of terms or phrases such as “expects,” “estimates,” “projects,” “believes,” “anticipate
“intends,” “plans,” “goals,” “may,” “will,” “should,” “could,” “potential,” “continue,” “future” and simil:
phrases. Forward-looking statements are inherently subject to risks and uncertainties, some of which cannot be
predicted or quantified, which could cause future events and actual results to differ materially from those set forth in,
contemplated by, or underlying the forward-looking statements. Readers should review and consider the factors
discussed under the heading “Risk Factors” in Item 1A of this Annual Report on Form 10-K, along with various
disclosures in our press releases, stockholder reports, and other filings with the Securities and Exchange Commission.

9 EEINT3

LIS LIS

All forward-looking statements attributable to us, or persons acting on our behalf, are expressly qualified in their
entirety by this cautionary statement.

LN LN 99 ¢

References to the “Company,” “we,” “us,” “our” and words of similar import refer to USA Truck, Inc. and its subsidiary.
Item 1A. RISK FACTORS

In addition to the other information set forth in this report, you should carefully consider the following risks and
uncertainties which could cause our actual results to differ materially from the results contemplated by the
forward-looking statements contained in this report and in our other filings with the Securities and Exchange
Commission.

Our business is subject to economic, credit and business factors affecting the trucking industry that are largely out of
our control, any of which could have a material adverse effect on our operating results.

The factors that have negatively affected us, and may do so in the future, include volatile fuel prices, excess capacity
in the trucking industry, surpluses in the market for used equipment, higher interest rates, higher license and
registration fees, increases in insurance premiums, higher self-insurance levels, increases in accidents and adverse
claims and difficulty in attracting and retaining qualified drivers and independent contractors.

We are also affected by recessionary economic cycles, such as the period from 2007 to 2009, and by downturns in
customers’ business cycles. Economic conditions may adversely affect our customers and their ability to pay for our
services. It is not possible to predict the effects of armed conflicts or terrorist attacks and subsequent events on the
economy or on consumer confidence in the United States, or the impact, if any, on our future results of operations.

There has been widespread concern over the credit markets and their effect on the economy. If the economy and credit
markets weaken our business, financial results, and results of operations could be materially and adversely affected,
especially if consumer confidence declines and domestic spending decreases. Additionally, the stresses in the credit
market have caused uncertainty in the equity markets. Although some stability has returned to the equity markets,
there still exists enough economic uncertainty that could cause the market price of our securities to be volatile.
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If the credit markets erode, we also may not be able to access our current sources of credit and our lenders may not
have the capital to fund those sources. We may need to incur additional indebtedness or issue debt or equity securities
in the future to refinance existing debt, fund working capital requirements, make investments, or for general corporate
purposes. As a result of contractions in the credit market, as well as other economic trends in the credit market
industry, we may not be able to secure financing for future activities on satisfactory terms, or at all. If we are not
successful in obtaining sufficient financing because we are unable to access the capital markets on financially
economical or feasible terms, it could impact our ability to provide services to our customers and may materially and
adversely affect our business, financial results, current operations, results of operations, and potential investments.

We operate in a highly competitive and fragmented industry, and our business may suffer if we are unable to
adequately address downward pricing pressures and other factors that may adversely affect our ability to compete with
other carriers.

Numerous competitive factors could impair our ability to achieve and maintain profitability. These factors include:

® We compete with many other truckload carriers of varying sizes and, to a lesser extent, with less-than-truckload
carriers and railroads, some of which have more equipment or greater capital resources, or other competitive
advantages.

e Some of our competitors periodically reduce their freight rates to gain business, especially during times of
economic slowdown, which may limit our ability to maintain or increase freight rates, maintain our margins or

maintain growth in our business.

e Some of our customers also operate their own private trucking fleets and they may decide to transport more of their
own freight.

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

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

e The trend toward consolidation in the trucking industry may create large carriers with greater financial resources
and other competitive advantages relating to their size, and we may have difficulty competing with these larger

carriers.

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

e Competition from internet-based and other logistics and freight brokerage companies may adversely affect our
customer relationships and freight rates.

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

We have a recent history of net losses and may be unsuccessful in improving our profitability.

11

23



Edgar Filing: USA TRUCK INC - Form 10-K

For the years ended December 31, 2011, 2010 and 2009, we incurred net losses of $10.8 million, $3.3 million and
$7.2 million, respectively. Achieving profitability depends upon numerous factors, including our ability to increase
our average revenue per tractor, increase Velocity, and control expenses. We might not achieve profitability or, if we
do, we may not be able to sustain or increase profitability in the future. If we are unable to achieve profitability, our
liquidity, financial position, and results of operations may be adversely affected.

We are attempting to improve our financial and operating results through our VEVA Plan, which is aimed at better
cost controls, streamlining processes, and performance-based discipline and accountability. We may be unsuccessful
in implementing our plan effectively or achieving sustainable improvement from these efforts. Further, we may
devote a significant amount of management and financial resources and not achieve the desired results.

We may not be successful in implementing new management and operating procedures and cost savings initiatives.

We have made changes to our management team and structure, as well as our operating procedures recently. These
changes may not be successful or may not achieve the desired results. We may require additional training or different
personnel to implement successfully these procedures, all of which may result in additional expense, delays in
obtaining results, or disruptions to our operations. Some of these changes include customer service and driver
management changes and cost savings initiatives. These changes and initiatives may not improve our results of
operations, including miles per tractor, system velocity, seated truck count, and base revenue per mile. In addition, we
may not be successful in achieving the expected savings in our cost structure. In such event, our revenue, financial
results, and ability to operate profitably could be negatively impacted. Further, our operating results may be
negatively affected by a failure to further penetrate our existing customer base, cross-sell our services, pursue new
customer opportunities, and manage the operations and expenses of our new or growing services.

Ongoing insurance and claims expenses could significantly reduce our earnings.

If the number or severity of claims increases or if the costs associated with claims otherwise increase, our operating
results will be adversely affected. The time that such costs are incurred may significantly impact our operating results
for a particular quarter, as compared to the comparable quarter in the prior year. In addition, if we were to lose our
ability to self-insure for any significant period of time, our insurance costs would materially increase and we could
experience difficulty in obtaining adequate levels of coverage. Due to our significant self-insured amounts, we have
significant exposure to fluctuations in the number and severity of claims and the risk of being required to accrue or
pay additional amounts if our estimates are revised or the claims ultimately prove to be more severe than originally
assessed.

We could experience increases in our insurance premiums in the future if we have an increase in coverage, a reduction
in our self-retention level or if our claims experience deteriorates. If our insurance or claims expense increases, and
we are unable to offset the increase with higher freight rates, our earnings could be materially and adversely affected.

Our Credit Agreement and other financing arrangements contain certain covenants, restrictions, and requirements, and
we may be unable to comply with the covenant, restrictions, and requirements. A default could result in the
acceleration of all or part of our outstanding indebtedness, which could have an adverse effect on our financial
condition, liquidity, results of operations, and the price of our common stock.

We have a $100.0 million Credit Agreement with a group of banks and numerous other financing arrangements. The
Credit Agreement contains certain restrictions and covenants relating to, among other things, dividends, liens,
acquisitions and dispositions outside of the ordinary course of business, affiliate transactions, and various financial
covenants. On March 8, 2012, we entered into a Second Amendment to Credit Agreement to revise some of our debt
covenants, which we believe will allow us more flexibility as we implement our action plan. Certain other financing
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arrangements contain certain restrictions and covenants, as well. If we fail to comply with any of our financing
arrangement covenants, restrictions, and requirements, we will be in default under the relevant agreement, which
could cause cross-defaults under our other financing arrangements. In the event of any such default, if we failed to
obtain replacement financing, amendments to, or waivers under the applicable financing arrangements, our lenders
could cease making further advances, declare our debt to be immediately due and payable, fail to renew letters of
credit, impose significant restrictions and requirements on our operations, institute foreclosure procedures against their
collateral, or impose significant fees and transaction costs. If acceleration occurs, it may be difficult or expensive to
refinance the accelerated debt or we may have to issue equity securities, which would dilute stock ownership. Even if
new financing is made available to us, more stringent borrowing terms may mean that credit is not available to us on
acceptable terms. A default under our financing arrangements could cause a materially adverse effect on our liquidity,
financial condition, and results of operations.

We have significant ongoing capital requirements that could adversely affect our financial condition, results of
operations and cash flows if we are unable to generate sufficient cash from operations, or obtain financing on
favorable terms.

The truckload industry is capital intensive. Historically, we have depended on cash from operations, borrowings from
banks and finance companies, and lease instruments to expand and upgrade our revenue equipment. We expect that
capital expenditures to replace and upgrade our revenue equipment will increase from the levels we experienced in
2010 and 2011. The additional expenditures will be required to upgrade our tractor and trailer fleet, which has
increased in age over the historical average age, and to expand our revenue equipment fleet, as justified by increased
freight volumes. If we are unable to generate sufficient cash from operations and obtain borrowing on favorable terms
in the future, we may have to limit our fleet size, enter into less favorable financing arrangements, or operate our
revenue equipment for longer periods. Accordingly, we may be unable to decrease the age of, or expand, our tractor
and trailer fleet, which would materially and adversely affect our financial condition.

12
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We depend on the proper functioning and availability of our information systems.

We depend on the proper functioning and availability of our communications and data processing systems in
operating our business. Our information systems are protected through physical and software safeguards. However,
they are still vulnerable to fire, storm, flood, power loss, telecommunications failures, physical or software break-ins
and similar events. We do not have a formally documented catastrophic disaster recovery plan or a fully redundant
alternate processing capability. If any of our critical information systems fail or become otherwise unavailable, we
would have to perform the functions manually, which could temporarily impact our ability to manage our fleet
efficiently, to respond to customers’ requests effectively, to maintain billing and other records reliably and to bill for
services accurately or in a timely manner. Our business interruption insurance may be inadequate to protect us in the
event of a catastrophe. Any system failure, security breach or other damage could interrupt or delay our operations,
damage our reputation and cause us to lose customers, any of which could have a material adverse effect on our
business.

We are in the midst of a multi-year process to migrate our legacy mainframe platform and internally developed
software applications to server-based platforms. We purchased off-the-shelf products for our core software needs, and
developed value-added decision-support software applications internally. In July 2011, we migrated our Operations
system from our legacy mainframe onto off-the-shelf software, which had a significant adverse effect on our business
and operating results. Although this was the most significant and risky part of our multi-year process, we have a few
remaining systems to convert which could also cause delays, complications or additional costs, which could have a
material adverse effect on our business and operating results.

We depend on our major customers, the loss of one or more of which could have a material adverse effect on our
business.

A significant portion of our revenue is generated from our major customers. For fiscal year 2011, our top 10

customers accounted for approximately 31% of our revenue, our top five customers accounted for approximately 21%

of our revenue and our largest customer accounted for approximately 6% of our revenue. Economic conditions and

capital markets may adversely affect our customers and their ability to remain solvent. Our customers’ financial
difficulties can negatively impact our results of operations and financial condition, especially if our customers were to

delay or default on payments to us. Generally, we do not have long-term contracts with our major customers and we

cannot assure you that our customer relationships will continue as presently in effect. A reduction in or termination of

our services by one or more of our major customers could have a material adverse effect on our business and operating

results.

If we are unable to retain our key executives, our business, financial condition and results of operations could be
harmed.

We are dependent upon the services of our executive management team. We do not maintain key-person life
insurance on any members of our management team. The loss of their services could have a material adverse effect
on our operations and future profitability. We must continue to develop and retain a core group of managers if we are
to realize our goal of expanding our operations, improve our earnings consistency and position ourselves for long-term
revenue growth.

We operate in a highly regulated industry, and changes in existing regulations or violations of existing or future
regulations could have a material adverse effect on our operations and profitability.

We operate in the United States pursuant to operating authority granted by the DOT and in various Canadian
provinces pursuant to operating authority granted by the Ministries of Transportation and Communications in such
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provinces. Our Company drivers and independent contractors also must comply with the safety and fitness regulations
of the DOT, including those relating to drug and alcohol testing and hours-of-service. Such matters as weight and
equipment dimensions also are subject to government regulations. We also may become subject to new or more
restrictive regulations relating to fuel emissions, drivers’ hours-of-service, ergonomics, on-board reporting of
operations, collective bargaining, security at ports and other matters affecting safety or operating methods.

13
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In December 2011, the FMCSA issued new rules regarding drivers’ hours-of-service, and the result could negatively
impact utilization of our equipment. The rules require drivers to take 30-minute breaks after eight hours of
consecutive driving and reduce the total number of hours a driver is permitted to work during each week from 82 to
70. The 2011 rule also provides that the 34-hour restart may only be used once per week and must include two rest
periods between one a.m. and five a.m. These rule changes are scheduled to become effective July 1, 2013. We
anticipate that the 2011 rule will be challenged prior to its effective date. We are unable to predict how a court may
rule on challenges to such rules and to what extent the FMCSA might attempt to materially revise the rules. On the
whole, however, we believe that the new rules will decrease productivity and cause some loss of efficiency, as drivers
and shippers may need to be retrained, computer programming may require modifications, additional drivers may
need to be employed or engaged, additional equipment may need to be acquired, and some shipping lanes may need to
be reconfigured. We are also unable to predict the effect of any new rules that might be proposed if the issued rule is
stricken by a court, but any such proposed rules could increase costs in our industry or decrease productivity.

Failures to comply with DOT safety regulations or downgrades in our safety rating could have a material adverse
impact on our operations or financial condition. A downgrade in our safety rating could cause us to lose the ability to
self-insure. The loss of our ability to self-insure for any significant period of time would materially increase our
insurance costs. In addition, we may experience difficulty in obtaining adequate levels of coverage in that
event. Under the revised rating system being considered by the FMCSA, our safety rating would be evaluated more
regularly, and our safety rating would reflect a more in-depth assessment of safety-based violations.

During December 2010, the DOT launched CSA, a new enforcement and compliance model implementing driver
standards in addition to our current standards. As discussed more fully below, CSA may reduce the number of eligible
drivers and/or negatively impact our fleet ranking.

Additionally, FMCSA rules and practices followed by regulators may require us to install electronic, on-board
recorders in our tractors if we experience unfavorable compliance with rules or receive an adverse change in safety
rating. Such installation could cause an increase in driver turnover, adverse information in litigation, cost increases
and decreased asset utilization.

Other agencies, such as the EPA and the Department of Homeland Security also regulate our equipment, operations
and drivers. Future laws and regulations may be more stringent, require changes in our operating practices, influence
the demand for transportation services, or require us to incur significant additional costs. Higher costs incurred by us
or by our suppliers who pass the costs onto us through higher prices could adversely affect our results of operations.

In the aftermath of the September 11, 2001 terrorist attacks, federal, state and municipal authorities implemented and
continue to implement various security measures, including checkpoints and travel restrictions on large trucks. The
Transportation Security Administration (the “TSA”) has adopted regulations that require determination by the TSA that
each driver who applies for or renews his license for carrying hazardous materials is not a security threat. This could
reduce the pool of qualified drivers, which could require us to increase driver compensation, limit fleet growth, or let
trucks sit idle. These regulations also could complicate the matching of available equipment with hazardous material
shipments, thereby increasing our response time and our deadhead miles on customer shipments. As a result, it is
possible that we may fail to meet the needs of our customers or may incur increased expenses to do so. These security
measures could negatively impact our operating results.

EPA regulations limiting exhaust emissions became more restrictive in 2010. On May 21, 2010, President Obama
signed an executive memorandum directing the National Highway Traffic Safety Administration (“NHTSA”) and the
EPA to develop new, stricter fuel efficiency standards for heavy trucks, beginning in 2014. On October 25, 2010, the
NHTSA and EPA proposed regulations that regulate fuel efficiency and greenhouse gas emissions, beginning in
2014. In December 2008, California adopted new performance requirements for diesel trucks, with targets to be met
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between 2011 and 2023, and California also has adopted aerodynamics requirements for certain trailers. These
regulations, as well as proposed regulations or legislation related to climate change that potentially impose
restrictions, caps, taxes, or other controls on emissions of greenhouse gas, could adversely affect our operations and
financial results. In addition, increasing efforts to control emissions of greenhouse gases are likely to have an impact
on us. The EPA has announced a finding relating to greenhouse gas emissions that may result in promulgation of
greenhouse gas emission limits. Federal and state lawmakers also are considering a variety of climate-change
proposals. Compliance with such regulations could increase the cost of new tractors and trailers, impair equipment
productivity and increase operating expenses. These effects, combined with the uncertainty as to the operating results
that will be produced by the newly designed diesel engines and the residual values of these vehicles, could increase
our costs or otherwise adversely affect our business or operations.

14
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In order to reduce exhaust emissions, some states and municipalities have begun to restrict the locations and amount
of time where diesel-powered tractors, such as ours, may idle. These restrictions could force us to alter our drivers’
behavior, purchase on-board power units that do not require the engine to idle, or face a decrease in productivity.

From time to time, various federal, state, or local taxes are increased, including taxes on fuels. We cannot predict
whether, or in what form, any such increase applicable to us will be enacted, but such an increase could adversely
affect our profitability.

CSA could adversely affect our profitability and operations, our ability to maintain or grow our fleet, and our
customer relationships.

Under CSA, drivers and fleets are evaluated and ranked based on certain safety-related standards. The methodology

for determining a carrier’s DOT safety rating has been expanded to include the on-road safety performance of the
carrier’s drivers. As a result, certain current and potential drivers may no longer be eligible to drive for us, our fleet
could be ranked poorly as compared to our peer firms, and our safety rating could be adversely impacted. A reduction

in eligible drivers or a poor fleet ranking may result in difficulty attracting and retaining qualified drivers, and could

cause our customers to direct their business away from us and to carriers with higher fleet rankings, which would

adversely affect our results of operations. From time to time we may, and in the past have, exceeded the established

intervention thresholds under certain categories. Based on these unfavorable ratings, our drivers may be prioritized

for intervention action or roadside inspection by regulatory authorities, and our customers may be less likely to assign

loads to us. Additionally, we may incur greater than expected expenses in our attempts to improve our scores.

Decreases in the availability of new tractors and trailers could have a material adverse effect on our operating results.

From time to time, some tractor and trailer vendors have reduced their manufacturing output due, for example, to
lower demand for their products in economic downturns or a shortage of component parts. As conditions changed,
some of those vendors have had difficulty fulfilling the increased demand for new equipment. There have been
periods when we were unable to purchase as much new revenue equipment as we needed to sustain our desired growth
rate and to maintain a late-model fleet. We may experience similar difficulties in future periods. Also, to meet the
more restrictive EPA emissions standards in 2007 and in January 2010, vendors have had to introduce new engine
technology. An inability to continue to obtain an adequate supply of new tractors or trailers could have a material
adverse effect on our results of operations and financial condition.

Fluctuations in the price or availability of fuel, hedging activities, the volume and terms of diesel fuel purchase
commitments, surcharge collection and surcharge policies approved by customers may increase our costs of operation,
which could materially and adversely affect our profitability.

Fuel is one of our largest operating expenses. Diesel fuel prices fluctuate greatly due to economic, political, natural
and other factors beyond our control. Fuel also is subject to regional pricing differences. From time to time we may
use hedging contracts and volume purchase arrangements to attempt to limit the effect of price fluctuations. If we do
hedge, we may be forced to make cash payments under the hedging arrangements. We use a fuel surcharge program to
recapture a portion of the increases in fuel prices over a base rate negotiated with our customers. Our fuel surcharge
program does not protect us from the full effect of increases in fuel prices. The terms of each customer’s fuel
surcharge program vary and certain customers have sought to modify the terms of their fuel surcharge programs to
minimize recoverability for fuel price increases. Over the past year, the failure to recover fuel price increases resulted
in a materially negative impact to our results of operations. For example, this week’s fuel surcharge rate is based on
last week’s national average diesel price. Thus, in periods of rising prices, our fuel surcharge is based on last week’s
lower diesel price while we are paying this week’s higher diesel price at the pump. Also, during times of low freight
volumes, shippers can use their negotiating leverage to impose less compensatory fuel surcharge policies. A failure to
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improve our fuel price protection through these measures, further increases in fuel prices, or a shortage of diesel fuel,
could materially and adversely affect our results of operations.
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Increases in driver compensation or difficulty in attracting and retaining qualified drivers could adversely affect our
profitability.

Like many truckload carriers, from time to time we experience substantial difficulty in attracting and retaining
sufficient numbers of qualified drivers, including independent contractors. In addition, due in part to current
economic conditions, including the higher cost of fuel, insurance and tractors, the available pool of independent
contractor drivers has been declining. Regulatory requirements, including the new CSA program have also reduced
the number of eligible drivers. Because of the shortage of qualified drivers and intense competition for drivers from
other trucking companies, we expect to continue to face difficulty increasing the number of our drivers, including
independent contractor drivers. The compensation we offer our drivers and independent contractors is subject to
market conditions, and we may find it necessary to continue to increase driver and independent contractor
compensation in future periods. In addition, we and our industry suffer from a high driver turnover rate. Our high
turnover rate requires us to continually recruit a substantial number of drivers in order to operate existing revenue
equipment. If we are unable to continue to attract and retain a sufficient number of drivers, we could be required to
adjust our compensation packages, let tractors sit idle, or operate with fewer tractors and face difficulty meeting
shipper demands, all of which would adversely affect our growth and profitability.

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

We are subject to various environmental laws and regulations dealing with the transportation and handling of
hazardous materials, fuel storage tanks, air emissions from our vehicles and facilities, engine idling, and discharge and
retention of storm water. We operate in industrial areas, where truck terminals and other industrial activities are
located, and where groundwater or other forms of environmental contamination may have occurred. Our operations
involve the risks of fuel spillage or seepage, environmental damage, and hazardous waste disposal, among others. We
also maintain above-ground bulk fuel storage tanks and fueling islands at four of our facilities and one leased facility
has below-ground bulk fuel storage tanks. A small percentage of our freight consists of low-grade hazardous
substances, which subjects us to a wide array of regulations. Although we have instituted programs to monitor and
control environmental risks and promote compliance with applicable environmental laws and regulations, if we are
involved in a spill or other accident involving hazardous substances, if there are releases of hazardous substances we
transport, or if we are found to be in violation of applicable laws or regulations, we could be subject to liabilities,
including substantial fines or penalties or civil and criminal liability, any of which could have a materially adverse
effect on our business and operating results.

Regulations limiting exhaust emissions became effective in 2002 and became progressively more restrictive in 2007
and January 2010. Engines manufactured after October 2002 generally cost more, produce lower fuel mileage, and
require additional maintenance compared with earlier models. Of our existing tractor fleet, 97.3% are equipped with
the 2007 and 2010 emission standard engines. These adverse effects, combined with the uncertainty as to the
reliability of the newly designed diesel engines and the residual values of these vehicles, could increase our costs or
otherwise adversely affect our business or operations.

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

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

Seasonality and the impact of weather affect our operations and profitability.

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

We are subject to risk with respect to prices for new tractors. Prices may increase, among other reasons, due to
government regulations applicable to newly manufactured tractors and diesel engines and due to commodity prices
and pricing power among equipment manufacturers. More restrictive Environmental Protection Agency, or EPA,
emissions standards that began in 2002 with additional new requirements implemented in 2007 and January 2010 have
required vendors to introduce new engines. Our business could be harmed if we are unable to continue to obtain an
adequate supply of new tractors and trailers. As of December 31, 2011, approximately 97.3% of our tractor fleet was
comprised of tractors with engines that met the EPA mandated clean air standards that became effective in 2007 and
2010. Tractors that meet the 2007 and 2010 standards are more expensive than non-compliant tractors, and we expect
to continue to pay increased prices for equipment as we continue to increase the percentage of our fleet that meets the
EPA mandated clean air standards. Further, as with any engine redesign, there is a risk that the newly-designed
engines will have unforeseen problems that could adversely impact our business.

In addition, a decreased demand for used revenue equipment could adversely affect our business and operating
results. We rely on the sale and trade-in of used revenue equipment to partially offset the cost of new revenue
equipment. The market demand for used equipment has been difficult to forecast and, although our equipment
disposal schedule may fluctuate, we currently expect the market demand and gains on disposal in 2012 to remain at
levels similar to those of 2011. When the used equipment market is weak, it may increase our net capital expenditures
for new revenue equipment, decrease our gains on sale of revenue equipment (or create a loss on sale of revenue
equipment), or increase our maintenance costs if management decides to extend the use of revenue equipment in a
depressed market, any of which could have a material adverse effect on our operating results.

We depend on third parties, particularly in our brokerage and rail intermodal businesses, and service instability from
these providers could increase our operating costs and reduce our ability to offer brokerage and rail intermodal
services, which could adversely affect our revenue, results of operations and customer relationships.

Our brokerage business is dependent upon the services of third-party capacity providers, including other truckload
carriers. These third-party providers seek other freight opportunities and may require increased compensation in times
of improved freight demand or tight trucking capacity. Our inability to secure the services of these third parties, or
increases in the prices we must pay to secure such services, could have an adverse effect on our operations and
profitability.

Our rail intermodal business utilizes railroads and some third-party drayage carriers to transport freight for our
customers. In most markets, rail service is limited to a few railroads or even a single railroad. Any reduction in
service by the railroads with which we have or in the future may have relationships is likely to increase the cost of the
rail-based services we provide and reduce the reliability, timeliness, and overall attractiveness of our rail-based
intermodal services. Furthermore, railroads increase shipping rates as market conditions permit. Price increases could
result in higher costs to our customers and reduce or eliminate our ability to offer intermodal services. In addition, we
may not be able to negotiate additional contracts with railroads to expand our capacity, add additional routes, or obtain
multiple providers, which could limit our ability to provide this service.
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Item 1B. UNRESOLVED STAFF COMMENTS

There are no unresolved written SEC staff comments regarding our periodic or current reports under the Securities
Exchange Act of 1934 received 180 days or more before the end of the fiscal year to which this annual report on Form
10-K relates.

Item 2. PROPERTIES

Our executive offices and headquarters are located on approximately 104 acres in Van Buren, Arkansas. This facility
consists of approximately 117,000 square feet of office, training, SCS and driver facilities and approximately 30,000
square feet of maintenance space within two structures. The facility also has approximately 11,000 square feet of
warehouse space and two other structures with approximately 22,000 square feet of office and warehouse space which
is leased to another party.

Our network consists of 22 facilities, which includes SCS offices and one terminal facility in Laredo, Texas, which is
one of the largest inland freight gateway cities between the U.S. and Mexico, operated by a wholly-owned subsidiary,
International Freight Services, Inc. We are actively seeking locations for additional facilities as we transition our
business model to a shorter length of haul. As of December 31, 2011, our terminal, SCS and administrative facilities
were located in or near the following cities:

Driver Dispatch ~ Own or

Shop Facilities Fuel Office Lease
Terminal facilities:
Van Buren, Arkansas Yes Yes Yes Yes Own
West Memphis, Arkansas Yes Yes Yes No Own/Lease
Chicago, Illinois Yes Yes No No Lease
Vandalia, Ohio Yes Yes Yes No Own
Spartanburg, South Yes Yes No No Own
Carolina
Laredo, Texas Yes Yes No No Own/Lease
Roanoke, Virginia Yes Yes Yes No Lease
Denton, Texas Yes No No No Lease
Atlanta, Georgia Yes Yes Yes No Lease
Phoenix, Arizona Yes Yes No No Lease
SCS facilities:
Springdale, Arkansas No No No Yes Lease
Peoria, Arizona No No No Yes Lease
College Park, Georgia No No No Yes Lease
Post Falls, Idaho No No No Yes Lease
Godfrey, Illinois No No No Yes Lease
Madison, Illinois No No No Yes Lease
Naperville, Illinois No No No Yes Lease
Plano, Texas No No No Yes Lease
Buffalo, New York No No No Yes Lease
Clearwater, Florida No No No Yes Lease
Roseville, California No No No Yes Lease
Van Buren, Arkansas Yes Yes Yes Yes Own
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Administrative facilities:
Burns Harbor, Indiana No No No Yes Lease

On January 6, 2012, we leased a terminal facility in Carlisle, Pennsylvania for a term of three years. The facility
contains a shop, driver facilities and office space.

On February 24, 2012, the Company leased office space for a new brokerage location in Salt Lake City, Utah for a
term of two years.

18

37



Edgar Filing: USA TRUCK INC - Form 10-K

ItemLEGAL PROCEEDINGS
3.

We are a party to routine litigation incidental to our business, primarily involving claims for personal injury and
property damage incurred in the transportation of freight. Though we believe these claims to be routine and
immaterial to our long-term financial position, adverse results of one or more of these claims could have a material
adverse effect on our financial position, results of operations or cash flow.

On July 2, 2010, a former driver team member, filed a lawsuit against us titled Hermes Cerdenia v. USA Truck, Inc. in
the Superior Court of the State of California for the County of San Bernardino, alleging various violations of the
California Labor Code and seeking certification of the suit as a class action to include “all individuals currently and
formerly employed in California as drivers, or other similarly titled positions.” We successfully removed the case to
the United States District Court, Central District of California and filed an answer denying the plaintiff’s allegations.
The lawsuit sought monetary damages for the alleged violations. In February 2011, we negotiated settlement of the
lawsuit through mediation subject to the District Court’s review and approval. Such approval of the $250,000
settlement was received in October 2011. We had fully accrued the agreed upon settlement amount during the second
quarter of 2011 and the amount was paid during November 2011.

On July 28, 2008, a former commission sales agent, Mr. William Blankenship (“Blankenship”), filed an action in the
United States District Court, Western District of Arkansas entitled William Blankenship, Jr. v. USA Truck, Inc.,
asking the court to set aside a previously consummated settlement agreement between the parties. The matter was
dismissed by the District Court based upon our Motion to Dismiss, but was later reinstated by the 8th Circuit Court of
Appeals and set for trial in the United States District Court in Fort Smith, Arkansas. In October 2011, the trial was
held in the United States District Court and the jury returned a verdict in our favor on all counts and determined that
we had no additional liability in this matter. On December 13, 2011, the Court entered an order awarding us costs and
attorney’s fees incurred in defending the case totaling approximately $0.2 million. Blankenship has now filed a notice
that he intends to appeal the matter.

ItemMINE SAFETY
4. DISCLOSURES

None.
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