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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

[Mark one]
[ X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2004
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission file number 0-14690

WERNER ENTERPRISES, INC.

(Exact name of registrant as specified in its @rart

NEBRASKA 47-0648386
(State or other jurisdiction of (LR.S. Emplo yer ldentification No.)
incorporation or organization)

14507 FRONTIER ROAD
POST OFFICE BOX 45308
OMAHA, NEBRASKA 68145-0308 (402) 895-6640

(Address of principal (Zip Code)(Registr ant's telephone number,
executive offices) including area code)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags.

Yes X No
Indicate by check mark whether the registrant in@selerated filer (as defined in Rule 12b-2 offixehange Act).
Yes X No

As of October 31, 2004, 78,867,861 shares of thistrant's common stock, par value $.01 per shegee outstanding.
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PART |
FINANCIAL INFORMATION
Iltem 1. Financial Statements.

The interim consolidated financial statements doethherein reflect all adjustments which, in tipgngon of management, are necessary for a
fair statement of the financial condition, resaitoperations, and cash flows for the periods preesk The interim consolidated financial
statements have been prepared in accordance withgtructions to Form 10-Q and do not includetalinformation and footnotes required
by accounting principles generally accepted inUhded States of America for complete financiatestaents.

Operating results for the three-month and nine-mpetiods ended September 30, 2004, are not neitgdsdicative of the results that may
be expected for the year ending December 31, 28G4e opinion of management, the information sethfin the accompanying consolida
condensed balance sheets is fairly stated in dmahrespects in relation to the consolidatedbed sheets from which it has been derived.

These interim consolidated financial statementsishibe read in conjunction with the Company's ArdrReport on Form 10-K for the year
ended December 31, 2003.



WERNER ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

Operating revenues $

Operating expenses:
Salaries, wages and benefits
Fuel
Supplies and maintenance
Taxes and licenses
Insurance and claims
Depreciation
Rent and purchased transportation
Communications and utilities
Other

Total operating expenses

Operating income

Other expense (income):
Interest expense
Interest income
Other

Total other expense (income)

Income before income taxes

Income taxes

Net income $

Diluted shares outstanding

Diluted earnings per share $

Dividends declared per share

Three Months Ended
September 30

(Unaudited)
425,409 $ 368,034

136,977 131,094
55,245 38,119
33,564 32,568
26,699 25,806
17,663 18,446
36,514 33,708
74,617 52,396
4,863 4,340
(243)  (1,171)

5 279
(710) (430)
47

24,299 $ 20,516

79,044 80,012

31 $ .26

80,573 81,932

30 $ .25

.035 $ .025




WERNER ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

Operating revenues $

Operating expenses:
Salaries, wages and benefits
Fuel
Supplies and maintenance
Taxes and licenses
Insurance and claims
Depreciation
Rent and purchased transportation
Communications and utilities
Other

Total operating expenses

Operating income
Other expense (income):
Interest expense

Interest income
Other

Total other expense (income)

Income before income taxes

Income taxes

Net income

Diluted shares outstanding

Diluted earnings per share

Dividends declared per share

Nine Months Ended
September 30

(Unaudited)
1,222,804 $1,077,532

404,585 382,042
151,102 120,252
101,260 91,036
81,639 77,362
57,192 55,468
107,143 99,410
208,968 157,439
13,861 12,315
(2,306)  (1,079)

11 867
(1,796)  (1,212)
139 84

$61,487 $52,214

79,290 79,849

$ 78 $ .65

80,939 81,703

$ 095 $ .065




WERNER ENTERPRISES, INC.
CONSOLIDATED CONDENSED BALANCE SHEETS

(In thousands, except share amounts) Se ptember 30 December 31
2004 2003
( Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 105,489 $ 101,409
Accounts receivable, trade, less allowance of
$7,893 and $6,043, respectively 182,014 152,461
Other receivables 13,446 8,892
Inventories and supplies 9,347 9,877
Prepaid taxes, licenses and permits 4,093 14,957
Other current assets 24,751 17,691
Total current assets 339,140 305,287
Property and equipment 1,336,606 1,261,252
Less - accumulated depreciation 500,011 455,565
Property and equipment, net 836,595 805,687
Other non-current assets 10,839 10,553
$ 1,186,574 $1,121,527

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 44,793 $ 40,903
Insurance and claims accruals 57,960 55,201
Accrued payroll 19,217 15,828
Current deferred income taxes 15,826 15,151
Other current liabilities 18,389 15,392
Total current liabilities 156,185 142,475
Insurance and claims accruals, net of current
portion 81,301 71,301
Deferred income taxes 203,756 198,640

Commitments and contingencies
Stockholders' equity:
Common stock, $.01 par value, 200,000,000
shares authorized; 80,533,536 shares
issued; 78,854,525 and 79,714,271 shares

outstanding, respectively 805 805
Paid-in capital 108,563 108,706
Retained earnings 667,984 614,011
Accumulated other comprehensive loss (1,028) (837)
Treasury stock, at cost; 1,679,011 and 819,265

shares, respectively (30,992) (13,574)

Total stockholders' equity 745,332 709,111

$ 1,186,574 $1,121,527




WERNER ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Deferred income taxes
Gain on disposal of property and equipment
Tax benefit from exercise of stock options
Other long-term assets
Insurance claims accruals, net of current
portion
Changes in certain working capital items:
Accounts receivable, net
Other current assets
Accounts payable
Other current liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Additions to property and equipment
Retirements of property and equipment
Decrease in notes receivable

Net cash used in investing activities

Cash flows from financing activities:
Dividends on common stock
Payment of stock split fractional shares
Repurchases of common stock
Stock options exercised

Net cash used in financing activities

Effect of exchange rate fluctuations on cash
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period $

Supplemental disclosures of cash flow information:

Cash paid during the period for:
Interest $
Income taxes $
Supplemental schedule of non-cash investing
activities:
Notes receivable issued upon sale of revenue
equipment $

Nine Months Ended
September 30

(Unaudited)

61,487 $52,214

107,143 99,410
5791  (2,170)
(7,067)  (4,958)
1,368 2,678
453 (299)

10,000 15,500

(29,553)  (18,240)
(220)° 8,421
3,800  (12,640)
8377 17,831

(206,143)  (94,261)
71,949 38,608
2,471 1,324

(6,746)  (4,467)
- 9)
(21,591)  (8,518)
2,662 5,839

(191) (324)
4,080 95,939
101,409 29,885

105,489  $125,824

1  $ 867
33,854 $20,732

3,210 $ 1,388



WERNER ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) Comprehensive Income

Other than its net income, the Company's only otberce of comprehensive income (loss) is foreigmenicy translation adjustments. Other
comprehensive income (loss) from foreign curremapdlation adjustments was ($13) and ($376) (inghads) for the three-month periods
and ($191) and ($324) (in thousands) for the niwedim periods ended September 30, 2004 and 20Q&:ateely.

(2) Long-Term Debt

As of September 30, 2004, the Company has twotdiadlities with banks totaling $75 million whiaxpire May 16, 2006 and October 22,
2005 and bear variable interest based on the Lohtterbank Offered Rate (LIBOR), on which no boriogs were outstanding. As of
September 30, 2004, the credit available pursweatiitese bank credit facilities is reduced by $38ilion in letters of credit the Company
maintains. Each of the debt agreements requirengrather things, that the Company maintain a mimmoonsolidated tangible net worth
and not exceed a maximum ratio of total funded tielearnings before interest, income taxes, degtieoi, amortization and rentals payable
as defined in the credit facility. While the Compdrad no borrowings pursuant to these credit tailias of September 30, 2004, the
Company was in compliance with these covenantgjptethber 30, 2004.

(3) Commitments and Contingencies
As of September 30, 2004, the Company has commitniennet capital expenditures of approximatelg 3 million.

On July 29, 2004 and October 25, 2004, the Compasyserved with complaints naming it and othemedsndants in two lawsuits
stemming from a multi-vehicle accident that occdrire February 2004. The lawsuits were filed in SigreCourt of the State of California,
County of San Bernardino, Barstow District and saekinspecified amount of compensatory damagesCohgany brokered a shipment to
an independent carrier with a satisfactory safaeting which was then involved in the accident, lisg in four fatalities and multiple persol
injuries. It is possible that additional lawsuitayrbe filed by other parties involved in the acotddhe Company's Broker-Carrier Agreement
with the independent carrier provides for the eartd indemnify the Company for any loss arising @for in connection with the
transportation of property under the contract. Toenpany also has a certificate of liability inswrarfirom the carrier indicating that it has
insurance coverage of up to $2 million per occweetror the policy year ended August 1, 2004, the@any's primary liability insurance
policies for coverage ranging up to $10 million pecurrence have various annual aggregate levéishilfty for all accidents totaling $9
million that is the responsibility of the Comparsgeé discussion of insurance aggregates on pageder Bart |, Item 2 of this Form 10-Q).
Amounts in excess of $10 million are covered umemium-based policies to coverage levels that gemeant considers adequate. As such,
the potential exposure to the Company ranges fiono $9 million. The lawsuits are currently in ttiscovery phase. The Company plans to
vigorously defend the suits, and the amount of @ossible loss to the Company cannot currently bsmased. However, the Company
believes an unfavorable outcome in these lawstiitsjere to occur, would not have a material iropan the Company's financial position.
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In addition to the litigation noted above, the Camyp is engaged in routine litigation in the ordinaourse of its business operations, none of
which is expected to have a material adverse imgadthe results of operations or financial conditad the Company.

(4) Earnings Per Share

A reconciliation of the numerator and denominafdoasic and diluted earnings per share is showovbeCommon stock equivalents
represent the dilutive effect of outstanding stopkions for all periods presented.

(in thousands, excep t per share amounts)
Three Months Ended Nine Months Ended
September 30 September 30
2004 2003 2004 2003
Net income $ 24,299 $ 20,516 $ 61,487 $ 52,214
Average common shares
outstanding 79,044 80,012 79,290 79,849
Common stock equivalents 1,529 1,920 1,649 1,854
Diluted shares outstanding 80,573 81,932 80,939 81,703
Basic earnings pershare $ .31$ .26 $ .78% .65
Diluted earnings per share $ .30$ .25 $ .76% .64

There were no options to purchase shares of consteak which were outstanding during the periodscamigd above, but excluded from the
computation of diluted earnings per share becawseption purchase price was greater than the geemarket price of the common shares.

(5) Stock Based Compensation

At September 30, 2004, the Company has a nongeabtiock option plan. The Company did not grantstogk options during the three-
month periods ended September 30, 2004 and 20@3Cdmpany granted 787,000 stock options duringnite-month period ended
September 30, 2004 and none during the nine-maribgpended September 30, 2003. The Company apbbdstrinsic value based method
of Accounting Principles Board (APB) Opinion No., Zccounting for Stock Issued to Employees, andteel interpretations in accounting
for its stock option plan. No stock-based employ@@pensation cost is reflected in net income, lagptilons granted under the plan had an
exercise price equal to the market value of theedgithg common stock on the date of grant. The Camyfs pro forma net income and
earnings per share would have been as indicatesvield the fair value of all option grants beenrghd to salaries, wages, and benefits in
accordance with SFAS No. 123, Accounting for StBelsed Compensation.
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(in thousands, except
Three Months Ended
September 30

Net income, as reported $ 24,299 $ 20,516

per share amounts)
Nine Months Ended
September 30

$ 61,487 $ 52,214

Less: Total stock-based
employee compensation
expense determined under
fair value based method
for all awards, net of
related tax effects 595 629 1,506 1,887

Net income, pro forma $ 23,704 $ 19,887 $ 59,981 % 50,327

Earnings per share:

Basic - as reported $ 31% .26 $ .78% .65
Basic - pro forma $ 30% .25 $ .76% .63
Diluted - as reported $ .30$ .25 $ .76% .64
Diluted - pro forma $ 29% 24 $ 74% .62

The maximum number of shares of common stock ttzgt Ipe optioned under the Stock Option Plan is ZD@ shares, and the maximum
aggregate number of options that may be grantadymne person is 2,562,500 options.

(6) Segment Information

The Company has two reportable segments - Truckloandsportation Services and Value Added Servitks.Truckload Transportation
Services segment consists of five operating fldetshave been aggregated since they have sincitenoenic characteristics and meet the ¢
aggregation criteria of SFAS No. 131. The mediunetg haul Van fleet transports a variety of consgmon-durable products and other
commodities in truckload quantities over irregulauites using dry van trailers. The Regional shartlieet provides comparable truckload
van service within five geographic areas. The Edtand Temperature-Controlled fleets provide troaétIservices for products with
specialized trailers. The Dedicated Services fieevides truckload services required by a speciimpany, plant, or distribution center.
Revenues for the Truckload Transportation Senseggnent include a small amount of non-trucking meres, representing the portion of
shipments delivered to or from Mexico where the @any utilizes a third-party carrier and revenuesegeated in a few dedicated accounts
where the services of third-party carriers are usadeet customer capacity requirements.

The Value Added Services segment, which generhgemgjority of the Company's non-trucking revengpesyides freight brokerage,
intermodal services, and freight transportation agement. Value Added Services was identified amaareportable segment as of June 30,
2004. The 2003 and 2004 amounts shown in the faligwable have been reclassified to account focttenge in composition of the
Company's reportable segments.

The Company generates other revenue related tbphaity equipment maintenance, equipment leasimdypther business activities. None of
these operations meet the quantitative threshplorti@g requirements of SFAS No. 131. As a resh#se operations are grouped in "Other"
in the table below. The Company does not prepgrarage balance sheets by segment and, as a sssdts are not separately identifiable by
segment. The Company has no significant intersegsades or expense

9



Three Months Ended
September 30

2004 2003
Truckload Transportation
Services $ 381,620 $ 342,843
Value Added Services 41,174 22,129
Other 1,624 1,387
Corporate 991 1,675
Total $ 425,409 $ 368,034

Operating

Three Months Ended
September 30

2004 2003
Truckload Transportation
Services $ 38,059% 32,663
Value Added Services 1,310 68
Other 572 161
Corporate (431) (164)
Total $ 39,510$% 32,728

10

transactions that would result in adjustments resrggo eliminate amounts between the Companylssets.

The following tables summarize the Company's seginéormation (in thousands of dollars):

ues
Nine Months Ended
September 30

$ 1,101,844 $ 1,009,319
113,527 60,837
4,684 3,758
2,749 3,618

$ 1,222,804 $ 1,077,532

Income
Nine Months Ended
September 30

$ 96,393$ 82,710
3,408 227
1,821 694
(2,262)  (344)

$ 99,360% 83,287




Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

This report contains historical information, as el forward- looking statements that are baseifmnmation currently available to the
Company's management. The forward-looking statesremet made pursuant to the safe harbor provisibtedrivate Securities Litigation
Reform Act of 1995. The Company believes the assiomp underlying these forward- looking statememtsreasonable based on
information currently available; however any of essumptions could be inaccurate, and therefotrealaesults may differ materially from
those anticipated in the forward-looking statemasts result of certain risks and uncertaintiegsélrisks include, but are not limited to,
those discussed in the section of this Item edtitforward-Looking Statements and Risk Factors"iaritem 7, "Management's Discussion
and Analysis of Results of Operations and Finar€@ldition”, of the Company's Annual Report on FA®rK for the year ended December
31, 2003. Caution should be taken not to place emdliance on forward-looking statements made heséice the statements speak only as
of the date they are made. The Company undertakebligation to publicly release any revisions iy éorward-looking statements
contained herein to reflect events or circumstaaftes the date of this report or to reflect thewcence of unanticipated events.

Overview:

The Company operates in the truckload sector ofrtreking industry, with a focus on transportingisomer nondurable products that ship
more consistently throughout the year. The Comgagwyccess depends on its ability to efficiently aggmnits resources in the delivery of
truckload transportation and logistics servicegg@ustomers. Resource requirements vary withooost demand, which may be subject to
seasonal or general economic conditions. The Coygpability to adapt to changes in customer trartggion requirements is a key element
in efficiently deploying resources and in makingital investments in tractors and trailers. Althbuge Company's business volume is not
highly concentrated, the Company may also be aftkby the financial failure of its customers opsd of a customer's business from time-to-
time.

Operating revenues consist of trucking revenuesmed by the five operating fleets in the Truckldaansportation Services segment
(medium/long-haul van, dedicated, regional shotthhidatbed, and temperature-controlled) and naigking revenues generated primarily by
the Company's Value Added Services (VAS) segmédmt. Gompany's Truckload Transportation Services segaiso includes a small
amount of non- trucking revenues for the portiostipments delivered to or from Mexico where itipgis a third-party carrier, and for a few
of its dedicated accounts where the services olharty carriers are used to meet customer capajuirements. Non-trucking revenues
reported in the operating statistics table incltitese revenues generated by the VAS segment, Aasvible non-trucking revenues generated
by the Truckload Transportation Services segmeanicking revenues accounted for 89% of total opegatevenues in third quarter 2004, and
non-trucking and other operating revenues accouotetil %.

Trucking services typically generate revenue oerarpile basis. Other sources of trucking revengtuidte fuel surcharges and accessorial
revenue such as stop charges, loading/unloadingetiaand equipment detention charges. Becaussutetarge revenues fluctuate in
response to changes in the cost of fuel, thesenuegeare identified separately within the operasitagistics table and are excluded from the
statistics to provide a more meaningful comparisetween periods. Non-trucking revenues generatedflaet whose operations are part of
the Truckload Transportation Services segmentrenleded in non-trucking revenue in the operatiragistics table so that the revenue
statistics in the table are calculated using oméyrevenues generated by the Company's truckskéyhstatistics used to evaluate trucking
revenues, excluding fuel surcharges, are revenugymk per week, the per-mile rates charged toocners, the average monthly miles
generated per tractor, the percentage of emptysnihe average trip length, and the number ofdradh service. General economic
conditions, seasonal freight patterns in the tnughkndustry, and industry capacity are key factbat impact these statistics.
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The Company's greatest resource requirements cjudlified drivers, tractors, trailers, and rafiatests of operating its equipment (such as
fuel and related fuel taxes, driver pay, insuraacel supplies and maintenance). The Company hesib@ly been successful mitigating its
risk to increases in fuel prices by recovering tiddal fuel surcharges from its customers, howethgre is no assurance that current recovery
levels will continue in future periods. Assuminggess remain at current levels for the remainddpofth quarter 2004, the negative impact of
changing fuel prices on earnings for fourth qua2@d4 compared to fourth quarter 2003 is estimadduzk approximately five cents to seven
cents per share. The Company's financial resudtsilap affected by availability of drivers and tharket for new and used trucks. Becaust
Company is self-insured for cargo, personal injarnyg property damage claims on its trucks and fmkers' compensation benefits for its
employees (supplemented by premium-based covetaye &ertain dollar levels), financial results nadso be affected by driver safety,
medical costs, the weather, the legal and regylaovironment, and the costs of insurance covet@geotect against catastrophic losses.

A common industry measure used to evaluate thetgipdity of the Company and its trucking operatiitepts is the operating ratio (operating
expenses expressed as a percentage of operatamgies). The most significant variable expensedradct the trucking operation are dri
salaries and benefits, payments to owner-operétaisided in rent and purchased transportation es@g fuel, fuel taxes (included in taxes
and licenses expense), supplies and maintenanténsurance and claims. These expenses generajlyoaaed on the number of miles
generated. As such, the Company also evaluates tlosss on a per-mile basis to adjust for the irnpa¢he percentage of total operating
revenues caused by changes in fuel surcharge resema non-trucking revenues. As discussed fuithitbie comparison of operating results
for third quarter 2004 to third quarter 2003, saVérdustry-wide issues, including the new hourserfvice regulations, a challenging driver
recruiting market, and rising fuel prices, couldi®a costs to increase in future periods. The Cogipamain fixed costs include depreciation
expense for tractors and trailers and equipmeean$img fees (included in taxes and licenses expeDspreciation expense has been affected
by the new engine emission standards that becdfeetieé in October 2002 for all newly purchaseaksiwhich have increased truck
purchase costs over the last two years. The trgaqerations require substantial cash expendifordsactors and trailers. The Company has
maintained a three-year replacement cycle for coryqoavned tractors. These purchases are fundedtlgash from operations, as the
Company repaid its last remaining debt in Decen2063.

Non-trucking services provided by the Company, pritgahirough its VAS division, include freight brolage, intermodal, freight
transportation management, and other servicesk&iiie Company's trucking operations, the non-ingckperations are less asset-intensive
and instead are dependent upon information systgumadified employees, and the services of othedtparty providers. The most significant
expense item related to these non-trucking senigctg cost of transportation paid by the Compantpird-party providers, which is
recorded as rent and purchased transportation sgp€ther expenses include salaries, wages anfitbem®l systems-related depreciation.
The Company evaluates the non- trucking operatigneviewing the gross margin percentage (revetasssrent and purchased
transportation expense expressed as a percentagecoiues) and the operating ratio. The operattigs for the non- trucking business are
generally higher than those of the trucking operegiresulting in lower operating margins, but #ieims on assets are higher.
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Results of Operations:

The following table sets forth certain industryale¢garding the freight revenues and operatiotiseo€ompany for the periods indicated.

Three Months Ended Nine Months Ended

September 30 % September 30 %

2004 2003 C hange 2004 2003 Change
Trucking revenues, net of
fuel surcharge (1) $348,408 $327,071 6.5% $1,020,107 $955,004 6.8%
Trucking fuel surcharge
revenues (1) 29,625 13,608 1 17.7% 71,612 47,108 52.0%
Non-trucking revenues,
including VAS (1) 45,051 25,028 80.0% 123,944 69,031 79.5%
Other operating revenues (1) 2,325 2,327 (0.1%) 7,141 6,389 11.8%

Operating revenues (1) $425,409 $368,034 15.6% $1,222,804 $1,077,532 13.5%

Operating ratio

(consolidated) (2) 90.7% 91.1% (0.4%) 91.9% 92.3% (0.4%)
Average monthly miles per

tractor 10,186 10,288 (1.0%) 10,158 10,148 0.1%
Average revenues per total

mile (3) $1.357 $1.281 59% $1.325 $1.267 4.6%
Average revenues per loaded

mile (3) $1.528 $1.436 6.4% $1.494 $1.418 5.4%
Average percentage of empty

miles 11.20% 10.82% 3.5% 11.30%  10.65% 6.1%
Average trip length in

miles (loaded) 580 612 (5.2%) 583 638 (8.6%)
Total miles (loaded and

empty) (1) 256,726 255,382 0.5% 770,063 754,100 2.1%
Average tractors in service 8,401 8,275 1.5% 8,423 8,257 2.0%
Average revenues per truck

per week (3) $3,190 $3,041 4.9%  $3,105 $2,966 4.7%
Total tractors (at quarter

end)

Company 7,535 7,400 7,535 7,400

Owner-operator 940 925 940 925

Total tractors 8,475 8,325 8,475 8,325

Total trailers (at quarter

end) 22,950 22,110 22,950 22,110
(1) Amounts in thousands.
(2) Operating expenses expressed as a percentag e of operating revenues.

Operating ratio is a common measure in the tr ucking industry used to

evaluate profitability.
(3) Net of fuel surcharge revenues.

The following table sets forth the non-truckingeaues, operating expenses, and operating inconteefdfAS segment. Other operating
expenses in the table for the VAS segment primanlysist of salaries, wages and benefits expen&B.also incurs smaller expense amounts
in the supplies and maintenance, depreciation,aedtpurchased transportation (excluding thirdypainsportation costs), communications
and utilities, and other operating expense categori

Three Months End ed Nine Months Ended
September 30 September 30
2004 2003 2004 2003
Value Added Services (amounts
in 000's)
Revenues $ 41,174 $ 22,1 29 $113,527 $ 60,837
Rent and purchased
transportation expense 37,318 20,5 48 102,877 56,516
Gross margin 3856 15 81 10,650 4,321
Other operating expenses 2,546 15 13 7,242 4,094
Operating income $ 1,310 $ 68 $ 3,408 $ 227
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Three Months Ended September 30, 2004 Compared tchfee Months Ended
September 30, 2003

Operating Revenues

Operating revenues increased 15.6% for the threghm@nded September 30, 2004, compared to the genioe of the prior year. Excluding
fuel surcharge revenues, trucking revenues incde@$86 due primarily to a 5.9% increase in revemeretotal mile, excluding fuel
surcharges, and a 1.5% increase in the averageamnohbractors in service, offset by a 1.0% deazeéasaverage monthly miles per tractor.
Revenue per total mile, excluding fuel surchargeseased due to customer rate increases, an irpravt in freight selection, and a 5.2%
decrease in the average loaded trip length dueoteth in the Company's dedicated and regionaldleBhe Company grew its dedicated fleet
by 750 trucks, from about one-quarter of the ttitadk fleet in third quarter 2003 to over one-thirfthe total truck fleet in third quarter 2004.
The majority of the growth in the dedicated fleetswffset by a decrease in the Company's mediulontphaul van fleet. Dedicated fleet
business tends to have lower miles per trip, adriginpty mile percentage, a higher rate per loadits] and lower miles per truck. The
growth in dedicated business had a correspondfegtedn these same operating statistics, as rapatteve, for the entire Company. During
third quarter 2004, the truckload freight econoroptnued to strengthen due to ongoing truck capagchstraints.

Beginning in August, the Company's sales and miadkééam met with customers to negotiate annuelirareases to recoup the significant
cost increases in fuel, driver pay, equipment,iasdrance and to improve margins. Much of the Camisacontractual business renews in
latter part of third quarter and fourth quarter.aAesult of these efforts, revenue per total nmi&,of fuel surcharges, rose almost four cents a
mile, or 3%, sequentially from second quarter 2@0third quarter 2004.

Fuel surcharge revenues, which represent collecfimm customers for the higher cost of fuel, iased from $13.6 million in third quarter
2003 to $29.6 million in third quarter 2004 duehtgher average fuel prices in third quarter 2002l 1€Esen the effect of fluctuating fuel pric
on the Company's margins, the Company collectssuidharge revenues from its customers. Theseagelprograms, which automatically
adjust weekly through fuel surcharge price brachkstfuel prices change, continued to be in effadnd third quarter 2004. The Company's
fuel surcharge program has historically enabledbmpany to recover a significant portion of thelfprice increases. Typical programs
specify a base price per gallon when surcharge®egim to be billed. Above this price, the Compaillg a surcharge rate per mile when the
price per gallon falls in a bracketed range of furites. When fuel prices increase, fuel surchargesup a lower percentage of the
incrementally higher costs due to the impact ofleguate recovery for empty miles not billable tetomers, out-of-route miles, truck idle
time, and "bracket creep". "Bracket creep" occungmvfuel prices approach the upper limit of theckeded range, but a higher surcharge rate
per mile cannot be billed until the fuel price gatlon reaches the next bracket. Also, the DOEeuprice used for surcharge contracts
changes once a week while fuel prices change megaiéntly. Because collections of fuel surchargpgally trail fuel price changes, rapid
fuel price increases cause a temporarily unfaveraffect of fuel prices increasing more rapidiyrtfiael surcharge revenues. This effect
typically reverses if fuel prices fall.

VAS revenues increased by 86.1% for the three nsosrtidled September 30, 2004, compared to the saiod péthe prior year. In addition,
VAS revenues grew 5.6% sequentially from secondtgqu2004 to third quarter 2004. Most of this revemgrowth came from the Company's
brokerage group within VAS. VAS revenues consighgarily of freight brokerage, intermodal, freigihdhsportation management, and other
services. The Company expects to continue to deggitan the sophisticated service, managementtenfthology advantages of its logistics
solution in an improving freight market. During ftlu quarter 2004, the Company expects to add sklvendred trailers to support trailer
capacity needs and offer tracking and tracing giamers in its growing intermodal operation.
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Operating Expenses

Operating expenses, expressed as a percentagerafiog revenues, were 90.7% for the three montted September 30, 2004, compare
91.1% for the three months ended September 30, B¥iause the Company's VAS business operatesavdtiver operating margin and a
higher return on assets than the trucking busirlesssubstantial growth in VAS business in thiréder 2004 compared to third quarter 2003
affected the Company's overall operating ratio. Sigaeificant increase in fuel expense and relatedl Surcharge revenues also affected the
operating ratio. If VAS rent and purchased trantgiimn expenses are offset against VAS revenuesumhdurcharge revenues are offset
against fuel expense, the Company's operating watidd be 170 basis points lower in third quart®®£2 and 90 basis points lower in third
quarter 2003.

The following table sets forth the cost per totdemf operating expense items for the TruckloadnBportation Services segment for the
periods indicated. The Company evaluates operatsts for this segment on a per-mile basis to affpushe impact on the percentage of
total operating revenues caused by changes irstueharge revenues, which provides a more consiséais for comparing the results of
operations from period to period.

Three Months Ended Incr ease Nine Months Ended Increase
September 30 (Decr ease) September 30 (Decrease)
2004 2003 per Mile 2004 2003 per Mile
Salaries, wages and
benefits $0.523 $0.506 $.0 17 $0.515 $0.499 $.016
Fuel 0.214 0.148 .0 66 0.195 0.159 .036
Supplies and maintenance  0.126 0.119 .0 07 0.126 0.115 .011
Taxes and licenses 0.104 0.101 .0 03 0.106 0.102 .004
Insurance and claims 0.069 0.072 (.0 03) 0.074 0.073 .001
Depreciation 0.140 0.131 .0 09 0.136 0.131 .005
Rent and purchased
transportation 0.145 0.125 .0 20 0.138 0.134 .004
Communications and
utilities 0.019 0.017 .0 02 0.018 0.016 .002
Other 0.000 (0.004) .0 04  (0.002) 0.000 (.002)

Owner-operator costs are included in rent and @geth transportation expense. Owner-operator mslespercentage of total miles were
13.2% in third quarter 2004 compared to 12.2% irdtquarter 2003. Owner- operators are indepenceamiactors who supply their own
tractor and driver and are responsible for thegrapng expenses including fuel, supplies and reaarice, and fuel taxes. This increase in
owner-operator miles as a percentage of total nsiéfsed costs to the rent and purchased trandporteategory from other expense
categories. The Company estimates that rent arahased transportation expense for the Truckloadspartation segment was higher by
approximately 1.0 cent per total mile due to thisr€ase, and other expense categories had offsettituctions on a total-mile basis, as
follows: salaries, wages and benefits (0.5 cefus),(0.2 cents), supplies and maintenance (0.f) caxes and licenses (0.1 cent), and
depreciation (0.1 cent). Over the past year, ditrg@nd retaining owner-operator drivers continteetle difficult due to the challenging
operating conditions.

Salaries, wages and benefits for non-drivers irseréan third quarter 2004 compared to third quad@f}3 to support the growth in the VAS
segment. The increase in salaries, wages and tepefimile of 1.7 cents for the Truckload Tran&gmion Services segment is primarily the
result of higher driver pay per mile and higherugrdealth insurance, offset by lower workers' congpgion and more owner-operator miles
as a percentage of total miles, as discussed aBwvAugust 1, the Company's previously announcedaent per mile pay raise became
effective for company solo drivers in its mediumldag-haul Van division. This increased the pappproximately one quarter of the
Company's drivers and increased salaries, wagebefits expense per total mile by 0.3 cents.
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The Company expects to recover a substantial podfighis pay raise through its customer rate iaseenegotiations, currently in process. As
a result of the new hours of service (HOS) regoletieffective at the beginning of 2004, the Companseased driver pay in the non-
dedicated fleets for multiple stop shipments. Aiddil revenue from increased rates per stop ofifeest of the increased driver pay. The
increase in dedicated business as a percentagtabfrticking business also contributed to thegase in driver pay per mile as dedicated
drivers are usually compensated at a higher ratenpe due to the lower average miles per truck laad the effect of increasing non-driver
salaries, wages and benefits on a per-mile basidalthe lower average miles per truck.

In recent months, the market for recruiting expezesl drivers tightened. The Company experiencathprovement in driver turnover since
announcing the two cent per mile pay raise desdritbmve, however, the market for recruiting driveatinued to be difficult in third quarter
2004. The Company instituted an optional per diemmbursement program for eligible company drivargpfoximately half of total non-
student company drivers) beginning in April 2004isTprogram increases a company driver's net paynje, after taxes. As a result, salar
wages, and benefits were slightly lower, and then@any's effective income tax rate was higher irdtuarter 2004 compared to the first
quarters of 2004. The Company expects the cosiegpér diem program to be neutral, because the ioechidriver pay rate per mile and per
diem reimbursement under the per diem programasitatine cent per mile lower than mileage pay withpmr diem reimbursement, which
offsets the Company's increased income taxes cdnystet nondeductible portion of the per diem. Peediem program increases driver
satisfaction through higher net pay per mile. Tloenpgany anticipates that the competition for quadifdrivers will continue to be high and
cannot predict whether it will experience shortaigethe future. If such a shortage was to occuradditional increases in driver pay rates
became necessary to attract and retain driver&ohngpany's results of operations would be negativepacted to the extent that
corresponding freight rate increases were not péthi

Fuel increased 6.6 cents per mile for the Trucklbahsportation Services segment due to highergeediesel fuel prices. Average fuel
prices in third quarter 2004 were 40 cents a galbo6%, higher than third quarter 2003, and wi&eents a gallon, or 12%, higher than
second quarter 2004. Prices increased 37 centtoa ffam the beginning to the end of third quai2e04, including a 10-cent per gallon
spike in the last full week of the quarter. Fugbense, after considering the amounts collected frastomers through fuel surcharge
programs, net of reimbursement to owner-operat@g,a three-cent negative impact on third qua@8d2arnings per share compared to
third quarter 2003 earnings per share. In additaihe increase in fuel prices, company data cagsro indicate that the fuel mile per gallon
(mpg) degradation for trucks with post-October 2808ines (35% of the Company fleet as of Septerd®eP004) is a reduction of
approximately 0.3 mpg to 0.5 mpg, or a 6% to 9%ucéidn in fuel efficiency. Shortages of fuel, inases in fuel prices, or rationing of
petroleum products can have a materially advefsetedn the operations and profitability of the Guany. The Company is unable to predict
whether fuel price levels will continue to increasedecrease in the future or the extent to whieh $urcharges will be collected from
customers. As of September 30, 2004, the Compathybaerivative financial instruments to reduceeitposure to fuel price fluctuations.

Diesel fuel prices for the month of October 200éraged 67 cents a gallon, or 74% higher than aedte prices for fourth quarter 2003.
Assuming prices remain at current levels for theaimder of fourth quarter 2004, the negative impdcthanging fuel prices on earnings for
fourth quarter 2004 compared to fourth quarter 280@%timated to be approximately five cents teesesents per share.

Supplies and maintenance increased 0.7 cents enmife basis in third quarter 2004 due primariyricreases in the cost of over-the-road
repairs and higher driver recruiting costs (inchgddriver advertising), driver travel and lodgiagd other costs.
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Taxes and licenses increased 0.3 cents on a petasis in third quarter 2004 due in part to tliectiof lower miles per truck on the fixed
portion of licensing costs.

Insurance and claims decreased 0.3 cents on mifeebasis due primarily to better overall claimxperience (lower average cost per claim
the current quarter.

For the policy year beginning August 2003, the Canys total premiums for liability insurance incsed by approximately $1.3 million. Tl
increase includes premiums for terrorism coverage. Company has been responsible for liabilitynskaup to $500,000, plus administrative
expenses, for each occurrence involving persofaljior property damage since August 1, 1992. Tomgany is also responsible for
varying annual aggregate amounts of liability flairns above $500,000 and below $10.0 million. ferpolicy year beginning August 1,
2003, these annual aggregate amounts total $18i6rmFor the policy year beginning August 1, 20€8 Company was responsible for
claims in excess of $3.0 million and less than $Billon, subject to an annual maximum aggregat®@0 million if several claims were to
occur in this layer. For claims in excess of $5iliom and less than $10.0 million, the Company wesponsible for the first $5.0 million of
claims. Liability claims in excess of $10.0 milliger claim, if they occur, are covered under premhased policies with reputable insurance
companies to coverage levels that management @ssadequate. The Company's primary liability insae policies for coverage up to
$10.0 million per claim renewed on August 1, 2004.

Effective August 1, 2004, the Company became resiptanfor the first $2.0 million per claim with amnual aggregate of $3.0 million for
claims between $2.0 million and $3.0 million, ahd Company became fully insured (i.e., no aggrédateclaims between $3.0 million and
$5.0 million. For claims in excess of $5.0 milliand less than $10.0 million, the Company is resiptam$or the first $5.0 million of claims.
The increased Company retention from $500,000 10 $#llion is due to changes in the trucking insuwr@ market and is similar to increased
claim retention levels experienced by other truaklgarriers. The Company maintains liability insue coverage with reputable insurance
carriers substantially in excess of the $10 millpe@n claim. Liability insurance premiums for thdipp year beginning August 1, 2004
decreased approximately $0.4 million on the higk&ntion level.

Depreciation expense for the Truckload TranspamaBervices segment increased 0.9 cents on a pebagis in third quarter 2004 due
primarily to higher costs of new tractors with {hast-October 2002 engines. The 1% lower miles geadrmper truck also contributed to the
increase in this fixed cost on a per-mile basis.

Rent and purchased transportation consists mafrgayments to owner-operators in the trucking ofi@na and payments to third-party
carriers in the VAS and other non-trucking operaidRrent and purchased transportation for the ToadkTransportation Services segment
increased 2.0 cents per total mile as higher friekp necessitated higher reimbursements to owperators for fuel and, to a lesser extent,
due to more owner-operator miles as a percentaggalfmiles. The Company's customer fuel surcharggrams do not differentiate
between miles generated by Company-owned trucksrdled generated by owner-operator trucks; thuesjrthrease in owner-operator fuel
reimbursements are included with Company fuel egpeiin calculating the per-share impact of higbel prices on earnings. The Company
has experienced difficulty recruiting and retainowgner-operators for over two years because olegihg operating conditions. However,
the Company has historically been able to add coyyosvned tractors and recruit additional companiyets to offset any decreases in
owner-operators. If a shortage of owner-operatodsa@mpany drivers was to occur and increasesrimpe settlement rates became
necessary to attract and retain owner-operataesCtmpany's results of operations would be nedstingacted to the extent that
corresponding freight rate increases were not pethiPayments to third-party carriers used foripostof shipments delivered
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to or from Mexico and by a few dedicated fleet#hia truckload segment contributed 0.3 cents ofdted per-mile increase.

As shown in the VAS statistics table at the begigrof this section, rent and purchased transportakpense for the VAS segment increased
in response to higher VAS revenues. These expemasgslirectly with changes in the volume of sergigenerated by the segment.

Other operating expenses increased 0.4 cents peimthird quarter 2004. Gains on sales of revesm@pment, primarily trucks, are
reflected as a reduction of other operating expeasd were $1.7 million in third quarter 2004 coneplao $2.3 million in third quarter 2003.
Gains decreased slightly due to higher costs tpgreethe equipment for sale. The Company's whmlyped subsidiary, Fleet Truck Sales,
16 truck sales locations throughout the UnitedeStat

The Company's effective income tax rate (incomegsaxpressed as a percentage of income before énzxs) increased from 37.5% for

the three-month period ended September 30, 2083.&% for the three-month period ended Septembe2(® due to an increase in non-

deductible expenses for tax purposes related torthkementation of a per diem pay program for stdkivers in fourth quarter 2003 and a
per diem pay program for eligible company driverg\pril 2004.

Nine Months Ended September 30, 2004 Compared to i Months Ended
September 30, 2003

Operating revenues increased by 13.5% for the mimeths ended September 30, 2004, compared to itine gariod of the previous year.
Excluding fuel surcharge revenues, trucking revsrioereased 6.8%, due primarily to a 4.6% incréasevenue per total mile excluding ft
surcharges, a 2.0% increase in the average nuriibractors in service, and a 0.1% increase in npkstruck. VAS revenues increased by
$52.7 million (86.6%), and fuel surcharge revenneseased by $24.5 million (52.0%).

Operating expenses, expressed as a percentagerating revenues, were 91.9% for the nine montde@september 30, 2004, compared to
92.3% for the same period of the previous year. Cbmpany's overall operating ratio was negativéfigcéed to a greater extent in the first
nine months of 2004 compared to the first nine mewf 2003 by higher non-trucking revenues anddridibel surcharge revenues. If VAS
rent and purchased transportation expenses aet affainst VAS revenues and fuel surcharge reveameesffset against fuel expense, the
Company's operating ratio would be 140 basis pdawer in the nine months ended September 30, 200480 basis points lower in the nine
months ended September 30, 2003.

Salaries, wages and benefits for non-drivers irsgeédo support the growth in the VAS segment. &sawages and benefits for the
Truckload Transportation Services segment increagedents on a per-mile basis due to higher daeeessorial and bonus pay and an
increase in dedicated business as dedicated davenssually compensated at a higher rate perdugeto the lower average miles per truck.
Fuel increased 3.6 cents per mile due to highdrfiees. Average fuel prices for the first ninemttts of 2004 were 22 cents a gallon, or 2
higher than the first nine months of 2003. Suppdied maintenance increased 1.1 cents per milecdnereases in the cost of over-the-road
repairs and higher driver recruiting costs (inchgddriver advertising), driver travel and lodgigd other costs. Depreciation increased 0.5
cents per mile due to higher costs of new tracsrthe Company replaces tractors with pre-Octod@2 2ngines with tractors that have the
new EPA-compliant engines at a higher cost. Redtfpamchased transportation for the Truckload Trartagtion Services segment increased
0.4 cents per mile as higher fuel prices necessithigher reimbursements to owner-operators fdr Rent and purchased transportation
expense for the VAS segment increased in resporsiglier VAS revenues. Other operating expense®dsed 0.2 cents per mile due to the
Company selling more used trucks to third parties r@cognizing additional gains, net of increasqueases to prepare the equipment for
sale. The Company's effective income tax rate Was%8 for the nine months ended September 30, Z0@8rate increased to 39.1% for
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the nine months ended September 30, 2004 (38.5%sbquarter 2004, 39.1% for second quarter 2@d, 39.5% for third quarter 2004)
related to the implementation of per diem pay paogs for student drivers and eligible company dever

Financial Condition:

During the nine months ended September 30, 20@4Ctmpany generated cash flow from operations 64 &1million, a 2.5% increase ($:
million) in cash flow compared to the same nmenth period a year ago. The increase in cashfflom operations is due primarily to a $1
decrease in the accounts payable for revenue eguipitom December 2002 to September 2003 comparad0.1 million decrease in the
accounts payable for revenue equipment from Dece@@8 to September 2004, offset by an increasedounts receivable caused by
higher revenue rates per mile and fuel surcharigebxersement and an increase in days sales in atxegeivable (primarily current
receivables). The accounts payable changes wemaply the result of the Company pre-buying trastioeginning in third quarter 2002 (as
explained in the next paragraph) which were paithieyend of first quarter 2003 and purchasing fewamtors during 2003 as a result of the
pre-buy. These changes in the accounts payabtefenue equipment resulted in an increase in dashffom operations between periods of
$17.1 million, and the increased accounts recedéveddiuced cash flow from operations by $11.3 mmllibhe cash flow from operations
enabled the Company to make net property additipmsarily revenue equipment, of $134.2 millionpuechase common stock of $21.6
million, and pay common stock dividends of $6.7limil. Based on the Company's strong financial pmsitmanagement foresees no
significant barriers to obtaining sufficient finang, if necessary.

Net cash used in investing activities for the -month period ended September 30, 2004 increas&d iy million from $54.3 million for th
nine-month period ended September 30, 2003 to $I8illion for the nine- month period ended Septen8ik 2004. The large increase was
due primarily to the Company's accelerated purchat&actors with pre- October 2002 engines inlaltter part of 2002 and purchasing
fewer tractors in 2003, including the first ninemtits. The Environmental Protection Agency (EPAuiegd all truck engines manufactured
after October 1, 2002 to comply with new enginessioin standards. In 2002, the Company purchasigghificant number of new trucks wi
engines manufactured prior to October 2002, intamdto the normal number of new trucks requiredtifie Company's three-year
replacement cycle. This pre- buy enabled the Compadelay the increased cost of using trucks wétv engines in its fleet by
approximately one year and provided for additideating time. The last group of pre-buy trucks waleeed into service during the third
quarter of 2003, resulting in increased purchasesibsequent quarters. As of September 30, 20poxdmately 35% of the compargwned
truck fleet consisted of trucks with new EPA-corapliengines compared to 10% at December 31, 2G@8pény data continues to indicate
that the fuel mile per gallon (mpg) degradatioa reduction of approximately 0.3 mpg to 0.5 mpga 6f46 to 9% reduction in fuel efficiency.
Also, depreciation expense is increasing due tdtieer cost of the new engines. The average agedfompany's truck fleet is 1.6 years at
September 30, 2004. The Company anticipates thageage of its truck fleet will continue to desein the last half of 2004 and intends to
fund the new truck purchases through existing cashand and cash flow from operations.

Management believes the Company's financial posatdSeptember 30, 2004 is strong. As of SepteBe2004, the Company has $105.5
million of cash and cash equivalents, no debt,&#45.3 million of stockholders' equity. As of Septeer 30, 2004, the Company has no
equipment operating leases, and, therefore haff#alance sheet equipment debt. The Company mas$82.4 million in letters of credit
as of September 30, 2004. These letters of creglp@marily required as security for insuranceigies. As of September 30, 2004, the
Company has $75.0 million of credit pursuant talgriacilities, on which no borrowings were outddarg. The credit available under these
facilities is reduced by the $32.4 million in le#ef credit.
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Regulations:

The Federal Motor Carrier Safety Administration (EBIA) of the U.S. Department of Transportation issadinal rule on April 24, 2003, th
made several changes to the regulations which gauneck drivers' hours of service (HOS). The nelgsibecame effective on January 4,
2004. Beginning in October 2003, Werner Enterpridaded testing the HOS with its drivers usingitsprietary Paperless Log System
software, modified for the new HOS rules. Thisitegtcombined with a comprehensive driver- trainimggram, helped to prepare the
Company for the HOS changes. Effective January 2B@4Company increased its accessorial chargasstomers for multiple stop
shipments and its rates for tractor detention. \Weafso raised its driver pay for multiple stoppshénts and unanticipated delays.

On April 13, 2004, oral arguments were heard befloeeUnited States Circuit Court of Appeals for Bistrict of Columbia on a lawsuit filed
by Public Citizen challenging the revised hourssefvice regulations that went into effect on Japda2004. On July 16, 2004, the U.S.
Circuit Court of Appeals for the District of Columalrejected the new hours of service rules forkmiivers, because it said the FMCSA had
failed to address the impact of the rules on ttathef drivers as required by Congress. In addjttbe judge's ruling noted other areas of
concern including the increase in driving hoursrfrb0 hours to 11 hours, the exception that allokixgeds to split their required rest periods,
the new rule allowing drivers to reset their 70-hdack to 0 hours after 34 consecutive hours atiydand the decision by the FMCSA not to
require the use of electronic onboard recordersdnitor driver compliance.

On September 30, 2004, the extension of the Fetylalvay bill signed into law by the President exted the current hours of service rules
for one year or whenever the FMCSA develops a retefsregulations, whichever comes first.

On September 21, 2004, the FMCSA approved Weraresmption for its paperless log system (electrboiars of service system) that mo
this exemption from the FMCSA-approved pilot pragréhat began in 1998 to permanent status. The ei@mip to be renewed every two
years. Werner is the only truckload carrier withagproved electronic hours of service system utijglobal positioning system technolog

Critical Accounting Policies:
The most significant accounting policies and estémahat affect our financial statements includefttlowing:

* Selections of estimated useful lives and salvagjaes for purposes of depreciating tractors aaitets. Depreciable lives of tractors and
trailers range from 5 to 12 years. Estimates ofaggd value at the expected date of trade-in or(falexample, three years for tractors) are
based on the expected market values of equipméiné giltme of disposal. The Company reviews its lowed assets for impairment whene
events or changes in circumstances indicate tleatdtlrying amount of a long-lived asset may natdeeverable. An impairment loss would
be recognized if the carrying amount of the longdi asset is not recoverable, and it exceedsiitgdhie. For long-lived assets classified as
held and used, if the carrying value of the longdi asset exceeds the sum of the future net casB,flt is not recoverable. Long-lived assets
classified as held for sale are reported at theetaf its carrying amount or fair value less cdstsell.

* Estimates of accrued liabilities for insurancel afaims for liability and physical damage lossed workers' compensation. The insurance
and claims accruals (current and long-term) arerckxd at the estimated ultimate payment amountsaentased upon individual case
estimates, including negative development, andnasés of
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incurred-but-not-reported losses based upon pa&rence. An actuary reviews the Company's seliransce reserves twice each year.

* Policies for revenue recognition. Operating reves (including fuel surcharge revenues) and relditedt costs are recorded when the
shipment is delivered. For shipments where a thady provider is utilized to provide some or dltloe service and the Company is the
primary obligor in regards to the delivery of themnent, establishes customer pricing separatein frarrier rate negotiations, generally has
discretion in carrier selection, and/or has cradk on the shipment, the Company records bothmess for the dollar value of services billed
by the Company to the customer and the costs eépartation paid by the Company to the third-partyvider as rent and purchased
transportation expense upon delivery of the shipgmarthe absence of the conditions listed abdwe Gompany records revenues net of
expenses related to third-party providers.

Management periodically evaluates these estimatgpalicies as events and circumstances changetiegwith the effects of the matters
discussed above, these factors may significanthachthe Company's results of operations from gedgoeriod.

Accounting Standards:

The Financial Accounting Standards Board (FASB)éssan exposure draft on March 31, 2004 addressiogunting for share-based
payments with the final statement expected to fieeid in the fourth quarter of 2004. The objectif/this proposed statement is to make one
accounting standard available for share-based patgntleat would require a company to recognizedfitancial statements the cost of
employee services received in exchange for valuadplity instruments issued, and liabilities incdrr® employees in share-based payment
transactions (e.g., stock options). For publicte#j the proposed statement would be applied paiisly for awards that are granted,
modified, or settled in any interim or annual pdrieginning after June 15, 2005. Additionally, palentities would recognize compensation
cost for any portion of awards granted or modistegr December 15, 1994, that is not yet vesteédeatlate the standard is adopted. If the
Company adopts the standard on July 1, 2005, itdMoel required to report in its financial statensethie share-based compensation expense
for the last six months of 2005 and may choosesethe modified retrospective application methocegiate results for the two earlier inte
periods. The FASB is encouraging companies to atth@pproposed statement early and begin recogn&ipgnse in the first quarter of 2005.
If the final statement is issued as proposed, mamagt anticipates that adopting the new statem#irtave a negative impact of
approximately one cent per share (two cents paeshthe modified retrospective application methi®dsed) for the year ending December
31, 2005, representing the expense to be recogfiaedJuly 1, 2005 through December 31, 2005 ferithvested portion of awards which
were granted prior to July 1, 2005.

Forward-Looking Statements and Risk Factors:

The following risks and uncertainties, as welllasse listed in Item 7 of the Company's Annual Repor-orm 10-K for the year ended
December 31, 2003, may cause actual results terdifaterially from those anticipated in the forwdodking statements included in this
Form 10-Q:

The Company is sensitive to changes in overall @eno conditions that impact customer shipping vadsnuture weakness in the economy
and consumer demand could result in reduced freigimand, which, in turn, would impact the Compagytsvth opportunities, revenues and
profitability. The Company is currently seekingqging increases from its customers to recoup theifsignt cost increases in fuel, driver pay,
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equipment and insurance and to improve margingh&@xtent these rate increases are not obtaimed@;dmpany's revenues and earnings
would be negatively affected.

At times, there have been shortages of driversoantker-operators in the trucking industry. Improvetria the general unemployment rate
can lead to further difficulty in recruiting andeation. The Company anticipates that the competifor drivers and owner-operators will
continue to be high and cannot predict whetheilitexperience shortages in the future. If suchertage was to occur and additional
increases in driver pay rates and owner-operattesent rates became necessary to attract arid tetaers and owner-operators, the
Company's results of operations would be negativepacted to the extent that corresponding freigte increases were not obtained.

Diesel fuel prices rose rapidly in second quar@£and continued to increase throughout thirdtgu&004. Prices have risen further in
October 2004. To the extent the Company cannotwezdbe higher cost of fuel through general custoimel surcharge programs, the
Company's results would be negatively impactedrtdges of fuel, further increases in fuel pricesabioning of petroleum products could
have a materially adverse impact on the operatmsprofitability of the Company.

As discussed above, the United States Circuit Gufulippeals for the District of Columbia vacatee thew hours of service regulations in
their entirety on July 16, 2004, and on SeptemBe2804, the current rules were extended for ay@mae-period or until the FMCSA develops
a new set of regulations. The Company cannot prediat rule changes will result from the court'sng, nor the extent of their effect on the
operations and profitability of the Company.

The Company self-insures for liability resultingrn cargo loss, personal injury, and property danasgeell as workers' compensation. This
is supplemented by premium-based insurance wigméied insurance companies above the Companyinsetnce level for each type of
coverage. To the extent that the Company was teréxce a significant increase in the number dfndathe cost per claim, or the costs of
insurance premiums for coverage in excess of ientimn amounts, the Company's operating resultddvoe negatively affected. In 2004,
Company was named a defendant in two lawsuitsee i@t an accident involving a third-party carrigattwas transporting a shipment
arranged by the Company's VAS division (see fo@rf8} Commitments and Contingencies in the Noté&aiesolidated Financial Statements
under Item 1 of this Form 10-Q). To the extent@wmmpany was to experience more of these typesaohsland the Company is held
responsible for liability for these types of claintse Company's results of operations could bethegia impacted.

Effective October 1, 2002, all newly manufactunegtk engines must comply with the engine emisstandards mandated by the
Environmental Protection Agency (EPA). As of Septem30, 2004, approximately 35% of the company-alngck fleet consisted of trucks
with new EPA-compliant engines. The Company hagg&pced an average 6% to 9% reduction in fuetiefiicy to date and increased
depreciation expense due to the higher cost ofi¢heengines. The Company anticipates continue@#ses in these expense categories as
regular tractor replacements increase the percemBgompany-owned trucks with new EPA-compliargiraes. A new set of standards
mandated by the EPA will become effective in 2007e Company is unable to predict the impact these negulations will have on its
operations, financial position, results of openagicand cash flows.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.
The Company is exposed to market risk from chamgesmmaodity prices.
Commodity Price Risk

The price and availability of diesel fuel are subj@ fluctuations due to changes in the levellobgl oil production, seasonality, weather, .
other market factors. Historically, the Company basn able to recover a majority of fuel price @ases from customers in the form of fuel
surcharges. The Company has implemented custorakesdtcharges programs with most of its revenue basffset most of the higher fuel
cost per gallon. The Company cannot predict thergxb which higher fuel price levels will continirethe future or the extent to which fuel
surcharges could be collected to offset such ima®aAs of September 30, 2004, the Company haerivative financial instruments to
reduce its exposure to fuel price fluctuations.

The Company conducts business in Mexico and Carfradtaign currency transaction gains and losses n@renaterial to the Company's
results of operations for third quarter 2004 aridrgreriods. To date, all foreign revenues are dgnated in U.S. dollars, and the Company
receives payment for freight services performebli@xico and Canada primarily in U.S. dollars to regléoreign currency risk. Accordingly,
the Company is not currently subject to materiatiign currency exchange rate risks from the effd@sexchange rate movements of foreign
currencies would have on the Company's future arsts future cash flows.

Iltem 4. Controls and Procedures.

As of the end of the period covered by this repbe, Company carried out an evaluation, under tipersision and with the participation of
the Company's management, including the Comparhief Executive Officer and Chief Financial Officerf,the effectiveness of the design
and operation of the Company's disclosure connotsprocedures, as defined in Exchange Act Rulelb%e). Based upon that evaluation,
the Company's Chief Executive Officer and Chiefdficial Officer concluded that the Company's disglesontrols and procedures are
effective in enabling the Company to record, preceammarize and report information required tinb&ided in the Company's periodic
SEC filings within the required time period. Théxa@/e been no changes in the Company's internalatsmtver financial reporting that
occurred during the Company's most recent fiscatteu that have materially affected, or are reaslyrikely to materially affect, the
Company's internal control over financial reporting
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PART Il
OTHER INFORMATION
Item 1. Legal Proceedings

On July 29, 2004 and October 25, 2004, the Compaasyserved with complaints naming it and othemedisndants in two lawsuits
stemming from a multi-vehicle accident that occdrire February 2004. The lawsuits were filed in SigreCourt of the State of California,
County of San Bernardino, Barstow District and saekinspecified amount of compensatory damagesCohgpany brokered a shipment to
an independent carrier with a satisfactory safaeting which was then involved in the accident, lisg in four fatalities and multiple persol
injuries. It is possible that additional lawsuitayrbe filed by other parties involved in the acoiddhe Company's Broker-Carrier Agreement
with the independent carrier provides for the eartd indemnify the Company for any loss arising @flor in connection with the
transportation of property under the contract. Toenpany also has a certificate of liability inswrarfirom the carrier indicating that it has
insurance coverage of up to $2 million per occweetror the policy year ended August 1, 2004, the@any's primary liability insurance
policies for coverage ranging up to $10 million pecurrence have various annual aggregate levéishifity for all accidents totaling $9
million that is the responsibility of the Comparsgé discussion of insurance aggregates on pageder Bart |, Item 2 of this Form 10-Q).
Amounts in excess of $10 million are covered umemium-based policies to coverage levels that gemeant considers adequate. As such,
the potential exposure to the Company ranges frono $9 million. The lawsuits are currently in ttiecovery phase. The Company plans to
vigorously defend the suits, and the amount off@gsible loss to the Company cannot currently bemated. However, the Company
believes an unfavorable outcome in these lawstiitsjere to occur, would not have a material iropan the Company's financial position.

In addition to the litigation noted above, the Camyp is engaged in routine litigation in the ordinaourse of its business operations, none of
which is expected to have a material adverse impadhe results of operations or financial conditdd the Company.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

On December 29, 1997, the Company announced shBodrd of Directors had authorized the Compamgparrchase up to 4,166,666 shares
of its common stock. On November 24, 2003, the Camg@announced that its Board of Directors apprauehcrease to its authorization for
common stock repurchases of 3,965,838 sharestfaleof 8,132,504 shares. As of September 30, 20@ICompany had purchased
4,335,704 shares pursuant to this authorizatiorhand3, 796,800 shares remaining available for dmmsge. The Company may purchase
shares from time to time depending on market, emdcicand other factors. The authorization will éoae until withdrawn by the Board of
Directors.
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The following table summarizes the Company's comstook repurchases during the third quarter of 20@de pursuant to this
authorization. No shares were purchased duringjtiagter other than through this program.

Issuer Purchases of Equity Securities

Maximum Number
(or Approximate

Total Number of Dollar Value) of
Shares (or Units)  Shares (or Units) th at
Total Number of Purchased as Part of May Yet Be
Shares (or Units) Average Pri ce Paid Publicly Announced Purchased Under th e
Period Purchased  per Share ( or Unit) Plans or Programs  Plans or Programs
July 1-31, 2004 - - - 4,198,800
August 1-31, 2004 390,500 $18.44 88 390,500 3,808,300
September 1-30, 2004 11,500 $18.19 72 11,500 3,796,800
Total 402,000 $18.44 16 402,000 3,796,800

Iltem 5. Other Information.
Stockholder Nominees for Director

On August 18, 2004, the Company's Board of Directémtopted new policies for director recommendatmnstockholders and directorship
selection guidelines. Under the new policy for dioe recommendations by stockholders, the Compélhgensider candidates recomment
by one or more stockholders that have individuatlas a group owned beneficially at least two paroéthe Company's issued and
outstanding stock for at least one year. Stockhaklsommendations must be submitted in writing Wi required proof of compliance with
stock ownership requirements, background infornmatémd qualifications of the nominee to the Secyetthe Company not less than 120
days prior to the first anniversary of the datéhef proxy statement relating to the Company's pressannual meeting (by December 8, 2004
for the 2005 Annual Meeting of Stockholders) inaribr the candidate to be evaluated and considesedprospective nominee. The new
directorship selection guidelines establish genguadelines and criteria to be used by the nomagatommittee of the Board of Directors in
evaluating prospective candidates for directortpmss. The full text of the newly-adopted polici@s;luding a list of information required to
be submitted with the nomination by the recommegditockholder, may be found on the Company's websitvw.werner.com. Stockholde
may also request a copy of the policies by writmgWerner Enterprises, Inc., Attention: Corporaeeretary, P.O. Box 45308, Omaha, NE
68145.
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Iltem 6. Exhibits.

Exhibit 3(i)(A) Revised and Amended Articles of érporation (Incorporated by reference to Exhibib Registration Statement on FornlS-
Registration No. 33-5245) Exhibit 3(i)(B) Article§ Amendment to Articles of Incorporation (Incorpted by reference to Exhibit 3(i) to the
Company's report on Form 10-Q for the quarter edMay 31, 1994) Exhibit 3(i)(C) Articles of Amendmnteo Articles of Incorporation
(Incorporated by reference to Exhibit 3(i) to then@pany's report on Form 10-K for the year endedeidaer 31, 1998) Exhibit 3(ii) Revised
and Restated By-Laws (Incorporated by referendextobit 3(ii) to the Company's report on Form 1Fe@the quarter ended June 30, 2004)
Exhibit 10.1 Amended and Restated Stock Option Rlarorporated by reference to Exhibit 10.1 to @@mpany's report on Form 10-Q for
the quarter ended June 30, 2004)

Exhibit 31.1 Rule 13a-14(a)/15d-14(a) Certificati®xhibit 31.2 Rule 13a-14(a)/15d-14(a) Certificatidxhibit 32.1 Section 1350
Certification Exhibit 32.2 Section 1350 Certificai
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

WERNER ENTERPRISES, INC.

Dat e: Noverber 1, 2004 By: [/s/ John J. Steele

John J. Steele
Seni or Vice President, Treasurer and
Chi ef Financial Oficer

Dat e: Noverber 1, 2004 By: [/s/ James L. Johnson

James L. Johnson
Vi ce President, Controller and
Cor porate Secretary
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Exhibit 31.1

RULE 13a-14(a)/15d-14(a) CERTIFICATION
I, Clarence L. Werner, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Werner Enterprises, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Paragraph omitted pursuant to SEC Release 868238 and 34-47986

c¢) Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the controls and procedures, #seoénd of the period covered by this report basesuch evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant's auditors and thataummittee of registrant's board of directorsgersons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefrmaincial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: November 1, 2004

/sl Carence L. Werner

C arence L. Werner
Chai rman and Chi ef Executive O ficer



Exhibit 31.2

RULE 13a-14(a)/15d-14(a) CERTIFICATION
[, John J. Steele, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Werner Enterprises, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Paragraph omitted pursuant to SEC Release 868238 and 34-47986

c¢) Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the controls and procedures, #seoénd of the period covered by this report basesuch evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant's auditors and thataummittee of registrant's board of directorsgersons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefrmaincial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: November 1, 2004

/sl John J. Steele

John J. Steele
Seni or Vice President, Treasurer and Chief Financial Oficer



Exhibit 32.1

CERTIFICATION BY CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
(SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)

In connection with the Quarterly Report of Wernatdgprises, Inc. (the "Company") on Form QCer the period ending September 30, 2(
(the "Report") filed with the Securities and ExcharCommission, |, Clarence L. Werner, Chairman@higf Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section0} 3% adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that to the best
of my knowledge:

1. The Report fully complies with the requiremeaits
Section 13(a) or 15(d) of the Securities Exchangeoh 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Novenber 1, 2004 /'s/ Clarence L. Werner

Cl arence L. Werner
Chai rman and Chi ef Executive O ficer



Exhibit 32.2

CERTIFICATION BY CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
(SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)

In connection with the Quarterly Report of Wernatdgprises, Inc. (the "Company") on Form QCer the period ending September 30, 2(
(the "Report") filed with the Securities and ExcgarCommission, |, John J. Steele, Vice Presidaesurer and Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®®0, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that to the
best of my knowledge:

1. The Report fully complies with the requiremeuits
Section 13(a) or 15(d) of the Securities Exchangeoh 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

Novenber 1, 2004 /'s/ John J. Steele

John J. Steele
Seni or Vice President, Treasurer and
Chi ef Financial Oficer



