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Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes x   No o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.  See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act.  Large accelerated filer ¨   Accelerated filer x  
Non-accelerated filer o

Indicate by check mark whether the Registrant is a shell company (as defined in Exchange Act Rule 12b-2).

Yes o   No x

The number of shares outstanding of the Registrant�s Common Stock, par value $.01 per share, was 21,755,523 as of August 4, 2006.
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PART I.  FINANCIAL INFORMATION

Item 1.  Financial Statements.

MARTEN TRANSPORT, LTD.

CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)

(In thousands, except share information) 
June 30,
2006

December 31,
2005

ASSETS
Current assets:
Cash $ 2,385 $ 1,080
Marketable securities 602 494
Receivables:
Trade, net 52,590 47,383
Other 6,736 6,975
Prepaid expenses and other 12,080 13,264
Deferred income taxes 5,060 3,873
Total current assets 79,453 73,069
Property and equipment:
Revenue equipment, buildings and land, office equipment and other 382,835 362,280
Accumulated depreciation (92,033 ) (92,342 )
Net property and equipment 290,802 269,938
Other assets 5,784 6,726
TOTAL ASSETS $ 376,039 $ 349,733
LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Checks issued in excess of cash balances $ 208 $ 1,446
Accounts payable and accrued liabilities 25,384 26,203
Insurance and claims accruals 13,842 13,126
Current maturities of long-term debt 5,000 5,000
Total current liabilities 44,434 45,775
Long-term debt, less current maturities 51,064 43,300
Deferred income taxes 71,034 66,310
Total liabilities 166,532 155,385
Minority interest 695 431
Stockholders� equity:
Preferred stock, $.01 par value per share; 2,000,000 shares authorized; no shares issued and
outstanding � �
Common stock, $.01 par value per share; 48,000,000 shares authorized; 21,755,523 shares at June 30,
2006, and 21,573,220 shares at December 31, 2005, issued and outstanding 218 216
Additional paid-in capital 73,345 71,045
Retained earnings 135,249 122,656
Total stockholders� equity 208,812 193,917
TOTAL LIABILITIES AND STOCKHOLDERS� EQUITY $ 376,039 $ 349,733

The accompanying notes are an integral part of these consolidated condensed financial statements.
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MARTEN TRANSPORT, LTD.

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)

Three Months Six Months
Ended June 30, Ended June 30,

(In thousands, except per share information) 2006 2005 2006 2005

OPERATING REVENUE $ 131,862 $ 112,800 $ 251,417 $ 215,706

OPERATING EXPENSES (INCOME):
Salaries, wages and benefits 35,820 31,462 70,239 60,612
Purchased transportation 21,712 20,738 40,880 40,641
Fuel and fuel taxes 35,350 24,938 64,934 46,620
Supplies and maintenance 8,131 6,901 16,006 13,460
Depreciation 10,892 9,267 21,566 18,335
Operating taxes and licenses 1,832 1,671 3,651 3,317
Insurance and claims 4,665 4,466 9,972 8,878
Communications and utilities 857 826 1,738 1,652
Gain on disposition of revenue equipment (1,699 ) (1,231 ) (3,740 ) (2,110 )
Other 2,490 2,206 5,370 4,469

Total operating expenses 120,050 101,244 230,616 195,874

OPERATING INCOME 11,812 11,556 20,801 19,832

OTHER EXPENSES (INCOME):
Interest expense 913 543 1,755 1,141
Interest income and other (303 ) (419 ) (601 ) (786 )
Minority interest 242 309 350 317

852 433 1,504 672

INCOME BEFORE INCOME TAXES 10,960 11,123 19,297 19,160

PROVISION FOR INCOME TAXES 3,420 4,360 6,704 7,582

NET INCOME $ 7,540 $ 6,763 $ 12,593 $ 11,578

BASIC EARNINGS PER COMMON SHARE $ 0.35 $ 0.31 $ 0.58 $ 0.54

DILUTED EARNINGS PER COMMON SHARE $ 0.34 $ 0.31 $ 0.57 $ 0.53

The accompanying notes are an integral part of these consolidated condensed financial statements.
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MARTEN TRANSPORT, LTD.

CONSOLIDATED CONDENSED STATEMENTS OF STOCKHOLDERS� EQUITY

(Unaudited)

Total
Additional Stock-

Common Stock Paid-In Retained holders�
(In thousands) Shares Amount Capital Earnings Equity

Balance at December 31, 2004 21,461 $ 215 $ 70,111 $ 97,595 $ 167,921
Net income � � � 11,578 11,578
Issuance of common stock from share-based payment
arrangement exercises 67 1 332 � 333
Tax benefits from share-based payment arrangement exercises � � 191 � 191
Balance at June 30, 2005 21,528 216 70,634 109,173 180,023
Net income � � � 13,483 13,483
Issuance of common stock from share-based payment
arrangement exercises 45 � 192 � 192
Tax benefits from share-based payment arrangement exercises � � 219 � 219
Balance at December 31, 2005 21,573 216 71,045 122,656 193,917
Net income � � � 12,593 12,593
Issuance of common stock from share-based payment
arrangement exercises 183 2 751 � 753
Tax benefits from share-based payment arrangement exercises � � 1,288 � 1,288
Share-based payment arrangements compensation expense � � 261 � 261
Balance at June 30, 2006 21,756 $ 218 $ 73,345 $ 135,249 $ 208,812

The accompanying notes are an integral part of these consolidated condensed financial statements.
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MARTEN TRANSPORT, LTD.

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)

Six Months
Ended June 30,

(In thousands) 2006 2005
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES:
Operations:
Net income $ 12,593 $ 11,578
Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation 21,566 18,335
Gain on disposition of revenue equipment (3,740 ) (2,110 )
Deferred tax provision 4,825 5,933
Excess tax benefits from share-based payment arrangement exercises (1,152 ) �
Share-based payment arrangements compensation expense 261 �
Minority interest in undistributed earnings of affiliate 264 317
Changes in other current operating items (3,887 ) (6,141 )
Net cash provided by operating activities 30,730 27,912

CASH FLOWS USED FOR INVESTING ACTIVITIES:
Revenue equipment additions (59,127 ) (39,811 )
Proceeds from revenue equipment dispositions 21,085 15,683
Buildings and land, office equipment and other additions (648 ) (3,090 )
Net change in other assets 942 (454 )
Purchases of marketable securities (1,798 ) (18,357 )
Sales of marketable securities 1,690 17,918
Net cash used for investing activities (37,856 ) (28,111 )

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES:
Borrowings under credit facility and long-term debt 63,798 55,152
Repayment of borrowings under credit facility and long-term debt (56,034 ) (50,685 )
Issuance of common stock from share-based payment arrangement exercises 753 333
Excess tax benefits from share-based payment arrangement exercises 1,152 �
Change in checks issued in excess of cash balances (1,238 ) (3,563 )
Net cash provided by financing activities 8,431 1,237

NET CHANGE IN CASH 1,305 1,038
CASH:
Beginning of period 1,080 855

End of period $ 2,385 $ 1,893

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for:
Interest $ 1,564 $ 1,172
Income taxes $ 301 $ 266

The accompanying notes are an integral part of these consolidated condensed financial statements.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SIX MONTHS ENDED JUNE 30, 2006

(Unaudited)

(1)   Basis of Presentation

The accompanying unaudited consolidated condensed financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America for interim financial statements, and therefore do not include all information and disclosures
required by accounting principles generally accepted in the United States of America for complete financial statements. In the opinion of
management, such statements reflect all adjustments (consisting of normal recurring adjustments) considered necessary to fairly present our
consolidated financial condition, results of operations and cash flows for the interim periods presented. The results of operations for any interim
period do not necessarily indicate the results for the full year. The unaudited interim consolidated financial statements should be read with
reference to the financial statements and notes to financial statements in our 2005 Annual Report on Form 10-K.

The accompanying unaudited consolidated condensed financial statements include the accounts of Marten Transport, Ltd. and its 45% owned
affiliate, MW Logistics, LLC (�MWL�).  MWL is a third-party provider of logistics services to the transportation industry.  We have applied the
provisions of FASB Interpretation No. 46, �Consolidation of Variable Interest Entities,� as revised, to our investment in MWL effective March 31,
2004.  All material intercompany accounts and transactions have been eliminated in consolidation.

(2)  Accounting for Share-based Payment Arrangement Compensation

Under our 2005 Stock Incentive Plan (the �2005 Plan�), all of our employees and any subsidiary employees, as well as all of our non-employee
directors, consultants, advisors and independent contractors, may be granted stock-based awards, including incentive and non-statutory stock
options and restricted stock awards.  Stock options expire within 10 years after the date of grant and the exercise price must be at least the fair
market value of our common stock on the date of grant.  Stock options issued to non-employee directors upon their annual re-election to our
Board of Directors are generally exercisable at the date of grant.  Service-based options issued to employees are generally exercisable beginning
one year from the date of grant in cumulative amounts of 20% per year.  Performance-based options become exercisable upon achievement of
certain performance criteria established by the Compensation Committee of our Board of Directors.  Options exercised represent newly issued
shares.  The maximum number of shares of common stock available for issuance under the 2005 Plan is 2.85 million shares.  As of June 30,
2006, there were 226,000 shares reserved for issuance under options outstanding under the 2005 Plan.  The 2005 Plan replaces our 1995 Stock
Incentive Plan (the �1995 Plan�), which expired by its terms in March 2005.

Under our 1995 Plan, officers, directors and employees were granted incentive and non-statutory stock options.  Incentive stock option exercise
prices were required to be at least the fair market value of our common stock on the date of grant.  Non-statutory stock option exercise prices
were required to be at least 85% of the fair market value of our common stock on the date of grant.  Stock options expire within 10 years after
the date of grant.  Stock options issued to non-employee directors upon their annual re-election to our Board of Directors are generally
exercisable at the date of grant.  Service-based options issued to employees are generally exercisable beginning one year from the date of grant
in cumulative amounts of 20% per year.  Options exercised represent newly issued shares.  As of June 30, 2006, there were 424,936 shares
reserved for issuance under options outstanding under the 1995 Plan.  No additional options will be granted under the 1995 Plan.

Effective January 1, 2006, we began recording compensation expense associated with share-based payment arrangements in accordance with
Statement of Financial Accounting Standards No. 123R, �Share-Based Payment� (�SFAS 123R�) as interpreted by SEC Staff Accounting Bulletin
No. 107.  SFAS 123R supersedes Accounting Principles Board Opinion No. 25, �Accounting for Stock Issued to Employees� (�APB 25�), and
amends Statement of Financial Accounting Standards No. 95, �Statement of Cash Flows.�  Generally, the approach in SFAS 123R is similar to the
approach described in Statement of Financial Accounting Standards No. 123, �Accounting For Stock-Based Compensation� (�SFAS 123�). 
However, SFAS 123R requires all
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share-based payments to employees and non-employee directors, including grants of employee stock options, to be recognized in the income
statement based on their fair values at the date of grant.

Historically, we accounted for share-based compensation under the recognition and measurement principles of APB 25 and related
interpretations.  No compensation expense related to stock option plans was reflected in our net income as all options had an exercise price equal
to the market value of the underlying common stock on the date of grant.  SFAS 123 established accounting and disclosure requirements using a
fair-value-based method of accounting for share-based employee compensation plans.  As permitted by SFAS 123, we elected to continue to
apply the intrinsic-value-based method of APB 25, described above, and adopted only the disclosure requirements of SFAS 123, as amended by
Statement of Financial Accounting Standards No. 148, �Accounting For Stock-Based Compensation � Transition and Disclosure.�

We adopted the modified prospective transition method provided for under SFAS 123R, and consequently have not retroactively adjusted results
from prior periods.  Under this transition method, compensation cost associated with share-based awards recognized in the first six months of
2006 includes:  (a) compensation cost for all share-based payments granted prior to, but not yet vested as of December 31, 2005, based on the
grant-date fair value estimated in accordance with the provisions of SFAS 123, and (b) compensation cost for all share-based payments granted
subsequent to December 31, 2005, based on the grant-date fair value estimated in accordance with the provisions of SFAS 123R.

We use the Black-Scholes option pricing model to calculate the grant-date fair value of option awards.  The fair value of option awards granted
was estimated as of the date of grant using the following weighted average assumptions:

Three Months Ended Six Months Ended
June 30, 2006 June 30, 2006

Service-based options:
Expected option life in years (1) 7 7
Expected stock price volatility percentage (2) 29 % 29 %
Risk-free interest rate percentage (3) 5.1 % 4.6 %
Expected dividend yield (4) � �
Fair value as of the date of grant $ 10.07 $ 9.55

Performance-based options:
Expected option life in years (1) � 7
Expected stock price volatility percentage (2) � 29 %
Risk-free interest rate percentage (3) � 4.6 %
Expected dividend yield (4) � �
Fair value as of the date of grant � $ 9.83

There were no performance-based options granted in the three months ended June 30, 2006 and no options granted in 2005.

(1)  Expected option life � We use historical employee exercise and option expiration data to estimate the expected
life assumption for the Black-Scholes grant-date valuation.  We believe that this historical data is currently the best
estimate of the expected term of a new option.  We use a weighted-average expected life for all awards.

(2)  Expected stock price volatility � We use our stock�s historical volatility for the same period of time as the
expected life.  We have no reason to believe that its future volatility will differ from the past.

(3)  Risk-free interest rate � The rate is based on the U.S. Treasury yield curve in effect at the time of the grant for
the same period of time as the expected life.

(4)  Expected dividend yield � We have not historically paid cash dividends on our common stock, and we do not
expect to declare any cash dividends in the foreseeable future.
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We use the straight-line attribution method to recognize expense for all service-based option awards with graded vesting.  Compensation
expense will be recorded for performance-based option awards in the periods in which the performance condition is probable of achievement.

Service-based option awards become immediately exercisable in full in the event of retirement, death or disability and upon a change in control
with respect to all options that have been outstanding for at least six months.  To be eligible for retirement, an employee must reach age 65. 
Performance-based option awards will remain exercisable to the extent previously exercisable for a period of one year after the employee�s
employment is terminated due to retirement, death or disability.  Performance-based option awards become immediately exercisable in full in
the event of a change in control with respect to all options that have been outstanding for at least six months.

SFAS 123R requires compensation costs associated with service-based option awards to be recognized over the requisite service period, which is
the period between the grant date and the earlier of the award�s stated vesting term or the date the employee is eligible for retirement.  We
immediately recognize the entire amount of share-based compensation cost for employees that are eligible for retirement at the date of grant. 
For awards granted to employees approaching retirement eligibility, we recognize compensation cost on a straight-line basis over the period
from the grant date through the retirement eligibility date.  Share-based compensation expense for employees who are not retirement eligible is
recognized on a straight-line basis over the statutory vesting period of the award.

The amount of share-based compensation recognized during a period is based on the value of the portion of the awards that are ultimately
expected to vest.  SFAS 123R requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if actual
forfeitures differ from those estimates.  The term �forfeitures� is distinct from �cancellations� or �expirations� and represents only the unvested portion
of the surrendered award.  We currently expect, based on an analysis of our historical forfeitures and known forfeitures on existing awards, that
approximately 1.25% of unvested outstanding options will be forfeited each year.  This analysis will be re-evaluated quarterly and the forfeiture
rate will be adjusted as necessary.  Ultimately, the actual expense recognized over the vesting period will only be for those shares that vest.

Total share-based compensation expense recorded in the three-month and six-month periods ended June 30, 2006 was $199,000 ($134,000 net of
income tax benefit and $0.006 of earnings per basic and diluted share) and $261,000 ($183,000 net of income tax benefit and $0.008 of earnings
per basic and diluted share), respectively.  All share-based compensation expense was recorded in salaries, wages and benefits expense.

Prior to the adoption of SFAS 123R, benefits of tax deductions in excess of recognized compensation costs (excess tax benefits) were reported
as operating cash flows.  SFAS 123R requires that they be recorded as a financing cash inflow rather than a deduction of taxes paid in operating
cash flows.  For the three-month and six-month periods ended June 30, 2006, there was $168,000 and $1.2 million, respectively, of excess tax
benefits recognized resulting from exercises of options granted prior to December 31, 2005.
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The following table details the effect on net income and earnings per share had share-based compensation expense been recorded for the
three-month and six-month periods ended June 30, 2005 based on the fair-value method under SFAS 123.  The reported and pro forma net
income and earnings per share for the three-month and six-month periods ended June 30, 2006 are the same since share-based compensation
expense was calculated under the provisions of SFAS 123R.

Three Months Six Months
Ended Ended
June 30, 2005 June 30, 2005

Net income as reported $ 6,763 $ 11,578
Deduct: Total share-based compensation expense determined under fair value based method for
all awards, net of related tax effects (5 ) (39 )
Pro forma net income $ 6,758 $ 11,539
Basic income per share:
As reported $ 0.31 $ 0.54
Pro forma $ 0.31 $ 0.54
Diluted income per share:
As reported $ 0.31 $ 0.53
Pro forma $ 0.31 $ 0.53

As of June 30, 2006, there was a total of $1.4 million of unrecognized compensation expense related to unvested service-based option awards,
which is expected to be recognized over a weighted-average period of 3.5 years, and $767,000 of unrecognized compensation expense related to
unvested performance-based option awards, which will be recorded in the periods in which the performance condition is probable of
achievement through 2010.

Option activity for the six months ended June 30, 2006 was as follows:

Weighted Average
Shares Exercise Price

Outstanding at December 31, 2005 607,239 $ 5.36
Granted 226,000 23.18
Exercised (182,303 ) 4.13
Outstanding at June 30, 2006 650,936 $ 11.90
Exercisable at June 30, 2006 358,996 $ 5.59

The fair value of service-based options granted in the three months ended June 30, 2006 was $101,000. The fair value of options granted in the
six months ended June 30, 2006 was $1.4 million for service-based options and $767,000 for performance-based options.  There were no
performance-based options granted in the three months ended June 30, 2006 and no options granted in 2005.  The total intrinsic value of options
exercised in the three-month and six-month periods ended June 30, 2006 was $419,000 and $3.3 million, respectively.  The total intrinsic value
of options exercised in the three-month and six-month periods ended June 30, 2005 was $402,000 and $498,000, respectively.  Intrinsic value is
the difference between the fair value of the acquired shares at the date of exercise and the exercise price, multiplied by the number of options
exercised.  Proceeds received from option exercises in the three-month and six-month periods ended June 30, 2006 were $90,000 and $753,000,
respectively.
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The following table summarizes information concerning outstanding and exercisable option awards as of June 30, 2006:

Options Outstanding Options Exercisable

Range of Exercise Prices Shares Life(1) Price(2) Value(3) Shares Life(1) Price(2) Value(3)
Service-based options:
$3.84 - $5.78 333,809 4.4 $ 4.56 $ 5,733 318,621 4.3 $ 4.54 $ 5,481
$10.76 91,127 7.3 10.76 1,001 30,375 7.3 10.76 334
$21.94 - $23.59 148,000 9.7 22.97 � 10,000 9.9 23.49 �

572,936 6.2 $ 10.30 $ 6,734 358,996 4.7 $ 5.59 $ 5,815
Performance-based options:
$23.59 78,000 9.7 $ 23.59 $ � � � $ � $ �

(1)  Represents the weighted-average remaining contractual life in years.

(2)  Represents the weighted-average exercise price.

(3)  Represents the aggregate intrinsic value based on our closing stock price on June 30, 2006 for in-the-money
options (in thousands).

Nonvested option awards as of June 30, 2006 and changes during the six months ended June 30, 2006 were as
follows:

Weighted Average

 Weighted Average
Remaining 
Contractual

 Grant Date Life
Shares Fair Value (in Years)

Service-based options:
Nonvested at December 31, 2005 86,066 $ 3.53 7.3
Granted 148,000 9.55 9.7
Vested (20,126 ) 5.99 7.4
Nonvested at June 30, 2006 213,940 $ 7.47 8.7

Performance-based options:
Nonvested at December 31, 2005 � $ � �
Granted 78,000 9.83 9.7
Vested � � �
Nonvested at June 30, 2006 78,000 $ 9.83 9.7

The total fair value of options which vested during the three-month and six-month periods ended June 30, 2006 was $112,000 and $121,000,
respectively.  The total fair value of options which vested during the three-month and six-month periods ended June 30, 2005 was $23,000 and
$99,000, respectively.
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(3)   Earnings Per Common Share

Basic and diluted earnings per common share were computed as follows:

Three Months Six Months
Ended June 30, Ended June 30,

(In thousands, except per share amounts) 2006 2005 2006 2005
Numerator:
Net income $ 7,540 $ 6,763 $ 12,593 $ 11,578
Denominator:
Basic earnings per common share -
weighted-average shares 21,747 21,498 21,711 21,482
Effect of dilutive stock options 216 425 247 456
Diluted earnings per common share -
weighted-average shares and
assumed conversions 21,963 21,923 21,958 21,938

Basic earnings per common share $ 0.35 $ 0.31 $ 0.58 $ 0.54
Diluted earnings per common share $ 0.34 $ 0.31 $ 0.57 $ 0.53

Options totaling 226,000 shares were outstanding but were not included in the calculation of diluted earnings per share for the three-month and
six-month periods ended June 30, 2006 because their exercise prices were greater than the average market price of the common shares and,
therefore, including the options in the denominator would be antidilutive, or decrease the number of weighted-average shares.  All outstanding
options were included in the calculation of diluted earnings per share for the three-month and six-month periods ended June 30, 2005.

(4) Long-Term Debt

In March 2006, we entered into an amendment to our unsecured committed credit facility which increased the total facility from $45.0 million to
$55.0 million through August 2006, at which time the amount of the credit facility will return to $45.0 million.  The term of our credit facility is
currently through April 2008.

(5) Income Taxes

Our effective income tax rate was 34.7% for the six months ended June 30, 2006 compared with 39.6% for the six months ended June 30, 2005,
because we decreased our deferred income tax liability by $875,000 in 2006.  This decrease was primarily due to a change in our income
apportionment for several states, which produced a lower expected effective state income tax rate, net of federal impact.

(6) Stock Split

On December 12, 2005, we effected a three-for-two stock split of our common stock, $.01 par value, in the form of a 50% stock dividend.  Our
consolidated condensed financial statements, related notes, and other financial data contained in this report have been adjusted to give
retroactive effect to the stock split for all periods presented.

(7) Reclassifications

The changes in the cash and checks issued in excess of cash balances in our 2005 consolidated condensed statement of cash flows, the minority
interest in the earnings of MWL in our 2005 consolidated condensed statement of operations and statement of cash flows, the purchases and
sales of marketable securities, revenue equipment additions and proceeds from dispositions, and the tax benefit of stock option exercises in our
2005 consolidated condensed statement of cash flows have been reclassified to be consistent with the 2006 presentation.  These reclassifications
do not have a material effect on our consolidated financial statements.
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(8) Recent Accounting Pronouncement

In July 2006, the Financial Accounting Standards Board, or FASB, issued Interpretation No. 48, �Accounting for Uncertainty in Income Taxes �
an interpretation of FASB Statement No. 109.�  The Interpretation clarifies the accounting for uncertainty in income taxes recognized in an
enterprise�s financial statements in accordance with FASB Statement No. 109, �Accounting for Income Taxes.�  The Interpretation prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return.  The Interpretation also provides guidance on derecognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition.  The Interpretation is effective for fiscal years beginning after December 15, 2006.  The adoption of the
Interpretation is not expected to have a significant impact on our results of operations or financial position.
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Item 2.  Management�s Discussion and Analysis of
Financial Condition and
Results of Operations.
The following discussion and analysis of our financial condition and results of operations should be read together with the selected consolidated
financial data and our consolidated condensed financial statements and the related notes appearing elsewhere in this report. This discussion
and analysis contains forward-looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially
from those anticipated in these forward-looking statements as a result of many factors, including but not limited to those included in our Form
10-K, Part 1, Item 1A for the year ended December 31, 2005.  We do not assume, and specifically disclaim, any obligation to update any
forward-looking statement contained in this report.

Overview

The primary source of our operating revenue is freight revenue, which we generate by transporting freight for our customers.  Generally, we are
paid by the mile for our services.  We also derive freight revenue from loading and unloading activities, equipment detention and other
accessorial services. Our operating revenue also includes revenue from fuel surcharges and non-freight revenue, primarily logistics services. 
The main factors that affect our freight revenue are the rate per mile we receive from our customers, the percentage of miles for which we
are compensated and the number of miles we generate with our equipment. These factors relate, among other things,
to the United States economy, inventory levels, the level of truck capacity in the temperature-sensitive market and
specific customer demand. We monitor our revenue production primarily through revenue per tractor per week. We
also analyze our rate per total mile, non-revenue miles percentage, the miles per tractor we generate, our accessorial
revenue and our other sources of operating revenue.

In discussing our results of operations, we have included in certain instances a discussion of freight revenue, which excludes fuel surcharge and
non-freight revenue.  We do this because we believe that eliminating these sources of revenue provides a more consistent basis for comparing
our results of operations from period to period.

In the first six months of 2006, we increased our operating revenue by $35.7 million, or 16.6%, and increased our freight revenue by $12.5
million, or 6.7%, compared with the first six months of 2005.  Our operating results for the first six months of 2006 reflect improved average
freight revenue per total mile compared with the first six months of 2005.  The improvement in asset productivity helped mitigate the continuing
challenges of a tight driver market, which limited our fleet growth, and high fuel prices.  We were able to increase our freight revenue by
increasing our freight rates, the size of our fleet and our business with existing and new customers.  We increased our average operating revenue
per tractor per week 12.1% in the first six months of 2006.  Our average freight revenue per tractor per week increased 2.6%, due to a 6.6%
improvement in average freight revenue per total mile, partially offset by a 3.7% decrease in average miles per tractor.  Our weighted average
number of tractors increased 4.0% in the first six months of 2006 over the first six months of 2005.

Our profitability on the expense side is impacted by variable costs of transporting freight for our customers, fixed costs and expenses containing
both fixed and variable components.  The variable costs include fuel expense, driver-related expenses, such as wages, benefits, training, and
recruitment, and independent contractor costs, which are recorded under purchased transportation.  Expenses that have both fixed and variable
components include maintenance and tire expense and our total cost of insurance and claims.  These expenses generally vary with the miles we
travel, but also have a controllable component based on safety, fleet age, efficiency and other factors.  Our main fixed costs relate to the
acquisition and financing of long-term assets, such as revenue equipment and operating terminals.  Although certain factors affecting our
expenses are beyond our control, we monitor them closely and attempt to anticipate changes in these factors in managing our business.  For
example, fuel prices fluctuated dramatically and quickly at various times during 2005 and the first six months of 2006. We manage our exposure
to changes in fuel prices primarily through fuel surcharge programs with our customers, as well as volume fuel purchasing arrangements with
national fuel centers and bulk purchases of fuel at our terminals.  The transportation industry has experienced in the last several years substantial
difficulty in attracting and retaining qualified drivers, and competition for drivers has intensified recently.  In 2005, we instituted two separate
pay increases for our company drivers and increased
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the incentives paid to independent contractors.  We continue to offer driver compensation that we believe ranks near the top of the industry.  In
order to control increases in insurance premiums, we have increased our self-insured retention levels periodically during the last several years. 
We are responsible for the first $1.0 million on each auto liability claim and up to $1.0 million in the aggregate for all auto liability claims
between $1.0 million and $2.0 million.  We are also responsible for the first $750,000 on each workers� compensation claim.

Our operating expenses as a percentage of operating revenue, or �operating ratio,� was 91.7% in the first six months of 2006 compared with 90.8%
in the first six months of 2005.  Our net income increased $1.0 million, or 8.8%, over the first six months of 2005.  Our earnings per diluted
share increased to $0.57 in the first six months of 2006 from $0.53 in the first six months of 2005.  Net income and our earnings per diluted
share for the first six months of 2006 included an income tax benefit of approximately $875,000, or 4 cents per diluted share, due to a decrease
to our deferred income tax liability.  The decrease was primarily due to a change in our income apportionment for several states.

Our business requires substantial, ongoing capital investments, particularly for new tractors and trailers. At June 30, 2006, we had approximately
$56.1 million of long-term debt, including current maturities, and $208.8 million in stockholders� equity.  In the first six months of 2006, we
spent approximately $38.0 million, net of proceeds from dispositions, to purchase new revenue equipment and recognized a gain of $3.7 million
on the disposition of used equipment.  We estimate that capital expenditures, net of proceeds from dispositions, will be approximately $32
million for the remainder of 2006, primarily for new revenue equipment.  This estimate may be impacted by the timing of tractor and trailer
deliveries between 2006 and 2007.  We expect to fund these capital expenditures with cash flows from operations and borrowings under our
revolving credit facility.  Based on our current operating performance, the market for used tractors, our liquidity and our expectations concerning
tractors manufactured in 2007, we decided to accelerate our tractor fleet replacement during 2005 and 2006 to allow us greater flexibility in our
decisions to purchase tractors in 2007 when the next round of diesel emissions reduction directives of the EPA go into effect.  This acceleration
of our tractor fleet replacement has not impacted the useful lives of our tractors or caused impairment to the carrying amount reflected in our
consolidated balance sheet.

Share-based Payment Arrangement Compensation

Effective January 1, 2006, we adopted the fair value recognition provisions of Statement of Financial Accounting Standards No. 123R,
�Share-Based Payment� (�SFAS 123R�) using the modified prospective transition method, and therefore have not restated prior periods� results.  All
share-based compensation expense is recorded in salaries, wages and benefits expense.  Total share-based compensation expense recorded in the
three-month and six-month periods ended June 30, 2006 was $199,000 ($134,000 net of income tax benefit) and $261,000 ($183,000 net of
income tax benefit), respectively, which entirely represents additional share-based compensation expense recorded as a result of adopting SFAS
123R.  No share-based compensation expense was recorded in the three-month and six-month periods ended June 30, 2005, however such
expense would have been $9,000 ($5,000 net of income tax benefit) and $64,000 ($39,000 net of income tax benefit), respectively, had we
recognized share-based expense in net income under Statement of Financial Accounting Standards No. 123, �Accounting for Stock-Based
Compensation.�  Unrecognized compensation expense from unvested service-based stock option awards was $1.4 million as of June 30, 2006 and
is expected to be recorded over a weighted-average period of 3.5 years.  Unrecognized compensation expense from unvested performance-based
stock option awards was $767,000 as of June 30, 2006 and will be recorded in the periods in which the performance condition is probable of
achievement through 2010.

Stock Split

On December 12, 2005, we effected a three-for-two stock split of our common stock, $.01 par value, in the form of a 50% stock dividend.  Our
consolidated condensed financial statements, related notes, and other financial data contained in this report have been adjusted to give
retroactive effect to the stock split for all periods presented.
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Results of Operations

The following table sets forth for the periods indicated certain operating statistics regarding our revenue and operations:

Three Months
Ended June 30,

Six Months
Ended June 30,

2006 2005 2006 2005
Average operating revenue per total mile $ 1.906 $ 1.627 $ 1.846 $ 1.586
Average freight revenue per total mile (1) $ 1.472 $ 1.385 $ 1.460 $ 1.370
Average miles per tractor(2) 28,407 29,072 54,631 56,739
Average operating revenue per tractor per week(2) $ 4,165 $ 3,640 $ 3,900 $ 3,479
Average freight revenue per tractor per week(1) (2) $ 3,216 $ 3,097 $ 3,085 $ 3,006
Total miles � company-employed drivers (in thousands) 56,016 51,881 109,460 100,501
Total miles � independent contractors (in thousands) 13,164 17,429 26,742 35,547

(1)  Excludes revenue from fuel surcharges and non-freight revenue.

(2)  Includes tractors driven by both company-employed drivers and independent contractors. Independent
contractors provided 388 and 535 tractors as of June 30, 2006, and 2005, respectively.

Note � The above operating statistics exclude tractors and miles associated with non-freight revenue.
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The following table sets forth for the periods indicated the components of our operating revenue and the dollar and percentage change for each
component:

Dollar Percentage
Change Change

Three Months Three Months Three Months
Ended Ended Ended
June 30, June 30, June 30,

(Dollars in thousands) 2006 2005 2006 vs. 2005 2006 vs. 2005
Freight revenue $ 101,823 $ 95,986 $ 5,837 6.1 %
Fuel surcharge revenue 20,415 12,710 7,705 60.6
Non-freight revenue 9,624 4,104 5,520 134.5
Operating revenue $ 131,862 $ 112,800 $ 19,062 16.9 %

The following table sets forth for the periods indicated the dollar and percentage increase or decrease of the items in our unaudited consolidated
condensed statements of operations, and those items as a percentage of operating revenue:

Dollar Percentage Percentage of
Change Change Operating Revenue
Three Months Three Months Three Months
Ended Ended Ended
June 30, June 30, June 30,

(Dollars in thousands) 2006 vs. 2005 2006 vs. 2005 2006 2005
Operating revenue $ 19,062 16.9 % 100.0 % 100.0 %
Operating expenses (income):
Salaries, wages and benefits 4,358 13.9 27.2 27.9
Purchased transportation 974 4.7 16.5 18.4
Fuel and fuel taxes 10,412 41.8 26.8 22.1
Supplies and maintenance 1,230 17.8 6.2 6.1
Depreciation 1,625 17.5 8.3 8.2
Operating taxes and licenses 161 9.6 1.4 1.5
Insurance and claims 199 4.5 3.5 4.0
Communications and utilities 31 3.8 0.6 0.7
Gain on disposition of revenue equipment (468 ) (38.0 ) (1.3 ) (1.1 )
Other 284 12.9 1.9 2.0
Total operating expenses 18,806 18.6 91.0 89.8
Operating income 256 2.2 9.0 10.2
Other expenses (income):
Interest expense 370 68.1 0.7 0.5
Interest income and other 116 27.7 (0.2 ) (0.4 )
Minority interest (67 ) (21.7 ) 0.2 0.3

419 96.8 0.6 0.4
Income before income taxes (163 ) (1.5 ) 8.3 9.9
Provision for income taxes (940 ) (21.6 ) 2.6 3.9
Net income $ 777 11.5 % 5.7 % 6.0 %

Our operating revenue increased $19.1 million, or 16.9%, to $131.9 million in the 2006 period from $112.8 million in the 2005 period.  Freight
revenue increased $5.8 million, or 6.1%, to $101.8 million in the 2006 period from $96.0 million in the 2005 period.  We were able to increase
our freight revenue by increasing our freight rates, the size of our fleet and our business with existing and new customers.  Our fuel surcharge
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revenue increased $7.7 million, or 60.6%, to $20.4 million in the 2006 period from $12.7 million in the 2005 period primarily due to
significantly higher average fuel prices in the 2006 period more fully discussed below under �fuel and fuel taxes.�  The increase in non-freight
revenue in the 2006 period resulted from increased logistics services provided by MWL, as well as the formation by the Company of a logistics
division with brokerage services initiated in April 2005 and intermodal services initiated in October 2005.  Brokerage services involve arranging
for another company to transport freight for our customers while we retain the billing, collection and customer management responsibilities. 
Intermodal services involve the movement of our trailers on railroad flatcars for a portion of a trip.  Our average operating revenue per tractor
per week increased 14.4% in the 2006 period from the 2005 period.  Our average freight revenue per tractor per week increased 3.8% in the
2006 period from the 2005 period, due to a 6.3% increase in average freight revenue per total mile partially offset by a 2.3% decrease in average
miles per tractor.  Our weighted average number of tractors increased 2.1% in the 2006 period from the 2005 period.  Our ability to recruit and
retain a sufficient number of qualified drivers limited our fleet growth in the 2006 period.

Salaries, wages and benefits consist of compensation for our employees, including both driver and non-driver employees, employees� health
insurance, 401(k) plan contributions and other fringe benefits.  These expenses vary depending upon the ratio of company drivers to independent
contractors, our efficiency, our experience with employees� health insurance claims, changes in health care premiums and other factors. The
increase in salaries, wages and benefits resulted primarily from an increase in the size of our company-owned fleet.  Additionally, an increase of
$108,000 in our employees� health insurance expense increased our estimated costs of our self-insured medical claims in the 2006 period.

Purchased transportation consists of payments to independent contractor providers of revenue equipment and to carriers for transportation
services arranged by the Company in connection with brokerage and intermodal activities.  This category will vary depending upon the ratio of
company drivers versus independent contractors, the amount of fuel surcharges passed through to independent contractors and the amount and
rates paid to third-party railroad and motor carriers by the Company.  Purchased transportation expense increased $974,000, or 4.7%, in the 2006
period from the 2005 period.  This expense, excluding fuel surcharges passed through to independent contractors and brokerage and intermodal
payments by the Company, decreased $3.5 million, or 23.0%, in the 2006 period, primarily due to a decrease in the number of independent
contractor-owned tractors in our fleet.  Payments to carriers for transportation services arranged by the Company were $6.8 million in the 2006
period and $2.8 million in the 2005 period.  The amount of fuel surcharges passed through to independent contractors increased $448,000 in the
2006 period.

Fuel and fuel taxes, which we refer to as fuel expense, net of fuel surcharge revenue of $20.4 million in the 2006 period and $12.7 million in the
2005 period, increased $2.7 million, or 22.1%, to $14.9 million in the 2006 period from $12.2 million in the 2005 period. The increase was
primarily due to a 8.0% increase in miles driven by our company-owned fleet, a higher average fuel price net of surcharges and lower fuel
efficiencies associated with newer tractors.  Our fuel prices, which remain high based on historical standards, significantly increased to an
average of $2.75 per gallon in the 2006 period from an average of $2.15 per gallon in the 2005 period.  We have fuel surcharge provisions in
substantially all of our transportation contracts and attempt to recover a portion of these increased expenses through fuel surcharges and higher
rates.  We expect our fuel expense to increase in the future because we believe that government mandated emissions standards, which became
effective October 1, 2002, have resulted in less fuel-efficient engines, and that more restrictive emissions standards that take effect in 2007 will
result in further declines in engine efficiency.

Supplies and maintenance consist of repairs, maintenance, tires, parts, oil and engine fluids, along with load-specific expenses including
loading/unloading, tolls, pallets and trailer hostling.  The increase in supplies and maintenance in the 2006 period primarily resulted from our
larger fleet and the higher percentage of company-owned tractors in our fleet, for which we bear all maintenance expenses.  Our maintenance
practices were consistent with the 2005 period.

Depreciation relates to owned tractors, trailers, communications units, terminal facilities and other assets. Gains or losses on dispositions of
revenue equipment are set forth in a separate line item, rather than included in this category. The increase in depreciation was due to an increase
in revenue equipment and in the relative percentage of company-owned tractors to independent contractor-owned tractors in the 2006 period. 
We
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expect our annual cost of tractor and trailer ownership will increase in future periods as a result of our accelerated tractor fleet replacement and
higher prices of new equipment, which is expected to result in greater depreciation over the useful life.

Insurance and claims consist of the costs of insurance premiums and the accruals we make for claims within our self-insured retention amounts,
primarily for personal injury, property damage, physical damage to our equipment, cargo claims and workers� compensation claims.  These
expenses will vary primarily based upon the frequency and severity of our accident experience, our self-insured retention levels and the market
for insurance.  The increase in insurance and claims in the 2006 period was comprised of a $379,000 increase in the cost of self-insured accident
claims and a $180,000 decrease in insurance premiums.  We are responsible for the first $1.0 million on each auto liability claim and up to $1.0
million in the aggregate for all auto liability claims between $1.0 million and $2.0 million.  We are also responsible for the first $750,000 on
each workers� compensation claim.  Our significant self-insured retention and our risk on the first $1.0 million of auto liability claims in the $1.0
million to $2.0 million corridor expose us to the possibility of significant fluctuations in claims expense between periods depending on the
frequency, severity and timing of claims and to adverse financial results if we incur large or numerous losses.  In the event of an uninsured claim
above our insurance coverage, or an increase in the frequency or severity of claims within our self-insured retention, our financial condition and
results of operations could be materially and adversely affected.

In the 2006 period, increases in the market value for used revenue equipment along with additional planned revenue equipment dispositions
caused our gain on disposition of revenue equipment to increase to $1.7 million from $1.2 million in the 2005 period.  Future gains or losses on
disposition of revenue equipment will be impacted by the market for used revenue equipment, which is beyond our control.

As a result of the foregoing factors, our operating expenses as a percentage of operating revenue, or �operating ratio,� was 91.0% in the 2006
period compared with 89.8% in the 2005 period.

Interest expense primarily consists of interest on our unsecured committed credit facility and senior unsecured notes.  The increase in interest
expense was primarily the result of higher average debt balances outstanding in the 2006 period.

Our effective income tax rate was 31.2% in the 2006 period compared with 39.2% in the 2005 period, because we decreased our deferred
income tax liability by $875,000 during the 2006 period.  This decrease was primarily due to a change in our income apportionment for several
states, which produced a lower expected effective state income tax rate, net of federal impact.  We expect our effective income tax rate to be in
the range of 36% to 37% for the full year in 2006, and in the range of 38.5% to 39.5% thereafter.

As a result of the factors described above, net income increased 11.5%, to $7.5 million in the 2006 period from $6.8 million in the 2005 period.
Net earnings per share increased to $0.34 per diluted share in the 2006 period from $0.31 per diluted share in the 2005 period.
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The following table sets forth for the periods indicated the components of our operating revenue and the dollar and percentage change for each
component:

Dollar Percentage
Change Change

Six Months Six Months Six Months
Ended Ended Ended
June 30, June 30, June 30,

(Dollars in thousands) 2006 2005 2006 vs. 2005 2006 vs. 2005
Freight revenue $ 198,896 $ 186,359 $ 12,537 6.7 %
Fuel surcharge revenue 36,208 22,369 13,839 61.9
Non-freight revenue 16,313 6,978 9,335 133.8
Operating revenue $ 251,417 $ 215,706 $ 35,711 16.6 %

The following table sets forth for the periods indicated the dollar and percentage increase or decrease of the items in our unaudited consolidated
condensed statements of operations, and those items as a percentage of operating revenue:

Dollar Percentage Percentage of
Change Change Operating Revenue
Six Months Six Months Six Months
Ended Ended Ended
June 30, June 30, June 30,

(Dollars in thousands) 2006 vs. 2005 2006 vs. 2005 2006 2005
Operating revenue $ 35,711 16.6 % 100.0 % 100.0 %
Operating expenses (income):
Salaries, wages and benefits 9,627 15.9 27.9 28.1
Purchased transportation 239 0.6 16.3 18.8
Fuel and fuel taxes 18,314 39.3 25.8 21.6
Supplies and maintenance 2,546 18.9 6.4 6.2
Depreciation 3,231 17.6 8.6 8.5
Operating taxes and licenses 334 10.1 1.5 1.5
Insurance and claims 1,094 12.3 4.0 4.1
Communications and utilities 86 5.2 0.7 0.8
Gain on disposition of revenue equipment (1,630 ) (77.3 ) (1.5 ) (1.0 )
Other 901 20.2 2.1 2.1
Total operating expenses 34,742 17.7 91.7 90.8
Operating income 969 4.9 8.3 9.2
Other expenses (income):
Interest expense 614 53.8 0.7 0.5
Interest income and other 185 23.5 (0.2 ) (0.4 )
Minority interest 33 10.4 0.1 0.1

832 123.8 0.6 0.3
Income before income taxes 137 0.7 7.7 8.9
Provision for income taxes (878 ) (11.6 ) 2.7 3.5
Net income $ 1,015 8.8 % 5.0 % 5.4 %

Our operating revenue increased $35.7 million, or 16.6%, to $251.4 million in the 2006 period from $215.7 million in the 2005 period.  Freight
revenue increased $12.5 million, or 6.7%, to $198.9 million in the 2006 period from $186.4 million in the 2005 period.  We were able to
increase our freight revenue by increasing our freight rates, the size of our fleet and our business with existing and new customers.  Our fuel
surcharge

18

Edgar Filing: MARTEN TRANSPORT LTD - Form 10-Q

Item 2.                Management�s Discussion and Analysis of Financial Condition andResults of Operations.27



revenue increased $13.8 million, or 61.9%, to $36.2 million in the 2006 period from $22.4 million in the 2005 period primarily due to
significantly higher average fuel prices in the 2006 period more fully discussed below under �fuel and fuel taxes.�  The increase in non-freight
revenue in the 2006 period resulted from increased logistics services provided by MWL, as well as the formation by the Company of a logistics
division with brokerage services initiated in April 2005 and intermodal services initiated in October 2005.  Brokerage services involve arranging
for another company to transport freight for our customers while we retain the billing, collection and customer management responsibilities. 
Intermodal services involve the movement of our trailers on railroad flatcars for a portion of a trip.  Our average operating revenue per tractor
per week increased 12.1% in the 2006 period from the 2005 period.  Our average freight revenue per tractor per week increased 2.6% in the
2006 period from the 2005 period, due to a 6.6% increase in average freight revenue per total mile partially offset by a 3.7% decrease in average
miles per tractor.  Our weighted average number of tractors increased 4.0% in the 2006 period from the 2005 period.  Our ability to recruit and
retain a sufficient number of qualified drivers limited our fleet growth in the 2006 period.

The increase in salaries, wages and benefits resulted primarily from an increase in the size of our company-owned fleet and an increase in the
amount paid to company drivers of 2 cents per mile effective April 1, 2005.  This increase was partially offset by a decrease of $206,000 in
compensation expensed for our non-driver employees under our incentive compensation program in the 2006 period.

Purchased transportation expense increased $239,000, or 0.6%, in the 2006 period from the 2005 period.  This expense, excluding fuel
surcharges passed through to independent contractors and brokerage and intermodal payments by the Company, decreased $7.3 million, or
23.7%, in the 2006 period, primarily due to a decrease in the number of independent contractor-owned tractors in our fleet.  Payments to carriers
for transportation services arranged by the Company were $11.5 million in the 2006 period and $4.6 million in the 2005 period.  The amount of
fuel surcharges passed through to independent contractors increased $697,000 in the 2006 period.

Fuel and fuel taxes, which we refer to as fuel expense, net of fuel surcharge revenue of $36.2 million in the 2006 period and $22.4 million in the
2005 period, increased $4.5 million, or 18.5%, to $28.7 million in the 2006 period from $24.3 million in the 2005 period. The increase was
primarily due to a 8.9% increase in miles driven by our company-owned fleet, a higher average fuel price net of surcharges and lower fuel
efficiencies associated with newer tractors.  Our fuel prices, which remain high based on historical standards, significantly increased to an
average of $2.57 per gallon in the 2006 period from an average of $2.05 per gallon in the 2005 period.

The increase in supplies and maintenance in the 2006 period primarily resulted from our larger fleet and the higher percentage of
company-owned tractors in our fleet, for which we bear all maintenance expenses.  Our maintenance practices were consistent with the 2005
period.

The increase in depreciation was due to an increase in revenue equipment and in the relative percentage of company-owned tractors to
independent contractor-owned tractors in the 2006 period.

The increase in insurance and claims in the 2006 period was comprised of a $1.4 million increase in the cost of self-insured accident claims and
a $261,000 decrease in insurance premiums.

In the 2006 period, increases in the market value for used revenue equipment along with additional planned revenue equipment dispositions
caused our gain on disposition of revenue equipment to increase to $3.7 million from $2.1 million in the 2005 period.

As a result of the foregoing factors, our operating expenses as a percentage of operating revenue, or �operating ratio,� was 91.7% in the 2006
period compared with 90.8% in the 2005 period.

The increase in interest expense was primarily the result of higher average debt balances outstanding in the 2006 period.
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Our effective income tax rate was 34.7% in the 2006 period compared with 39.6% in the 2005 period, because we decreased our deferred
income tax liability by $875,000 during the 2006 period.  This decrease was primarily due to a change in our income apportionment for several
states, which produced a lower expected effective state income tax rate, net of federal impact.

As a result of the factors described above, net income increased 8.8%, to $12.6 million in the 2006 period from $11.6 million in the 2005 period.
Net earnings per share increased to $0.57 per diluted share in the 2006 period from $0.53 per diluted share in the 2005 period.

Liquidity and Capital Resources

Our business requires substantial, ongoing capital investments, particularly for new tractors and trailers. Our primary sources of liquidity are
funds provided by operations, our unsecured senior notes and our revolving credit facility. A portion of our tractor fleet is provided by
independent contractors who own and operate their own equipment. We have no capital expenditure requirements relating to those drivers who
own their tractors or obtain financing through third parties. However, to the extent we purchase tractors and extend financing to the independent
contractors through our tractor purchase program, we have an associated capital expenditure requirement.

The table below reflects our net cash flows provided by operating activities, net cash flows used for investing activities and total long-term debt,
including current maturities, for the periods indicated.

Six Months
Ended June 30,

(In thousands) 2006 2005
Net cash flows provided by operating activities $ 30,730 $ 27,912
Net cash flows used for investing activities 37,856 28,111
Long-term debt, including current maturities, at June 30 56,064 34,724

In the first six months of 2006, we spent approximately $38.0 million, net of proceeds from dispositions, to purchase new revenue equipment
and also recognized a gain of $3.7 million on the disposition of used equipment.  We estimate that capital expenditures, net of proceeds from
dispositions, will be approximately $32 million for the remainder of 2006, primarily for new revenue equipment.  This estimate may be impacted
by the timing of tractor and trailer deliveries between 2006 and 2007.  Based on our current operating performance, the market for used tractors,
our liquidity and our expectations concerning tractors manufactured in 2007, we decided to accelerate our tractor fleet replacement during 2005
and 2006 to allow us greater flexibility in our decisions to purchase tractors in 2007, to add capacity to meet growing demand, and to add
tractors to our company fleet as more of our drivers become company drivers rather than independent contractors. This acceleration of our
tractor fleet replacement has not impacted the useful lives of our tractors or caused impairment to the carrying amount reflected in our
consolidated balance sheet.  We expect to fund these capital expenditures with cash flows from operations and borrowings under our revolving
credit facility.  The outstanding principal balance of our credit facility has increased as a result of the accelerated fleet replacement.  We believe
our sources of liquidity are adequate to meet our current and anticipated needs for at least the next twelve months.  Based upon anticipated cash
flows, current borrowing availability and sources of financing we expect to be available to us, we do not anticipate any significant liquidity
constraints in the foreseeable future.

We have outstanding Series A Senior Unsecured Notes with an aggregate principal balance of $10.7 million at June 30, 2006. These notes
mature in October 2008, require annual principal payments of $3.57 million and bear interest at a fixed rate of 6.78%. We also have outstanding
Series B Senior Unsecured Notes with an aggregate principal balance of $5.7 million at June 30, 2006. These notes mature in April 2010, require
annual principal payments of $1.43 million and bear interest at a fixed rate of 8.57%.
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We maintain an unsecured committed credit facility in the amount of $55.0 million, which matures in April 2008.  In March 2006, we entered
into an amendment to the credit facility which increased the total facility from $45.0 million to $55.0 million through August 2006, at which
time the amount of the credit facility will return to $45.0 million.  At June 30, 2006, the credit facility had an outstanding principal balance of
$39.6 million, outstanding standby letters of credit of $4.2 million and remaining borrowing availability of $11.1 million. This facility bears
interest at a variable rate based on the London Interbank Offered Rate or the bank�s Prime Rate, in each case plus applicable margins.  The
weighted average interest rate for the credit facility was 5.84% at June 30, 2006.

Our credit facility prohibits us from paying, in any fiscal year, dividends in excess of 25% of our net income from the prior fiscal year. The debt
agreements discussed above also contain restrictive covenants which, among other matters, require us to maintain certain financial ratios,
including debt-to-equity, cash flow leverage, interest coverage and fixed charge coverage. We were in compliance with all of these covenants at
June 30, 2006.

We had $7.8 million in direct financing receivables from independent contractors under our tractor purchase program as of June 30, 2006,
compared with $9.1 million in receivables as of December 31, 2005. These receivables, which are collateralized by the tractors financed, are
used to attract and retain qualified independent contractors. We deduct payments from the independent contractors� settlements weekly and, as a
result, have experienced minimal collection issues for these receivables.

The following is a summary of our contractual obligations as of June 30, 2006.  We have entered into agreements to purchase $31.9 million of
revenue equipment in the remainder of 2006 and in 2007, which is included in the following summary.  We also plan to purchase an additional
$31.0 million of revenue equipment in the remainder of 2006 and an additional $19.4 million of revenue equipment in 2007 for which we have
not entered into binding agreements.

Payments Due by Period
Remainder 2007 2009
of and and

(In thousands) 2006 2008 2010 Thereafter Total
Long-term debt obligations $ 3,572 $ 49,635 $ 2,857 $ � $ 56,064
Purchase obligations for revenue equipment 10,178 21,755 � � 31,933
Operating lease obligations 135 384 214 70 803
Total $ 13,885 $ 71,774 $ 3,071 $ 70 $ 88,800

Related Parties

MWL, our 45% owned affiliate, is a third-party provider of logistics services to the transportation industry.  In the first six months of 2006 and
the first six months of 2005, we received $8.1 million and $10.6 million, respectively, of our revenue from transportation services arranged by
MWL. We have applied the provisions of FASB Interpretation No. 46, �Consolidation of Variable Interest Entities,� as revised, to our investment
in MWL effective March 31, 2004.

We purchase fuel and obtain tires and related services from Bauer Built, Incorporated, or BBI. Jerry M. Bauer, one of our directors, is the
president and a stockholder of BBI.  We paid BBI $679,000 in the first six months of 2006 and $550,000 in the first six months of 2005 for fuel
and tire services. In addition, we paid $1.1 million in the first six months of 2006 and $711,000 in the first six months of 2005 to tire
manufacturers for tires that we purchased from the tire manufacturers but were provided by BBI. BBI received commissions from the tire
manufacturers related to these purchases.  Other than any benefit received from his ownership interest, Mr. Bauer receives no compensation or
other benefits from our business with BBI.
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Off-Balance Sheet Arrangements

Other than standby letters of credit maintained in connection with our self-insurance programs in the amount of $4.2
million and operating leases summarized above in our summary of contractual obligations, we did not have any other
material off-balance sheet arrangements at June 30, 2006.

Inflation and Fuel Costs

Most of our operating expenses are inflation-sensitive, with inflation generally producing increased costs of operations. During 2005 and the
first six months of 2006, the most significant effects of inflation have been on revenue equipment prices, accident claims, health insurance and
employee compensation. We attempt to limit the effects of inflation through increases in freight rates and cost control efforts.

In addition to inflation, fluctuations in fuel prices can affect our profitability. We require substantial amounts of fuel to operate our tractors and
power the temperature-control units on our trailers. Substantially all of our contracts with customers contain fuel surcharge provisions. Although
we historically have been able to pass through most long-term increases in fuel prices and related taxes to customers in the form of surcharges
and higher rates, increases usually are not fully recovered. Fuel prices were high throughout 2005 and the first six months of 2006, which has
increased our cost of operating. The elevated level of fuel prices is expected to continue for the remainder of 2006.

Seasonality

Our tractor productivity generally decreases during the winter season because inclement weather impedes operations and some shippers reduce
their shipments. At the same time, operating expenses generally increase, with fuel efficiency declining because of engine idling and harsh
weather creating higher accident frequency, increased claims and more equipment repairs.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions about future events, and apply judgments that affect the reported amounts of assets, liabilities,
revenue and expenses in our consolidated condensed financial statements and related notes.  We base our estimates, assumptions and judgments
on historical experience, current trends and other factors believed to be relevant at the time our consolidated condensed financial statements are
prepared.  However, because future events and their effects cannot be determined with certainty, actual results could differ from our estimates
and assumptions, and such differences could be material.  We believe that the following critical accounting policies affect our more significant
estimates, assumptions and judgments used in the preparation of our consolidated condensed financial statements.

Revenue Recognition. We recognize revenue, including fuel surcharges, at the time shipment of freight is completed.

Accounts Receivable.  We are dependent on a limited number of customers, and as a result, our trade accounts receivable
are highly concentrated. Trade accounts receivable are recorded at the invoiced amounts, net of an allowance for
doubtful accounts.  A considerable amount of judgment is required in assessing the realization of these receivables
including the current creditworthiness of each customer and related aging of the past-due balances, including any
billing disputes.  In order to assess the collectibility of these receivables, we perform ongoing credit evaluations of our
customers� financial condition.  Through these evaluations, we may become aware of a situation where a customer may
not be able to meet its financial obligations due to deterioration of its financial viability, credit ratings or bankruptcy. 
The allowance for doubtful accounts is based on the best information available to us and is reevaluated and adjusted as
additional information is received.  We evaluate the allowance based on historical write-off experience, the size of the
individual customer balances, past-due amounts and the overall national economy.  We review the adequacy of our
allowance for doubtful accounts quarterly.
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Property and Equipment. The transportation industry requires significant capital investments. Our net property and
equipment was $290.8 million as of June 30, 2006 and $269.9 million as of December 31, 2005. Our depreciation
expense was $21.6 million for the first six months of 2006 and $18.3 million for the first six months of 2005. We
compute depreciation of our property and equipment for financial reporting purposes based on the cost of each asset,
reduced by its estimated salvage value, using the straight-line method over its estimated useful life. We determine and
periodically evaluate our estimate of the projected salvage values and useful lives primarily by considering the market
for used equipment, prior useful lives and changes in technology. We have not changed our policy regarding salvage
values as a percentage of initial cost or useful lives of tractors and trailers within the last ten years. We believe that our
policies and past estimates have been reasonable. Actual results could differ from these estimates. A 5% decrease in
estimated salvage values would have decreased our net property and equipment as of June 30, 2006 by approximately
$5.2 million, or 1.8%.

In the first six months of 2006, we replaced most of our company-owned tractors within 3.75 years and our trailers within 7 years after
purchase.  Our useful lives for depreciating tractors is 5 years and trailers is 7 years, with a 25% salvage value for tractors and a 35% salvage
value for trailers.  These salvage values are based upon the expected market values of the equipment after 5 years for tractors and 7 years for
trailers.  Depreciation expense calculated in this manner approximates the continuing declining value of the revenue equipment, and, for tractors,
continues at a consistent straight-line rate for units held beyond the normal replacement cycle.  Calculating tractor depreciation expense with a
5-year useful life and a 25% salvage value results in the same depreciation rate of 15% of cost per year and the same net book value of 43.75%
of cost at the 3.75-year replacement date as using a 3.75-year useful life and 43.75% salvage value.  As a result, there is no difference in
recorded depreciation expense on a quarterly or annual basis with our 5-year useful life and 25% salvage value compared with a 3.75-year useful
life and 43.75% salvage value.

Impairment of Assets. Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to future net undiscounted cash flows expected to be
generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of
are reported at the lower of the carrying amount or fair value less the costs to sell.

Insurance and Claims. We self-insure, in part, for losses relating to workers� compensation, auto liability, general liability,
cargo and property damage claims, along with employees� health insurance with varying risk retention levels. We
maintain insurance coverage for per-incident and total losses in excess of these risk retention levels in amounts we
consider adequate based upon historical experience and our ongoing review. However, we could suffer a series of
losses within our self-insured retention limits or losses over our policy limits, which could negatively affect our
financial condition and operating results. We are responsible for the first $1.0 million on each auto liability claim and
up to $1.0 million in the aggregate for all auto liability claims between $1.0 million and $2.0 million.  We are also
responsible for the first $750,000 on each workers� compensation claim.  We have $4.2 million in standby letters of
credit to guarantee settlement of claims under agreements with our insurance carriers and regulatory authorities. The
insurance and claims accruals in our consolidated balance sheets were $13.8 million as of June 30, 2006, and $13.1
million as of December 31, 2005. We reserve currently for the estimated cost of the uninsured portion of pending
claims. We periodically evaluate and adjust these reserves based on our evaluation of the nature and severity of
outstanding individual claims and our estimate of future claims development based on historical claims development
factors. We believe that our claims development factors have historically been reasonable, as indicated by the
adequacy of our insurance and claims accruals compared to settled claims. Actual results could differ from these
current estimates.  In addition, to the extent that claims are litigated and not settled, jury awards are difficult to
predict.  If our claims settlement experience worsened causing our historical claims development factors to increase
by 5%, our estimated outstanding loss reserves as of June 30, 2006 would have needed to increase by approximately
$1.9 million.
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Share-based Payment Arrangement Compensation.  We have granted stock options to certain employees and non-employee
directors.  We recognize compensation expense for all share-based payment arrangements granted after December 31,
2005 and prior to but not yet vested as of December 31, 2005, in accordance with SFAS 123R.  Under the fair value
recognition provisions of SFAS 123R, we record share-based compensation expense net of an estimated forfeiture rate
and only record compensation expense for those shares expected to vest on a straight-line basis over the requisite
service period for service-based awards (normally the vesting period).  Compensation expense will be recorded for
performance-based awards in the periods in which the performance condition is probable of achievement.  Prior to
SFAS 123R adoption, we accounted for share-based payment arrangements under Accounting Principles Board
Opinion No. 25, �Accounting for Stock Issued to Employees� and accordingly, did not reflect compensation expense in
net income as all stock options granted had an exercise price equal to the market value of the underlying common
stock on the date of grant.

Determining the appropriate fair value model and calculating the fair value of share-based payment arrangements require the input of highly
subjective assumptions, including the expected life of the share-based payment arrangements and stock price volatility.  We use the
Black-Scholes model to value our stock option awards.  We believe that future volatility will not materially differ from our historical volatility. 
Thus, we use the historical volatility of our common stock over the expected life of the award.  The assumptions used in calculating the fair
value of share-based payment awards represent our best estimates, but these estimates involve inherent uncertainties and the application of
judgment.  As a result, if factors change and we use different assumptions, share-based compensation expense could be materially different in
the future.  In addition, we are required to estimate the expected forfeiture rate and only recognize expense for those shares expected to vest.  If
the actual forfeiture rate is materially different from the estimate, share-based compensation expense could be significantly different from what
has been recorded in the current period.

Income Taxes.  We account for income taxes in accordance with Statement of Financial Accounting Standards No. 109,
�Accounting for Income Taxes.�  As part of the process of preparing our consolidated financial statements, we are
required to estimate our income taxes in each of the jurisdictions in which we operate.  This process involves
estimating our current tax exposure together with assessing temporary differences resulting from differing treatment
of items for tax and financial reporting purposes.  These temporary differences result in deferred tax assets and
liabilities, which are included in our  accompanying consolidated balance sheets.  Deferred tax assets and liabilities
are measured using enacted tax rates expected to apply to taxable income in the years in which the temporary
differences are expected to be recovered or settled.  To the extent it is determined that it is not likely that our deferred
tax assets will be recovered from future taxable income, a valuation allowance must be established for the amount of
the deferred tax assets determined not to be realizable.  A valuation allowance for deferred tax assets has not been
deemed necessary due to our profitable operations.  However, if the facts or our financial results were to change,
thereby impacting the likelihood of realizing the deferred tax assets, judgment would have to be applied to determine
the amount of any valuation allowance required in any given period.

Recent Accounting Pronouncement

In July 2006, the Financial Accounting Standards Board, or FASB, issued Interpretation No. 48, �Accounting for Uncertainty in Income Taxes �
an interpretation of FASB Statement No. 109.�  The Interpretation clarifies the accounting for uncertainty in income taxes recognized in an
enterprise�s financial statements in accordance with FASB Statement No. 109 �Accounting for Income Taxes.�  The Interpretation prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return.  The Interpretation also provides guidance on derecognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition.  The Interpretation is effective for fiscal years beginning after December 15, 2006.  The adoption of the
Interpretation is not expected to have a significant impact on our results of operations or financial position.
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Item 3.  Quantitative And Qualitative Disclosures About Market Risk.

We are exposed to a variety of market risks, most importantly the effects of the price and availability of diesel fuel and changes in interest rates.

Commodity Price Risk

Our operations are heavily dependent upon the use of diesel fuel. The price and availability of diesel fuel can vary and are subject to political,
economic and market factors that are beyond our control. Significant increases in diesel fuel costs could materially and adversely affect our
results of operations and financial condition. Historically, we have been able to recover a portion of diesel fuel price increases from customers in
the form of fuel surcharges.

We presently use fuel surcharges to address the risk of high fuel prices. Fuel surcharge programs are widely accepted among our customers,
though they can vary somewhat from customer-to-customer. We believe fuel surcharges are effective at mitigating the risk of high fuel prices,
although we do not recover the full amount of fuel price increases.

Interest Rate Risk

Our market risk is also affected by changes in interest rates. We have historically maintained a combination of fixed rate and variable rate
obligations to manage our interest rate exposure. Fixed rate obligations expose us to the risk that interest rates might fall. Variable rate
obligations expose us to the risk that interest rates might rise.

Our fixed rate obligations consist of amounts outstanding under our unsecured senior notes. The $10.7 million outstanding at June 30, 2006,
under our Series A Senior Notes, bears interest at a fixed annual rate of 6.78%. The $5.7 million outstanding at June 30, 2006, under our Series
B Senior Notes, bears interest at a fixed annual rate of 8.57%.  Based on such outstanding amounts, a one percentage point decline in market
interest rates would have the effect of increasing the premium we pay over market interest rates by approximately $164,000 annually.

Our variable rate obligations consist of borrowings under our revolving credit facility. Our revolving credit facility carries a variable interest rate
based on the London Interbank Offered Rate or the bank�s Prime Rate, in each case plus applicable margins. The weighted average interest rate
for the facility was 5.84% at June 30, 2006. As of June 30, 2006, we had borrowed $39.6 million under the credit facility. Based on such
outstanding amount, a one percentage point increase in market interest rates would cost us $396,000 in additional gross interest cost on an
annual basis.

Item 4.  Controls and Procedures.

As required by Rule 13a-15 under the Securities Exchange Act of 1934 (�Exchange Act�), we have carried out an evaluation of the effectiveness
of the design and operation of our disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(e)) as of the end of the period
covered by this report.  This evaluation was carried out under the supervision and with the participation of our management, including our
President and Chief Executive Officer and our Chief Financial Officer.  Based upon that evaluation, our President and Chief Executive Officer
and our Chief Financial Officer concluded that our disclosure controls and procedures were effective as of June 30, 2006.  There were no
changes in our internal control over financial reporting that occurred during the period covered by this report that have materially affected, or
that are reasonably likely to materially affect, our internal control over financial reporting.  We intend to periodically evaluate our disclosure
controls and procedures as required by the Exchange Act Rules.
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PART II.  OTHER INFORMATION

Item 1A. Risk Factors.

We do not believe there are any material changes from the risk factors previously disclosed in Item 1A. to Part 1 of our Form 10-K for
the year ended December 31, 2005.

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

Our annual meeting of stockholders was held on May 4, 2006.  The following items were voted upon at the annual meeting:

(a) Five incumbent directors were elected to serve one-year terms expiring at the annual meeting of stockholders to be held in 2007.  The
following summarizes the votes cast for, votes withheld and broker non-votes for each nominee:

Nominee Votes For Votes Withheld Broker Non-Votes
Randolph L. Marten 13,854,961 5,372,031 �
Larry B. Hagness 18,468,330 758,662 �
Thomas J. Winkel 19,226,974 18 �
Jerry M. Bauer 12,497,630 6,729,362 �
Christine K. Marten 12,689,638 6,537,354 �

(b) The stockholders also voted to confirm the appointment of KPMG LLP as our independent public accountants for the year ending December
31, 2006 by a vote of 19,460,788 shares in favor, 18,085 shares against and 3,705 shares abstaining.

Item 6.       Exhibits.

Item
No. Item Method of Filing
10.25 Named Executive Officers� Compensation Summary Incorporated by reference to Exhibit 10.1 of the Company�s

Current Report on Form 8-K filed May 10, 2006.

10.26 Form of Non-employee Director Non-statutory Stock Option
Agreement

Filed with this Report.

31.1 Certification pursuant to Item 601(b)(31) of Regulation S-K, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002, by Randolph L. Marten, the Registrant�s President and Chief
Executive Officer (Principal Executive Officer)

Filed with this Report.

31.2 Certification pursuant to Item 601(b)(31) of Regulation S-K, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002, by James J. Hinnendael, the Registrant�s Chief Financial
Officer (Principal Financial Officer)

Filed with this Report.

32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Filed with this Report.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned, thereunto duly authorized.

MARTEN TRANSPORT, LTD.

Dated: August 9, 2006 By: /s/Randolph L. Marten
Randolph L. Marten
President and Chief Executive Officer
(Principal Executive Officer)

Dated: August 9, 2006 By: /s/ James J. Hinnendael
James J. Hinnendael
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX TO FORM 10-Q
For the Quarter Ended June 30, 2006

Item
No. Item Method of Filing
10.25 Named Executive Officers� Compensation

Summary
Incorporated by reference to
Exhibit 10.1 of the
Company�s Current Report on
Form 8-K filed May 10, 2006.

10.26 Form of Non-employee Director Non-statutory
Stock Option Agreement

Filed with this Report.

31.1 Certification pursuant to Item 601(b)(31) of
Regulation S-K, as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002, by
Randolph L. Marten, the Registrant�s President
and Chief Executive Officer (Principal Executive
Officer)

Filed with this Report.

31.2 Certification pursuant to Item 601(b)(31) of
Regulation S-K, as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002, by James
J. Hinnendael, the Registrant�s Chief Financial
Officer (Principal Financial Officer)

Filed with this Report.

32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

Filed with this Report.
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