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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
PATRIOT TRANSPORTATION HOLDING, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

See accompanying notes.

(Unaudited)
June 30, September 30,
2006 2005
Assets
Current assets:
Cash and cash equivalents S 658 2,966
Accounts receivable (including related party of
$616 and $288 and net of allowance for doubtful
accounts of $375 and $525, respectively) 10,851 11,731
Inventory of parts and supplies 755 799
Prepaid tires on equipment 2,107 1,959
Prepaid taxes and licenses 242 1,291
Prepaid insurance 1,230 259
Prepaid expenses, other 1,039 564
Total current assets 16,882 19,569
Property, plant and equipment, at cost 271,292 246,725
Less accumulated depreciation and depletion (85,295) (81,789)
Net property, plant and equipment 185,997 164,936
Real estate held for investment, at cost 1,093 1,093
Goodwill 1,087 1,087
Unrealized rents 2,052 1,608
Other assets 5,396 5,422
Total assets $212,507 193,715
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable S 5,341 5,674
Federal and state income taxes payable 2,005 642
Accrued payroll 3,991 3,247
Accrued insurance reserves 4,753 3,774
Accrued liabilities, other 358 452
Long-term debt due within one year 2,517 2,432
Total current liabilities 18,965 16,221
Long-term debt 57,192 48,468
Deferred income taxes 14,080 14,394
Accrued insurance reserves 4,993 4,993
Other liabilities 2,046 1,738
Commitments and contingencies (Note 10)
Shareholders' equity:
Preferred stock, no par value;
5,000,000 shares authorized; none issued - -
Common stock, $.10 par value;
25,000,000 shares authorized,
3,011,789 and 2,965,075 shares issued
and outstanding, respectively 301 297
Capital in excess of par value 28,979 27,100
Retained earnings 85,951 80,504
Total shareholders' equity 115,231 107,901
Total liabilities and shareholders’ equity $212,507 193,715



PATRIOT TRANSPORTATION HOLDING, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(In thousands except per share amounts)

(Unaudited)
THREE MONTHS NINE MONTHS
ENDED JUNE 30, ENDED JUNE 30,
2006 2005 2006 2005
(restated) (restated)
Revenues:
Transportation S 32,435 28,638 93,080 83,169
Real estate 5,176 4,468 15,515 13,415
Total revenues (including revenue
from related parties of $2,257,
$1,784, $6,104 and $4,981,
respectively) 37,611 33,106 108,595 96,584
Cost of operations:
Transportation 28,114 24,396 80,472 72,288
Real estate 2,157 1,858 7,164 5,768
Total cost of operations 30,271 26,254 87,636 78,056
Gross profit:
Transportation 4,321 4,242 12,608 10,881
Real estate 3,019 2,610 8,351 7,647
Total gross profit 7,340 6,852 20,959 18,528
Selling, general and administrative
expense (including expenses paid
to a related party of $48, $39,
$143 and $127, respectively) 3,286 2,561 9,209 7,290
Operating profit 4,054 4,291 11,750 11,238
Interest income and other 28 2 125 17
Interest expense (1,0306) (785) (3,018) (2,410)
Income before income taxes 3,046 3,508 8,857 8,845
Provision for income taxes (1,202) (1,368) (3,410) (3,448)
Net income S 1,844 2,140 5,447 5,397
Earnings per common share:
Basic S .62 .72 1.83 1.83
Diluted S .59 .70 1.77 1.78
Number of shares (in thousands)
used in computing:
-basic earnings per common share 2,985 2,958 2,974 2,940
-diluted earnings per common share 3,105 3,040 3,085 3,026

See accompanying notes.



PATRIOT TRANSPORTATION HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
NINE MONTHS ENDED JUNE 30, 2006 AND 2005

(In thousands)
(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation, depletion and amortization
Deferred income taxes
Gain on sale of equipment
Tax benefit from stock option exercise
Stock-based compensation
Net changes in operating assets and liabilities:
Accounts receivable
Inventory of parts and supplies
Prepaid expenses and other current assets
Other assets
Accounts payable and accrued liabilities
Income taxes payable
Long-term insurance reserves and other long-term
liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of transportation group property and equipment
Purchase of real estate group property and equipment
Cash held in escrow
Proceeds from sale of real estate held for investment
and property and equipment

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of long-term debt

Net increase (decrease)in revolving debt

Repayment of long-term debt

Excess tax benefits from exercise of stock options
Proceeds from exercised stock options

Net cash provided by financing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of the period

See accompanying notes.

2006 2005
(restated)
$ 5,447 5,397
9,995 9,331
(845) (2,870)
(917) (584)
- 283
778 -
880 954
44 (74)
(14) (85)
(831) (941)
1,296 1,608
1,363 (5,559)
308 119
17,504 7,579
(13,815) ( 9,031)
(17,194) (16,405)
- 16,553
1,283 1,155
(29,720) (7,728)
2,084 5,745
8,420 (3,201)
(1,695) (1,345)
406 -
699 808
9,914 2,007
(2,308) 1,858
2,966 199
S 658 2,057




PATRIOT TRANSPORTATION HOLDING, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2006
(Unaudited)

(1) Basis of Presentation. The acconpanying consolidated financi al
statenents include the accounts of Patriot Transportation Holding, Inc.
and its subsidiaries (the “Conpany”). These statenents have been
prepared in accordance with accounting principles generally accepted in
the United States of America for interimfinancial information and the
instructions to Form 10-Q and do not include all the information and
footnotes required by accounting principles generally accepted in the
United States of Anmerica for conplete financial statenents. In the
opi ni on of managenent, all adjustnents (primarily consisting of nornal
recurring accruals) considered necessary for a fair statement of the
results for the interimperiods have been included. Operating results
for the nine nonths ended June 30, 2006 are not necessarily indicative
of the results that nmay be expected for the fiscal year endi ng Septenber
30, 2006. The acconpanyi ng consolidated financial statenents and the
information included under the heading "Managenent's D scussion and
Anal ysis of Financial Condition and Results of Operations" should be
read in conjunction with the Conpany's consolidated financial statenents
and related notes included in the Conpany’s Form 10-K for the year ended
Sept enber 30, 2005.

(2) Restatement of Prior Financial Information. The Conpany restated
its consolidated balance sheet as of Septenber 30, 2004 and its
consol i dated statenent of shareholders’ equity for the year then ended.
The Conmpany also restated its consolidated statements of incone,
sharehol ders’ equity and cash flows for the year ended Septenber 30,
2003. In addition, the Conpany restated its quarterly results of
operations for fiscal 2005. The restatenent corrects our historica

accounting for recognizing rental revenue for schedul ed rate increases
on operating |leases. For information with respect to the restatenent,

see Note 2 to the consolidated financial statenents contained in the
Conmpany’ s Annual Report on 10-K for fiscal 2005. Throughout this Form
10-Q all referenced anounts for affected prior periods and prior period
conparisons reflect the bal ances and anounts on a restated basis. As a
result of this restatenent, the Conpany’s financial results have been
adjusted as follows (in thousands, except per share data):

Three Months Ended June 30, 2005
As Previously

Reported Adjustments As Restated
Total revenues $ 33, 061 45 33,106
Gross profit 6, 807 45 6, 852
Operating profit 4,246 45 4,291
| ncone before tax 3,463 45 3,508
Provision for income taxes 1,351 17 1, 368



Net income 2,112 28 2,140

Earnings per common share:
Basic $ .71 .01 .72
Diluted $ . 69 .01 .70

Nine Months Ended June 30, 2005
As Previously

Reported Adjustments As Restated
Tot al revenues $ 96, 449 135 96, 584
Gross profit 18, 393 135 18, 528
Operating profit 11,103 135 11, 238
| ncone before tax 8,710 135 8, 845
Provision for income taxes 3,397 51 3,448
Net income 5,313 84 5,397
FEarnings per common share:
Basic $ 1.80 .03 1.83
Diluted $ 1.76 .02 1.78

Cash flows from

operating activities:
Net income $ 5, 313 84 5, 397
Deferred income taxes (2,921) 51 (2,870)
Net changes in operating

assets and liabilities:

Other assets (806) (135) (941)
Net cash provided by
operating activities 7,579 - 7,579

(3) Recent Accounting Pronouncements. In July 2006, the FASB issued
FASB Interpretation No. 48 (FIN 48) “Accounting for Uncertainty in
| nconme Taxes” which prescribes a recognition threshold and

measur enent process for recording in the financial statenents
uncertain tax positions taken or expected to be taken in a tax
return. Additionally, FIN 48 provides gui dance on derecognition,
classification, accounting in interimperiods and discl osure

requi renents for uncertain tax positions. The accounting provisions
of FIN 48 will be effective for the Conpany begi nning Cctober 1,
2007. The Conpany is in the process of determning the effect, if
any, the adoption of FIN 48 will have on its financial statenents.

In March 2005, the FASB issued FASB Interpretation No. 47, “Accounting
for Conditional Asset Retirement Obligations” (FIN 47), which clarifies
that the term*“conditional asset retirenment obligation” as used in FASB
Statenent No. 143, “Accounting for Asset Retirenent (bligations”, refers
to a legal obligation to performan asset retirenent activity in which
the timng and/or nethod of settlenent are conditional on a future event
that may or may not be within the control of the entity. An entity is
required to recognize a liability for the fair value of a conditiona
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asset retirenment obligation if the fair value of the liability can be
reasonably estimated. FIN 47 is effective for the Conpany no |later than
the end of fiscal 2006. The inpact of this new pronouncenent is not
expected to be material to the Conpany’ s financial statenents.

(4) Accrued Vacation Liability. The Conpany recorded a liability of
$1,055,000 in the third quarter of 2006 to reflect the Conpany’s
obligation for vacation pay. Under generally accepted accounting
princi ples, conpensated absences nust be accrued for both hourly and
sal ari ed enpl oyees. Under FAS No. 43 “Accounting for Conpensated
Absences,” the accrual nust consist of the vested liability as well as
the portion of the unvested liability that is deemed to be earned. In
prior years, the Conpany did not accrue for this liability but mde a
determ nation that the accrual was not naterial to the Conpany’s
financial statenents. The Conpany expensed paynments of vacation pay to
hourly and sal ari ed enpl oyees when paid. The Conpany’s policy does not
permt vacation to be rolled over from year to year for salaried
enpl oyees but permts hourly enployees to rollover a maxi mum of five
days. The Conpany’s payroll systens do not pernt the Conpany to
determ ne accrued vacation liability as of the end of prior fiscal
peri ods; accordingly, the Conpany has determned that the accrued
liability should be recorded in the third quarter of 2006. The inpact on
t he bal ance sheet of recording this liability was to increase payrol
liability by $1, 055,000, to increase the current portion of deferred tax
benefits by $406,000 and to reduce shareholder’s equity by $649, 000.
These entries did not affect net cash provided by operations. The
effect of these entries on the inconme statenent is shown in the table
bel ow:

| ncr ease/ (Decr ease)

Cost of operations:

Transportation S 712

Real estate 82
Total cost of operations 794
Selling, general and administrative expense 261
Income before income taxes (1,055)
Provision for income taxes (4006)
Net income S (649)
Earnings per common share:

Basic S ( .22)

Diluted S (.21)

(5) Business Segments. The Conpany has identified two business segnents,
each of which is managed separately al ong product |ines. The Conpany’s
operations are substantially in the Southeastern and Md-Atlantic
st at es.

The transportation segnent hauls liquid and dry bulk comodities and
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construction materials by notor carrier. The real estate segnent owns
real estate of which a substantial portion is under mning royalty
agreenments or | eased. The real estate segnment al so holds certain other
real estate for investnent and develops comercial and industrial
properties.

Operating results and certain other financial data for the Conpany’s
busi ness segnents are as follows (in thousands):

Three Months ended Nine Months ended
June 30, June 30,
2006 2005 2006 2005
(restated) (restated)
Revenues:
Transportation S 32,435 28,638 93,080 83,169
Real estate 5,176 4,468 15,515 13,415
$ 37,611 33,106 108,595 96,584
Operating profit
Transportation S 2,097 2,059 5,988 4,872
Real estate 3,019 2,610 8,351 7,646
Corporate expenses (1,062) (378) (2,589) (1,280)
$ 4,054 4,291 11,750 11,238
Identifiable assets June 30, September 30,
2006 2005
Transportation S 53,770 47,435
Real estate 155,832 141,646
Cash items 658 2,966
Unallocated corporate assets 2,247 1,668
$212,507 193,715

(6) Long-Term debt. Long-term debt is summarized as follows (in

t housands) :
June 30, September 30,

2006 2005
Revolving credit (uncollateralized) S 8,420 -
Construction loan - 9,716
5.7% to 9.5% mortgage notes

due in installments through 2021 51,289 41,184
59,709 50,900

Less portion due within one year 2,517 2,432
$ 57,192 48, 468

The Conpany has a $37, 000, 000 uncol | ateri zed Revol ving Credit Agreenent
(the Revolver) wth four banks which is scheduled to termnate on
Decenber 31, 2009. The Revolver currently bears interest at a rate of
1.25% over the selected LIBOR and may change quarterly based on the
Conmpany’s ratio of Consolidated Total Debt to Consolidated Tota
Capital, as defined. A commtnent fee of 0.20% per annum is payable
quarterly on the unused portion of the commtnent. The commtnent fee
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may al so change quarterly based upon the ratio described above. The
Revol ver contains restrictive covenants including limtations on payi ng
cash di vi dends.

(7) Related Party Transactions. The Conpany, through its transportation
subsi diaries, hauls commodities by tank and flatbed trucks for Florida
Rock Industries, Inc. (FRI). Charges for these services are based on
prevailing market prices. The real estate subsidiaries |ease certain
construction aggregates mning and other properties to FRI. The Conpany
al so outsources certain admnistrative functions to FRI

For information regarding a joint venture with FRI, see Note 12, Recent
Devel opnent s.

(8) Earnings per common share. The followi ng details the conputations of
the basic and diluted earnings per common share (In thousands, except
per share anmpunts).

THREE MONTHS NINE MONTHS
ENDED JUNE 30, ENDED JUNE 30,
2006 2005 2006 2005
(restated) (restated)
Weighted average common shares
outstanding during the
period - shares used for
basic earnings per share 2,985 2,958 2,974 2,946
Common shares issuable under
stock options which are
potentially dilutive 120 82 111 80
Common shares used for diluted
earnings per share 3,105 3,040 3,085 3,026
Net income S 1,844 2,140 5,447 5,397
FEarnings per common share
Basic S .62 .72 1.83 1.83
Diluted $ .59 .70 1.77 1.78

For the nine nonths ended June 30, 2006, all outstanding stock options
were included in the calculation of diluted earnings per common share
because the sum of the hypothetical anmount of future proceeds fromthe
exerci se price, unrecorded conpensation, and tax benefits to be credited
to capital in excess of par for all grants of stock options were |ower
than the average price of the commobn shares, and therefore were
dilutive. For the nine nonths ended June 30, 2006, all outstanding
restricted shares were included in the calculation of diluted earnings
per common share because the unrecorded conpensation and tax benefits to
be credited to capital in excess of par for all awards of restricted
stock were |ower than the average price of the commobn shares, and
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therefore were dilutive. For the nine nonths ended June 30, 2005, all
out standi ng stock options were included in the calculation of diluted
earni ngs per conmmon share because the exercise prices of the stock
options were |ower than the average price of the commobn shares, and
therefore were dilutive.

(9) Stock-Based Compensation Plan. Effective October 1, 2005, the
Company adopted SFAS 123R “Share-Based Payment” for its stock-based
employee compensation plans. Under SFAS 123R, compensation expense must
be measured and recognized for all share-based payments at the grant
date based on the fair value of the award and such costs must be
included in the statement of operations over the requisite service
period. Prior to October 1, 2005 the company followed APB Opinion No.
25, “Accounting for Stock Issued to Employees”.

The Company has elected the modified prospective application transition
method whereby the provisions of the statement will apply going forward
only from the date of adoption to new share based payments, and for the
portion of any previously issued and outstanding stock option awards for
which the requisite service is rendered after the date of adoption. The
Company did not restate prior years for pro forma expense amounts. In
addition, compensation expense must be recognized for any awards
modified, repurchased or cancelled after the date of adoption. The
straight-1line attribution model is used to measure compensation expense.

Prior to February 2006, the Company had two Stock Option Plans (the 1995
Stock Option Plan and the 2000 Stock Option Plan) under which options
for shares of common stock were granted to directors, officers and key

employees. The options awarded under the two plans have similar
characteristics. All stock options are non-qualified and expire ten
years from the date of grant. Options awarded to directors are

exercisable immediately and options awarded to officers and employees
become exercisable in cumulative installments of 20% at the end of each
year following the date of grant. When stock options are exercised the
Company issues new shares after receipt of exercise proceeds and taxes
due, 1f any, from the grantee.

In February, 2006 the Shareholders approved the 2006 Stock Incentive
Plan which replaced the 2000 Stock Option Plan. The 2006 plan permits
the grant of stock options, stock appreciation rights, restricted stock
awards, restricted stock units, or stock awards. In February, 2006
15,960 shares of restricted stock were granted subject to forfeiture
restrictions, tied to continued employment, that lapse 25% annually
beginning on January 1, 2007. The number of common shares authorized
for future issuance was 279,540 at June 30, 2006.

The Company utilized the Black-Scholes valuation model for estimating
fair value of stock compensation for options awarded to officers and
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employees 1in prior periods. Fach grant was evaluated based upon
assumptions at the time of grant. The assumptions were no dividend
yield, expected volatility between 41% and 53%, risk-free interest rate
of 3.2% to 4.9% and expected life of 6.2 to 7.0 years.

The dividend yield of zero is based on the fact that the Company does
not pay cash dividends and has no present intention to pay cash
dividends. Expected volatility is estimated based on the Company’s
historical experience over a period equivalent to the expected life in
years. The risk-free interest rate is based on the U.S. Treasury
constant maturity interest rate with a term consistent with the expected
life of the options granted. The expected life calculation is based on
the observed and expected time to exercise options by the employees.

Under provisions of SFAS 123R, the Company recorded $192,000 of stock
compensation expense in its consolidated statement of income for the
three months ended June 30, 2006. This consisted of $133,000 for stock
options issued in prior years, and $59,000 for restricted stock awards.
Stock compensation expense was $118,000 net of deferred income tax
benefits. This represents $.04 per common share for both basic and
diluted earnings per common share. For the nine months ended June 30,
2006, the Company recorded $778,000 of stock compensation expense in its
consolidated statement of income. This consisted of $286,000 for an
annual stock award to non-employee directors, $394,000 for stock options
issued in prior years, and $98,000 for restricted stock awards. Stock
compensation expense was $478,000 net of deferred income tax benefits.
This represents $.16 per common share for both basic and diluted
earnings per common share.

SFAS 123R also amends FASB Statement No. 95, Statement of Cash Flows, to
require that the benefits associated with the tax deduction in excess of
recognized compensation cost be reported as financing cash flows, rather
than as a reduction of taxes paid. This requirement will reduce net
operating cash flows and increase net financing cash flows in periods
after the effective date. Financing cash flows for the nine months
ended June 30, 2006 included $406,000 of excess tax benefits from the
exercise of stock options.

A summary of changes 1in outstanding options is presented below (in
thousands, except per share amounts) :

Weighted Weighted Weighted

Number Average Average Average
of Exercise Remaining Grant Date
Options Shares Price Term (yrs) Fair Value
Outstanding at
October 1, 2005 337,900 $30.72 7.8
Granted 0 $ 0 $ 0
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Exercised 26,454 $26.41 S 359

Forfeited 6,700 $33.66
Outstanding at

June 30, 2006 304,746 $31.03 7.1 S 4,760
Exerciseable at

June 30, 2006 201,546 $29.19 6.8 $ 3,086

Vested during
Nine months ended
June 30, 2006 39,000 S 572

The aggregate intrinsic value of exercisable in-the-money options was
$11,607,000 based on the market closing price of $86.78 on June 30, 2006
less exercise prices. The aggregate intrinsic value of all outstanding
options at June 30, 2006 was $16,990,000. Gains of $1,404,000 were
realized by option holders during the nine months ended June 30, 2006.
The realized tax benefit from options exercised for the nine months
ended June 30, 2006 was $528,000. Total compensation cost of options
granted but not yet vested as of June 30, 2006 was $1,292,000, which is
expected to be recognized over a weighted-average period of 2.5 years.

A summary of changes in restricted stock awards is presented below (in
thousands, except per share amounts):

Weighted Weighted Weighted

Number Average Average Average
of Grant Remaining Grant Date
Restricted Stock Shares Price Term (yrs) Fair Value
Outstanding at
October 1, 2005 0
Granted 15,960 $63.64 $ 1,016
Vested 0 $ 0
Forfeited 200 $63.54
Outstanding at
June 30, 2006 15,760 $63.64 3.5 $ 1,003

Total compensation cost of restricted stock granted but not yet vested
as of June 30, 2006 was $765,000 which is expected to be recognized over
a weighted-average period of 3.2 years.

SFAS 123R requires the presentation of pro forma information for the
comparative periods prior to its adoption as 1f all employee stock
options had been accounted for under the fair wvalue method of the
original SFAS 123, “Accounting for Stock-Based Compensation.” The
following table illustrates the effect on net income and earnings per
common share 1if SFAS 123 had been applied to stock-based employee
compensation to the prior-year periods (in thousands, except per share
amounts) :
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Three months ended Nine months ended
June 30, 2005 June 30, 2005
(restated) (restated)

Net income
As reported $2,140 $5,397
Deduct: Total stock-based

employee compensation expense

determined under fair value

based method, net of tax effects
Pro forma $
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Basic earnings per common share
As reported s .72 $ 1.83
Pro forma S .66 $ 1.01
Diluted earnings per common share
As reported
Pro forma
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(10) Contingent liabilities. Certain of the Conpany’s subsidiaries are
involved in litigation on a nunber of matters and are subject to certain
claims which arise in the normal course of business. The Conpany has
retained certain self-insurance risks with respect to |losses for third
party liability and property damage. In the opinion of nmanagenent none
of these matters are expected to have a material adverse effect on the
Conmpany’ s consolidated financial condition, results of operations or
cash fl ows.

(11) Customer Concentration. During the first nine nonths of fisca
2006, the transportation segnent’s ten | argest custoners accounted for
approximately 47.1% of the transportation segnent’s revenue. One of
t hese custonmers accounted for 11.5% of the transportation segnent’s
revenue. The | oss of any one of these custoners could have a materi al
adverse effect on the Conpany’ s revenues and i ncone.

(12) Recent devel opnents. On August 2, 2006, the Conpany’ s i ndependent
directors approved a 50-50 real estate joint venture between a
subsidiary of the Conmpany (FRP) and Florida Rock Industries, Inc. (FRI)
to devel op approxinmately 4,300 acres of |and near Brooksville, Florida.

Under the ternms of the joint venture, FRP wll contribute its fee
interest in 3,443 acres that it currently leases to FRI under a |ong-
term m ning |ease. FRP also will reinburse FRI for one-half of the

acqui sition costs (approximately $3 million) of a 288 acre contiguous
parcel recently acquired by FRI froma third party. The 288 acre parce
will be contributed to the Joint Venture.

FRI will contribute 553 acres that it owms as well as its |easehold
interest in the 3,443 acres that it |leases fromFRP. The joint venture
will be jointly controlled by FRI and FRP, and they will each have a
mandatory obligation to fund additional capital contributions of up to

12



$2 mllion. Distributions will also be nade on a 50-50 basi s.

The property does not yet have the necessary entitlenments for real
estate devel opnent. Approval to develop real property in Florida
entails an extensive entitlenents process involving nultiple and
overlapping regulatory jurisdictions and the outcone is inherently
uncertain. The Conpany currently expects that the entitlenment process
may take several years to conplete.

In connection with the Joint Venture, the independent directors of the
Conpany al so approved certain extensions of |ease agreenents between FRP
and FRI on FRI’'s corporate headquarters in Jacksonville, Florida, the
Astatula and Marion Sand mning properties, also in Florida. The
Conmpany and FRI also agreed that a 2,500 acre tract of the Gandin
m ning property, in Florida, due to be released will remain subject to
the | ease and available for future m ning.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The Conpany’s operations are influenced by a nunber of external and
internal factors. External factors include |evels of economc and
industrial activity in the United States and the Southeast, driver
availability and cost, regulations regarding driver qualifications and
hours of service, petroleum product usage in the Southeast which is
driven in part by tourism and commercial aviation, fuel costs,
construction activity, FRI’s sales fromthe Conpany’ s mning properties,
interest rates, market conditions and attendant prices for casualty
i nsur ance, demand for commer ci al war ehouse space in t he
Bal ti nor e/ Vashi ngton area, and ability to obtain zoning and entitlenents
necessary for property devel opnent. Internal factors include revenue
m x, capacity utilization, auto and workers’ conpensation accident
frequenci es and severity, other operating factors, admnistrative costs,
group health clains experience, and construction costs of new projects.

During the first nine nonths of fiscal 2006, the transportation
segnent’s ten | argest custonmers accounted for approxi mately 47.1% of the
transportation segnent’s revenue. One of those custoners accounted for
11.5% of transportation segnent’s revenues. The [ oss of any one of
t hese custoners could have a material adverse effect on the Conpany’s
revenues and i ncone.

Financial results of the Conpany for any individual quarter are not
necessarily indicative of results to be expected for the year.

Restatenment of Prior Financial Information - The Company restated its
consolidated balance sheet as of September 30, 2004 and its
consolidated statement of shareholders’ equity for the year then
ended. The Company also restated its consolidated statements of
income, shareholders’ equity and cash flows for the year ended
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September 30, 2003. In addition, the Company restated its quarterly
results of operations for fiscal 2005. The restatement corrects our
historical accounting for recognizing rental revenue for scheduled
rate increases on operating leases. For information with respect to
the restatement, see Note 2 to the consolidated financial statements
contained in the Company’s Annual Report on 10-K for fiscal 2005.
Throughout this Form 10Q, all referenced amounts for affected prior
periods and prior period comparisons reflect the balances and amounts
on a restated basis.

Comparative Results of Operations for the Three Months Ended June 30,
2006 and 2005

Consolidated Results. — Net incone for the third quarter of fiscal 2006
was $1, 844,000, a decrease of $296,000 or 13.8% conpared to $2, 140, 000
for the sane period | ast year. Diluted earnings per common share for the
third quarter of fiscal 2006 was $0.59 conpared to $0.70 in the third
quarter of fiscal 2005. Net incone for the third quarter of fiscal 2006
was adversely inpacted by $649,000 ($.21 per diluted comobn share) of
vacati on expense, net of income tax benefits, that was not previously
accrued.

Transportation
Three Months Ended June 30

(dollars in thousands) 2006 % 2005 %
Transportation revenue S 27,967 86% 25,823 90%
Fuel surcharges 4,468 14% 2,815 10%
Revenues 32,435 100% 28,638 100%
Compensation and benefits 12,637 39% 11,187 39%
Fuel expenses 7,257 22% 5,534 19%
Insurance and losses 2,602 % 2,633 9%
Depreciation expense 2,109 7% 1,979 7%
Other, net 3,509 11% 3,063 11%
Cost of operations 28,114 87% 24,396 85%
Gross profit S 4,321 13% 4,242 15%

Transportati on segnment revenues were $32,435,000 in the third quarter of
2006, an increase of $3,797,000 over the sanme quarter |ast year. Fuel
surcharges accounted for $1,653,000 of the increase, resulting from
hi gher diesel fuel costs during the quarter conpared to the sanme quarter
| ast year. Excluding fuel surcharges, revenue per mle increased 6.1%
reflecting better pricing for our services. Revenue mles in the current
gquarter were up 1.7% conpared to the third quarter of 2005 and were
hi ndered by | ow driver availability.

The Transportation segnent’s cost of operations in the third quarter of
2006 increased $3,718,000 to $28, 114,000, as conpared to $24, 396,000 in
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the same quarter last year. The primary factor for the increase was
hi gher di esel fuel costs. Average diesel fuel cost per gallon increased
28.7% in the third quarter of 2006 conpared to the sane quarter | ast
year. Conpensation and benefits were higher as a result of vacation
expense not previously accrued, the increased mles and higher driver

pay.

Real Estate

Three Months Ended June 30

(dollars in thousands) 2006 % 2005 %
(restated)
Royalties and rent s 1,753 34% 1,687 38%
Developed property rentals 3,423 66% 2,781 62%
Total Revenue 5,176 100% 4,468 100%
Mining and land rent expenses 351 7% 393 9%
Developed property expenses 1,806 35% 1,465 33%
Cost of Operations 2,157 42% 1,858 42%
Gross profit $ 3,019 58% 2,610 58%

Real Estate segnment revenues for the third quarter of fiscal 2006 were
$5, 176, 000, an increase of $708,000 or 15.8% over the sanme quarter |ast
year. Lease revenue from devel oped properties increased $642,000 or
23.1% due to an increase in occupied square feet resulting fromthe
conpletion of a pre-leased 145,180 square foot building in July 2005
along with higher rental rates on new |eases and higher average
occupancy. Royalties from mning operations increased $66,000 as a
result of increased royalties per ton.

Real estate segment expenses increased to $2,157,000 during the third
quarter of fiscal 2006 compared to $1,858,000 for the same quarter last
year. Expenses related to development activities increased as a result
of the new building addition and increased staffing to facilitate
continuing portfolio expansion.

Consolidated Results

Gross Profit - Consolidated gross profit was $7,340,000 in the third
quarter of fiscal 2006 conpared to $6,852,000 in the same period | ast
year, an increase of 7.1% Goss profit in the transportati on segnent
i ncreased $79,000 or 1.9% primarily due to inproved pricing, operating
efficiencies and increased mles partially offset by $712,000 of
vacati on expense not previously accrued as conpared to the sanme quarter
|ast year. Goss profit in the real estate segnent increased $409, 000
or 15.7% from the third quarter 2005, due to the increased revenues
partially offset by costs associated with increased square footage
| eased, increased staffing and $82,000 of vacation expense not
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previ ously accrued.

Selling, general and administrative expense - Selling, general and
adm ni strative expenses increased $725,000 over the sane quarter | ast
year. The increase included $192, 000 from stock conpensati on expense as
requi red by SFAS 123R (see Note 9 of Condensed Notes to Consoli dated
Financial Statenments), $179,000 of audit fees and Sarbanes-Oxley
conpl i ance work and $261, 000 of vacation expense not previously accrued.
S&EA expense was 8. 7% of revenue for the third quarter of fiscal 2006
conpared to 7. 7% for the sane period |ast year.

| nterest expense — Interest expense increased $251, 000 over the sane
quarter last year. This is due to higher debt levels in the real estate
segnent resulting from devel opnent of properties and the purchase of
| and for future devel opment conbined with higher interest rates on the
Conmpany’ s Revol ver.

Income taxes - Income tax expense decreased $166,000 over the same
quarter last year. This is due to lower earnings before taxes,
partially offset by a decrease in the effective tax rate to 38.5%
versus 39.0% for the same quarter last year.

Net income - Net incone for the third quarter of fiscal 2006 was
$1, 844,000, a decrease of $296,000 or 13.8% conpared to $2, 140, 000 for
the sane period |last year. Diluted earnings per common share for the
third quarter of fiscal 2006 was $0.59 conpared to $0.70 in the third
quarter of fiscal 2005. Net inconme for the third quarter of fiscal 2006
was adversely inpacted by $649,000 ($.21 per diluted comon share) of
vacati on expense, net of income tax benefits, that was not previously
accrued.

Conparative Results of Operations for the N ne Mnths Ended June 30,
2006 and 2005

Consol idated Results — Net inconme for the first nine nonths of fisca
2006 was $5, 447,000, an increase of $50,000 or .9% conpared to
$5, 397,000 for the sane period |last year. Diluted earnings per conmmon
share for the first nine nonths of fiscal 2006 was $1.77 conpared to
$1.78 for the sane period |ast year. Net inconme for the first nine
nont hs of fiscal 2006 includes $649, 000 ($.21 per diluted comrmon share)
of vacation expense, net of incone tax benefits, that was not previously
accrued.

Transportation

Nine Months Ended June 30
(dollars in thousands) 2006 % 2005 3
Transportation revenue S 80,587 87% 75,719 91%
Fuel surcharges 12,493 13% 7,450 9%
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Revenues 93,080 100% 83,169 100%

Compensation and benefits 35,643 38% 32,793 39%
Fuel expenses 19,936 21% 15,458 19%
Insurance and losses 8,751 % 9,150 11%
Depreciation expense 6,286 % 5,967 %
Other, net 9,856 11% 8,920 11%
Cost of operations 80,472 86% 72,288 87%
Gross profit $ 12,608 14% 10,881 13%

Transportation segnent revenues were $93,080,000 in the first nine
nont hs of 2006, an increase of $9,911,000 over the sane period |ast
year. Fuel surcharges accounted for $5,043,000 of the increase.
Excl udi ng fuel surcharges, revenue per mle increased 6.2% reflecting
better pricing for our services. Revenue mles in the first nine nonths
of 2006 were flat conpared to the first nine nonths of 2005 and were
hi ndered by | ow driver availability.

The Transportation segnent’s cost of operations in the first nine nonths
of 2006 increased $8, 184,000 to $80, 472,000, as conpared to $72, 288, 000
in the sane period |ast year. Hi gher diesel fuel costs accounted for
$4,478,000 of the increase. Average diesel fuel cost per gallon
increased 25.1%in the first nine nonths of 2006 conpared to the sane
period | ast year. Conpensation and benefits increased $2, 850,000 due to
hi gher driver pay necessary to attract and retain qualified drivers and
vacati on expense not previously accrued.

Real Estate

Nine Months Ended June 30

(dollars in thousands) 2006 % 2005 %
(restated)
Royalties and rent S 4,979 32% 4,570 34%
Developed property rentals 10,536 68% 8,845 66%
Total Revenue 15,515 100% 13,415 100%
Mining and land rent expenses 1,214 % 1,024 8%
Developed property expenses 5,950 38% 4,744 35%
Cost of Operations 7,164 16% 5,768 43%
Gross profit S 8,351 54% 7,647 57%

Real Estate segnment revenues for the first nine nonths of fiscal 2006
were $15,515,000, an increase of $2,100,000 or 15.7% over the same
period | ast year. Lease revenue from devel oped properties increased
$1, 690,000 or 19.1% due to a 13.5% increase in occupied square feet
resulting from the conpletion of a pre-leased 74,600 square foot
building in January 2005 and the conpletion of a pre-leased 145,180
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square foot building in July 2005 along with higher rental rates on new
| eases and hi gher average occupancy. Royalties from m ning operations
increased as a result of increased royalties per ton.

Real estate segment expenses increased $1,396,000 to $7,164,000 during
the first nine months of fiscal 2006, compared to $5,768,000 for the
same period last year. Expenses related to development activities
increased as a result of the new building additions, increased staffing
and professional fees to facilitate continuing portfolio expansion.

Consolidated Results

Gross Profit - Consolidated gross profit was $20,959,000 in the first
ni ne nonths of fiscal 2006 conpared to $18,528,000 in the sane period
| ast year, an increase of 13.1% Goss profit in the transportation
segrment increased $1, 727,000 or 15.9% primarily due to inproved pricing
partially offset by $712,000 of vacati on expense not previously accrued
as conpared to the sanme period last year. Goss profit in the rea
estate segnent increased $704,000 or 9.2% over the same period in 2005
due to the increased revenues partially offset by costs associated with
i ncreased square footage |eased, increased staffing and professional
fees and $82, 000 of vacation expense not previously accrued.

Selling, general and adm nistrative expense - Selling, general and
admi ni strative expenses increased $1,919, 000 over the sane period | ast
year. The increase included $778,000 from stock conpensation expense as
required by SFAS 123R (see Note 9 of Condensed Notes to Consolidated
Fi nanci al Statenents), $287,000 of increased conpensation and benefits
primarily due to additional support staff, $223,000 of audit fees and
Sar banes- Oxl ey conpliance work, $146, 000 of hi gher i ncentive
conpensation accrual related to managenent perfornmance objectives and
$261, 000 of vacation expense not previously accrued. SG&A expense was
8.5% of revenue for the first nine nonths of fiscal 2006 conpared to
7.5% for the same period | ast year.

| nt erest expense — Interest expense increased $608, 000 over the sane
period |ast year. This is due to higher debt levels in the real estate
segnent resulting from devel opnment of properties and purchase of |and
for future devel opnent conbined with higher interest rates on the
Conmpany’ s Revol ver.

| ncone taxes — Inconme tax expense decreased $38, 000 over the same period
| ast vyear. This is due to higher earnings before taxes, partially
of fset by a decrease in the effective tax rate to 38.5% versus 39. 0% f or
the sane period | ast year.

Net income - Net inconme for the first nine nonths of fiscal 2006 was

$5, 447,000, an increase of $50,000 or .9% conpared to $5, 397,000 for the

same period | ast year. Diluted earnings per conmon share for the first

nine nonths of fiscal 2006 was $1.77 conpared to $1.78 for the sane

period |last year. Net income for the first nine nonths of fiscal 2006

i ncl udes $649, 000 ($.21 per diluted conmon share) of vacation expense,
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net of inconme tax benefits, that was not previously accrued.
Liquidity and Capital Resources

For the first nine months of fiscal 2006, the Company used cash provided
by operating activities of $17,504,000, borrowings of $8,420,000 under
its Revolver and additional long-term debt of $2,084,000 to purchase
$31,009,000 in property and equipment and to make scheduled payments of
$1,695,000 on long-term debt.

The purchase of property and equi prent included $10, 105,000 for the
purchase of land for future devel opment, $7,089,000 for real estate
devel oprment, and $13, 815,000 for the purchase of transportati on group
equi pnent .

The Conpany has a $37, 000, 000 revol ving credit agreenent (the Revol ver)
of which $28,580,000 was available at June 30, 2006. The Revol ver
contains restrictive covenants including limtations on paying cash
di vi dends. The Revolver will expire on Decenber 31, 2009.

During the second quarter of fiscal 2006 the Conpany converted a
construction loan into a 15-year non-recourse nortgage of $11, 800, 000
with an interest rate of 6.17% The construction | oan was used to
devel op a 145,000 square foot build-to-suit warehouse/office building
pursuant to a 15-year triple net |ease.

The Conpany had $18, 957,000 of irrevocable letters of credit outstandi ng
as of June 30, 2006. Most of the letters of credit are irrevocable for
a period of one year and are autonatically extended for additional one-
year periods unless notified by the issuing bank not less than thirty
days before the expiration date. Substantially all of these are issued
for workers’ conpensation and liability insurance retentions. |f these
letters of credit are not extended the Conpany wll have to find
alternative nethods of collateralizing or funding these obligations.

The Board of Directors has authorized Managenent to repurchase shares of
t he Conpany’s common stock fromtime to time as opportunities arise. As
of June 30, 2006, $3, 490,000 was authorized to repurchase the Conpany’s
conmon stock. No shares were repurchased during the first nine nonths of
fiscal 2006

The Conpany does not currently pay any divi dends on conmon st ock.

The Conpany has commtted to expend approxinmately $5 million dollars in
connection wth a joint venture wth FR (see Related Party
Transactions), approximately $3 mllion of which will be funded in the
guarter endi ng Septenber 30, 2006.

Wiile the Conpany is affected by environnmental regulations, such

regul ations are not expected to have a nmmjor effect on the Conpany’s
capital expenditures or operating results.
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Managenent believes that the Conpany is financially postured to be able
to take advantage of external and internal growth opportunities in both
its real estate and transportation segnents.

Adoption of SFAS 123R. Effective October 1, 2005, the Company adopted
SFAS 123R “Share-Based Payment” for its stock-based employee
compensation plans. Under SFAS 123R, compensation expense must be
measured and recognized for all share-based payments at the grant date
based on the fair value of the award and such costs must be included in
the statement of operations over the requisite service period. Prior to
October 1, 2005 the company followed APB Opinion No. 25, “Accounting for
Stock Issued to Employees”.

The Company has elected the modified prospective application transition
method whereby the provisions of the statement will apply going forward
only from the date of adoption to new share based payments, and for the
portion of any previously issued and outstanding stock option awards for
which the requisite service is rendered after the date of adoption. The
Company did not restate prior years for pro forma expense amounts. In
addition, compensation expense must be recognized for any awards
modified, repurchased or cancelled after the date of adoption.

Under provisions of SFAS 123R, the Company recorded $192,000 of stock
compensation expense in its consolidated statement of income for the
three months ended June 30, 2006. This consisted of $133,000 for stock
options issued in prior years and $59,000 for restricted stock. Stock
compensation expense was $118,000 net of deferred income tax benefits.
This represents $.04 per common share for both basic and diluted
earnings per common share. For the nine months ended June 30, 2006, the
Company recorded $778,000 of stock compensation expense in 1its
consolidated statement of income. This consisted of $286,000 for an
annual stock award to non-employee directors, $394,000 for stock options
issued in prior vyears, and $98,000 for restricted stock. Stock
compensation expense was $478,000 net of deferred income tax benefits.
This represents $.16 per common share for both basic and diluted
earnings per common share.

SFAS 123R also amends FASB Statement No. 95, Statement of Cash Flows, to
require that the benefits associated with the tax deduction in excess of
recognized compensation cost be reported as financing cash flows, rather
than as a reduction of taxes paid. This requirement will reduce net
operating cash flows and increase net financing cash flows in periods
after the effective date. Financing cash flows for the nine months
ended June 30, 2006 included $406,000 of excess tax benefits from the
exercise of stock options.

Recent Accounting Pronouncements. In July 2006, the FASB i ssued FASB
Interpretation No. 48 (FIN 48) “Accounting for Uncertainty in |Incone
Taxes” which prescribes a recognition threshold and neasurenent
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process for recording in the financial statenents uncertain tax
positions taken or expected to be taken in a tax return.

Addi tionally, FIN 48 provi des gui dance on derecognition,
classification, accounting in interimperiods and discl osure

requi renents for uncertain tax positions. The accounting provisions
of FIN 48 will be effective for the Conpany begi nning Cctober 1,
2007. The Conpany is in the process of determning the effect, if
any, the adoption of FIN 48 will have on its financial statenents.

In March 2005, the FASB i ssued FASB Interpretation No. 47
“Accounting for Conditional Asset Retirenent Cbligations” (FIN 47),
which clarifies that the term*“conditional asset retirenent
obligation” as used in FASB Statenent No. 143, “Accounting for Asset
Retirenent Qbligations”, refers to a legal obligation to performan
asset retirenent activity in which the timng and/or nethod of
settlenent are conditional on a future event that may or may not be
within the control of the entity. An entity is required to recognize
aliability for the fair value of a conditional asset retirenent
obligation if the fair value of the liability can be reasonably
estimated. FIN 47 is effective for the Conpany no |later than the end
of fiscal 2006. The inpact of this new pronouncenent is not expected
to be material to the Conpany’s financial statenents.

Related Party Transactions. The Conpany, through its transportation
subsi diaries, hauls commodities by tank and flatbed trucks for Florida
Rock Industries, Inc. (FRI). Charges for these services are based on
prevailing market prices. Qher wholly owned subsidiaries | ease certain
construction aggregates mning and other properties to FRI. In
addition, the Conpany outsources certain admnistrative functions to
FRI. The cost of these adm nistrative functions was $48, 000 and $39, 000
for the quarters ending June 30, 2006 and 2005, respectively.

On August 2, 2006, the Conpany’s independent directors approved a 50-50
real estate joint venture between a subsidiary of the Conpany (FRP) and
Fl orida Rock Industries, Inc. (FRI) to devel op approxi mately 4,300 acres
of land near Brooksville, Florida. Under the terns of the joint
venture, FRP will contribute its fee interest in 3,443 acres that it
currently leases to FRI under a long-termmnmning |lease. FRP also will
rei nburse FRI for one-half of the acquisition costs (approxi mtely $3
mllion) of a 288 acre contiguous parcel recently acquired by FRI froma
third party. The 288 acre parcel will be contributed to the Joint
Vent ur e.

FRI will contribute 553 acres that it owms as well as its |easehold
interest in the 3,443 acres that it |leases fromFRP. The joint venture
will be jointly controlled by FRI and FRP, and they will each have a
mandat ory obligation to fund additional capital contributions of up to
$2 million. Distributions will also be nade on a 50-50 basi s.

Managenment believes that the Conpany ultinately will realize greater
value from developnment of the Brooksville property rather than
continui ng under the m ning | ease.
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The property does not yet have the necessary entitlenments for real
estate devel opnent. Approval to develop real property in Florida
entails an extensive entitlenents process involving nultiple and
overlapping regulatory jurisdictions and the outcone is inherently
uncertain. The Conpany currently expects that the entitlenment process
may take several years to conplete.

In connection with the Joint Venture, the independent directors of the
Conpany al so approved certain extensions of |ease agreenents between FRP
and FRI on FRI’'s corporate headquarters in Jacksonville, Florida, the
Astatula and Marion Sand mning properties, also in Florida. The
Conmpany and FRI also agreed that a 2,500 acre tract of the Gandin
m ning property, in Florida, due to be released will remain subject to
the | ease and available for future m ning.

Recent Devel opnents. As previously reported, a subsidiary of the
Conpany entered into an agreenent to devel op and sell to a honebuil der a
m ni num of 292 residential lots on the residential portion of the Bird
River Property. The agreenent was subject to a nunber of contingencies,
i ncludi ng a zoni ng upgrade followed by an approval by Baltinore County
of a Planned Unit Developnent (PUD) by July 1, 2006 allow ng the
devel opment of a mninum of 292 residential |ots. The Conpany was
unabl e to obtain the necessary approval by July 1, 2006 and, therefore,

has termnated the agreenent with the honebuil der. The Conpany
continues to pursue the zoning upgrade and to explore devel opnent
strategies that will ultimately nmaximze the market value of this

residential property.

Also as previously reported, the Conpany owns a 5.8 acre parcel of
undevel oped real estate in Washington D.C. that fronts the Anacostia
River and is one block fromthe construction site for the new Washi ngt on
Nati onal s Baseball Stadium The Conpany also owns a nearby 2.1 acre
tract on the same bank of the Anacostia River. Currently, these
properties are leased to Florida Rock Industries, Inc., on a nonth-to-
nmont h basi s.

The Company has been pursuing devel opnent efforts with respect to the
5.8 acre parcel for several years. The Conpany previously obtained a
Pl anned Unit Devel opnent (PUD) Zoning approval for devel opnent of the
property and has been working to obtain approval of a nodified PUD that
woul d allow up to 625,000 square feet of commrercial devel opnent and up
to 440,000 square feet of residential developnent. A hearing on the
Conpany’ s zoni ng application has been schedul ed for Septenber 18, 2006.

The Conpany remains optimstic that its zoning application wll be
approved while at the same tinme recognizing that there is inherent
uncertainty in any zoni ng approval process.

Summary and Outlook. The Conpany's real estate devel opment busi ness has
continued to benefit from positive inquiry trends from prospective
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tenants for its warehouse-office product. The Conpany continues to
expl ore opportunities for devel opnent of various properties owed by the
Conpany, including certain properties |eased by the Conpany to FRI
Freight-hauling demands for its transportation business renain
chal  enged by an industry-wi de, tight driver availability. Continuing
vol atile crude oil and diesel fuel price fluctuations remain likely to
i npact operating margins.

H gher interest rates, a slow ng national housing market, sharply higher
retail gasoline prices and forecasts for decreased GDP activity could
tenper market strength within both transportation and real estate. The
Conpany wi |l use periods of dimnished economc activity to prospect for
sound, |ong-term val ue opportunities.

Forward-Looking Statements. Certain matters discussed in this report
contain forward-1looking statenents that are subject to risks and
uncertainties that could cause actual results to differ materially from
t hese indicated by such forward-| ooking statenents.

These forward-1ooking statenents relate to, anong other things, capital

expenditures, liquidity, capital resources and conpetition and may be
i ndi cated by words or phrases such as "anticipate”, "estimate”, ”"plans”,
"projects”, "continuing”, "ongoing”, "expects”, ”"managenent believes”,
"the Conpany believes”, ”"the Conpany intends” and simlar words or

phrases. The following factors and others discussed in the Conpany’s
periodic reports and filings with the Securities and Exchange Conm ssion
are anmong the principal factors that could cause actual results to
differ materially from the forward-looking statenments: driver
avai lability and cost; regulations regarding driver qualification and
hours of service; availability and terns of financing; freight denmand
for petrol eum products including recessionary and terrorist inpacts on
travel in the Conpany’s markets; freight demand for building and
construction materials in the Conpany's markets; risk insurance markets;
conpetition; gener al econonic conditions; demand for flexible
war ehouse/ of fice facilities in the Baltinore/Washington area; ability to
obtain zoning and entitlenments necessary for property devel opnent;
interest rates; levels of construction activity in FRI's narkets; fuel
costs; and inflation. However, this list is not a conplete statenment of
all potential risks or uncertainties.

These forward-|ooking statenments are made as of the date hereof based on
managenent’ s current expectations, and the Conpany does not undertake an
obligation to update such statenments, whether as a result of new
information, future events or otherw se. Additional information
regardi ng these and other risk factors may be found in the Conpany’s
other filings made fromtinme to tinme with the Securities and Exchange
Conmi ssi on.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

The Conpany is exposed to nmarket risk from changes in interest rates.
For its cash and cash equivalents, a change in interest rates affects
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the amount of interest incone that can be earned. For its debt
instrunments with variable interest rates, changes in interest rates
af fect the anount of interest expense incurred. The Conpany prepared a
sensitivity analysis of its variable rate borrowi ngs to determ ne the
i npact of hypothetical changes in interest rates on the Conpany’s
results of operations and cash flows. The interest-rate anal ysis assuned
a 50 basis point adverse change in interest rates on all borrow ngs
under the credit agreenment. However, the interest-rate analysis did not
consider the effects of the reduced |level of economc activity that
could exist in such an environnent. Based on this anal ysis, nanagenent
has concluded that a 50 basis point adverse nove in interest rates on
t he Conpany’ s outstandi ng borrow ngs under the credit agreenent would
have an inmaterial inpact on the Conpany’s results of operations and
cash fl ows.

ITEM 4. CONTROLS AND PROCEDURES

The Conpany mmintains disclosure controls and procedures that are
designed to ensure that information required to be disclosed in the
Conpany's reports under the Securities Exchange Act of 1934, as anended
(the "Exchange Act"), is recorded, processed, sunmarized and reported
within the tine periods specified in the SECs rules and forns, and that
such information is accumulated and conmunicated to rmanagenent,
i ncluding the Conpany's Chi ef Executive Oficer ("CEQ'), Chief Financia
Oficer ("CFO'), and Chief Accounting Oficer (“CAO), as appropriate,
to allow tinmely decisions regardi ng required disclosure.

The Conpany al so nmaintains a systemof internal accounting controls
over financial reporting that are designed to provide reasonable
assurance to the Conpany's managenent and Board of Directors regarding
the preparation and fair presentation of published financial
st at enent s.

Al control systems, no nmatter how well designed, have inherent
[imtations. Therefore, even those systens determned to be effective
can provide only reasonabl e assurance of achieving the desired contro
obj ectives. Managenent is in the process of evaluating, upgradi ng and
testing its internal control systens to conply with the requirenents
of Section 404 of the Sarbanes-Oxley Act of 2002, which becones
applicable to the Conpany at the end of the current fiscal year.

As of June 30, 2006, the Conpany, under the supervision and with the
participation of the Conpany's managenent, including the CEQ CFO and
CAOQ, carried out an evaluation of the effectiveness of the design and
operation of the Conpany's disclosure controls and procedures. Based
on this evaluation and subject to the disclosure below, the Conpany’s
CEQ, CFO and CAO concl uded that the Conpany's disclosure controls and
procedures are effective in alerting themin a tinmely nmanner to
material information required to be included in periodic SEC filings,
except with respect to the matters descri bed bel ow.

I n connection with managenent's work towards conpliance with Section
24



404 of Sarbanes-Oxley Act of 2002 the Conpany determned that it
shoul d inprove its tracking of vacation accruals. The Conpany had not
previously nonitored vacation accrual for salaried personnel because
the Conpany's salaried enployees are not entitled to roll over
vacation pay fromyear to year. At June 30, 2006, accrued vacation
liability for salaried personnel represented 47% of the Conpany's
total vacation liability. Calculating accrued vacation liability is
complicated by the fact that, for nost enpl oyees, vacation vesting is
based upon an anniversary year calculated fromtheir date of hire.
In prior years, the Conpany did not accrue for this liability but nade
a determnation that the accrual was not material to the Conpany's
financial statenents. Managenent has now concluded that it is
appropriate to record the accrued liability and to accrue for such
liability in future periods in accordance with generally accepted
accounting principles. In reviewwng this issue, managenent also
determ ned that the Conpany's payroll systens did not permt the
Conpany to determ ne the accrued vacation liability as of the end of
prior periods. Accordingly, the Conpany recorded the full anount of
the accrued liability in the current quarter.

This adjustnment did not have a material inpact on the financial
statenents of prior interim or annual periods taken as a whole.In
addition, the cunul ative inpact of the adjustnments on sharehol ders’
equity was not nmaterial on the financial statenents of prior interim
or annual peri ods.

The Conpany has taken steps to inplenent appropriate controls to

assure that the Conpany will be able to accrue for conpensated
absences in future periods.

Subj ect to the foregoing, there have been no changes in the Conpany’s
internal controls over financial reporting during the third quarter
that have materially affected, or are reasonably likely to materially
affect, the Conpany’s internal control over financial reporting.

PART II. OTHER INFORMATION
Item 6. EXHIBITS

(a) Exhibits. The response to this item is submitted as a separate
Section entitled "Exhibit Index", starting on page 24.
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SIGNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934, the
regi strant has duly caused this Report to be signed on its behalf by the
under si gned thereunto duly authori zed.

August 14, 2006 PATRI OT TRANSPORTATI ON HOLDI NG, | NC

John E. Anderson

John E. Anderson

President and Chief Executive
Officer

Ray M. Van Landingham
Ray M Van Landi ngham

Vi ce President, Treasurer
Secretary and Chi ef
Financial O ficer

John D. Klopfenstein
John D. Kl opfenstein
Control |l er and Chi ef
Accounting Oficer
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(3) (a) (1)
(3) (a) (2)
(3) (a) (3)
(3) (a) (4)
(3) (a) (35)
(3) (b) (1)
(4) (a)

PATRIOT TRANSPORTATION HOLDING, INC.

FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2006

EXHIBIT INDEX

Articles of Incorporation of Patriot Transportation
Holding Inc., incorporated by reference to the
corresponding exhibit filed with Form S-4 dated
December 13,1988. File No. 33-26115.

Amendment to the Articles of Incorporation of
Patriot Transportation Holding, Inc. filed with the
Secretary of State of Florida on February 19, 1991
incorporated by reference to the corresponding
exhibit filed with Form 10-K for the fiscal year
ended September 30, 1993. File No. 33-26115.

Amendments to the Articles of Incorporation of
Patriot Transportation Holding, Inc. filed with the
Secretary of State of Florida on February 7,1995,
incorporated by reference to an appendix to the
Company's Proxy Statement dated December 15, 1994.
File No. 33-26115.

Amendment to the Articles of Incorporation of
Patriot Transportation Holding, Inc., filed with
the Florida Secretary of State on May 6, 1999
incorporated by reference to a form of such
amendment filed as Exhibit 4 to the Company's Form
8-K dated May 5, 1999. File No. 33-26115.

Amendment to the Articles of Incorporation of
Patriot Transportation Holding, Inc. filed with the
Secretary of State of Florida on February 21, 2000,
incorporated by reference to the corresponding
exhibit filed with Form 10-Q for the quarter ended
March 31, 2000. File No. 33-26115.

Amended and Restated Bylaws of Patriot
Transportation Holding, Inc. adopted August 3,
2005, incorporated by reference to Exhibit 3.1 to
the Company’s Form 8-K dated August 3, 2005. File
No. 33-26115.

Articles 1III, VII and XII of the Articles of
Incorporation of Patriot Transportation Holding,
Inc., incorporated by reference to an exhibit filed
with Form S-4 dated December 13, 1988. An amended
Article 1III, incorporated by reference to an
exhibit filed with Form 10-K for the fiscal year
ended September 30, 1993. And Articles XIII and
XIV, incorporated by reference to an appendix filed
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(4) (b)
(4) (c)
(10) (a)
(10) (b)
(10) (c)
(10) (d)
(10) (e)
(10) (£)

with the Company's Proxy Statement dated December
15, 1994. File No. 33-26115.

Specimen stock certificate of Patriot
Transportation Holding, Inc., incorporated by
reference to an exhibit filed with Form S-4 dated
December 13, 1988. File No. 33-26115.

Rights Agreement, dated as May 5, 1999 between the
Company and First Union National Bank, incorporated
by reference to Exhibit 4 to the Company's Form 8-K
dated May 5, 1999. File No. 33-26115.

Various mining leases and mining royalty agreements
with Florida Rock Industries, Inc., none of which
are presently believed to be material individually,
except for the Mining Lease Agreement dated
September 1, 1986, between Florida Rock Industries
Inc. and Florida Rock Properties, Inc., successor
by merger to Grandin Land, Inc. (see Exhibit
(10) (c¢)), but all of which may be material in the
aggregate, incorporated by reference to an exhibit
filed with Form S-4 dated December 13, 1988. File
No. 33-26115.

License Agreement, dated June 30, 1986, from
Florida Rock Industries, Inc. to Florida Rock &
Tank Lines, Inc. to use "Florida Rock" in corporate
names, 1incorporated by reference to an exhibit
filed with Form S-4 dated December 13, 1988. File
No. 33-26115.

Mining Lease Agreement, dated September 1, 1986,
between Florida Rock Industries, Inc. and Florida
Rock Properties, 1Inc., successor by merger to
Grandin Land, Inc., incorporated by reference to an
exhibit previously filed with Form S-4 dated
December 13, 1988. File No. 33-26115.

Summary of Medical Reimbursement Plan of Patriot
Transportation Holding, Inc., incorporated by
reference to an exhibit filed with Form 10-K for
the fiscal year ended September 30, 1993. File No.
33-26115.

Summary of Management Incentive Compensation Plans,
incorporated by reference to an exhibit filed with
Form 10-K for the fiscal year ended September 30,
1994. File No. 33-26115.

Management Security Agreements between the Company
and certain officers, incorporated by reference to
a form of agreement previously filed (as Exhibit
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(10)

(10) (I)) with Form S-4 dated December 13, 1988.
File No. 33-26115.

Patriot Transportation Holding, Inc. 1995 Stock
Option Plan, incorporated by reference to an
appendix to the Company’s Proxy Statement dated
December 15, 1994. File No. 33-26115.

Patriot Transportation Holding, Inc. 2000 Stock
Option Plan, incorporated by reference to an
appendix to the Company's Proxy Statement dated
December 15, 1999. File No. 33-26115.

Patriot Transportation Holding, 1Inc. 2006 Stock
Incentive Plan, incorporated by reference to an
appendix to the Company’s Proxy Statement dated
December 29, 2005. File No. 33-26115.

Agreement of Purchase and Sale dated October 21,
2003 between FRP Bird River, LLC and The Ryland
Group, Inc., incorporated by reference to an
exhibit filed with Form 10-K for the year ended
September 30, 2003. File No. 33-26115.

Amended and Restated Revolving Credit Agreement
dated November 10, 2004 among Patriot
Transportation Holding, 1Inc. as Borrower, the
Lenders from time to time party hereto and Wachovia
Bank, National Association as Administrative Agent,
incorporated by reference to the Company’s Form 8-K
dated November 16, 2004. File No. 33-26115.

The Company and its consolidated subsidiaries have
other long-term debt agreements, none of which
exceed 10% of the total consolidated assets of the
Company and its subsidiaries, and the Company
agrees to furnish copies of such agreements and
constituent documents to the Commission upon
request.

Letter of Credit Facility between Patriot
Transportation Holding, Inc. and SunTrust Bank,
N.A. dated February 16, 2005, incorporated by
reference to the Company’s Form 8-K dated February
16, 2005. File No. 33-26115.

Summary of compensation arrangements with non-
employee directors, incorporated by reference to
the corresponding exhibit filed with Form 8-K dated
October 11, 2005. File No. 33-26115.

Summary of compensation arrangements with Named

Executive Officers, incorporated by reference to

the corresponding exhibit filed with Form 10-Q for
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(14)
(31) (a)
(31) (b)
(31) (c)
(32)

the quarter ended March 31, 2005 and Form 8-K filed
December 2, 2005. File No. 33-26115.

Financial Code of Ethical Conduct between the
Company, Chief Executive Officers and Financial
Managers, adopted December 4, 2002, incorporated by
reference to an exhibit filed with Form 10-K for
the year ended September 30, 2003. File No. 33-
26115.

Certification of John E. Anderson.

Certification of Ray M. Van Landingham.
Certification of John D. Klopfenstein.
Certification of Chief Executive Officer, Chief
Financial Officer, and Chief Accounting Officer
pursuant to 18 U.S.C. Section 1350, adopted

pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.
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CERTIFICATIONS Exhibit 31 (a)

I,

1.

2.

John E. Anderson, certify that:

I have reviewed this quarterly report on Form 10-Q of Patriot

Transportation Holding, Inc.;

Based on my knowledge, this quarterly report does not contain any

untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to
the period covered by this quarterly report;

Based on my knowledge, the financial statements, and other financial

information included in this quarterly report, fairly present in all

material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this quarterly report;

The registrant’s other certifying officers and I are responsible for

establishing and maintaining disclosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15d-15(e) for the
registrant and have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls to be designed under our supervision, to ensure
that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report
is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls
and procedures and presented in this report our conclusions about
the effectiveness of the disclosures controls and procedures, as of
the end of the period covered by this report based on such
evaluation; and

c) disclosed in this report any changes in the registrant’s internal
control over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially
affected, or 1is reasonably 1likely to materially affect, the
registrant’s internal control over financial report; and

The registrant’s other certifying officers and I have disclosed, based

on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent
functions) :

a) all significant deficiencies in the design or operation of internal
control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 14, 2006 /s/John E. Anderson

President and Chief Executive
Officer
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CERTIFICATIONS Exhibit 31 (b)

I, Ray M. Van Landingham, certify that:

1. I have reviewed this gquarterly report on Form 10-Q of Patriot
Transportation Holding, Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period
covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this quarterly report;

4. The registrant’s other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e) for the registrant
and have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls to be designed under our supervision, to ensure
that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report
is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls
and procedures and presented in this report our conclusions about
the effectiveness of the disclosures controls and procedures, as of
the end of the period covered by this report based on such
evaluation; and

c) disclosed in this report any changes in the registrant’s internal
control over financial —reporting that occurred during the
registrant’s most recent fiscal quarter that has materially
affected, or 1is reasonably 1likely to materially affect, the
registrant’s internal control over financial report; and

5. The registrant’s other certifying officers and I have disclosed, based
on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent
functions) :

a) all significant deficiencies in the design or operation of internal
control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 14, 2006 /s/Ray M. Van Landingham
Vice President, Treasurer,
Secretary and Chief
Financial Officer

CERTIFICATIONS Exhibit 31 (c)
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I, John D. Klopfenstein, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Patriot
Transportation Holding, Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period
covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial
information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this quarterly report;

4. The registrant’s other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e) for the registrant
and have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls to be designed under our supervision, ensure
that material information relating to the registrant, including its
consolidated subsidiaries, 1s made known to us by others within
those entities, particularly during the period in which this report
is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls
and procedures and presented in this report our conclusions about
the effectiveness of the disclosures controls and procedures, as of
the end of the period covered by this report Dbased on such
evaluation; and

c) disclosed in this report any changes in the registrant’s internal
control over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially
affected, or 1is reasonably 1likely to materially affect, the
registrant’s internal control over financial report; and

5. The registrant’s other certifying officers and I have disclosed, based
on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent
functions) :

a) all significant deficiencies in the design or operation of internal
control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 14, 2006 /s/John D. Klopfenstein
Controller and Chief
Accounting Officer
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Exhi bit 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER AND
CHIEEF ACCOUNTING OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned individuals certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that
this periodic report of Patriot Transportation Holding, Inc. on Form 10-Q
for the quarter ended June 30, 2006 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities exchange Act of 1934 and that the
information contained in such periodic report on Form 10-Q fairly presents
in all material respects the financial condition and results of operations
of Patriot Transportation Holding, Inc.

August 14, 2006 PATRI OT TRANSPORTATI ON HOLDI NG, | NC.

JOHN E. ANDERSON

John E. Anderson

President and Chief Executive
Officer

RAY M. VAN LANDINGHAM

Ray M Van Landi ngham

Vi ce President, Treasurer,
Secretary and Chi ef

Fi nancial Oficer

JOHN D. KLOPFENSTEI N
John D. Klopfenstein
Controll er and Chi ef
Accounting Oficer

A signed original of this witten statenent required by Section 906 has
been provided to Patriot Transportation Holding, Inc. and will be retained
by Patriot Transportation Holding, Inc. and furnished to the Securities and
Exchange Conmission or its staff upon request.

The foregoing certification acconpanies the issuer’'s Quarterly report on

Form 10-Q and is not filed as provided in SEC Rel ease Nos. 33-8212, 34-4751
and | C- 25967, dated June 30, 2003.
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