Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A

KNIGHT TRANSPORTATION INC
Form DEF 14A
April 10, 2009
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A
Proxy Statement Pursuant to Section 14(a) of the Securities Exchange Act of 1934

Filed by the Registrant x
Filed by a Party other than the Registrant o

Check the appropriate box:

Preliminary Proxy Statement

Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
Definitive Proxy Statement

Definitive Additional Materials

Soliciting Material under §240.14a-12

© © »x O O

KNIGHT TRANSPORTATION, INC.
(Name of Registrant as Specified In Its Charter)

N/A
(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

x  No fee required
o Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and O-11.

(1)Title of each class of securities to which transaction applies: N/A
(2)Aggregate number of securities to which transaction applies: N/A
(3)Per unit price or other underlying value of transaction computed pursuant

to Exchange Act Rule 0-11 (set forth the amount on which the filing fee is

calculated and state how it was determined): N/A
(4)Proposed maximum aggregate value of transaction: N/A
(5)Total fee paid: N/A

o  Fee paid previously with preliminary materials.
Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(1)Amount previously paid: N/A
(2)Form, Schedule or Registration Statement No.: N/A
(3)Filing Party: N/A



Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A
(4)Date Filed: N/A




Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A

KNIGHT TRANSPORTATION, INC.
5601 West Buckeye Road
Phoenix, Arizona 85043

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 21, 2009
To our Shareholders:

You are cordially invited to attend the 2009 Annual Meeting of Shareholders (the "Annual Meeting") of KNIGHT
TRANSPORTATION, INC. to be held at 8:30 A.M., Phoenix time, on May 21, 2009, at our corporate headquarters
located at 5601 W. Buckeye Road, Phoenix, Arizona 85043. The purposes of the Annual Meeting are to:

1. Elect three Class II Directors, each director to serve a term of three years;
2. Approve and ratify the Knight Transportation, Inc. Employee Stock Purchase Plan;

3. Approve and ratify an amendment and restatement of the Knight Transportation, Inc. 2003 Stock Option Plan (the
"2003 Stock Option Plan"), which among other things (i) renames the plan the "Knight Transportation, Inc.
Amended and Restated 2003 Stock Option and Equity Compensation Plan," (ii) provides additional terms and
administrative procedures applicable to restricted stock grants, and (iii) authorizes the issuance of stock
appreciation rights;

4.Approve and ratify a one-time stock option exchange program for employees, along with an accompanying
amendment to the 2003 Stock Option Plan to permit such exchange;

5.Ratify the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for fiscal
year 2009; and

6. Transact such other business as may properly come before the Annual Meeting.

The Board of Directors has fixed the close of business on March 31, 2009, as the record date for determining those
shareholders who are entitled to receive notice of and vote at the Annual Meeting or any adjournment(s)
thereof. Shares of our Common Stock can be voted at the Annual Meeting only if the holder is present at the Annual
Meeting in person or by valid proxy. A copy of our 2008 Annual Report to Shareholders, which includes audited
consolidated financial statements, is enclosed. YOUR VOTE IS IMPORTANT. TO ENSURE YOUR
REPRESENTATION AT THE ANNUAL MEETING, YOU ARE REQUESTED TO PROMPTLY DATE, SIGN,
AND RETURN THE ACCOMPANYING PROXY IN THE ENCLOSED ENVELOPE. You may also vote on the
Internet by completing the electronic voting instruction form found at www.proxyvote.com or by telephone using a
touch-tone telephone and calling 1-800-690-6903. The prompt return of your proxy may save us additional expenses
of solicitation.

By Order of the Board of Directors,
/s/ David A. Jackson
David A. Jackson, Secretary

Phoenix, Arizona
April 10, 2009
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KNIGHT TRANSPORTATION, INC.
5601 West Buckeye Road
Phoenix, Arizona 85043

PROXY STATEMENT
FOR ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 21, 2009

GENERAL INFORMATION

This Proxy Statement is furnished in connection with the solicitation of proxies from the shareholders of Knight
Transportation, Inc. to be voted at the Annual Meeting of Shareholders (the "Annual Meeting") to be held at 8:30
A.M. Phoenix time, on May 21, 2009, at our corporate headquarters located at 5601 W. Buckeye Road, Phoenix,
Arizona 85043. THE ENCLOSED PROXY IS SOLICITED BY OUR BOARD OF DIRECTORS. If not otherwise
specified, all proxies received pursuant to this solicitation will be voted (i) FOR the director nominees named herein;
(i1) FOR the approval and ratification of the Knight Transportation, Inc. Employee Stock Purchase Plan; (iii) FOR the
approval and ratification of the amendment and restatement of the Knight Transportation, Inc. 2003 Stock Option Plan
("the 2003 Stock Option Plan"), which among other things (a) renames the plan the "Knight Transportation, Inc.
Amended and Restated 2003 Stock Option and Equity Compensation Plan," (b) provides additional terms and
administrative procedures applicable to restricted stock grants, and (c) authorizes the issuance of stock appreciation
rights; (iv) FOR the approval and ratification of a one-time stock option exchange program for employees, along with
an accompanying amendment to the 2003 Stock Option Plan to permit such exchange; (v) FOR ratification of the
appointment of Deloitte & Touche LLP as our independent registered public accounting firm for fiscal year 2009; and
(vi) with respect to any other matters properly brought before the Annual Meeting, in accordance with the
recommendations of the Board of Directors, or, if no recommendations are given, in accordance with the judgment of
the proxy holders.

This Proxy Statement, the proxy card, and our Annual Report were first mailed on or about April 10, 2009, to
shareholders of record at the close of business on March 31, 2009 (the "Record Date").

nn nn
’

The terms "we," "our," "us," or the "Company" refer to Knight Transportation, Inc. and its subsidiaries.

Voting Rights

Only holders of record of our Common Stock, par value $0.01 per share ("Common Stock"), at the close of business
on the Record Date are entitled to vote at the Annual Meeting, either in person or by valid proxy. Except in the
election of directors, shareholders are entitled to one vote for each share held of record on each matter of business to
be considered at the Annual Meeting. In the election of directors, Arizona law requires cumulative voting. See
"Required Vote; Cumulative Voting." As of the Record Date, there were issued and outstanding approximately
83,067,002 shares of our Common Stock, entitled to cast an aggregate 83,067,002 votes on all matters subject to a
vote at the Annual Meeting, other than in the election of the Class II directors, where the shares are entitled to an
aggregate 249,201,006 votes. Votes cast at the Annual Meeting will be tabulated by the Inspector of Elections and the
results of all items voted upon will be announced at the Annual Meeting.

Quorum Requirement
In order to transact business at the Annual Meeting, a quorum must be present. A quorum is present if a majority of
the issued and outstanding shares of Common Stock as of the Record Date are represented at the Annual Meeting in

person or by proxy. Shares that are entitled to vote but that are not voted at the direction of the holder (called
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"abstentions") and shares that are not voted by a broker or other record holder due to the absence of instructions from
the beneficial owner (called "broker non-votes") will be counted for the purpose of determining whether a quorum is
present.

Required Vote; Cumulative Voting

Election of Directors. Directors are elected by plurality of the votes cast, which means that the director nominees
receiving the highest number of votes for their election will be elected as directors. Abstentions and broker non-votes
are not counted as votes for the election of any director nominee. Under the Constitution of the State of Arizona, as
well as Section 10-728 of the Arizona Revised Statutes, shareholders have cumulative voting rights in electing
directors of an Arizona corporation. Cumulative voting means that each shareholder, when electing directors, has the
right to cast as many votes in the aggregate as he, she, or it has voting shares multiplied by the number of directors to
be elected. For example, this year three Class II directors will be elected. If a shareholder has 100 shares of Common
Stock, the shareholder is entitled to cast a total of 300 votes in the election of the Class II directors and may cast 300
votes for a single director nominee or distribute those votes among the three Class II director nominees.
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Other Matters. Approval of the other matters submitted to shareholders for consideration and action at the Annual
Meeting requires that the number of votes cast for the matter exceeds the number of votes cast against the matter.
Abstentions and broker non-votes will be disregarded in determining whether a matter has been approved. In other
words, abstentions and broker non-votes will be counted neither as votes for, nor as votes against, a matter.

Right to Attend the Annual Meeting; Revocation of Proxy

Returning a proxy card now will not interfere with your right to attend the Annual Meeting or to vote your shares
personally at the Annual Meeting, if you wish to do so. Shareholders who execute and return proxies may revoke
them at any time before they are exercised by giving written notice to our Secretary at our address, by executing a
subsequent proxy and delivering it to our Secretary, or by attending the Annual Meeting and voting in person.

Costs of Solicitation

We will bear the cost of solicitation of proxies, which we expect to be nominal, and we will include reimbursements
for the charges and expenses of brokerage firms and others for forwarding solicitation material to beneficial owners of
our outstanding Common Stock. Proxies will be solicited by mail and may be solicited personally by our directors,
officers, or employees, who will not receive any additional compensation for any such services.

Annual Report

The information included in this Proxy Statement should be reviewed in conjunction with the Consolidated Financial
Statements, Notes to Consolidated Financial Statements, Reports of our Independent Registered Public Accounting
Firm, and other information included in our 2008 Annual Report to Shareholders that was mailed on or about April
10, 2009, together with this Notice of Annual Meeting and Proxy Statement, to all shareholders of record as of the
Record Date. A copy of our Annual Report is available free of charge on the Shareholder Relations section of our
corporate website at http://www.knighttrans.com. The Annual Report is not incorporated into this Proxy Statement,
and is not considered proxy-soliciting material.

How to Read this Proxy Statement

This Proxy Statement contains the proposals to be considered by shareholders at the Annual Meeting, as well as
important information concerning, among other things: our management and our Board of Directors; executive
compensation; transactions between us and our officers, directors, and affiliates; the stock ownership of management
and other large shareholders; the services provided to us by and fees of Deloitte & Touche LLP, our independent
registered public accounting firm; and instructions for shareholders who want to make proposals at the 2010 Annual
Meeting of Shareholders. Each shareholder should read this information before completing and returning the enclosed
proxy card.

PROPOSAL NO. 1 — ELECTION OF DIRECTORS

Our Board of Directors presently consists of eight members. The directors are divided into three classes, with each
class serving a three-year term. The shareholders elect approximately one-third of the Board of Directors each year.
Three Class II directors will be elected at the Annual Meeting.

Upon the recommendation of the Nominating and Corporate Governance Committee, the Board of Directors has

nominated Gary J. Knight, G.D. Madden, and Kathryn L. Munro for election as Class II directors at the Annual
Meeting.

10
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Each Class II director nominee will be elected to serve until the 2012 Annual Meeting of Shareholders or until his or
her successor shall have been duly elected and qualified or his or her resignation or removal, whichever occurs
first. Each of the Class II director nominees has consented to serve a three-year term.

If any of the nominees named above should become unavailable to serve as a director, the Board of Directors may
designate a substitute nominee. In that case, the proxy holders will vote for the substitute nominee designated by the

Board.

2
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Class II Director Nominees
Information concerning the nominees standing for election as Class II directors follows:
Gary J. Knight, 57 Director Since 1990

Gary J. Knight has served as a Vice Chairman of our Board of Directors since January 2004. Mr. Knight served as
our President from 1993 to January 2004, and has been one of our officers and a member of our Board of Directors
since 1990. From 1975 until 1990, Mr. Knight was employed by Swift Transportation Co., Inc. ("Swift"), a long-haul
truckload carrier, where he was an Executive Vice President.

G.D. Madden, 69 Director Since 1997

G.D. Madden has served as a member of our Board of Directors since January 1997. Since 1996, Mr. Madden has
been President of Madden Partners, a consulting firm he founded, which specializes in transportation technology and
strategic issues. Prior to founding Madden Partners, he was President and Chief Executive Officer of Innovative
Computing Corporation, a subsidiary of Westinghouse Electric Corporation. Mr. Madden founded Innovative
Computing Corporation ("ICC"), a privately held company, which grew to be the largest supplier of fully integrated
management information systems to the trucking industry. Mr. Madden sold ICC to Westinghouse in 1990 and
continued to serve as its President and Chief Executive Officer until 1996.

Kathryn L. Munro, 60 Director Since 2005

Kathryn L. Munro has served as a member of our Board of Directors since April 2005. She is a principal of
BridgeWest, LLC, a private equity investment company specializing in wireless technology companies. Ms. Munro
was the Chairperson of BridgeWest from February 1999 until July 2003. From 1996 to 1998, Ms. Munro served as
Chief Executive Officer of Bank of America's Southwest Banking Group and was President of Bank of America
Arizona from 1994 to 1996. Ms. Munro has served on the boards of directors of Flow International Corporation, a
Seattle-based manufacturer of industrial tools, since 1996; and Pinnacle West Capital Corporation, the holding
company of Arizona Public Service and Pinnacle West Energy, since 2000. Ms. Munro served on the board of Capitol
Bancorp Limited, a Michigan-based multi-bank holding company, from 2002 to 2006.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE "FOR" EACH OF THE
DIRECTOR NOMINEES.
CONTINUING DIRECTORS
Class I Directors

Information regarding our current Class I directors who were elected in 2008 for terms expiring at our 2011 Annual
Meeting of Shareholders follows:

Donald A. Bliss, 76 Director Since 1995

Donald A. Bliss has served as a member of our Board of Directors since February 1995. Until his retirement in
December 1994, Mr. Bliss was the Chief Executive Officer and Vice President of U.S. West Communications, a U.S.
West company. Mr. Bliss also is a director of the Western and Southern Life Insurance Company and the Biltmore
Bank of Arizona. Mr. Bliss served as Chairman of the Western Region Advisory Board of AON Risk Services of

12
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Arizona, Inc. from October 2001 to February 2005.

Richard J. Lehmann, 65 Director Since 2006

Richard J. Lehmann has served as a member of our Board of Directors since February 2006. Mr. Lehmann serves as
the founding principal of the Biltmore Bank of Arizona and is the Chairman of Bank Capital Corporation, the holding
company for the Biltmore Bank of Arizona. Until December 31, 1999, Mr. Lehmann served as Vice Chairman of
Bank One, when it acquired FCNBC, creating the fifth largest bank in the United States, with responsibility for all
consumer banking and credit card operations. Mr. Lehmann's previous positions include Chairman and Chief
Executive Officer of Valley National Bank. Prior to that, Mr. Lehmann spent 20 years with Citigroup in various
positions, including 10 years in the International Division, with more than three years as a Senior Corporate Officer in
Europe, the Middle East, and Africa. Mr. Lehmann is a member of the board of directors of the TGen
Foundation. He also serves on the Mayo Advisory Board and serves on the Board of Trustees at Thunderbird, The
Garvin School of International Management.

3

13



Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A

Table of Contents
Class III Directors

Information regarding our current Class III directors who were elected in 2007 for terms expiring at our 2010 Annual
Meeting of Shareholders follows:

Kevin P. Knight, 52 Director Since 1990

Kevin P. Knight has served as the Chairman of our Board of Directors since May 1999 and has served as our Chief
Executive Officer since 1993. He has been one of our officers and directors since 1990. From 1975 to 1984 and again
from 1986 to 1990, Mr. Knight was employed by Swift, where he served as Executive Vice President and President of
Cooper Motor Lines, Inc., a Swift subsidiary. From February 2004 through February 2008, Mr. Knight served on the
Board of Directors of Universal Technical Institute, Inc., a provider of post-secondary education. Mr. Knight currently
serves on the Board of Directors and Executive Committee of the American Trucking Associations.

Randy Knight, 60 Director Since 1989

Randy Knight rejoined our company as an employee in January 2009 and was appointed as a Vice Chairman of the
Board effective February 27, 2009. Mr. Knight was a founder of our company and served as an officer from 1989
until 1999 and as Chairman of the Board from 1993 until 1999. From 1999 until December 2008, Mr. Knight worked
outside of our company on a variety of personal investments, including Total Warehousing, Inc., a commercial
warehousing and local transportation business that he sold in 2004. Mr. Knight has been a member of our Board of
Directors since 1989. He also serves as a director of Biltmore Bank of Arizona. Mr. Knight was employed by Swift
or related companies from 1969 to 1985, where he was a Vice President.

Michael Garnreiter, 57 Director Since 2003

Michael Garnreiter has served as a member of our Board of Directors since September 2003. Mr. Garnreiter currently
is the managing member of Rising Sun Restaurant Group, LLC, a restaurant operating company in the casual dining
industry sector. Mr. Garnreiter also is a director and member of the audit committees of Taser International, Inc., a
manufacturer of non-lethal protection devices, and Amtech Systems, Inc., a supplier of horizontal diffusion furnace
systems. Mr. Garnreiter is the sole director of Syntax-Brillian Corporation, a company in bankruptcy that designs,
develops, and distributes high-definition televisions. Mr. Garnreiter was formerly the Executive Vice President,
Treasurer, and Chief Financial Officer of Main Street Restaurant Group, Inc., a publicly held restaurant operating
company. Prior to joining Main Street, Mr. Garnreiter served as a general partner of Arthur Andersen
LLP. Mr. Garnreiter began his career with Arthur Andersen in 1974 after graduating with a Bachelor of Science
degree in accounting from California State University at Long Beach. In 1986, he became the managing partner of
Arthur Andersen's Tucson, Arizona office. Mr. Garnreiter is a Certified Public Accountant in California and Arizona.

Kevin Knight, our Chairman and Chief Executive Officer, and Keith Knight, one of our executive officers, are
brothers and are cousins of Randy Knight and Gary Knight, who also are brothers.

CORPORATE GOVERNANCE
Applicable Corporate Governance Requirements

Our Common Stock has been listed on the New York Stock Exchange (the "NYSE") since December 30, 2004, and
we are subject to the NYSE listing standards, including those relating to corporate governance. Prior to listing on the
NYSE, our Common Stock was listed on what today is known as the Nasdaq Global Select Market ("NASDAQ"), and
we were subject to the NASDAAQ listing standards, including those related to corporate governance.
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Corporate Governance Guidelines

Our Board of Directors has adopted corporate governance guidelines to further its goal of providing effective
governance of our business and affairs for the long-term benefit of our shareholders. A copy of the corporate
governance guidelines is available free of charge on the Shareholder Relations section of our website at
http://www .knighttrans.com and is available in print to any shareholder who requests it. The Nominating and
Corporate Governance Committee is responsible for periodically reviewing the corporate governance guidelines and
recommending changes as appropriate to ensure the effective functioning of our Board of Directors and high quality
corporate governance.

4
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The Board of Directors has adopted a Code of Ethical Conduct that applies to all of our directors, officers, and
employees. In addition, we maintain a Policy Governing Responsibilities of Financial Managers and Senior Officers
(the "Financial Responsibilities Policy") that applies to our senior executive officers (Executive Vice President or
above), Chief Financial Officer, Chief Accounting Officer, Controller, and any other employee who is responsible for
the management of our funds or for the operation and maintenance of our financial accounting and reporting
system. The Code of Ethical Conduct and Financial Responsibilities Policy includes provisions applicable to our
principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions, which constitute a "code of ethics" within the meaning of Item 406(b) of Regulation S-K. Copies of
the Code of Ethical Conduct and Financial Responsibilities Policy are available free of charge on the Shareholder
Relations section of our website at http://www.knighttrans.com and are available in print to any shareholder who
requests them.

The Board of Directors and Its Committees
Board of Directors

Meetings of the Board of Directors. During the year ended December 31, 2008, our Board of Directors met on four
occasions. Each of the directors attended 75% or more of the meetings of the Board of Directors and the meetings
held by all of the committees of the Board on which he or she served. We encourage our directors to attend our
Annual Meetings of Shareholders. All of our directors attended the 2008 Annual Meeting of Shareholders.

Independent Directors. In accordance with NYSE Rule 303A.02(a), the Board of Directors affirmatively determines
the independence of each director after reviewing the findings and recommendations of the Nominating and Corporate
Governance Committee. Upon the recommendation of the Nominating and Corporate Governance Committee, the
Board has determined that Donald A. Bliss, G.D. Madden, Michael Garnreiter, Kathryn L. Munro, and Richard J.
Lehmann are independent (collectively, the "Independent Directors"). Except in their capacities as directors or as
holders of an immaterial amount of securities of other entities, neither Mr. Bliss, Mr. Madden, Mr. Garnreiter, nor Ms.
Munro, either directly or in his or her capacity as a partner, shareholder, officer, or similar position of another
organization, has or in the past three years had any business or financial relationship with us or any of our
subsidiaries. None of the Independent Directors or any of their immediate family members has or had any of the
disqualifying relationships with us or our subsidiaries specified in NYSE Rule 303A.02(b).

Executive Sessions. In 2008, pursuant to NYSE Rule 303A.03, our Independent Directors held two meetings, referred
to as "executive sessions," at which only the Independent Directors were present. The Chairman of the Nominating
and Corporate Governance Committee acts as the presiding director for all executive sessions. Mr. Bliss currently
serves as the Chairman of the Nominating and Corporate Governance Committee and will continue in that capacity
following the Annual Meeting. Our 2008 non-management directors, who were comprised of the Independent
Directors and Mr. Randy Knight did not meet in 2008. Contemporaneously with Mr. Randy Knight's return to our
company as a Vice Chairman of the Board in February 2009, he ceased being a non-management director. Our
Independent Directors will continue to hold at least one meeting annually at which only independent directors are
present.

Communication with Directors. Our Board of Directors provides a process for shareholders to send written
communications to the entire Board or to individual directors. To send a communication to the entire Board of
Directors, your communication should be addressed as follows: The Board of Directors, Knight Transportation, Inc.,
c/o David A. Jackson — Secretary, 5601 West Buckeye Road, Phoenix, Arizona 85043. Written communications
addressed in this manner will be copied and distributed to each director at or prior to the next Board meeting. If you
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wish to communicate with an individual director, your communication should be addressed as follows: Name —
Director, Knight Transportation, Inc., c/o David A. Jackson — Secretary, 5601 West Buckeye Road, Phoenix, Arizona
85043. Written communications received in this manner will not be opened, but rather delivered unopened to the
director to whom they are addressed at or prior to the next Board meeting, following clearance through normal
security procedures.

In addition, we provide a method for concerned parties to communicate directly with our non-management
directors. Any person wishing to contact our non-management directors may contact these directors through our
presiding non-management director, the Chairman of the Nominating and Corporate Governance Committee, whose
contact information may be obtained by writing our Secretary, David A. Jackson, at the address set forth above or by
calling our Investor Relations Department at telephone number (602) 606-6224.

5
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Committees of the Board of Directors
The Board of Directors has standing Audit, Nominating and Corporate Governance, Compensation, and Executive
Committees. The Board does not maintain any other standing committees. The following table sets forth the

membership of each of the standing committees of the Board of Directors as of February 28, 2009.

Nominating and

Corporate
Audit Governance  Compensation Executive

Name Committee Committee Committee Committee
Donald A. Bliss X X X
G.D. Madden X X
Michael Garnreiter X
Kevin P. Knight X
Gary J. Knight X
Kathryn L. Munro X X X
Richard J. X X

Lehmann
The Audit Committee

Purpose, Functions, Composition, and Meetings. The primary purpose of the Audit Committee is to assist the Board
of Directors in its oversight of:

* the integrity of our financial statements;
* the qualifications, independence, and performance of our independent registered public accounting firm; and
* our compliance with legal and regulatory requirements related to financial reporting.

As more fully outlined in the Audit Committee's charter, the primary functions of the Audit Committee include:

* making determinations regarding the selection and retention of our independent registered public accounting
firm and reviewing and pre-approving such firm's fees and the proposed scope of its services; and

* reviewing, and meeting with our management, internal auditors, and independent registered public accounting
firm, as applicable, to discuss, our financial statements and financial and related disclosures, our accounting
policies and principles, and our internal financial controls and reporting systems.

Messrs. Bliss, Madden, and Garnreiter currently serve on the Audit Committee, and Mr. Garnreiter serves as the
Chairman. Each member of the Audit Committee satisfies the independence and other audit committee membership
criteria set forth in NYSE Rule 303A.07. Specifically, each member of the Audit Committee:

* is independent under NYSE Rule 303A.02;

* meets the criteria for independence set forth in Rule 10A-3(b)(1) under the Securities Exchange Act of 1934, as
amended (the "Exchange Act"); and

* is financially literate, as our Board of Directors has interpreted such qualification in its business judgment.
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In addition, the Board has determined that Mr. Garnreiter's service on the audit committee of more than three public
companies does not impair his ability to effectively serve on our Audit Committee.

The Audit Committee met five times during 2008. Each member of the Audit Committee attended all of the Audit
Committee meetings during 2008, except Mr. Madden who was unable to attend one meeting.

Audit Committee Financial Expert. The Board of Directors has determined that at least one "audit committee
financial expert,"” as defined under Item 407(d)(5) of Regulation S-K, currently serves on the Audit Committee. The
Board of Directors has identified Mr. Garnreiter as an audit committee financial expert. Mr. Garnreiter is independent,
as independence for audit committee members is defined under applicable NYSE rules.

6
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Audit Committee Charter. A copy of the Audit Committee's current charter is available free of charge on the
Shareholder Relations section of our website at http://www.knighttrans.com and is available in print to any
shareholder who requests it.

Report of the Audit Committee. In performing its duties, the Audit Committee, as required by applicable rules and
regulations promulgated by the SEC, issues a report recommending to the Board of Directors that our audited
financial statements be included in our Annual Report on Form 10-K, and relating to certain other matters, including
the independence of our independent registered public accounting firm. The Report of the Audit Committee follows.

The Report of the Audit Committee shall not be deemed to be incorporated by reference into any filing made by us
under the Securities Act of 1933 or the Exchange Act, notwithstanding any general statement contained in any such
filings incorporating this Proxy Statement by reference, except to the extent we incorporate such report by specific
reference.

Report of the Audit Committee

The Audit Committee oversees the accounting and financial reporting processes of the Company and the audit of the
financial statements of the Company. Management of the Company has primary responsibility for the Company's
financial statements and the overall reporting process, including maintenance of the Company's systems of internal
control. The Company retains an independent registered public accounting firm that is responsible for conducting an
independent audit of the Company's financial statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States), and issuing a report thereon.

In undertaking its responsibilities, the Audit Committee has discussed the Company's financial statements with
management and the Company's independent registered public accounting firm and, in issuing this report, has relied
upon the responses and information provided to the Audit Committee by management and the independent registered
public accounting firm.

For the fiscal year ended December 31, 2008, the Audit Committee has reviewed and discussed the audited financial
statements with management and Deloitte & Touche LLP, the Company's independent registered public accounting
firm. Specifically, the Audit Committee has discussed with the independent registered public accounting firm the
matters required to be discussed by Statement on Auditing Standards No. 114, as amended, "The Auditor's
Communication with those Charged with Governance" and Rule 2-07 of Regulation S-X "Communication With Audit
Committees," which include, among other things:

* methods used to account for significant unusual
transactions;

* the effect of significant accounting policies in
controversial or emerging areas for which there is a lack
of authoritative guidance or consensus;

* the process used by management in formulating
particularly sensitive accounting estimates and the basis
for the accounting firm's conclusions regarding the
reasonableness of those estimates; and

* disagreements with management over the application of
accounting principles, the basis for management's
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accounting estimates, and the disclosures in the financial
statements.

The Audit Committee has received the written disclosures from the independent registered public accounting firm
required by Public Company Accounting Oversight Board (United States) (PCAOB) Ethics and Independence Rule
3526, "Communication with Audit Committees Concerning Independence" and discussed with the independent
registered public accounting firm its independence within the meaning of the rules and standards of the PCAOB and
the securities laws and regulations administered by the SEC.

7
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Based on the foregoing reviews and discussions, the Audit Committee recommended to the Board of Directors that the
audited financial statements be included in the Annual Report on Form 10-K for the year ended December 31, 2008,
for filing with the Securities and Exchange Commission.

Michael Garnreiter, Chairman
G.D. Madden, Member
Donald A. Bliss, Member

The Nominating and Corporate Governance Committee

Purpose, Functions, Composition, and Meetings. The purposes of the Nominating and Corporate Governance
Committee are to assist the Board of Directors in improving our corporate governance, to train members of the Board,
to improve the Board's governance functions, and to assist us in obtaining the highest quality independent
directors. As more fully detailed in the Nominating and Governance Committee's charter, the primary functions of the
committee include:

* evaluating the composition of the Board and selecting and recommending
nominees for election or re-election to the Board or for appointment to fill
Board vacancies;

* developing and implementing regular and emergency succession plans for
our senior management positions; and

* reviewing and developing policies or making recommendations concerning
other aspects of our corporate governance, such as the Board's committee
structure, our corporate governance guidelines, director training and
evaluation programs, and potential conflicts of interest.

Mr. Lehmann, Ms. Munro, and Mr. Bliss currently serve on the Nominating and Corporate Governance Committee,
and Mr. Bliss serves as Chairman.

All current members of the Nominating and Corporate Governance Committee are independent, as independence for
nominating committee members is defined under applicable NYSE rules. In 2008, the Nominating and Corporate
Governance Committee held one meeting.

The Nominating and Corporate Governance Committee met in March 2009 and approved the nomination of Gary J.
Knight, G.D. Madden, and Kathryn Munro as Class II directors and recommended their election. Each nominee is
presently a director and has consented to stand for re-election.

Nominating and Corporate Governance Committee Charter. A copy of the Nominating and Corporate Governance
Committee's current charter is available free of charge on the Shareholder Relations section of our website at
http://www knighttrans.com and is available in print to any shareholder who requests it.

Process for Identifying and Evaluating Director Nominees. Director nominees are chosen by the Nominating and
Corporate Governance Committee. The Nominating and Corporate Governance Committee reviews the qualifications
of various persons to determine whether they should be considered as candidates for membership on the Board of
Directors. The Nominating and Corporate Governance Committee also accepts recommendations of director
candidates from our other outside directors and our executive officers, advisors, and shareholders. We do not pay a
fee to any third party to identify or evaluate or assist in identifying or evaluating potential nominees.
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The Nominating and Corporate Governance Committee reviews all candidate recommendations, including those
properly submitted by shareholders, in accordance with the mandate contained in its charter. The Nominating and
Corporate Governance Committee assesses a candidate's judgment, integrity, independence, management or business
skills and experience (particularly with public companies and companies in our industry or other industries related to
our business), prominence and reputation in their profession, knowledge of corporate governance issues and Board
functions, commitment to attend and actively participate in meetings and related Board activities, other commitments
and responsibilities, and such other factors as the Nominating and Corporate Governance Committee determines are
appropriate in light of our needs and the needs of the Board. With regard to specific qualities and skills, the
Nominating and Corporate Governance Committee believes it is necessary that: (i) at least a majority of the members
of the Board of Directors qualify as "independent" under NYSE Rule 303A.02; (ii) at least three members of the
Board of Directors satisfy the audit committee membership criteria specified in NYSE Rule 303A.07; and (iii) at least
one member of the Board of Directors eligible to serve on the Audit Committee has sufficient knowledge, experience,
and training concerning accounting and financial matters so as to qualify as an "audit committee financial expert"
within the meaning of Item 407(d)(5) of Regulation S-K.

8
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In addition to the qualifications and considerations described above, our corporate governance guidelines contain the
following director eligibility criteria that impact the director nomination process:

* a mandatory retirement age of 82 for all directors, subject to waiver by a
majority of the Board;

e director term limits of 20 years, following March 2, 2005, for all directors,
subject to waiver by a majority of the Board;

* no director may serve on more than five public company boards of directors,
including our Board; and

* our Chief Executive Officer may not serve on more than two other public
company boards of directors in addition to our Board.

Consideration of Director Candidates Recommended by Shareholders. The Nominating and Corporate Governance
Committee will consider director candidates recommended by shareholders, provided that the following procedural
requirements are satisfied. Candidate recommendations should be mailed via certified mail, return receipt requested,
and addressed to the Nominating and Corporate Governance Committee, Knight Transportation, Inc., c/o David A.
Jackson — Secretary, 5601 West Buckeye Road, Phoenix, Arizona 85043. To be considered, a shareholder
recommendation must: (i) be received at least 120 days prior to the first anniversary of the date of the proxy statement
for the prior year's Annual Meeting (by December 11, 2009 for director candidates to be considered for nomination for
election at the 2010 Annual Meeting of Shareholders); (ii) contain sufficient background information, such as a
resumé and references, to enable the Nominating and Corporate Governance Committee to make a proper judgment
regarding the qualifications of the proposed nominee; (iii) be accompanied by a signed consent of the proposed
nominee to serve as a director if elected and a representation that such proposed nominee qualifies as "independent"
under NYSE Rule 303A.02 or, if the proposed nominee does not qualify, a description of the reason(s) he or she is not
"independent"; (iv) state the name and address of the person submitting the recommendation and the number of shares
of our Common Stock owned of record or beneficially by such person; and (v) if submitted by a beneficial
shareholder, be accompanied by evidence that the person making the recommendation beneficially owns shares of our
Common Stock.

The Compensation Committee

Purpose, Functions, Composition, and Meetings. The Compensation Committee reviews, analyzes, recommends, and
approves all aspects of executive compensation. As more fully outlined in the Compensation Committee's charter, the
primary responsibilities of the Compensation Committee include:

* reviewing and approving corporate goals and objectives relating to the
compensation of the Chief Executive Officer, evaluating the Chief Executive
Officer's performance in light of those objectives, and determining and
approving the Chief Executive Officer's compensation based upon this
evaluation;

* reviewing and making recommendations to the Board regarding the
compensation of our other executive officers;

* reviewing and approving all forms of incentive compensation, including stock
options and other stock-based awards to our executive officers; and
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* administering our equity compensation plan, as in effect from time-to-time.

During 2008, and as of the date hereof, Mr. Lehmann, Mr. Madden, and Ms. Munro, served on the Compensation
Committee, and Ms. Munro served as Chairperson. The Compensation Committee met three times in 2008. See
"Executive Compensation — Compensation Discussion and Analysis" for a discussion of, including the role the
Compensation Committee and our executive officers have in implementing, our processes and procedures for
recommending and setting executive and director compensation.

Compensation Committee Charter. A copy of the Compensation Committee's current charter is available free of
charge on the Shareholder Relations section of our website at http://www.knighttrans.com and is available in print to

any shareholder who requests it.

9
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Report of the Compensation Committee. In performing its duties, the Compensation Committee, as required by
applicable rules and regulations promulgated by the SEC, issues a report recommending to the Board of Directors that
our Compensation Discussion and Analysis be included in this Proxy Statement. The Report of the Compensation
Committee follows.

The Report of the Compensation Committee shall not be deemed to be incorporated by reference into any filing made
by us under the Securities Act of 1933 or the Exchange Act, notwithstanding any general statement contained in any
such filings incorporating this Proxy Statement by reference, except to the extent we incorporate such report by
specific reference.

Compensation Committee Report

We have reviewed and discussed the Compensation Discussion and Analysis contained in this Proxy Statement with
management. Based on that review and discussion, we have recommended to the Board of Directors that the
Compensation Discussion and Analysis be included in this Proxy Statement.

Kathryn Munro, Chairperson
G.D. Madden, Member
Richard J. Lehmann, Member

Compensation Committee Interlocks and Insider Participation

None of the current members of the Compensation Committee have been, or are, one of our officers or
employees. During 2008, none of our executive officers served as a member of the board of directors or
compensation committee (or other committee performing equivalent functions) of any entity that had one or more
executive officers serving as a member of our Board of Directors. See "Certain Relationships and Related
Transactions" for a description of certain transactions between us and our directors and executive officers, or their
affiliates, and "Executive Compensation — Director Compensation" for a description of the compensation of the
members of the Compensation Committee.

The Executive Committee

The Executive Committee is authorized to act on behalf of the Board of Directors when the Board of Directors is not
in session. During 2008, and as of the date hereof, the Executive Committee was comprised of Messrs. Kevin Knight,
Gary Knight, Bliss, and Ms. Munro. Ms. Munro became a member of the Executive Committee in February
2008. The Executive Committee did not meet during 2008.

Other Board and Corporate Governance Matters

Director Evaluation Program. The Nominating and Corporate Governance Committee is responsible for developing
and implementing a director evaluation program to measure the individual and collective performance of directors and
the fulfillment of their responsibilities to our shareholders, including an assessment of the Board's compliance with
applicable corporate governance requirements and identification of areas in which the Board might improve its
performance. The Nominating and Corporate Governance Committee also is responsible for developing and
recommending to the Board of Directors for approval an annual self-evaluation process for the Board designed to
assure that directors contribute to our corporate governance and to our performance.

Director Orientation and Training. The Nominating and Corporate Governance Committee is responsible for
developing and implementing an orientation program for new directors. Under this program, we provide new,
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non-management directors a variety of materials to assist them in familiarizing themselves with our business,
management structure, and operations and key legal, financial, risk management, and operational issues, as well as the
policies, procedures, and responsibilities of the Board and its committees. New, non-management directors also meet
with members of our senior management and other non-management directors as part of their orientation. We
periodically provide materials to directors on various subjects to assist them in understanding our business and
operations and in effectively discharging their duties.

Authority to Engage Advisors. Each of the Audit Committee, the Nominating and Corporate Governance Committee,
and the Compensation Committee is conferred by its charter with explicit authority to engage its own independent
advisors, including legal counsel.

10
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Management Succession Planning. The Board of Directors has adopted a management succession plan that identifies
emergency and potential long-term successors to our Chief Executive Officer, President, Chief Financial Officer, and
certain other key members of senior management. The Nominating and Corporate Governance Committee, following
consultation with our Chief Executive Officer, is responsible for giving an annual report to the Board of Directors
with regard to management succession planning. After reviewing this report and consulting with the members of the
Nominating and Corporate Governance Committee and the Chief Executive Officer, the Board of Directors makes any
changes or updates to the management succession plan that it determines are appropriate.

Our Executive Officers and Certain Significant Employees

The following table sets forth, as of March 31, 2009, certain information regarding our executive officers (Kevin P.
Knight, Gary J. Knight, Randy Knight, Keith T. Knight, David A. Jackson, and Casey Comen) and our significant
employees (Michael K. Liu, Erick Kutter, Greg Ritter, Larry V. Knight, Clark Jenkins, and Bill Ramsey).

Name Age Position

Kevin P. Knight 52  Chairman of the Board and Chief
Executive Officer

Gary J. Knight 57  Vice Chairman of the Board
Randy Knight 60  Vice Chairman of the Board
Keith T. Knight 54  Chief Operating Officer

David A. Jackson 33  Chief Financial Officer, Secretary,
and Treasurer

Casey Comen 55  Executive Vice President of Sales

Michael K. Liu 36  President of Knight Transportation —

Dry Van

Erick Kutter 41  President of Knight Refrigerated,
LLC

Greg Ritter 50  President of Knight Brokerage,
LLC

Larry V. Knight 47  President of Knight Intermodal,

LLC

Clark Jenkins 50 Executive Vice President

Bill Ramsey 49  Senior Vice President of Business
Development

Keith T. Knight has served as our Chief Operating Officer since May 2006. Prior to his appointment as Chief
Operating Officer, Mr. Knight served as our Executive Vice President from 1993 until May 2006, and has been one of
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our officers since 1990. He served as a member of our Board of Directors from 1990 to 2004. From 1977 until 1990,
Mr. Knight was employed by Swift, where he was a Vice President and Manager of Swift's Los Angeles terminal.

David A. Jackson joined us in April 2000. He has served as our Chief Financial Officer since January 2004, as our
Treasurer since May 2006, and as our Secretary since November 2007. Mr. Jackson served as our Corporate
Purchasing Manager from April 2000 until July 2002, and as the Owner Operator Program Director from July 2002
until January 2004.

Casey Comen has served as our Executive Vice President of Sales since March 2004. Prior to joining us, Mr. Comen
was employed by Swift, where he most recently served as the Vice President of Sales and Marketing from 1997
through January 2004.

Michael K. Liu was appointed President of the Knight Transportation — Dry Van in April 2007. Prior to his
appointment as President of Knight Transportation — Dry Van, Mr. Liu served as a division manager for our Southern
California Division since December 2003. Mr. Liu also served as a training manager for our driver development
department from January 2000 to December 2003.

11
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Erick Kutter joined us in February 1993. He has served as the President of Knight Refrigerated, LLC, our
asset-based refrigerated business, since July 2004. Prior to his appointment as President of Knight Refrigerated, Mr.
Kutter was responsible for opening our service centers in Katy, Texas, Kansas City, Kansas, and Atlanta,

Georgia. Mr. Kutter also served as the division manager of our service center in Indianapolis, Indiana from July 1998
to April 2001.

Greg Ritter joined us in 2005. He has served as the President of Knight Brokerage, LLC, our non-asset based
brokerage business, since the opening of our brokerage business in 2005. He began his career in 1979 with C.H.
Robinson Worldwide, where he was the branch manager for the Phoenix office for 18 years.

Larry V. Knight joined us in 1990. He has served as the President of Knight Intermodal since February 2009. Mr.

Knight also serves as General Manager of the Southwestern United States - a position which he has held since

2004. Mr. Knight served as an Area Manager from 1990 to 1994 and as Vice President of Driver Development from

1994 to 1998. Mr. Knight became Vice President of Operations in 1998. Mr. Knight’s extensive experience in the
transportation industry began in 1986 when he was employed by Swift as a Driver Manager.

Clark Jenkins rejoined our company in 2008 as an Executive Vice President. Mr. Jenkins served as our Secretary and
Chief Financial Officer and was a member of our Board of Directors from 1991 to 2000. From 2004 to 2008 Mr.
Jenkins was the principal of CJC Transportation Specialists, a transportation consulting firm, and from 2000 to 2004
was a partner with HCH Transportation Advisors, a transportation consulting firm. From 1986 to 1990 Mr. Jenkins
was employed by Swift as a Vice President of Finance.

William "Bill" Ramsey joined us in April 2000 as part of the acquisition of Fastway Systems and has served as Senior
Vice President of Business Development since October 2007. Prior to this assignment, he served as General Manger
of the South East from April 2007 thru October 2007. Mr. Ramsey also served as our South West Regional Vice
President from November 2006 to April 2007, and as Divisional Sales Manger and Division Manger in our Gulfport
Division from April 2000 thru November 2006.

See "Proposal No. 1 — Election of Directors" for information concerning the business experience of Gary J. Knight and
"Continuing Directors" for information concerning the business experience of Kevin P. Knight and Randy Knight.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than 10%
of a registered class of our equity securities, to file with the SEC reports of ownership and changes in ownership of
our Common Stock and other equity securities. Our officers, directors, and greater than 10% beneficial owners are
required by SEC regulations to furnish us with copies of all Section 16(a) forms they file. Based solely upon a review
of the copies of such reports furnished to us, or written representations that no other reports were required, we believe
that during the 2008 fiscal year, all Section 16(a) filing requirements applicable to our directors, executive officers,
and greater than 10% beneficial owners were complied with, except that G.D. Madden inadvertently failed to timely
report on Form 4 the purchase of shares, which occurred in October 2008. This transaction was reported in a
subsequent filing. Copies of Section 16(a) forms that our directors and executive officers file with the SEC are
accessible through the Shareholder Relations section of our website at http://www.knighttrans.com.
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Compensation Discussion and Analysis
Overview and Philosophy of Compensation

The Compensation Committee oversees all of our executive officer compensation arrangements. The Compensation
Committee has the responsibility to (i) review and approve corporate goals and objectives relevant to the
compensation of our Chief Executive Officer, (ii) evaluate the performance of our CEO in light of those goals and
objectives, and (iii) determine and approve the compensation level of our CEO based upon that evaluation. The
Compensation Committee also has the responsibility to review annually the compensation of our other executive
officers and to determine whether such compensation is reasonable under existing facts and circumstances. In making
such determinations, the Compensation Committee seeks to ensure that the compensation of our executive officers
aligns the executives' interests with the interests of our shareholders. The Compensation Committee also reviews and
approves all forms of incentive compensation, including stock option grants, stock grants, and other forms of incentive
compensation granted to our executive officers. The Compensation Committee takes into account the
recommendations of our CEO in reviewing and approving the overall compensation of the other executive officers.

We believe that the quality, skills, and dedication of our executive officers are critical factors affecting our long-term
value and success. Our primary executive compensation goals include attracting, motivating, and retaining qualified
executive officers who create long-term value for our shareholders. We seek to accomplish these goals by rewarding
past performance, incentivizing future performance, and aligning our executive officers' long-term interests with those
of our shareholders. Our compensation program is designed to reward our executive officers for individual
performance, years of experience, contributions to our financial success, and creation of shareholder value. Our
compensation philosophy is to provide overall compensation levels that (i) attract and retain talented executives and
motivate those executives to achieve superior results, (ii) align executives' interests with our corporate strategies, our
business objectives, and the long-term interests of our shareholders, and (iii) enhance executives' incentives to
increase our stock price and maximize shareholder value. In addition, we strive to ensure that our compensation,
particularly salary compensation, is consistent with our constant focus on controlling costs. Our primary strategy for
building senior management depth has been to develop personnel from within our company to ensure that our
executive team as a whole remains dedicated to our customs, practices, and culture, recognizing, however, that we
may gain talent and new perspectives from external sources. Accordingly, in many instances we build our
compensation elements around long-term retention and development, together with annual rewards based on specific
focus areas.

13
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Our compensation program for senior executive officers has two major elements, fixed and incentive
compensation. The total compensation for senior executive officers, including the amed Executive Officers (as
defined below), consists of one or more of the following components: (i) base salary, (ii) incentive compensation,
which may include a performance-based annual cash bonus, a discretionary annual cash bonus, and long-term equity
incentives in the form of stock options and other stock-based awards or grants, (iii) other compensation, including
specified perquisites, and (iv) employee benefits, which are generally available to all of our employees.

The Compensation Committee has the responsibility to make and approve changes in the total compensation of our
executive officers, including the mix of compensation elements. In making decisions regarding an executive's total
compensation, the Compensation Committee considers whether the total compensation is (i) fair and reasonable to us,
(ii) internally appropriate based upon our culture, goals, initiatives, and the compensation of our other employees, and
(iii) within a reasonable range of the compensation afforded by other opportunities, overall economic conditions, and
our recent historical performance. The Compensation Committee also bases its decisions regarding compensation
upon its assessment of factors such as the executive's leadership, integrity, individual performance, prospect for future
performance, years of experience, skill set, level of commitment and responsibility required in the position,
contributions to our financial results, the creation of shareholder value, and current and past compensation. In
determining the mix of compensation elements, the Compensation Committee considers the effect of each element in
relation to total compensation. Consistent with our need to control costs and our desire to recognize our executives'
performance where such recognition is warranted, the Compensation Committee historically has attempted to keep
base salaries relatively low and weight overall compensation toward incentive cash and equity-based
compensation. The Compensation Committee specifically considers whether each particular element provides an
appropriate incentive and reward for performance that sustains and enhances long-term shareholder value. The
Compensation Committee also considers the tax consequences associated with each element of compensation,
including whether the deductibility of compensation is expected to be limited under Section 162(m) of the Internal
Revenue Code. In determining whether to increase or decrease an element of compensation, we rely upon the
business experience of the members of the Compensation Committee, the Compensation Committee's general
understanding of compensation levels at public companies, and the historical compensation levels of the executive
officers, and, with respect to executives other than the CEO, we consider the recommendations of the CEO. We
generally do not rely on rigid formulas (other than performance measures under our annual cash bonus program) or
short-term changes in business performance when setting compensation.

The following summarizes the compensation elements we used to motivate and retain our Chief Executive Officer,
Chief Financial Officer, and our three other most highly compensated executive officers, for the fiscal year ended
December 31, 2008 (collectively, the "Named Executive Officers").

Base Salary

We pay base salaries at levels that reward executive officers for ongoing performance and that enable us to attract and
retain highly qualified executives, but not at a level that allows the executives to achieve the overall compensation
they desire. Base pay is a critical element of our compensation program because it provides our executive officers
with stability. Compensation stability allows our executives to focus their attention and efforts on our business
objectives, which includes creating shareholder value. In determining base salaries, we consider the executive's
current salary and the executive's qualifications and experience, including, but not limited to, the executive's length of
service with us, the executive's industry knowledge, and the executive's leadership, integrity, scope of responsibilities,
dedication to us and our shareholders, past performance, and future potential of providing value to our
shareholders. We do not formally benchmark salary or total executive compensation against the executive
compensation of any other company or group of companies. From time to time, the Compensation Committee has
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considered the form and level of compensation disclosed by other publicly traded truckload carriers, certain other
transportation companies, and companies of similar size and market capitalization in general in order to obtain a broad
understanding of such companies' compensation practices. We set our base salaries at a level that allows us to pay a
portion of an executive officer's total compensation in the form of incentive compensation (including annual cash
bonuses and long-term incentives) and perquisites. We believe this mix of compensation helps us incentivize our
executives to maximize shareholder value in the long run. We consider adjustments to base salaries annually to reflect
the foregoing factors but do not apply a specific weighting to such factors.
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Performance-Based Annual Cash Bonuses

On December 21, 2005, our shareholders approved and ratified our 2005 Executive Cash Bonus Plan ("Cash Bonus
Plan"). We use our Cash Bonus Plan to provide annual incentives to executive officers in a manner designed to
(i) link increases in compensation to increases in our income in order to reinforce cost controls, (ii) reinforce our
performance goals, and (iii) link a significant portion of our executives' compensation to the achievement of such
goals. We also use the Cash Bonus Plan to preserve for our benefit a federal tax deduction for payments of incentive
compensation to our executive officers. Cash bonuses are designed to reward executive officers for their contributions
to our financial and operating performance and are based primarily upon our financial results and certain operating
statistics that the Compensation Committee identifies each year as being important to our success.

Under the Cash Bonus Plan, the Compensation Committee is required to set, for each executive officer, one or more
objective performance targets. The annual cash bonus amount awarded to each executive officer is primarily
dependent upon us reaching or exceeding specified, objective performance targets. Performance targets may be based
on the attainment of specified levels of one or any variation or combination of the factors listed in the Cash Bonus
Plan. Corporate performance targets typically have related to profitability and growth to align cash compensation
payments with our performance and the creation of shareholder value. Additionally, individual performance targets
may be based on the successful implementation of corporate policies, negotiation of significant corporate transactions,
development of long-term business goals or strategic plans, or the exercise of specific areas of managerial
responsibility. The Compensation Committee sets the specific performance targets for each executive officer after
engaging in active dialog with our CEO concerning our strategic objectives and performance and reviewing the
appropriateness of the financial measures used in the Cash Bonus Plan.

The Compensation Committee also administers a discretionary cash bonus program ("Discretionary Cash Bonus
Program") for achievements in leadership, innovation, initiative, and other non-objective performance indicia outside
the Cash Bonus Plan. These awards are made on a discretionary basis and are unrelated to the attainment of the Cash
Bonus Plan's objective performance criteria. An award under the Discretionary Cash Bonus Program may not be used
to make up an award that was not earned under the Cash Bonus Plan's objective performance criteria.

Concurrently with establishing the performance targets, the Compensation Committee also establishes a maximum
cash bonus award opportunity for each executive officer, typically expressed as a percentage of salary. For 2008, the
maximum bonus target was 60% of salary for our CEO and ranged from 30% to 40% for our other Named Executive
Officers. Our Cash Bonus Plan contains an annual maximum cash bonus limitation of $2.0 million for any
participant, but the maximum award approved for any executive has never exceeded $354,000. In determining an
executive officer's maximum cash bonus opportunity, the Compensation Committee considers (i) the value that
achieving specific performance targets will add to our shareholders, (ii) the degree of difficulty in achieving specific
performance targets, and (iii) each of the other elements comprising the executive's total compensation. When
calculating the cash bonus earned by an executive officer under the Cash Bonus Plan, the Compensation Committee
may, in its sole discretion, exercise negative discretion to eliminate or reduce the size of a bonus if the Compensation
Committee determines such action is appropriate but may not increase a bonus above the executive's maximum cash
bonus opportunity. Further, the Compensation Committee is required to certify, prior to payment of a bonus under the
Cash Bonus Plan, that the executive officer achieved the respective performance targets underlying the cash
bonus. Under a policy adopted by the Compensation Committee in 2008, two-thirds of a Named Executive Officer's
total cash bonus opportunity will be determined under the Cash Bonus Plan and one-third is subject to discretionary
awards made by the Compensation Committee under the Discretionary Cash Bonus Program, after taking into account
the recommendations of the CEO (except with respect to his own bonus) and such non-objective criteria described
above.
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Long-Term Incentives

On December 21, 2005, our shareholders approved and ratified our Amended and Restated 2003 Stock Option Plan
(as further amended by approval of our shareholders, the "2003 Stock Option Plan"). The 2003 Stock Option Plan is a
broad-based equity compensation plan that we use to accomplish our compensation goals by providing our executive
officers with long-term incentives. We also use the 2003 Stock Option Plan to align our executives' and shareholders'
long-term interests by creating a strong, direct link between executive compensation and shareholder return.

The 2003 Stock Option Plan allows the Compensation Committee to link compensation to performance over a
period of time by using equity-based awards, which often value a company's long-term prospects, requiring holding
periods for equity grants, and granting awards that have multiple-year vesting schedules. Awards with multiple-year
vesting schedules, such as stock options or restricted stock grants, provide balance to the other elements of our
compensation program that otherwise link compensation to annual performance. Awards with multiple-year vesting
schedules create incentive for executive officers to increase shareholder value over an extended period of time because
the value received from such awards is based on the growth of the stock price above the grant price. Such awards also
incentivize executives to remain with us over an extended period of time. Thus, we believe the 2003 Stock Option
Plan is an effective way of aligning the interests of our executive officers with those of our shareholders.

Under the 2003 Stock Option Plan, the Compensation Committee may grant stock options or award restricted stock as
forms of executive officer compensation. To date, the Compensation Committee has only awarded stock options to
our Named Executive Officers under the 2003 Stock Option Plan because the Committee believes that stock options
have historically been an effective means of incentivizing our executive officers to work toward, and rewarding them
for, increasing shareholder value. Historically the Compensation Committee has preferred stock options as a method
of equity compensation, rather than restricted stock, because we have over 900 participants in our stock option
program and the Compensation Committee believed there was value in maintaining a consistent incentive throughout
the organization. However, over the past several years the Compensation Committee has noted a trend among public
companies toward some level of restricted stock grants. In addition, the Compensation Committee believes that stock
appreciation rights may have advantages in some circumstances. In the future, the Compensation Committee may
draw upon all available types of awards in order to have a balanced and effective incentive plan. Additional
information concerning the 2003 Stock Option Plan and our intentions to issue restricted stock and stock appreciation
rights is set forth below under Proposal No. 3.

The Compensation Committee considers several factors when determining the number of options to award to our
executive officers, including (i) the recommendations of our CEO (excepts as to his own awards); (ii) the value of the
grant in relation to other elements of total compensation; (iii) the number and type of equity grants currently held by
the executive; (iv) the number and type of awards granted to the executive in prior years; and (v) the executive's
position, scope of responsibility, ability to affect our profits, ability to create shareholder value, and historic and recent
performance. The Compensation Committee also has approved a policy whereby the primary grant of equity awards
to our Named Executive Officers will be made on the date of the Annual Meeting of Shareholders.
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We provide our Named Executive Officers with certain other benefits that we believe are reasonable, competitive, and
consistent with our overall executive compensation program. We believe that these benefits generally allow our
executives to work more efficiently. The costs of these benefits generally constitute only a small percentage of each
executive's total compensation, with the exception being the air travel allowance for our CEO as described below. In
setting the amount of these benefits, the Compensation Committee considers each executive's position and scope of
responsibilities and all other elements comprising the executive's compensation.

Employee Benefits

Our Named Executive Officers are eligible to participate in all of our employee benefit plans, such as our 401(k) Plan
and medical, dental, and group life insurance plans, in each case on the same basis as our other employees.

Compensation Paid to Our Named Executive Officers
Compensation Paid to Our Chief Executive Officer

Mr. Kevin Knight has been our CEO since 1993 and has served as Chairman of the Board since 1999. Since Mr.
Knight became our CEO, we have achieved considerable growth in revenue, earnings, and market value. We have
been named to Forbes Magazine's list of the "200 Best Small Companies in America" for fourteen consecutive years
and Mr. Knight has managed our growth and development during that time. In discussions with Mr. Knight, the
Compensation Committee determined that the following items were most important to motivating continued
performance from Mr. Knight, as the CEO: (i) a base salary that is commensurate with his level of responsibility and
commitment to us, but not so high that it would undermine our cost-control culture; (ii) a significant amount of equity
compensation to align Mr. Knight's compensation with increasing shareholder value; and (iii) a travel allowance that
would permit use of private aircraft at Mr. Knight's discretion to manage our expansive geographic presence without
unduly affecting his availability for business or his lifestyle. Mr. Knight does not participate in the determination of
his own compensation. However, effective August 1, 2008, Mr. Knight voluntarily reduced his salary by $300,000
annually from $590,000 to $290,000 based on the difficult operating environment in which we would be operating
during the remainder of 2008 and his commitment to our financial performance.

For 2008, the Compensation Committee also approved a maximum performance-based cash bonus opportunity
under which Mr. Kevin Knight was eligible to receive a cash bonus of up to 60% of his base salary, two-thirds of
which was to be paid under the Cash Bonus Plan (the "Bonus Plan Compensation") and one-third of which was to be
paid under the Discretionary Cash Bonus Program based upon the Compensation Committee's evaluation of Mr.
Knight's performance (the "Discretionary Bonus Compensation"). The percentage of salary assigned to Mr. Knight's
potential bonus was based on the Compensation Committee's evaluation of (i) the magnitude of Mr. Knight's ability to
impact corporate performance based on his responsibilities, (ii) the composition of Mr. Knight's total compensation
package, including the fact that his salary remained constant for 2007 and was set to remain constant for 2008
(however, Mr. Knight voluntarily reduced his salary in August 2008), and (iii) our long-term profitability and earnings
goals. Mr. Knight's potential bonus as a percentage of his salary was greater than the other Named Executive Officer's
because the Compensation Committee believed that, based upon his responsibilities, Mr. Knight had a greater ability
to impact corporate performance than the other Named Executive Officers.

In connection with the maximum performance-based cash bonus opportunity described above, the Compensation
Committee set performance targets related to earnings growth compared with earnings in 2007 and annual
consolidated operating ratio (the "2008 Performance Targets"). One-third of the maximum bonus opportunity was
tied to earnings growth and one-third was tied to achieving the target operating ratio. The 2008 Performance Target

37



Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A

range for earnings growth was from 20% target bonus achievement at zero earnings growth to 100% bonus target
achievement at 10% earnings growth. The 2008 Performance Target for operating ratio was 86.5%. However, there
was an override feature such that 7.5% earnings per share growth (as opposed to earnings growth) would result in
100% achievement of the 2008 Performance Targets. Given the economic environment at the date the targets were
adopted, the Compensation Committee viewed the 2008 Performance Targets as reflecting a range of performance that
was achievable but uncertain, with the upper end of the range reflecting a significant accomplishment. The 2008
Performance Targets did not reflect any view of ours concerning earnings expectations for the year. The 2008
Performance Targets were recommended by Mr. Knight and approved by the Compensation Committee.
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In addition to the 2008 Performance Targets and pursuant to the Discretionary Cash Bonus Program, the
Compensation Committee also had the discretion to award Mr. Kevin Knight up to one-third of the cash bonus
opportunity based upon, among other things, his leadership, ability to influence others, dedication, integrity, creativity,
and the promotion of our business.

The Compensation Committee met in February 2009 to discuss and review the 2008 Performance Targets for Mr.
Kevin Knight. The Committee reviewed the foregoing policies, our financial and operating performance, and the
2008 Performance Targets with Mr. Knight and the Chief Financial Officer. Due to the difficult economic and freight
environment, the Compensation Committee determined that the 2008 Performance Targets were only partially
achieved. Specifically, the Compensation Committee determined that the operating ratio target was achieved but the
earnings growth target was not. Accordingly, the Compensation Committee awarded Mr. Knight $118,000 as Bonus
Plan Compensation. With respect to Discretionary Bonus Compensation, Mr. Knight recommended to the
Compensation Committee that his Discretionary Bonus Compensation should be nominal for 2008 based on the
difficult operating conditions and sacrifices being made by others at our company. The Compensation Committee
reviewed Mr. Knight's performance for the Discretionary Bonus Compensation and concluded that Mr. Knight's
performance was exemplary and above expectations. However, based upon Mr. Knight's recommendation, the
Compensation Committee set Mr. Knight's Discretionary Bonus Compensation at $8,000.

On May 20, 2008, after considering the number of options granted to Mr. Kevin Knight in prior years and Mr.
Knight's position, scope of responsibility, ability to affect our profits, ability to create shareholder value, and historic
and recent performance, as described above, the Compensation Committee granted Mr. Knight an option to purchase
75,000 shares our Common Stock, with an exercise price equal to the fair market value of the underlying Common
Stock on the date of the grant.

During 2008, we also paid a pre-determined amount for the business-related air travel of Mr. Kevin Knight, in his role
as our CEO. Mr. Knight used the allowance for all of his business-related air travel, whether commercial or
charter. With over 30 locations across the United States and numerous acquisitions, investor, supplier, industry, and
other destinations, Mr. Knight was, and continues to be, required to travel by air frequently to carry out his
responsibilities. Some of this travel involved a personal component, although we believe the personal component is
immaterial compared to the business-related travel. The Compensation Committee believes that the air travel
allowance was reasonable because it enhances Mr. Knight's ability to carry out his responsibilities as CEO. The
Compensation Committee also desired to avoid the complications of allocating business versus personal travel
expenses on trips with more than one function. Thus, Mr. Knight's entire air travel allowance was included as
compensation, with any excess being payable personally by him. In May 2008, the Compensation Committee
increased Mr. Knight's air travel allowance from $200,000 per year to $250,000 per year. During 2008, Mr. Knight
also received a cash vehicle allowance of approximately $17,000. Both the air travel allowance and the vehicle
allowance are included in the "All Other Compensation" column of the Summary Compensation Table.

In 2008, in addition to providing medical, dental, and group life insurance to Mr. Kevin Knight, we also contributed
$850, which represents our maximum matching discretionary contribution per participant, to the 401(k) Plan of Mr.
Knight. We report the 401(k) contribution in the "All Other Compensation" column in the Summary Compensation
Table.
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Compensation Paid to Our Other Named Executive Officers

For all Named Executive Officers, other than our CEO, the form and amount of compensation was recommended by
the CEO. As discussed above, the Compensation Committee relied on the business experience of its members, the
historical compensation levels of the Named Executive Officers, and its general understanding of compensation levels
at public companies to determine that the CEO's recommendations with respect to the compensation levels and forms
were appropriate for 2008. The form of compensation was consistent with past years, with compensation consisting
primarily of salary, cash bonus based on the achievement of certain financial and operating goals established through
consultation with the Compensation Committee during the first quarter of the year cash bonus based on certain
subjective criteria, and equity compensation in the form of stock options. For each of the Named Executive Officers,
the Compensation Committee considered, among other things, our financial and operating results during 2007 and
2008, the duties and responsibilities of each executive, and the length of time each executive has been with us as
further described in each executive's biography found herein.

In May 2008, after reviewing our financial performance for the fiscal year ended December 31, 2007, considering our
compensation philosophy and the guidelines described above, recognizing the difficult economic environment that the
Compensation Committee believed we would be operating in throughout 2008, and receiving the recommendation of
the CEQ, the Compensation Committee determined not to increase the base salaries of our Named Executive Officers,
other than approving a $25,000 increase to Mr. Jackson's annual salary to $180,000 annually. The Compensation
Committee approved the salary increase for Mr. Jackson based on the Compensation Committee's determination that
his salary was low compared to similarly situated executives and in recognition of the time commitment and
responsibilities attendant to the position of Chief Financial Officer. The Compensation Committee also believed that
the relatively large percentage increase to Mr. Jackson's salary was justified by a low salary in prior years.

Effective August 1, 2008, Messrs. Keith Knight and Gary Knight voluntarily reduced their salaries by $100,000
annually from $350,000 to $250,000 and $227,500 to $127,500, respectively, and Mr. Comen voluntarily reduced his
salary by $25,000 annually from $265,000 to $240,000. The voluntary salary reductions by these Named Executive
Officers were based on the difficult operating environment in which we would be operating during the remainder of
2008 and their commitment to our financial performance.

For 2008, the Compensation Committee also approved a maximum performance-based cash bonus opportunity under
which each of Messrs. Jackson, Gary Knight, and Comen was eligible to receive a cash bonus of up to 30% of his base
salary and Mr. Keith Knight was eligible to receive a cash bonus of up to 40% of his base salary. Two-thirds of each
Named Executive Officer's cash bonus was to be paid under the Cash Bonus Plan (the "Bonus Plan Compensation")
and one-third of each Named Executive Officer's cash bonus was to be paid under the Discretionary Cash Bonus
Program based upon the Compensation Committee's evaluation of each Named Executive Officer's performance (the
"Discretionary Bonus Compensation"). The percentage of salary assigned to each Named Executive Officer was based
on the CEO's recommendation and the Compensation Committee's evaluation of (i) the magnitude of each Named
Executive Officer's ability to impact corporate performance based on the Named Executive Officer's responsibilities at
the time, (ii) the composition of the respective Named Executive Officer's total compensation package, and (iii) our
long-term profitability and earnings goals. Except for Mr. Keith Knight's cash bonus opportunity, the cash bonus
opportunity (as a percentage of base salary) for each Named Executive Officer did not change from 2007 compared to
2008. The Compensation Committee increased Mr. Keith Knight's cash bonus opportunity from 30% to 40% of his
base salary for 2008 compared to 2007 in light of Mr. Keith Knight's expanding responsibilities as our Chief
Operating Officer and his increasing ability to affect our performance.
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In connection with the maximum performance-based cash bonus opportunities described above, the Compensation
Committee set performance targets related to earnings growth compared with earnings in 2007 and annual
consolidated operating ratio. One-third of the maximum bonus opportunity was tied to earnings growth and one-third
was tied to achieving the target operating ratio. The 2008 Performance Target range for earnings growth was from
20% target bonus achievement at zero earnings growth to 100% bonus target achievement at 10% earnings
growth. The 2008 Performance Target for operating ratio was 86.5%. However, there was an override feature such
that 7.5% earnings per share growth (as opposed to earnings growth) would result in 100% achievement of the 2008
Performance Targets. Given the economic environment at the date the targets were adopted, the Compensation
Committee viewed the 2008 Performance Targets as reflecting a range of performance that was achievable but
uncertain, with the upper end of the range reflecting a significant accomplishment. The 2008 Performance Targets did
not reflect any view of ours concerning earnings expectations for the year. The 2008 Performance Targets were
recommended by the CEO and approved by the Compensation Committee.

In addition to the 2008 Performance Targets and pursuant to the Discretionary Cash Bonus Program, the
Compensation Committee also had the discretion to award each Named Executive Officer, after taking into account
the CEO's recommendations, up to one-third of the cash bonus opportunity based upon, among other things, the
executive's leadership, ability to influence others, dedication, integrity, creativity, and the promotion of our business.

The Compensation Committee met in February 2009 to discuss and review the 2008 Performance Targets for the
Named Executive Officers. The Compensation Committee reviewed the foregoing policies, our financial and
operating performance, and the 2008 Performance Targets with the CEO. Due to the difficult economic and freight
environment, the Compensation Committee determined the 2008 Performance Targets were only partially
achieved. Specifically, the Compensation Committee determined that the operating ratio target was achieved but the
earnings growth target was not. Accordingly, the Compensation Committee awarded Messrs. Keith Knight, Gary
Knight, Jackson, and Comen $46,550, $22,750, $18,000, $26,500, respectively, as Bonus Plan Compensation. Based
upon each Named Executive Officer's (other than the CEQ's) performance and ongoing commitment to our company,
the CEO recommended that the Named Executive Officers (other than the CEO) receive the full Discretionary Bonus
Compensation. Accordingly, the Compensation Committee also awarded an amount equal to the Bonus Plan
Compensation for each of them in Discretionary Bonus Compensation, based upon the Compensation Committee's
consideration of our overall financial performance in the context of an extremely difficult operating environment and
the CEO's recommendation.

Additionally and at the recommendation of the CEO, in March 2008 the Compensation Committee made a special
discretionary cash bonus of $9,700 and $2,750 and a special option grant of 9,304 shares and 10,000 shares to Messrs.
Jackson and Comen, respectively. The bonuses and options were given in recognition of the services Messrs. Jackson
and Comen provided during the first quarter of 2008 and were paid outside of our Cash Bonus Plan. Particularly, the
bonuses and options were meant to recognize Messrs. Jackson and Comen for the contributions each of them made
during the first quarter of 2008 in helping us respond to the recession in the freight market.

In May 2008, after considering the number of options granted to each of the Named Executive Officers, other than the
CEQO, in prior years and each executive's position, scope of responsibility, ability to affect our profits, ability to create
shareholder value, and historic and recent performance, the Compensation Committee granted (i) Mr. Jackson an
option to purchase 20,000 shares our Common Stock, (ii) Mr. Keith Knight an option to purchase 40,000 shares our
Common Stock, (iii) Mr. Gary Knight an option to purchase 15,000 shares our Common Stock, and (iv) Mr. Comen
an option to purchase 15,000 shares our Common Stock. Each of the foregoing option grants has an exercise price
equal to the fair market value of the underlying Common Stock on the date of the grant. Mr. Keith Knight's relatively
higher stock option grant was in recognition of his role as our Chief Operating Officer and the responsibilities
attendant with that position and as an additional incentive for him to use his position to seek opportunities to create
shareholder value.
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Except for as described above with respect to the CEO, we did not pay for the personal air travel of any of our other
executive officers, including our other Named Executive Officers. However, similar to our CEO, our other Named
Executive Officers receive a vehicle allowance. In 2008, in addition to providing medical, dental, and group life
insurance to our Named Executive Officers, we also contributed $850, which represents our maximum matching
discretionary contribution per participant, to the 401(k) Plan of each Named Executive Officer. We report the vehicle
allowance and the 401(k) contribution in the "All Other Compensation" column in the Summary Compensation Table.
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Compensation Decisions with Respect to 2009

In January 2009, Mr. Kevin Knight voluntarily reduced his annual air travel allowance by $100,000, from $250,000 to
$150,000 in recognition of the difficult operating conditions we were facing. Further, as of the date hereof Messrs.
Kevin Knight, Keith Knight, Gary Knight, and Comen have continued their voluntary salary reductions which became
effective in 2008.

For 2009, the Compensation Committee also approved maximum performance-based cash bonus opportunities
under which (i) Mr. Kevin Knight is eligible to receive a cash bonus of up to 60% of his base salary; (ii) Mr. Keith
Knight is eligible to receive a cash bonus of up to 40% of his base salary; and (iii) each of Messrs. Gary Knight,
Jackson, and Comen is eligible to receive a cash bonus of up to 30% of his base salary. As in 2007 and 2008, the
percentage of salary assigned to each Named Executive Officer is based on the Compensation Committee's evaluation
of (i) the magnitude of each Named Executive Officer's ability to impact corporate performance based on the Named
Executive Officer's responsibilities at the time, (ii) the composition of the respective Named Executive Officer's total
compensation package, and (iii) our long term profitability and earnings goals. As in 2008, two-thirds of each Named
Executive Officer's cash bonus will be paid under the Cash Bonus Plan and one-third will be paid under the
Discretionary Cash Bonus Program, based upon the CEO's recommendations and upon, among other things, the
executive's leadership, ability to influence others, dedication, integrity, creativity, and the promotion of our business.

In connection with the maximum performance-based cash bonus opportunities described above, the Compensation
Committee set performance targets related to the change in earnings compared with earnings in 2008 and annual
consolidated operating ratio (the "2009 Performance Targets"). One-third of the maximum bonus opportunity is tied
to the change in earnings and one-third is tied to achieving the target operating ratio. The 2009 Performance Target
range for earnings is from 20% target bonus achievement at a negative 7.5% change in earnings to 100% bonus target
achievement at 2.5% earnings growth. The 2009 Performance Target for consolidated operating ratio is
87.0%. However, there is an override feature such that achievement of earnings per share growth for 2009 in excess
of earnings per share for 2008 (as opposed to earnings growth) will result in 100% achievement of the 2009
Performance Targets. Given the economic and freight environment at the date the targets were adopted, the
Compensation Committee viewed the 2009 Performance Targets as reflecting a range of performance that is
achievable but uncertain, with the upper end of the range reflecting a significant accomplishment. The 2009
Performance Targets do not reflect any view of ours concerning earnings expectations for the year. The 2009
Performance Targets were recommended by the CEO and approved by the Compensation Committee.

Employment Agreements

We currently do not have any employment contracts, severance agreements, change-of-control agreements, or other
arrangements with our executive officers, including our Named Executive Officers, that provide for payment or
benefits to any executive officer at, following, or in connection with a change in control, a change in an executive
officer's responsibilities, or an executive officer's termination of employment, including resignation, severance,
retirement, or constructive termination.
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Summary Compensation Table

The following table sets forth information concerning the total compensation for fiscal year 2008 awarded to, earned
by, or paid to those persons who were, at December 31, 2008, (i) our Chief Executive Officer, (ii) our Chief Financial
Officer, and (iii) our three other most highly compensated executive officers with total compensation exceeding
$100,000 for the fiscal year ended December 31, 2008 (collectively, the "Named Executive Officers").

Non-Equity
Incentive
Options Plan All Other

Name and Salary(1) Bonus Awards(2) Compensation Compensation(3)
Principal Position  Year % % % % &)
Kevin P. Knight, 2008 463,077 8,000 392,385 118,000 246,175
Chairman and 2007 590,000 - 286,247 45,000218,840
Chief Executive 2006 568,462 - 210,482 354,000 196,833
Officer
David A. Jackson, 2008 169,135 27,700 110,952 18,000 850
Chief Financial 2007 145,221 - 90,006 10,292 850
Officer 2006 118,500 - 68,393 39,750 850
Keith T. Knight, 2008 299,000 46,550 209,995 46,550 16,035
Chief Operating 2007 327,827 - 160,421 21,912 16,450
Officer 2006 328,961 - 124,690 97,500 850
Gary Knight, 2008 185,192 22,750 130,055 22,750 13,010
Vice Chairman(4) 2007 227,500 - 112,961 15,106 13,210

2006 - - - - -
Casey Comen, 2008 252,250 29,250 307,095 26,500 12,744
Vice President of 2007 260,000 - 201,212 17,264 12,934
Sales 2006 255,692 - 94,341 78,000 12,934

(1)

2

Effective August 1, 2008, Messrs. Kevin Knight, Keith Knight, Gary Knight, and
Comen voluntarily reduced their salaries by $300,000, $100,000, $100,000, and
$25,000, respectively.

This column represents the dollar amount recognized for financial statement reporting
purposes with respect to the 2008, 2007, and 2006 fiscal years for the fair value of
stock options granted in those years, as well as prior fiscal years, in accordance with
SFAS 123R. Pursuant to SEC rules, the amounts shown exclude the impact of
estimated forfeitures related to service-based vesting conditions. For additional
information on the valuation assumptions with respect to the 2008 grants, refer to note
8 of our financial statements as provided in the Form 10-K for the year-ended
December 31, 2008, as filed with the SEC. For information on the valuation
assumptions with respect to grants made prior to 2008, refer to the notes of our
financial statements as provided in the Form 10-K for the respective year-end. These
amounts reflect our accounting expense for these awards and do not correspond to the
actual value that will be recognized by the Named Executive Officers.

Total
&)
1,227,637
1,140,087
1,329,777

326,637
246,369
227,493

618,130
526,610
552,001

373,757
368,777

627,839
491,410
440,967
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(3) See the All Other Compensation Table for additional information.
(4) Mr. Gary Knight was not a Named Executive Officer during 2006.
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All Other Compensation Table

The following table describes, for 2008, each component of the "All Other Compensation" column in the Summary

Compensation Table.

Perquisites
and  Contributions
Other to Retirement
Personal and 401(k)
Benefits(1) Plans Total

Name Year () $) $)
Kevin P. 2008 245,325 850 246,175
Knight

David A. 2008 - 850 850
Jackson

Keith T. 2008 15,185 850 16,035
Knight

Gary Knight 2008 12,160 850 13,010
Casey Comen 2008 11,894 850 12,744

(1) This column represents the total amount of perquisites and other personal benefits
provided to the Named Executive Officer, if the aggregate of such benefits were equal to
or exceeded $10,000. For Mr. Kevin Knight, $228,269 of this amount represents a cash
air travel allowance and the remainder represents a cash vehicle allowance. For each of
the other Named Executive Officers, this amount includes compensation for a cash
vehicle allowance.
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Narrative to Summary Compensation Table

See "Executive Compensation — Compensation Discussion and Analysis" for a complete description of our
compensation plans pursuant to which the amounts listed under the Summary Compensation Table were paid or
awarded and the criteria for such award or payment.

Grants of Plan-Based Awards

The following table sets forth information concerning each grant of an award made to our Named Executive Officers
during 2008.

All Other
Option
Awards: Exercise or Grant Date
Number of Base Price Fair

Securities of Value of
Underlying Option Stock
Name Grant Date Options Awards(4) and Option
#) ($/Sh) Awards(5)
($)
Kevin P. Knight 05/22/200875,000(1) 17.29 464,250
David A. 02/29/2008 9,304(2) 14.79 48,195
Jackson 05/22/200820,000(1) 17.29 123,800
Keith T. Knight 05/22/200840,000(1) 17.29 247,600
Gary Knight ~ 05/22/200815,000(1) 17.29 92,850
Casey Comen 02/29/200810,000(2) 14.79 51,800
05/22/200815,000(3) 17.29 92,850

(1) 20% of these options vested on December 31, 2008, with the remaining options vesting
5% per calendar quarter thereafter and becoming fully vested on December 31, 2012.

(2) 20% of these options will vest on February 28, 2011, with the remaining options vesting
20% per calendar year thereafter and becoming fully vested on February 28, 2015.

(3) These options vested in full on March 1, 2009.

(4) This column represents the exercise price for the stock options granted, which was the
closing price of our stock on the grant date.

(5) This column represents the grant date fair value of the stock options under SFAS 123R
granted to the Named Executive Officers in 2008. The fair value was calculated using
the Black Scholes value of approximately $5.18 for options granted on February 29,
2008, and $6.19 for options granted on May 22, 2008. The fair value of the option
awards are accounted for in accordance with SFAS 123R. For additional information on
the valuation assumptions, refer to note 8 of our financial statements in the Form 10-K
for the year-ended December 31, 2008, as filed with the SEC. These amounts reflect our
accounting expense to be recognized over the vesting period of the options awarded, and
do not correspond to the actual value that will be recognized by the Named Executive
Officers.
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Narrative to Grants of Plan-Based Awards

See "Executive Compensation — Compensation Discussion and Analysis" for a complete description of (i) the
performance targets related to payment of annual incentives, and (ii) the options that we awarded during the year.
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The following table sets forth information concerning all stock option grants held by our Named Executive Officers as
of December 31, 2008. All outstanding equity awards are in shares of our Common Stock.

Name

Kevin P. Knight

David A. Jackson

Keith T. Knight

Gary Knight

Casey Comen

(1) See the Vesting Schedule Table below for the vesting date of options held at fiscal year

Option
Grant
Date
08/06/2004
08/19/2005
05/24/2006
05/24/2007
05/22/2008
03/01/2001
09/18/2001
06/05/2002
08/07/2003
08/06/2004
05/16/2005
05/24/2006
05/24/2007
02/29/2008
05/22/2008
08/06/2004
08/19/2005
05/24/2006
05/24/2007
05/22/2008
08/06/2004
08/19/2005
05/24/2006
05/24/2007
05/22/2008
03/01/2004
03/01/2005
05/16/2005
05/24/2006
05/24/2007
02/29/2008
05/22/2008

Option Awards
Number of ~ Number of
Securities Securities
Underlying  Underlying
Unexercised Unexercised Option
Options Options Exercise
#) #) Price
Exercisable Unexercisable(1) %
67,500 - 12.57
750,000 - 15.68
45,000 30,000 18.44
18,000 27,000 18.23
15,000 60,000 17.29
5,063 - 4.40
3,375 - 4.89
3,375 - 8.44
2,363 1,57511.44
7,500 - 12.57
12,000 3,00015.53
9,000 6,00018.44
5,000 7,50018.23
- 9,30414.79
4,000 16,00017.29
22,500 - 12.57
24,000 6,00015.68
18,000 12,00018.44
8,000 12,00018.23
8,000 32,00017.29
22,500 - 12.57
18,000 4,50015.68
9,000 6,00018.44
5,000 7,50018.23
3,000 12,00017.29
37,500 18,75011.03
11,250 3,75018.09
1,500 6,00015.53
6,666 3,33418.44
6,250 6,250 18.23

end by the Named Executive Officers.

10,000 14.79
15,000 17.29

Option
Expiration
Date
08/05/2014
08/18/2015
05/23/2016
05/23/2017
05/21/2018
02/28/2011
09/17/2011
06/04/2012
08/06/2013
08/05/2014
05/15/2015
05/23/2016
05/23/2017
02/27/2018
05/21/2018
08/05/2014
08/18/2015
05/23/2016
05/23/2017
05/21/2018
08/05/2014
08/18/2015
05/23/2016
05/23/2017
05/21/2018
02/28/2014
02/28/2015
05/15/2015
05/23/2016
05/23/2017
02/27/2018
05/21/2018
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Vesting Schedule Table

The following table describes the vesting schedule as of December 31, 2008, for each unexercisable option listed in
the Outstanding Equity Awards at Fiscal Year-End Table.

Option Grant
Name Date
Kevin P. Knight 05/24/2006

Option Awards Vesting Schedule
20% vested December 31, 2006, and 5% vests at the end

of each calendar quarter beginning March 2007.

05/24/2007 20% vested December 31, 2007, and 5% vests at the end
of each calendar quarter beginning March 2008.
05/22/2008 20% vested December 31, 2008, and 5% vests at the end

David A. Jackson08/07/2003

Keith T. Knight

of each calendar quarter beginning March 2009.
20% vests each year beginning August 7, 2006.

05/16/2005 20% vested December 31, 2005, and 5% vests at the end
of each calendar quarter beginning March 2006.
05/24/2006 20% vested December 31, 2006, and 5% vests at the end
of each calendar quarter beginning March 2007.
05/24/2007 20% vested December 31, 2007, and 5% vests at the end
of each calendar quarter beginning March 2008.
02/29/2008 20% vests each year beginning February 28, 2011.
05/22/2008 20% vested December 31, 2008, and 5% vests at the end

08/19/2005

of each calendar quarter beginning March 2009.
20% vested December 31, 2005, and 5% vests at the end
of each calendar quarter beginning March 2006.

05/24/2006 20% vested December 31, 2006, and 5% vests at the end
of each calendar quarter beginning March 2007.

05/24/2007 20% vested December 31, 2007, and 5% vests at the end
of each calendar quarter beginning March 2008.

05/22/2008 20% vested December 31, 2008, and 5% vests at the end
of each calendar quarter beginning March 2009.

Gary Knight 08/19/2005 20% vested December 31, 2005, and 5% vests at the end
of each calendar quarter beginning March 2006.

05/24/2006 20% vested December 31, 2006, and 5% vests at the end
of each calendar quarter beginning March 2007.

05/24/2007 20% vested December 31, 2007, and 5% vests at the end
of each calendar quarter beginning March 2008.

05/22/2008 20% vested December 31, 2008, and 5% vests at the end
of each calendar quarter beginning March 2009.

Casey Comen  03/01/2004 33% vests each year beginning March 1, 2007.
03/01/2005 25% vests each year beginning March 1, 2006.
05/16/2005 20% vests each year beginning May 16, 2008.
05/24/2006 33% vests each year beginning March 1, 2007.
05/24/2007 50% vests each year beginning March 1, 2008.
02/29/2008 20% vests each year beginning February 28, 2011.
05/22/2008 100% vests on March 1, 2009.
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Director Compensation

The following table sets forth information concerning the compensation of our non-employee directors for fiscal 2008.

Fees
Earned
or Paid
in Stock

Cash(1) Awards(2) Total
Name &) $) %)
Donald A. 25,000 22,494 47,494
Bliss
Michael 27,500 22,494 49,994
Garnreiter

Randy Knight 22,500 22,494 44,994
Richard J. 22,500 22,494 44,994
Lehmann

G.D. Madden 22,500 22,494 44,994
Kathryn L. 25,500 22,494 47,994
Munro

(1)  This column represents the amount of cash compensation paid in 2008 for Board and committee service.

(2) This column represents the expense recognized for financial statement reporting purposes with respect to the
2008 fiscal year for the fair value of stock awards granted to each non-employee director in 2008, in accordance
with SFAS 123R. On May 22, 2008, each non-employee director received 1,301 shares of our Common Stock,
determined by dividing the current year's director compensation subject to payment in Common Stock, by the
closing market price of our Common Stock on the date of grant, or $17.29 per share. The shares awarded on
May 22, 2008 are subject to certain holding and other restrictions.

Narrative to Director Compensation

The Board of Directors, upon the recommendation of our Compensation Committee, establishes the form and amount
of compensation paid to our directors who are not 10% shareholders or our officers or employees ("Outside
Directors"). In 2008, our Outside Directors received annual compensation of $45,000 payable 50% in cash and 50%
in Common Stock. The number of shares issued on May 22, 2008, was determined by dividing the amount of the
compensation subject to payment in Common Stock by the closing market price of our Common Stock on the date of
the grant. The Common Stock was issued as stock grants under the Independent Director provision of our 2003 Stock
Option Plan, which reserved 200,000 shares of our Common Stock for compensatory stock grants to Outside
Directors, subject to certain adjustments.

The Common Stock issued is also subject to certain holding and other restrictions, including a requirement that each
Outside Director must hold all Common Stock granted as compensation until such director holds a minimum of
$100,000 in Common Stock.

No fees were paid for attendance at meetings during 2008; however, in addition to the $45,000 payable to the Outside
Directors, the Chair of the Audit Committee received an annual fee of $5,000, the Chair of the Compensation
Committee received an annual fee of $3,000, and the Chair of the Nominating and Corporate Governance Committee
received an annual fee of $2,500.
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Directors who are our employees or 10% shareholders do not receive compensation for Board or committee
service. During 2008, we did, however, reimburse all directors for travel and other related expenses.
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SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of February 28, 2009, the number and percentage of outstanding shares of our
Common Stock beneficially owned by each person known by us to beneficially own more than 5% of such stock, by
each Named Executive Officer and our directors, and by all of our directors and executive officers as a group. Share
numbers and other information for FMR LLC and Ruane, Cunniff & Goldfarb Inc. included in the following table and
notes are as of February 17, 2009, and based solely upon Schedules 13G/A filed with the SEC by such date. We had
outstanding 83,393,378 shares of Common Stock as of February 28, 2009.

Amount and  Percent of

Name and Address of Beneficial Owner(1) Nature of Class(2)
Beneficial (%)
Ownership(2)

Kevin P. Knight(3) 6,775,985 8.0
Gary J. Knight(4) 6,311,086 7.6
Keith T. Knight(5) 6,272,096 7.5
Randy Knight(6) 6,261,090 7.5
Donald A. Bliss(7) 17,040 *
G.D. Madden(8) 45,450 *
Michael Garnreiter(9) 12,241 e
Kathryn L. Munro(10) 10,622 *
Richard J. Lehmann(11) 6,748 *
David A. Jackson(12) 54,800 *
Casey Comen(13) 110,250 *
FMR LLC(14) 4,682,139 5.6
Ruane, Cunniff & Goldfarb Inc.(15) 4,994,281 6.0
All directors and executive officers as a group (11 persons) 25,877,408 30.9

&

(1

2

3)

Represents less than 1.0% of the outstanding Common Stock.

The address of each Named Executive Officer and director is 5601 West Buckeye Road, Phoenix, AZ 85043.
The address of The address for FMR LLC is 82 Devonshire St., Boston, MA 02109. The address for Ruane,
Cunniff & Goldfarb Inc. is 767 Fifth Ave., New York, NY 10153.

In accordance with applicable rules under the Exchange Act, the number of shares indicated as beneficially
owned by a person includes shares of Common Stock and underlying options that are currently exercisable or
will be exercisable within 60 days from February 28, 2009. Shares of Common Stock underlying stock options
that are currently exercisable or will be exercisable within 60 days from February 28, 2009, are deemed to be
outstanding for purposes of computing the percentage ownership of the person holding such options and the
percentage ownership of any group of which the holder is a member, but are not deemed outstanding for
purposes of computing the percentage ownership of any other person.

Includes: (a) 5,854,743 shares beneficially owned by Kevin P. Knight over which he and his wife, Sydney
Knight, exercise sole voting and investment power pursuant to a revocable living trust; (b) 12,012 shares held by
the Kevin P. Knight and Sydney B. Knight Family Foundation over which Kevin P. Knight and his wife, Sydney
Knight, as officers of the Foundation, exercise sole voting and investment power on behalf of the Foundation;
(c) 3,979 shares owned by a minor child who shares the same household; and (d) 905,251 shares covered by
stock options granted to Kevin P. Knight that are currently exercisable or that will become exercisable within 60
days. Kevin P. Knight has pledged as security approximately 1,554,000 of the shares that he beneficially owns.
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4) Includes: (a) 6,250,336 shares beneficially owned by Gary J. Knight over
which he exercises sole voting and investment power as a trustee under a
revocable trust agreement; and (b) 60,750 shares covered by a stock option
granted to Gary J. Knight that is currently exercisable or that will become
exercisable within 60 days. Gary J. Knight has pledged as security
approximately 1,697,115 of the shares that he beneficially owns.

5 Includes: (a) 6,181,081 shares beneficially owned by Keith T. Knight over
which he and his wife, Fawna Knight, exercise sole voting and investment
power as trustees under a revocable trust agreement; (b) 1,119 shares
beneficially owned by Keith T. Knight; (c) 1,119 shares beneficially owned
by Fawna Knight; (d) 2,277 shares owned by minor children who share the
same household; and (e) 86,500 shares covered by a stock option granted to
Keith T. Knight that is currently exercisable or that will become exercisable
within 60 days. Keith T. Knight has pledged as security approximately
2,657,830 of the shares that he beneficially owns.

(6) Includes: (a) 4,596,267 shares beneficially owned by Randy Knight over
which he exercises sole voting and investment power as a trustee under a
revocable trust agreement; (b) 1,662,323 shares held by a limited liability
company for which Mr. Knight acts as manager and whose members include
Mr. Knight and trusts for the benefit of his four children; and (c) 2,500
covered by stock options granted to Mr. Randy Knight that are currently
exercisable or that will become exercisable within 60 days. Randy Knight
has pledged as security approximately 6,258,590 of the shares that he
beneficially owns.

(7 Includes: (a) 14,540 shares beneficially owned by Donald A. Bliss over
which he exercises sole voting and investment powers under a revocable
trust agreement; and (b) 2,500 shares covered by stock options granted to
Mr. Bliss that are currently exercisable or that will become exercisable
within 60 days.

(®) Includes: (a) 41,425 shares held directly by G.D. Madden; (b) 400 shares not
held directly by G.D. Madden, but for which he exercises voting control
(these shares were purchased and reported by G.D. Madden in 2008 for four
grandchildren (100 shares each), none of whom live with G.D. Madden); and
(c) 3,625shares covered by stock options granted to Mr. Madden that are
currently exercisable or that will become exercisable within 60 days.

9 Includes: (a) 2,991 shares held directly by Michael Garnreiter; and (b) 9,250
shares covered by stock options granted to Mr. Garnreiter that are currently
exercisable or that will become exercisable within 60 days.

(10) Includes: (a) 4,372 shares held directly by Kathryn L. Munro; and (b) 6,250
shares covered by stock options granted to Ms. Munro that are currently
exercisable or that will become exercisable within 60 days.

(1) Includes: (a) 3,248 shares held directly by Richard J. Lehmann; and (b)
3,500 shares covered by stock options granted to Mr. Lehmann that are
currently exercisable or that will become exercisable within 60 days.

12) Includes: 54,800 shares covered by stock options granted to David A.
Jackson that are currently exercisable or that will become exercisable within
60 days.

(13) Includes: 110,250 shares covered by stock options granted to Casey Comen
that are currently exercisable or that will become exercisable within 60 days.

(14) FMR has sole voting power over 1,313,260 shares and sole dispositive

power of 4,682,139 shares. It has shared voting power and shared
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dispositive power over no shares.

Ruane, Cunniff & Goldfarb Inc. has sole voting power over 3,838,922 shares
and sole dispositive power over 4,994,281 shares. It has shared voting
power and shared dispositive power over no shares.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Our Audit Committee has established policies and procedures relating to the review and approval or ratification of any
transaction, or any proposed transaction, in which we were or are to be a participant and the amount involved exceeds
$120,000, and in which any "related person" (as that term is defined in Instruction 1 to Item 404(a) of Regulation S-K)
had or will have a direct or indirect material interest, referred to as an "interested transaction.” Upon review of the
material facts of all interested transactions, the Audit Committee will either approve, ratify, or disapprove the
interested transactions, subject to certain exceptions, by taking into account, among other factors it deems appropriate,
whether the terms are arm's length and the extent of the related person's interest in the transaction. No director may
participate in any discussion or approval of an interested transaction for which he or she, or his or her relative, is a
related party. If an interested transaction will be ongoing, the Audit Committee may establish guidelines for our
management to follow in its ongoing dealings with the related party and then at least annually must review and assess
ongoing relationships with the related party. During 2008, the following interested transactions were subject to such
review and approval or ratification:

The Knight family has been involved in the transportation business for a number of years, and family members of
Kevin Knight, Gary Knight, Keith Knight, and Randy Knight have been employed by us since our inception. The
Knight family members are employed on the same terms and conditions as non-related employees. During 2008, we
employed two individuals who were compensated in excess of $120,000 and are considered related persons under
Item 404(a) of Regulation S-K. The aggregate total compensation paid to these two individuals in 2008 was $
339,869. Based on the fact that these two individuals are employed on the same terms and conditions as non-related
employees, the Audit Committee ratified these transactions. We also employed eight other related persons during
2008, none of whom received compensation in excess of $120,000.

See "Corporate Governance — The Board of Directors and Its Committees — Committees of the Board of Directors — The
Compensation Committee — Compensation Committee Interlocks and Insider Participation” for a description of

transactions between us and members of our Compensation Committee or their affiliates.
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PROPOSAL NO. 2 — APPROVAL AND RATIFICATION OF
KNIGHT TRANSPORTATION, INC. EMPLOYEE STOCK PURCHASE PLAN

Introduction

At the Annual Meeting, our shareholders are being asked to approve the Knight Transportation, Inc. Employee Stock
Purchase Plan (the "Employee Stock Purchase Plan"), which was adopted by our Board of Directors on February 11,
2009, subject to shareholder approval. If approved by our shareholders, the Employee Stock Purchase Plan will
become effective as determined by the Compensation Committee. The Employee Stock Purchase Plan is intended to
qualify as an "employee stock purchase plan" under Section 423 of the Internal Revenue Code of 1986, as amended
(the "Code"). We intend to use the Employee Stock Purchase Plan to retain the services of our current and new
employees and to provide incentives for our employees to exert maximum effort for the success of our company by
giving our employees the opportunity to purchase our Common Stock.

Description of the Employee Stock Purchase Plan

A summary of the Employee Stock Purchase Plan appears below. The summary is qualified in its entirety by
reference to the text of the Employee Stock Purchase Plan, a copy of which is included as Appendix A to this Proxy
Statement. You are urged to read the actual text of the Employee Stock Purchase Plan in its entirety.

Administration. The Employee Stock Purchase Plan is administered by the Compensation Committee. As plan
administrator, the Compensation Committee has full authority to adopt such rules and procedures as it may deem
necessary for the proper administration and interpretation of the Employee Stock Purchase Plan.

Share Reserve. There will be 1,000,000 shares of our Common Stock, as automatically adjusted to reflect changes in
the capitalization of our company, authorized to be sold under the Employee Stock Purchase Plan.

Offering Periods. The Compensation Committee may grant rights to purchase shares of our Common Stock to
eligible employees on February 1 of every calendar year (beginning with calendar year 2009) and such rights shall
expire on each subsequent January 31 (an "Offering Period"). There shall be two six-month purchase periods during
each Offering Period, which shall commence on February 1 and August 1 of each year and end on July 31 and January
31, respectively. On the last day of each relevant Offering Period (or if such date is not a business day, the first
business day preceding such date), each participant's accumulated payroll deduction will be applied to the purchase of
whole shares of our Common Stock, up to the maximum number of shares of Common Stock permitted pursuant to
the terms of the Employee Stock Purchase Plan.

Eligibility. Any individual who customarily works for at least twenty hours per week for at least five months per
calendar year in our employ is eligible to participate in one or more Offering Periods. An eligible employee may only
join an Offering Period on the start date of the relevant Offering Period. As of December 31, 2008, approximately
4,700 employees were eligible to participate in the Employee Stock Purchase Plan.

Purchase Provisions. Each eligible participant may authorize periodic payroll deductions in a multiple of whole
percentages between one percent and ten percent of such participant's earnings. A participant may not increase his or
her rate of payroll deduction for an Offering Period after the start of the relevant Offering Period, but he or she may
decrease the rate once per Offering Period.

Purchase Price. The purchase price of Common Stock acquired pursuant to rights granted under the Employee

Stock Purchase Plan shall be determined by the Compensation Committee, provided that the purchase price shall not
be less than the lesser of: (a) an amount equal to eighty-five percent (85%) of the fair market value of the Common
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Stock on the offering date rounded up to the nearest cent per share; or (b) an amount equal to eighty-five percent
(85%) of the fair market value of the Common Stock on the purchase date rounded up to the nearest cent per share.

Valuation. The fair market value per share of Common Stock on any relevant date will be the closing selling price per
share on such date on the New York Stock Exchange.
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Special Limitations. The Employee Stock Purchase Plan imposes certain limitations upon a participant's rights to
acquire Common Stock, including the following limitations:

e No purchase right may be granted to any individual who owns stock (including stock purchasable under any
outstanding options or purchase rights) possessing five percent or more of the total combined voting power or value
of all classes of our stock or any of our affiliates.

e No purchase right granted to a participant may permit such individual to purchase Common Stock at a rate greater
than $25,000 worth of such Common Stock (valued at the time such purchase right is granted) for any calendar
year.

e No participant may purchase more than 2,500 shares of Common Stock on any one purchase date.

¢ The maximum number of shares of Common Stock in the aggregate that all participants purchase on any one
purchase date may not exceed (a) 200,000 shares of Common Stock, less any shares of Common Stock previously
purchased on any purchase date during the offering or (b) the number of shares of Common Stock remaining
available for purchase under the Employee Stock Purchase Plan.

Termination of Purchase Rights. A participant's purchase right will immediately terminate upon such participant's
loss of eligible employee status, and his or her accumulated payroll deductions for the Offering Period in which the
purchase right terminates shall be promptly refunded. A participant may not withdraw funds deposited during an
Offering Period. However, at any time during a purchase period a participant may terminate his or her payroll
deductions under the Employee Stock Purchase Plan.

Use of Proceeds. Proceeds from the sale of Common Stock pursuant to the rights granted under the Employee Stock
Purchase Plan will constitute general funds of our company and may be applied for general corporate purposes.

Shareholder Rights. No participant will have any shareholder rights with respect to the shares of Common Stock
covered by his or her purchase right until the shares are actually purchased on the participant's behalf and such
purchase is recorded in our stock books.

Assignability. Purchase rights will be exercisable only by the participant and will not be assignable or transferable.

Designation of Beneficiary. A participant may designate the person or persons who are to receive shares of Common
Stock, if any, from the participant's account under the Employee Stock Purchase Plan in the event of such participant's
death subsequent to the end of an offering but prior to delivery to the participant of such shares of Common Stock.

Adjustments Upon Changes in Capitalization. The aggregate number of shares of Common Stock which may be
issued pursuant to rights granted under any offering under the Employee Stock Purchase Plan shall be automatically
adjusted, without further action by the Board or our shareholders, to reflect changes in the capitalization of our
company, such as stock dividends, stock splits, reverse stock splits, subdivisions, exchange of shares, liquidating
dividends, reorganizations or reclassifications, or any similar recapitalization that affects or modifies the number of
shares of Common Stock issued and outstanding at any time. In the event of: (i) a dissolution or liquidation of our
company; (ii) a merger or consolidation in which our company is not the surviving corporation; (iii) a reverse merger
in which our company is the surviving corporation but the shares of our Common Stock outstanding immediately
preceding the merger are converted by virtue of the merger into other property, whether in the form of securities, cash,
or otherwise; or (iv) any other capital reorganization in which more than fifty percent (50%) of our shares entitled to
vote are exchanged, then, as determined by the Compensation Committee in its sole discretion, (A) any surviving
corporation may assume outstanding rights or substitute similar rights for those under the Employee Stock Purchase
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Plan, (B) such rights may continue in full force and effect, or (C) participants' accumulated payroll deductions may be
used to purchase Common Stock immediately prior to the transaction described above and the participants' rights
under the ongoing offering will terminate.
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Amendment and Termination. The Compensation Committee may terminate, suspend, discontinue, modify, or amend
the Employee Stock Purchase Plan in any respect, except that, without the approval of our shareholders, no
amendment or modification may change the number of shares of Common Stock reserved and available for issuance
(other than the automatic adjustments described above) or modify the Employee Stock Purchase Plan in such a way
that shareholder approval is required for the Employee Stock Purchase Plan to obtain "employee stock purchase plan"
treatment under Section 423 of the Code. The Compensation Committee may, in its discretion, suspend or terminate
the Employee Stock Purchase Plan at any time. Unless sooner terminated, the Employee Stock Purchase Plan will
terminate on the earlier of (i) February 10, 2019 or (ii) the date on which all shares available under the Employee
Stock Purchase Plan, as adjusted from time to time, are exhausted.

Stock Purchases. No shares of Common Stock shall be purchased pursuant to the Employee Stock Purchase Plan and
no rights granted under the Employee Stock Purchase Plan shall be exercised unless and until the Employee Stock
Purchase Plan has been approved by our shareholders.

Effect on Shareholders. We are unable to predict the precise effect of the Employee Stock Purchase Program on our
shareholders because we are unable to predict how many eligible employees will participate in the Employee Stock
Purchase Plan.

Federal Income Tax Consequences. The Employee Stock Purchase Plan is intended to be an "employee stock
purchase plan" within the meaning of Section 423 of the Code. Under a plan which so qualifies, no taxable income
will be recognized by a participant, and no deductions will be allowable to us in connection with the grant or exercise
of an outstanding purchase right. Taxable income will not be recognized until there is a sale or other disposition of
the shares acquired under the Employee Stock Purchase Plan or in the event the participant should die while still
owning the purchased shares. Each participant shall deliver a commitment in writing to the Compensation Committee
that the participant understands that the special rules of income tax treatment under Section 421(a) of the Code shall
apply with respect to the transfer of a share of Common Stock to the participant pursuant to the participant's exercise
of a right granted under the Employee Stock Purchase Plan.

The foregoing is only a summary of the affect of federal income taxation upon us and the participants under the
Employee Stock Purchase Plan. It does not purport to be complete, and does not discuss all of the tax consequences of
a participant's death or the provisions of the income tax laws of any state, municipality, or foreign country in which
the participants may reside.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE "FOR" APPROVAL OF THE
EMPLOYEE STOCK PURCHASE PLAN.
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PROPOSAL NO. 3 - APPROVAL AND RATIFICATION OF THE AMENDMENT AND RESTATEMENT OF THE
KNIGHT TRANSPORTATION, INC. 2003 STOCK OPTION PLAN (THE "2003 STOCK OPTION PLAN"),
WHICH AMONG OTHER THINGS (I) RENAMES THE 2003 STOCK OPTION PLAN THE "KNIGHT
TRANSPORTATION, INC. AMENDED AND RESTATED 2003 STOCK OPTION AND EQUITY
COMPENSATION PLAN," (II) PROVIDES ADDITIONAL TERMS AND ADMINISTRATIVE PROCEDURES
APPLICABLE TO RESTRICTED STOCK GRANTS, AND (III) AUTHORIZES THE ISSUANCE OF STOCK
APPRECIATION RIGHTS.

At the Annual Meeting, our shareholders are being asked to approve the amendment and restatement of the Knight
Transportation, Inc. 2003 Stock Option Plan to (i) restate the 2003 Stock Option Plan in its entirety and rename the
2003 Stock Option Plan the "Knight Transportation, Inc. Amended and Restated 2003 Stock Option and Equity
Compensation Plan," (ii) provide additional terms and administrative procedures applicable to restricted stock grants,
and (iii) authorize the issuance of stock appreciation rights. Upon the recommendation of the Compensation
Committee, the Board of Directors has approved the amendment and restatement of the 2003 Stock Option Plan and
has directed that it be submitted for shareholder approval at the Annual Meeting. A summary of the 2003 Stock
Option Plan appears below. The summary is qualified in its entirety by reference to the text of the 2003 Stock Option
Plan, a copy of which is included as Appendix B to this Proxy Statement. You are urged to read the actual text of the
2003 Stock Option Plan in its entirety.

Introduction

In February 2003, the Board of Directors adopted the 2003 Stock Option Plan, which was approved by our
shareholders in May 2003. At our annual meeting in May 2005, our shareholders approved an amendment to the 2003
Stock Option Plan to increase the number of shares of Common Stock available for issuance from 1,500,000 shares to
4,000,000 shares. By virtue of a stock split, effected in the form of a 50% stock dividend in the fourth quarter of
2005, the total number of shares of Common Stock available for issuance thereunder increased to 6,000,000
shares. At a special meeting in December 2005, our shareholders approved an amendment to the 2003 Stock Option
Plan limiting the number of shares with respect to which options may be granted to any one plan participant during a
calendar year to 650,000 shares, subject to adjustment for stock dividends, stock splits, reverse stock splits, and
similar transactions, and approved and ratified the amendment and restatement of the 2003 Stock Option Plan to
incorporate all prior amendments to the 2003 Stock Option Plan. The 2003 Stock Option Plan was further amended
effective as of January 1, 2007, to eliminate the automatic grant of stock options to independent directors, to provide
that director's fees due to any independent director may be paid in Common Stock, and to require the consent of the
Compensation Committee prior to the sale of any Common Stock obtained through a stock grant made to an
independent director at any time while that individual is serving as a Director of our company. The 2003 Stock
Option Plan was further amended as of June 1, 2008, to increase the number of shares available for stock grants from
6,000,000 to 9,000,000 shares of Common Stock.

The 2003 Stock Option Plan was further amended as of February 11, 2009, subject to shareholder approval, to provide
additional terms and administrative procedures applicable to restricted stock grants, to authorize the issuance of stock
appreciation rights, and to restate the 2003 Stock Option Plan in its entirety and rename it the "Knight Transportation,
Inc. Amended and Restated 2003 Stock Option and Equity Compensation Plan."

The purposes of the 2003 Stock Option Plan are to: (a) provide our employees with an opportunity to purchase
Common Stock as an incentive to continue employment with us and to work toward our long-term growth,
development, and financial success; and (b) attract, motivate, and retain the services of our Outside Directors and
employees and reward such directors and employees by the issuance of equity grants so that these directors and
employees will contribute to and participate in our long-term performance. In furtherance of these purposes, the 2003
Stock Option Plan authorizes the grant of stock options and restricted stock, subject to applicable law, to our directors,

64



Edgar Filing: KNIGHT TRANSPORTATION INC - Form DEF 14A

executive officers, certain other full-time employees, certain part-time employees, and certain independent
contractors, consultants, or advisors of our company.

Reasons for Seeking Shareholder Approval of the Amendment

The Board of Directors believes that our success in executing our strategy is largely due to our talented and
hard-working employees, including our drivers, and that our future success will depend on our ability to continue to
attract and retain high caliber employees. We have maintained a stock option plan since 1994, and the Board believes
that stock option grants have historically served as a highly effective recruiting and retention tool by allowing our
employees to share in the ownership of our company and have historically contributed to our revenue and earnings
growth by aligning the long-term interests of our management and employees with those of our shareholders.

The Compensation Committee, which administers the 2003 Stock Option Plan, believes that the additional terms and
administrative procedures applicable to restricted stock grants and the authorization for the issuance of stock
appreciation rights will be useful in continuin