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PART 1
Item 1. Business.

The registrant, US 1 Industries, Inc. (hereinafter referred to, together
with its subsidiaries, as "US 1" or the "Conpany"), through its subsidiaries
is an interstate trucking conmpany operating in 48 states and in Ontario and
Quebec, Canada. The Conpany's business consists of a truckl oad operation for
which the Conpany obtains substantially all of its business through
i ndependent sal es agents who then contract with i ndependent truckers to hau
the freight to the desired destination

US 1 was incorporated in California under the name Transcon | ncorporated
on March 3, 1981. In March 1994, the Conpany changed its name to US 1
I ndustries, Inc. |In February 1995, the Conpany was nerged with an |Indi ana
corporation for purposes of re-incorporation under the |aws of Indiana. The
Conpany' s principal subsidiaries consist of Blue and Grey Transport, Inc., an
I ndi ana corporation ("BGT"), Blue and Grey Brokers, Inc., an Indiana
corporation ("BGB"), Carolina National Logistics, Inc., an Indiana corporation
(“CNL"), Carolina National Transportation, Inc., an |Indiana corporation
(“CNT"), @ulf Line Brokerage, Inc., an Indiana Corporation (“G.LB"), Gulf Line
Transportation, Inc., an Indiana Corporation (“GLT"), Keystone Lines, a
California corporation ("Keystone"), and TC Services, Inc., a California
corporation ("TCS"). BGI, BGB, CNL, CNT, G.LB, G.T, and Keystone operate under
authority granted by the United States Departnent of Transportation (the
"DOT"), and various state agencies.

Operations

The Conpany carries virtually all forns of freight transported by truck
except bul k goods and hazardous materials, including specialized trucking
servi ces such as containerized, refrigerated, and flatbed transportation.

The Conpany contracts with independent truckers and sal es agents and pays
them a percentage of the revenue received fromcustonmers for the delivery of
goods. The expenses related to the operation of the trucks are the
responsibility of the independent contractors. Consequently, short-term
fluctuations in operating activity have |less of an inpact on this conponent of
t he Conpany's net incone than they have on the net inconme of truck
transportati on conpani es that bear substantially all of the cost of enploying
drivers and maintaining equi pment. Like other truck transportati on conpanies,
however, US 1's revenues are affected by conpetition and the state of the
econony.

The Conpany's principal focus during 1998 was grow ng the Conpany through
expansion of Carolina National Transportation, which began operating in
January of 1997.

Mar ket i ng and Custoners

The Conpany conducts its business through independent sales agents. The
sal es agents have facilities and personnel to nmonitor and coordi nate shipnents
and to dispatch independent contractors who own and operate their own trucks
for freight transportation. The Conpany pays sal es agents and contractors
conmi ssions i nmedi ately upon delivery of shipnents.
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Approxi mately 85% of the Conpany's revenues fromits trucking operations
are allocated to the paynent of independent contractors and sal es agents.

During 1998, the Conpany utilized the services of approximtely 25 sales
agents. The | argest agent accounted for 12% of the Conpany's total revenues.
No ot her agent accounted for nore than 10% of revenue. The Conpany shi pped
freight for approximtely 3,000 custoners in 1998, no one of which accounted
for nore than of 10% of the Company's total revenues.

During 1997, the Conpany utilized the services of approximtely 100 sal es
agents, one of which accounted for 14% of the Conpany's total revenue. No
ot her agent accounted for nore than 10% of revenue.

The i ndependent contractors used by the Conpany nust enter into standard
equi pnent operating agreenents. The agreenments provi de that independent
contractors nmust bear many of the costs of operations, including drivers
conpensati on, maintenance costs, fuel costs, collision insurance, taxes
related to the ownership and operation of the vehicle, |licenses, and permts.
The Conpany requires independent contractors to maintain their equipnment to
st andards established by the DOT, and the drivers are subject to qualification
and training procedures established by the DOT. The Conpany is also required
to have random drug testing, enforce hours of service requirenents, and
noni t or mai ntenance of vehicles.

Enmpl oyees

At Decenber 31, 1998, the Conpany had approximately thirty-five full-tine
enpl oyees. The Conpany's enpl oyees are not covered by a collective bargaining
agreenent. The Conpany provides services to other related party conpanies
owned by the partners of August Investnment Partnership

Conpetition

The trucking industry is highly conpetitive. The Conpany conpetes for
custoners primarily with other nationw de carriers, some of which have
conpany-owned equi prent and conpany drivers, and nmany, if not nobst, of which
have greater volune and financial resources. The Conpany al so conpetes with
private carriage conducted by existing and potential custonmers. |In addition
t he Conpany conpetes with other nodes of transportation including rail

The Conpany al so faces conpetition for the services of independent
trucking contractors and sal es agents. Sales agents routinely do business
with a nunmber of carriers on an ongoing basis. The Conpany has attenpted to
devel op a strong sal es agent network by maintaining a policy of pronpt paynent
upon delivery of goods.

Conpetition is based on several factors; principally cost, tinely
availability of equi pment and quality of service.

| nsur ance

The Conpany insures the trucks with autonmobile liability insurance
coverage of up to $1 million per occurrence with a $5,000 deductible. The
Conpany has cargo i nsurance coverage of $200,000 per occurrence ($400, 000 for
catastrophes) with a $10, 000 deductible. The Conpany al so naintains a
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commercial general liability policy with alimt of $1,000,000 per occurrence
and no deducti bl e.

Regul ati on

The Conpany is a common and contract notor carrier regulated by the DOT
and various state agencies. Prior to 1980, the governnment strictly regul ated
the trucking industry as to entry of new operators, rates charged, routes
driven and types of freight hauled. The Mdtor Carrier Act of 1980 commenced a
peri od of deregulation that has continued to the present. The Act increased
conpetition by easing barriers to entry into the trucking industry, such as
proof of public convenience and necessity. The Act al so made rates nore
conpetitive and reduced regul ation of the industry.

Like all interstate nmotor carriers, the Conpany is subject to the safety
requi renents prescribed by the DOT, including regulations effective in 1992
that instituted drug-testing procedures and a uni form comrercial driver
license. The Conpany is in substantial conpliance with these regul ations.

In 1990, the Conpany was granted authority from Canadi an authorities to
haul truckl oad freight between all points in the provinces of Ontario and
Quebec and the United States. The Conpany is therefore also subject to
Canadi an regul ation, which is not dissimlar to regulation in the states.

Envi ronnent al Regul ati on

The Conpany owns property in Phoenix, Arizona that was fornerly | eased to
Transcon Lines ("Lines") as a terminal facility, where soil contam nation
probl enms existed or are known to exist currently. State environnenta
authorities notified the Conpany of potential soil contam nation from
under ground storage tanks, and managenent has been working with the regul atory
authorities to inplenent required renmedi ati on. The underground storage tanks
were renmoved fromthe Phoenix facility in February 1994. Oherw se, the
Conpany believes it is in substantial conpliance with state and federa
environnental regulations relative to the trucking business.

Saf e Harbor Provisions of the Private Securities Litigation Reform Act of 1995

The statements contained in Item 1 (Description of Business) and Item 6
(Managenent Di scussi on and Anal ysis of Financial Condition and Results of
Operation), particularly the statenents under “Future Prospects” contain
forward-| ooking statements that are subject to a variety of risks and
uncertainties. The Conpany cautions readers that these risks and
uncertainties could cause the Conpany’s actual results in 1999 and beyond to
differ materially fromthose suggested by any forward-1|ooking statenents.
These risks and uncertainties include, without limtation, a |ack of historic
i nformati on for new operations on which expectations regarding their future
performance can be based, general econom ¢ and busi ness conditions affecting
the trucking industry, conpetition from anong others, national and regiona
trucki ng conpani es that have greater financial and marketing resources than
the Conpany, the availability of sufficient capital, and the Conpany’'s ability
to successfully attract and retain qualified owner operators and agents.
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Item 2. Properties

The Conpany’s administrative offices are at 1000 Col fax, Gary, |ndiana.
The Conpany | eases its headquarters for $2,200 per nonth from M. M chael E
Ki bl er, President, Chief Executive Oficer and a director of the Conpany, and
M. Harold Antonson, Chief Financial Oficer of the Conpany.

Carolina National |eases 2400 sq. ft of office space in M. Pleasant, SC
for $2700 per nonth. The current lease is due to expire July, 1999.

Item 3. Legal Proceedings

Reference is nade to Note 11 of the notes to the consolidated financia
statements for discussion regarding pending | egal proceedings.

Item 4. Subnission of Matters to a Vote of Security Hol ders.

No matters were subnitted to a vote of the Conpany's sharehol ders during
the fourth quarter of 1998.

Item 4A. Executive Oficers of the Registrant.

Nanme and Age O fice and Experience

M chael E. Kibler, 58 M. Kibler is President and Chief Executive
O ficer of the Conmpany and has held these
positions since Septenber 1993. He al so has
been President of Enterprise Truck Lines, Inc.
an interstate trucki ng conpany engaging in
operations simlar to the Conpany's, since 1972.
M. Kibler is also a director of Anerican
Inter-Fidelity Exchange, an insurance recipica
located in Indiana that is the subject of an
Order of Rehabilitation by the Indiana
departnment of Insurance. M. Kibler has served
as a Director of the Conpany since 1993.

Harol d Antonson, 59 M. Antonson is Chief Financial Oficer, and has
hel d this position since April 1998. He al so
has been secretary of Enterprise Truck Line,
Inc. an interstate trucking Conpany engaged
in operations simlar to the Conpany's since
1972.

Ri chard Courtney, 57 M. Courtney has served as Vice-President, and
Secretary of the Conpany since Septenber 1993.
Since 1982, M. Courtney has been the Controller
of Eastern Refrigerated Express, Inc. M.
Courtney has served as a director of the Conpany
since 1994.
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PART 11
Item 5. Market for Registrant's Comon Equity and Rel ated Stockhol der Matters.

Shares of Comon Stock of the Conpany are listed and traded on the
“bulletin board market” under the synmbol USOO. During 1998 the Conpany was
de-listed fromthe NYSE

The following table sets forth for the period indicated the high and | ow
sal es prices per share of the Commobn Stock as reported on the New York Stock
Exchange Conposite Tape through June 1998 and as reported by Dreyfus Brokerage
Services since June 1998:

Cal endar Year Hi gh Low
1998
First Quarter 13/ 32 7132
Second Quarter 3/8 1/ 4
Third Quarter 3/8 3/ 32
Fourth Quarter 3/ 32 1/ 16
1998
First Quarter 9/ 16 9/ 32
Second Quarter 3/8 7132
Third Quarter 1/ 2 9/ 32
Forth Quarter 11/ 16 5/ 16

As of March 17, 1999, there were 3,293 holders of record of Common Stock

The Conpany has not paid any cash dividends on its Common Stock
Managenment does not antici pate paying any dividends on the Conmon Stock in the
foreseeabl e future, and the Conmpany's current credit agreenent prohibits the
payrment of divi dends.

Item 6. Managenent's Di scussi on and Anal ysis of Financial Condition and
Resul ts of Operation.

Resul ts of Operations

The financial statenents and rel ated notes contained el sewhere in this
Form 10- KSB are essential to an understandi ng of the conparisons and are
i ncorporated by reference into the discussion that foll ows.

1998 Conpared to 1997

The Conpany's operating revenues from continuing operations increased
from$25.4 million in 1997 to $30.2 mllion in 1998. The Conpany's operating
revenues were generated principally by independent sal es agents who originate
truckl oad shi pnents. These shipnments are then transported by independent
trucking contractors using their own equi prment. The increase in operating
revenues resulted primarily fromthe startup and growmh of Carolina Nationa
Transportation.
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Total operating expenses increased from $25.8 million in 1997 to $30.0
mllion in 1998. The |argest conponent of operating expenses is purchased
transportation. Purchased transportation generally varies in proportion to
operating revenues at approximtely 77% of revenues. Purchased transportation
increased from$19.7 mllion in 1997 to $23.4 mllion in 1998. Conmi ssions
increased from$2.4 mllion in 1997 to $3.2 million in 1998, and simlarly
vary in proportion to operating revenues. |nsurance and clains, which were
$0.9 million in 1997 remni ned constant at $0.9 mllion in 1998. The insurance
rate was reduced during 1998 due to favorable | oss experience. The renaining
operating expenses decreased from$2.8 mllion in 1997 to $2.5 mllion in 1998
primarily as a result of better cost control

The conpany’s operating income inproved froma loss of $0.4 million in
1997 to approxi mately breakeven 1998.

Interest, the | argest ongoi ng conponent of non operating income and
expense, varies in proportion to the Conpany's outstanding interest-bearing
i ndebt edness. Interest expense increased from$0.4 mllion in 1997 to $0.7
million in 1998, primarily due to the increased debt used to finance the
Carolina National accounts receivable and fund operating | osses.

Extraordinary income was $0.6 mllion in 1997.

Overall, the Conpany's had a net incone of $0.2 million in 1998 as
conpared to a net (loss) of ($0.3) mllion in 1997.

Future Prospects

The Conpany believes that gaining control over its operations and
expenses is the nost inportant step to being profitable in 1999. |In addition
the conpany needs to reduce its debt and related interest expense, and sal es
growt h needs to conti nue.

Shar ehol ders and potential investors in the Conmpany are cautioned that
the Conpany's financial condition remains precarious and that an increase in
operation performance is essential to its long term survival.

Liquidity and Capital Resources

As of Decenber 31, 1998, the Conpany's financial position remai ned poor
The Conpany had a net deficit in shareholders' equity of $4.3 mllion and its
current liabilities of $5.2 mllion exceeded its current assets by $1.0
mllion.

Cash flows during 1998 canme from operations, and | oans nade by Messrs
Ki bl er and Antonson. During 1997 cash flows cane primarily fromthe |ine of
credit and | oans made by Messrs Kibler and Antonson. Negative cash flows from
operations increased froma negative cash flow of $3.6 mllion in 1997 to $0.5
mllion in 1998. Cash flows used in investing activities increased by $0.02
million in 1998 due to the sale of property in 1998.

The Conpany's principal source of liquidity is its $3.3 mllion line of
credit with FINOVA. The availability of the line of credit is based on 80% of
Keystone's, Gulf Line's and Carolina National’s eligible accounts receivable.
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At Decenber 31, 1998, the outstanding borrowings were $2.5 million

Rel ated party loans from Al P and Messrs. Kibler and Antonson have
i ncreased from $2, 349, 304 at Decenber 31, 1997 to $2,701,042 at Decenmber 31
1998.

Shar ehol ders and potential investors in the Conmpany are cautioned that
the Conpany's financial condition remains precarious and that an increase in
operating performance is essential to its long term survival.

The Conpany is not a party to any Super-fund litigation and otherw se
does not have any known environnmental clains against it. However, the Conpany
does have one property where soil contam nation problens existed or are known
to exist currently. The Conpany has prelimnarily evaluated its potentia
liability at this site and believes that it has reserved appropriately for its
remedi ati on or that the fair market value of the property exceeds its net book
val ue by an amount in excess of any renediation cost. There can be no
assurance, however, that the cost of renediation would not exceed the expected
anounts. The Conpany has no current plans to renmediate the property.

I nflation

Changes in freight rates charged by the Conmpany to its custoners are
generally reflected in the cost of purchased transportation and comr ssions
pai d by the Conpany to independent contractors and agents, respectively.
Ther ef ore, managenent believes that future operating results of the Conpany
will be affected primarily by changes in volunme of business. However, due to
the highly conpetitive nature of the truckload notor carrier industry, it is
possible that future freight rates and cost of purchased transportation may
fluctuate, affecting the Conpany's profitability.

Year 2000 | ssue

Many exi sting conputer systens and rel ated software applications, and
ot her control devices, use only two digits to identify a year in a date field,
Wi t hout considering the inpact of the upcom ng change in the century. Such
systens, applications and/or devices could fail or create erroneous results
unl ess corrected so that they can process data related to the Year 2000. The
conpany relies on such conputer systens, applications and devices in operating
and nmonitoring all major aspects of its business, including, but not limted
to, its financial systems (such as general |edger, accounts payable, and
payrol | nodul es), custoner services, internal networks and tel econmuni cati ons
equi pnent, and end products. The Conpany also relies, directly, and
indirectly, on the external systens of various independent business
enterprises, such as its custoners, suppliers, creditors, financia
organi zati ons, and of governnents, both domestically and internationally, for
the accurate exchange of data and rel ated information.

The Conpany is currently in the process of evaluating the potenti al
i rpact of the Year 2000 issue on its business and the rel ated expenses that
woul d foreseeably be incurred in attenpting to renmedy such inpact (including
testing and inplenentation of renmedial action). As of Decenber 31 1998 the
conpany has spent $10,000 re-witing its conputer prograns to conply with the
year 2000 needs and expects to spend an additional $15,000 to $30, 000 during
1999 re-witing and purchasing new software to bring itself into conpliance.
8



We believe our worst case scenario would be that we would have to manual ly
bill its custonmers and revert to a manual accounting systemif the issue is
not corrected by year 2000. Managenent’'s current estimate is that the costs
associ ated with the Year 2000 issue should not have a material adverse affect
on the results of operations or financial position of the Conpany in any given
year. However, despite the Conpany’'s effort to address the Year 2000 i npact
on its internal systenms, the Conpany is not sure that it has fully identified
such inpact or that it can resolve it without disruption of its business and
Wi t hout incurring significant expenses. |n addition, even if the interna
systenms of the Conpany are not materially affected by the Year 2000 issue, the
Conmpany could be affected as a result of any disruption in the operation of
the various third-party enterprises with which the Conpany interacts.

Recently Issued Accounting Standards

In June 1998, the FASB issued Statenment of Financial Accounting Standards
(SFAS) No. 133, "Accounting for Derivative Instrunents and Hedgi ng
Activities," which establishes accounting and reporting standards for
derivative instruments and hedging activities. It requires that an entity
recogni ze all derivatives as either assets or liabilities in the statenment of
financial position and neasure those instrunents at fair value. The Conpany,
to date, has not engaged in derivative and hedging activities. Ref er ence
is made to Note 2 of the consolidated financial statenents.

Item 7. Financial Statements and Suppl enentary Dat a.

To the Sharehol ders and
Board of Directors of US 1 Industries, Inc.

We have audited the acconpanyi ng consol i dated bal ance sheets of US 1

I ndustries, Inc. and subsidiaries (the “Conpany”) as of Decenmber 31, 1998 and
1997, and the related consolidated statenents of operations, sharehol ders’
equity and cash flows for the years then ended. These financial statenents
are the responsibility of the Conpany’s managenent. Qur responsibility is to
express an opinion on these financial statenents based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and performthe audits to
obt ai n reasonabl e assurance about whether the financial statenments are free of
material msstatenent. An audit includes exam ning, on a test basis, evidence
supporting the anpunts and di sclosures in the financial statenments. An audit
al so includes assessing the accounting principles used and significant
estimates made by managenent, as well as the overall financial statenent
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presentation. W believe our audits provide as reasonabl e basis for our
opi ni on.

In our opinion, the consolidated financial statenents referred to above
present fairly, in all material respects, the financial position of US 1

I ndustries, Inc. and subsidiaries at Decenber 31, 1998 and 1997 and the
results of their operations and their cash flows for the years then ended in
conformty with generally accepted accounting principles.

The acconpanyi ng financial statements have been prepared assum ng that the
Conmpany will continue as a going concern. As discussed in Note 1 to the
financial statenents, the Conpany has experienced operating | osses and
negati ve cash flows in recent years and has a net capital deficiency. These
factors raise substantial doubt about the Conpany’s ability to continue as a
goi ng concern. Managenent’'s plans in regard to these matters are al so
described in Note 1. The financial statenents do not include any adjustnents
that might result fromthe outcome of this uncertainty.

Coopers & Lybrand L.L.P.

Chicago, Illinois
March 27, 1998

US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
CONSOL| DATED BALANCE SHEETS
DECEMBER 31, 1998 AND 1997

ASSETS
1998 1997
CURRENT ASSETS:
Cash $ $ 298, 079
Accounts receivabl e-trade, |ess allowance for
doubt ful accounts of $ 95,083 and $195, 298 4,041, 966 5, 066, 256
O her receivabl es 59, 654 336, 919
Deposits 132, 429 154, 068
Prepai d expenses 27,798 83,731
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Total current assets 4,261, 847 5, 939, 053

FI XED ASSETS:

Equi prment 258, 445 52, 996
Less accunul at ed depreci ation and anortization (75, 316) (12, 682)
Net fixed assets 183, 129 40, 314

ASSETS HELD FOR SALE:

Land 195, 347 423, 226
Val uati on al | owance (141, 347) (141, 347)
Net assets held for sale 54, 000 281, 879

TOTAL ASSETS $ 4,498,976 $ 6,261, 246

The acconpanyi ng notes are an integral part of the consolidated financia
statenments.
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
CONSOL| DATED BALANCE SHEETS

DECEMBER 31, 1998 AND 19

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY ( DEFI ClI ENCY)

CURRENT LI ABI LI TI ES:
Account s payabl e $1
Bank overdraft
Accrued expenses
Short-term debt 2
I nsurance and cl ai ns
Accrued conpensation
Accrued i nterest
Esti mated fuel and other taxes

Total current liabilities 5
LONG TERM DEBT 2

REDEEMABLE PREFERRED STOCK:
aut hori zed 5,000, 000 shares; no par val ue,
Series A shares outstanding:
1998 - 1,094, 224; 1997 - 1,094, 224.
Li qui dation preference $0.3125 per share

SHAREHOLDERS' EQUI TY ( DEFI ClI ENCY) :
Common stock, authorized 20, 000, 000 shares;
no par val ue; shares outstanding:

1997 and 1998 - 10, 618, 224 40
Accunul at ed deficit (45
Total sharehol ders' equity (deficiency) (4

TOTAL LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
( DEFI Cl ENCY) $ 4

97

1998

, 445, 889
260, 404
183, 400

, 565, 006
181, 524

17,591
392, 883
75, 695

, 849, 262

825, 254

, 844, 296
, 142, 228)

, 498, 976

1997

$ 2,734,980
530, 133
137, 454

3,292, 945
241, 607
38, 302
140, 824
273,901

2,516, 415

753, 254

40, 844, 296
(45, 242, 865)

$ 6, 261, 246

The acconpanying notes are an integral part of the consolidated financia

statenments.



US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
CONSOLI DATED STATEMENT OF OPERATI ONS
YEARS ENDED DECEMBER 31, 1998, AND 1997

1998 1997
OPERATI NG REVENUES $ 30,176, 818 $25, 421, 806
OPERATI NG EXPENSES:
Pur chased transportation 23,416, 624 19, 676, 213
I nsurance and cl ai s 938, 044 941, 700
Sal ari es, wages, and ot her 1,223,113 1,285,778
Commi ssi ons 3,177,908 2, 360, 989
Operating supplies and expenses 907, 716 1,220,978
Operating taxes and |icenses 106, 929 130, 853
Conmruni cations and utilities 98, 924 137, 606
Rent s 58, 802 79,516
Depreci ation and anortization 74,963 9,533
Total operating expenses 30, 003, 023 25, 843, 166
OPERATI NG | NCOVE (LOSS) 173,795 (421, 360)
NON OPERATI NG | NCOVE ( EXPENSE) :
I nterest income 7,702 2,430
I nt erest expense (743, 953) (435, 042)
Wite off of old payables 530, 674
O her inconme (expense), net 204, 419 51, 462
Total non operating inconme (expense) ( 1,158) (381, 150)
(LOSS) FROM CONTI NUI NG OPERATI ONS
BEFORE EXTRAORDI NARY GAI N 172, 637 (802, 510)
EXTRAORDI NARY GAI N:
For gi veness of debt 0 610, 318
NET | NCOMVE (LOSS) 172, 637 (192, 192)
Dl VI DENDS ON PREFERRED SHARES 72,000 61, 712
NET | NCOVE( LOSS) AVAI LABLE TO COMMON SHARES 100, 637 (%253, 904)
| NCOME (LOSS) PER COVMON SHARE
Loss from continui ng operati ons:
Basi c ($0. 00) ($0.08)
Di | uted ($0. 00) ($0.08)
Net Income (Loss):
Basi c $0. 01 ($0.02)
Di | uted $0. 01 ($0.02)
VEI GHTED AVERAGE COMMON SHARES OUTSTANDI NG -
BASI C AND DI LUTED 10, 618, 224 10, 616, 397

The acconpanying notes are an integral part of the consolidated financia
statenments.
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF SHAREHOLDERS'
YEARS ENDED DECEMBER 31, 1998,

Common St ock

Shar es Armmount
Bal ance at
Decenber 31, 1996 10,573, 780 $40, 824, 296
| ssuance of Common St ock 44, 444 20, 000

Di vi dends on Preferred Stock
Net i nconme (I oss)
Bal ance at
Decenber 31, 1997 10, 618, 224 $40, 844, 297
Di vi dends on Preferred Stock
Net income
Bal ance at

EQUI TY ( DEFI Cl ENCY)
and 1997

Accumnul at ed
Deficit Tot a

($44, 988, 961) ($4, 164, 665)
20, 000

(61, 712) (61, 712)
(192, 192) (192, 192)

($45, 242, 865) ($4, 398, 568)
(72, 000) (72, 000)
172, 637 172, 637

Decenber 31, 1998 10, 618, 224 $40, 844, 297

The acconpanyi ng notes are an integral part of the
statenments.
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US 1 | NDUSTRI ES,
CONSOL| DATED STATEMENTS OF CASH
YEARS ENDED DECEMBER 31,

CASH FLOWS FROM OPERATI NG ACTI VI TI ES

Net i ncome (Il oss)
Adj ustnents to reconcile net incone (loss) to net
cash provided by (used in)operating activities:
Depreci ation and anortization
Gain on sale of property
Provi sion (recovery) on accounts receivable
Loss on di sposal of equi pnent
Extraordi nary gain - forgiveness of debt
Changes in operating assets and liabilities:
Account s receivabl e-trade
Ot her receivabl es
Prepai d expenses
Deposits
Account s payabl e
Accrued expenses
I nsurance and cl ai s
Accrued interest
Accrued conpensation
Estimated fuel and other taxes
Net cash provided by (used in) operating
activities

CASH FLOAS FROM | NVESTI NG ACTI VI TI ES
Additions to property and equi pnent
Pur chase of Land
Proceeds from sale of Land

Net cash provided by (used by)
activities

i nvesting

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES
Net borrowi ngs (repaynents) under |ine of credit
Proceeds fromissuance of conmon stock
Proceeds from short term | oan on property
Repaynment of |ong-term | oans
Net proceeds fromrelated party | oans
I ncrease (Decrease)in bank overdraft
Proceeds from i ssuance of nortgages to
rel ated parties
Net cash provided by (used in)financing
activities
NET | NCREASE ( DECREASE) | N CASH AND CASH EQUI VALENTS
CASH AND CASH EQUI VALENTS,
CASH AND CASH EQUI VALENTS,

BEG NNI NG OF YEAR
END OF YEAR

SUPPLEMENTAL DI SCLOSURE OF
| NFORMATI ON- -
Cash paid during year for

CASH FLOW

i nt erest

SUPPLI MENTAL SCHEDULE OF NONCASH | NVESTI NG AND

I NC. AND SUBSI DI ARI ES

FLOWS

1998, AND 1997

1998

$ 172,637

74, 963
(44, 800)
0

17, 488

1, 024, 290
277, 265
55, 933

21, 639
(1,289, 091)
207, 570
(60, 083)
252, 059
(20, 711)
(198, 206)

490, 953

(2, 566)
61, 055

58, 489

(741, 720)

(123, 308)
287, 236
(269, 729)

(847, 521)
(298, 079)

298, 079
0

$491, 894

1997

($192, 192)

9,533
0

145, 298
1, 160
(610, 318)

(3,709, 607)
(200, 271)
32, 745
(176)

720, 143
(14, 644)
(10, 546)
108, 396
(8,578)

99, 524

(3, 629, 533)

(41, 496)
(227, 879)

(269, 375)

2, 135, 847
20, 000
50, 000

(10, 000)
926, 608
348, 991

500, 000
3,971, 446
72,538

225, 541
$298, 079

$326, 646



FI NANCI NG ACTI VI TI ES
Not e payabl e incurred for purchase of ezuipnent $232, 700

The acconpanyi ng notes are an integral part of the consolidated financial
statenments.
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
YEARS ENDED DECEMBER 31, 1998, AND 1997

1. OPERATI ONS

The Conpany is primarily an interstate truckload carrier of genera
commodi ties, which uses independent agents and contractor equipnment to
contract for and haul freight for its custoners in all 48 states with a
concentration in the Southeastern United States. One agent accounted for 12%
of the Conpany's revenue for the year ended Decenber 31, 1998. The sanme agent
represented 14% of sales for the year ended Decenber 31, 1997.

Goi ng Concern--The accompanyi ng consol i dated fi nancial statenments have
been prepared assum ng that the Conpany will continue as a going concern. As
shown in the acconpanyi ng consol i dated financial statenents, the Conpany
experienced operating | osses and negative cash flows in recent years. At
Decenmber 31, 1998 and 1997, the Conpany's current liabilities exceeded its
current assets by $0.8 million and $1.4 mllion, respectively. At Decenber
31, 1998 the sharehol der deficit was $4.0 nmillion. The Conpany's future
depends on increasing the operating income rate to a |level where there is a
reasonabl e margin of profit after paying the interest expense. Managenent is
exploring various options to increase margins as well as convert sone debt to
Equity in order to reduce the related interest expense. The sharehol ders’
deficit and negative working capital, and unprofitable operations continue to
rai se substantial doubt about its ability to continue as a going concern. The
financial statements do not include any adjustments that might result fromthe
out come of this uncertainty.

2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

Princi pl es of Consolidation--The consolidated financial statements
i nclude the accounts of US 1 Industries, Inc. and its subsidiaries. Al
significant inter-conpany accounts and transactions have been elin nated.

Revenue Recognition--Revenue for freight in transit is recognized upon
delivery. Amounts payable for purchased transportation, conm ssions and
i nsurance expense are accrued when the rel ated revenue is recognized.

Cash and Cash Equival ents--The Conpany consi ders as cash equival ents al
highly liquid investnments with an original maturity of three nonths or |ess.

Fi xed Assets--Fixed assets are stated at cost. Equi pnent is depreciated
using the straight-line method over the estimted useful |ives of the rel ated
assets, which range fromthree to eight years.

Assets Held for Sal e--Such assets conprise real estate, not required for
the Conpany's operations, which is carried at the |ower of historical cost or
estimted net realizable val ue.



US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

Accounting Estimtes--The preparation of financial statements in
conformty with generally accepted accounting principles requires nmanagenent
to make estinmates and assunptions that affect the reported anpunts of assets
and liabilities and disclosure of contingent assets and liabilities at the
dates of financial statenents and the reported amobunts of revenues and
expenses during the reporting periods. Actual results could differ fromthose
estimates.

Recently Issued Accounting Standards--In June 1998, the FASB issued
St atenent of Financial Accounting Standards (SFAS) No. 133, "Accounting for
Derivative Instrunents and Hedgi ng Activities," which establishes accounting
and reporting standards for derivative instrunents and hedging activities. It
requires that an entity recognize all derivatives as either assets or
liabilities in the statement of financial position and neasure those
instruments at fair value. The Conpany, to date, has not engaged in
derivative and hedgi ng activities.

I nconme Taxes--Deferred inconme taxes are recogni zed for the tax
consequences of "tenporary differences" by applying enacted statutory tax
rates applicable to future years to differences between the financia
statement carrying anounts and the tax bases of existing assets and
liabilities. In addition, the anpbunt of any future tax benefits are reduced
by a valuation allowance to the extent such benefits are not expected to be
fully utilized.

Fair Val ue of Financial Instrunments--The carrying val ue of cash and cash
equi val ents approximates fair value. For debt instrunents, it is not
practicable to determ ne the fair value at Decenber 31, 1998 due to severa
factors which include; related party considerations, the current financia
status of US 1, and the |ack of valuation information regarding certain
col | ateral

Ear ni ngs Per Conmmon Share—n February 1997, the Financial Accounting
St andards board issued Statenent No. 128, “Earnings per Share,” which becane
effective for both interim and annual financial statenent periods ending after
Decenber 15, 1997. As required by this statement, the Conpany adopted the new
standards for conputing and presenting earnings per share ("EPS’) for 1997.
Fol l owi ng are the reconciliations of the nunerators and denonmi nators of the
basic and diluted EPS. The average nmarket price of the common stock was
greater than the exercise price of the outstanding options, however, as the
Conpany had a net loss in 1997, the potentially dilutive securities (options)
were antidilutive.
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

Numer at or 1998 1997
Loss from continui ng operations ($740, 642) ($802, 510)
Di vi dends on preferred shares (72,000) (61,712)
Loss avail able to comon sharehol ders
for basic and diluted EPS ($812, 642) ($864, 222)
Di sconti nued Operations
Extraordi nary gain 913, 279 610, 318

Net income (loss) available to common
shar ehol ders for basic and diluted EPS ($100, 637) ($253, 904)

Denomi nat or
Wei ght ed average conmon shares
out standing for basic and diluted EPS 10, 616, 397 10, 616, 397

2. EXTRAORDI NARY GAI N

During the fourth quarter of 1997, the bankruptcy of Trail bl azer
Transportation was finalized and, accordingly, the Conpany recorded a gain of
$610, 318 ($0.06 per share - basic and diluted) on the forgi veness of debt.

3. REDEEMABLE PREFERRED STOCK AND COVMON STOCK

The Series A preferred shares are not convertible into commopn stock, are
non-voting, and earn dividends at the rate of $0.0375 per share per annum
(i ncreasing by $0.0063 on each of January 1, 1995, 1996 and 1997, and by
$0. 0094 on January 1, 1998 and on each January 1 thereafter until redeened)
payabl e quarterly on the first day of February, May, August, and Novenber.
The Series C preferred stock is redeemable at the option of the Conpany or the
hol ders at any tine.

As of Decenber 31, 1998, series A cumul ative preferred stock dividends are in
arrears by $278,141. The Conpany’s current line of credit prohibits the
paynment of divi dends.

4. RELATED PARTY TRANSACTI ONS
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TC Services, Inc. provides safety, nmanagenent, and accounting services to
conpani es owned by memnmbers of AlIP. These services are priced to cover the
cost of the enpl oyees providing the services. Revenues related to those
services total ed $70, 607 and $149,422 in 1998 and 1997, respectively.

The Conpany's primary insurance provider ("AIFE") is nmanaged by a
Director of the Conmpany. (AIFE) is also under common control with an
affiliated insurance recipicol , Indiana Truckers Exchange (ITE). For the
years ended December 31, 1998 and 1997, cash paid for related party insurance
prem uns and deducti bl es amobunted to $751, 123 and $770, 704, respectively.

The I ong term notes payable to Al FE at Decenber 31, 1997 was $221, 475
and $43, 256 at December 31, 1998. Long term notes payable to ITE was $113, 717
at Decenber 31, 1998, as disclosed in note 8  The anount due | TE at Decenber
31,1997 was conbined with and included in the anobunt due Al FE at Decenber 31
1997.

Rel ated party loans from AlP and Messrs. Kibler and Antonson and
Enterprise Truck Line, Inc. (a conmpany controlled by Messrs. Kibler and
Ant onson) have increased from $2, 349,304 at Decermber 31, 1997 to $2, 701, 042 at
Decenber 31, 1998.

5. LEASES

The Conpany | eases office space on a nonth-to-nonth basis for its
headquarters in Gary, Indiana for $ 2,200 per nonth fromthe Conpany's
Presi dent and anot her CGeneral Partner of AIP. No formal |ease agreenent with
t he Conpany existed at Decenber 31, 1998. The Conpany | eases office space in
M. Pleasant, South Carolina for $ 2,700 per nonth. The | ease agreenent
expires in July, 1999.

6. SHORT- TERM DEBT

Short-term debt at Decenber 31, 1998 and 1997 conpri ses:

December 31, Decenber 31

1998 1997
Line of credit $2, 446, 861 $3, 188, 581
Current portion of |ong-term debt 118, 145 54, 364
Not e on Kansas City Property 50, 000
Tot al $2, 565, 006 $3, 292, 945

Under its revolving line of credit agreenent the Conpany may borrow up to
a mexi mum of $3,300,000. Borrowings are limted to 80% of eligible accounts
recei vabl e and bear interest at the prinme rate (7.75% and 8.50% at Decenber
31, 1998 and 1997, respectively) plus 2.75% at both Decenber 31, 1998 and
1997. Advances under the line of credit agreenment are collateralized by the
Conpany's accounts receivable, property and other assets. At Decenber 31
1998, the outstanding borrowings were $2.5 million. The line of credit expires
in May 2002.

The line of credit is subject to termination upon various events of
21



default, including failure to renmit tinmely paynents of interest, fees and
princi pal, any adverse change in the business of the Conpany or the insecurity
of the | ender concerning the ability of the Conpany to repay its obligations
as and when due or failure to neet certain financial covenants. Financia
covenants include: mininmmnet worth requirenments, total debt service coverage
ratio, capital expenditure limtations, restrictions on conpensation |evels of
key officers, and prohibition of additional indebtedness w thout prior
authorization. As of Decenber 31, 1998, the Conpany was in violation of the
total debt service coverage ratio.

8. LONG TERM DEBT
Long-term debt at Decenber 31, 1998 and 1997 conpri ses:
1998 1997

Not e payabl e to August |nvestnent

Partnership interest at prime + .75%

interest only paynents required, principa

bal ance due January 2000 $ 250,000 $ 250,000

Mort gage note payable to Antonson/Ki bl er

collateralized by land, interest at

prime + .75% interest only paynents

required, principal balance due

July 2000 500, 000 500, 000

Mort gage note payable to ITE,

collateralized by land, interest at 9%

nont hly repaynments of $5,000, including

interest, remmining principal bal ance

due March, 2002 56, 428 120, 930

Not e payabl e collateralized by equi pnent
nmont hly paynments of $ 5679 interest at 7.8%
t hrough February, 2001 109, 392

Mort gage note payable to ITE interest at 9%
Mont hly repaynment of $2850 are to begin
on August 15, 1999 57,289 57,289

Mort gage note payable to AIFE interest at 9%
Monthly installments of $2150 are to begin
on August 15, 1999 43, 256 43, 256

Mort gage note payabl e to August I|nvestnent

Partnership, interest at prine + .75% interest

only paynents required, principal balance due

January, 2001 100, 000 100, 000

Not e payable to Antonson/Kibler interest at
prime + .75% interest only paynents required,
princi pal bal ance due January, 2001 1,851,042 1, 499, 304

Tot al debt 2,967, 407 2,570,779



Less current portion 118, 145 54, 364

Total |ong-term debt $ 2,849, 262 $2, 516, 415

Schedul ed maturities of the |ong-term debt at Decenber 31, 1998 are due as
foll ows:

1999 $ 118, 145
2000 2,248,717
2001 0
2002 100, 545
2003 500, 000
Beyond

$2, 967, 407
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

9. STOCK OPTI ONS

During 1998, options which were i medi ately exerci sable to purchase
80, 000 shares of common stock at $0.25 per share were granted to an
unaffiliated investor. These options expire at Decenmber 31, 1999. These
options were outstandi ng, and exerci sable at Decenber 31, 1998.

10. I NCOVE TAXES

Deferred incone taxes reflect the net tax effects of tenporary
di fferences between the carrying anounts of assets and liabilities for
financial reporting purposes and incone tax purposes. A valuation allowance
for the net deferred tax asset has been recognized due to the uncertainty of
realizing the benefit of the loss carry forwards and future deductible
tenmporary differences. The conmponents of deferred tax assets as of Decenber
31, 1998 and 1997 are as foll ows:

1998 1997
Deferred tax assets:
Account s recei vabl e and ot her $ 32,401 $ 66, 401
Esti mated fuel and ot her taxes 47, 155 47, 155
| nsurance and cl ai s 68, 390 68, 390
Litigation reserves 17,170 17,170
Land val uati on al |l owance 48, 058 48, 058
Net operating |loss carry forwards 19, 937, 987 19, 962, 684
Total deferred tax assets 20, 151, 161 20, 209, 858
Less val uation al |l owance (20, 151, 161) (20, 209, 858)
Total net deferred tax asset $ --- $ ---

The Conpany has net operating |loss carry forwards of approximately $59
mllion and $59 million at Decermber 31, 1998 and 1997, respectively. These
carry-forwards are available to offset taxable incone in future years and will
expire in the years 2003 through 2008.

11. COWM TMENTS AND CONTI NGENCI ES

Over the past few years, the Conpany has had a significant nunber of
lawsuits instituted or threatened against it as a result of its poor financia
condition and its inability to neet certain financial obligations. For the
nost part, these resulting suits have been settled through cash paynents of a
reduced anount or through the institution of paynent plans. The undi sputed
clains that have not been settled are reflected as liabilities in the
Conmpany's financial statements and are included in accrued expenses in the
acconpanyi ng consol i dated bal ance sheets. The Conpany’s significant
litigation activity that is currently pending includes the follow ng:
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McCorm ck v. Trail blazer. M. MCormck, the owner of C A Wite
Trucki ng Conpany ("White"), filed an action on October 1, 1993, alleging that
Trail bl azer(fornmerly a subsidiary of Keystone Lines, Inc.) failed to nake
requi red paynents un,der an enpl oynent contract. Trailblazer did not make the
paynments as a result of a dispute related to undisclosed |iens on assets
purchased from Wite. The Conpany has lost this suit, however, Trailblazer
was closed in 1994 and has no funds to pay the judgnment. The judgnment was for
approxi mately $59,000. The suit has since been brought against US 1. The
suit has been dism ssed from Federal Court during the second quarter of 1997.
However, MCorm ck has refiled the case in Texas State Court during the third
quarter of 1997.

Si npson V. Keystone Lines--M. Sinpson, an independent owner-operator
| eased to Keystone Lines, is clainmng an anount in excess of $25,000 for
injuries he sustained to his back while working for the Conpany. The Conpany
is vigorously defending against this claimon the basis that M. Sinpson was
not an enployee and is not entitled to a workers conpensation claim The
conpany has contingent insurance coverage in the event a judgenment is entered
agai nst the conpany.

Cam Regi onal Transport, Inc., MIller, Pry v. Trailblazer, Transcon
I ncorporated. The owners of Cam Regional Transport, Inc., filed an action in
1994, alleging that Trail blazer failed to make required paynents under an
enpl oynent contract and purchase agreenent all egi ng damages of $293, 000.
Trail bl azer ceased to nmake the paynments as a result of a dispute related to
their enploynent and inability to obtain title to the assets purchased. The
Conpany is vigorously defending the action

The Conpany believes it has adequately provided for the above cl ains,
however, additional liability is possible and the ultimate disposition of
these clainms may have a material adverse effect to the Conpany’s results of
operations, cash flows and financial position.

The Conpany carries insurance for public liability and property damage,
and cargo | oss and damage through various prograns. The Conmpany's insurance
liabilities are based upon the best information currently available and are
subject to revision in future periods as additional information becones
avai |l abl e. Managenent believes it has adequately provided for insurance
cl ai nms.
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US 1 INDUSTRIES, | NC. AND SUBSI DI ARI ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

12.  ENVI RONMENTAL MATTERS

The Conpany owns a property in Phoeni x where soil contam nation probl ens
exi st. The Conpany has been working with regulatory officials to elimnate
new contam nati on sources and determine the extent of existing problens.
Estimates of the cost to conplete the required renedi ati on of approxi mately
$141, 347 are considered in the | and valuation allowance at Decenber 31, 1998
and 1997.

Item 8. Changes in and Di sagreenents with I ndependent Auditors' on Accounting
and Fi nanci al Discl osure.

During 1998 BDO Si edrman repl aced Coopers Lybrand as the conpany's
auditors. There is no disagreenents with either firm on accounting or
financi al disclosure.

PART 111
Item 9. Directors and Executive O ficers of the Registrant.

In response to the information called for by Item 401 of Regulation S-K
with respect to directors of the Conpany, the material set forth under
"ELECTI ON OF DI RECTORS -- Nomi nees for Board of Directors" in the Conpany's
proxy statenent for the annual neeting of shareholders, which will be filed
with the Securities and Exchange Conm ssion pursuant to Regul ation 14A, is
i ncorporated herein by reference.

In response to the information called for by Item 401 of Regulation Item
401 of Regulation S-K with respect to executive officers of the Conpany, the
mat erial set forth under "Executive Officers of the Registrant" in Part | of
this Form 10-K Annual Report for the year ended Decenber 31, 1998, is
i ncorporated herein by reference.

Item 10. Executive Conpensation

In response to the information called for by Item 402 of Regulation S-K
with respect to directors of the Conmpany, the information under "COVPENSATI ON
OF DI RECTORS" in the Conmpany's proxy statenment for the annual neeting of
shar ehol ders, which will be filed with the Securities and Exchange Commi ssi on
pursuant to Regulation 14A, is incorporated herein by reference.

In response to the information called for by Item 402 of Regulation S-K
with respect to executive officers of the Conpany, the information under
"EXECUTI VE COVMPENSATI ON' (exclusive of the "Report of Conpensation Committee"
and the "Performance Graph") in the Conmpany's proxy statement for the annua
nmeeti ng of shareholders, which will be filed with the Securities and Exchange
Commi ssi on pursuant to Regulation 14A, is incorporated herein by reference.

Item 11. Security Omership of Certain Beneficial Owmers and Managenent.
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In response to the information called for by Item 403 of Regul ation S-K
the informati on under "SECURI TY OAMERSHI P OF MANAGEMENT AND CERTAI N BENEFI Cl AL
OMERS" in the Conmpany's proxy statenment for the annual neeting of
shar ehol ders, which will be filed with the Securities and Exchange Comni ssi on
pursuant to Regul ation 14A, is incorporated herein by reference.
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Item 12. Certain Rel ationships and Rel ated Transacti ons.

In response to the information called for by Item 404 of Regulation S-K
the informati on under " CERTAI N BUSI NESS RELATI ONSHI PS" i n the Conpany's proxy
statement for the annual neeting of sharehol ders, which will be filed with the
Securities and Exchange Conmi ssion pursuant to Regul ation 14A, is incorporated
herein by reference.

PART |V
Item 13. Exhibits, Financial Statenment Schedul es, and Reports on Form 8-K

(a)(1) List of Financial Statenents

The following is a list of financial statements filed herewth:

Page Nunber

Report of | ndependent Accountants 11
Consol i dat ed Bal ance Sheets as of Decenber 31, 1998 and 1997 12
Consol idated Statenents of Operations for the years ended 14
Decenmber 31, 1998 and 1997

Consol i dated Statenents of Sharehol ders' Equity (Deficiency) 15
for the years ended Decenber 31, 1998 and 1997

Consol i dated Statements of Cash Fl ows 16
for the years ended Decenber 31, 1998 and 1997

Notes to Consolidated Financial Statenents 17

(a)(2) Li st of Financial Statenent Schedul es
Schedul es are not included because of the absence of the conditions under

which they are required or because the required information is included in the
consol idated financial statenents or notes thereto.
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(a)(3)

Li st of Exhibits

The foll owi ng exhibits, nunbered in accordance with Item 601 of
Regul ation S-K, are filed as part of this report:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

3.1 Articles of Incorporation of the Conpany.
(incorporated herein by reference to the Conpany's Proxy Statenent
of Novenber 9, 1993).

3.2 By-Laws of the Conpany.
(i ncorporated herein by reference to the Conpany's Annual Report
on Form 10-K for the year ended Decenber 31, 1994).

10.1 Loan and Security Agreenment with FI NOVA and Keystone Lines and
L.R S. Transportation, Inc.

10.2 Loan agreenents with August Investnent Partnership and US 1
I ndustries.

10.3 Loan agreenents with M chael Kibler/Harold Antonson and US 1
I ndustries.

10.4 Loan agreenents with AIFE/ITE and US 1 |ndustries.

10.5 First Anendnent of Loan and Security Agreenent with FI NOVA and
Keystone Lines and L.R S. Transportation, Inc.

10.6 Second Amendrent of Loan and Security Agreenment with FlI NOVA and
Keystone Lines and L.R S. Transportation, Inc.

10.7 Mortgage and Loan agreements with M chael Kibler/Harold Antonson
and US 1 Industries, Inc.

21.1 Subsidiaries of Registrant

23.1 Consent of Coopers & Lybrand LLP

(b) Reports on Form 8-K

NONE

29



SI GNATURES

Pursuant to the requirenents of Sections 13 and 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned there unto duly authorized.

US 1 I NDUSTRI ES, | NC.

Dat e: By:
M chael E. Kibler
Presi dent & Chief Executive Oficer
(Principal Executive Oficer)
Dat e: By:
Ri chard Court ney
Vice President & Secretary
Dat e: By:

Har ol d Ant onson
Chi ef Financial Oficer

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report has been signed bel ow by the foll owi ng persons on behalf of the
registrant and in the capacities and on the dates indicated.

Dat e:

Ri chard Courtney, Director
Dat e:

M chael E. Kibler, Director
Dat e:

Robert |. Scissors, Director
Dat e:

Lex L. Vendetti, Director
Dat e:

Steve Green, Director



