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U.S. Xpress Enterprises Fourth Quarter 2018 Earnings Conference Call 
February 7, 2019 – 5PM ET 

Brian Baubach  

Thank you operator and good afternoon everyone. We appreciate your participation in our Fourth 

Quarter 2018 Earnings Call. With me here today are Eric Fuller, President and Chief Executive Officer, 

and Eric Peterson, Chief Financial Officer. As a reminder, a replay of this call will be available on the 

Investors section of our website through February 14, 2019. We have also posted a supplemental 

presentation to complement today’s discussion on our website at investor.usxpress.com.  

Before we begin, let me remind everyone that this call may contain certain statements that 

constitute “forward-looking statements” within the meaning of the Private Securities Litigation 

Reform Act of 1995. These include remarks about future expectations, beliefs, estimates, plans 

and prospects. Such statements are subject to a variety of risks, uncertainties, and other factors that 

could cause actual results to differ materially from those indicated or implied by such statements. 

Such risks and other factors are set forth in our final prospectus dated June 13, 2018 and we do not 

undertake any duty to update such forward looking statements.   

Additionally, during today's call, we will discuss certain non-GAAP measures, which we believe 

can be useful in evaluating our performance. The presentation of this additional information should 

not be considered in isolation or as a substitute for results prepared in accordance with U.S. GAAP. 

A reconciliation of these non-GAAP measures to the most comparable GAAP measure can be 

found in our earnings release. 

At this point, I'll turn the call over to Eric Fuller. 

Eric Fuller 

Thank you Brian and good afternoon everybody.  
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I would like to start by reviewing our fourth quarter results and the progress that we have achieved 

executing upon our strategic initiatives, and then conclude with a review of our market outlook. 

Eric Peterson will then discuss our fourth quarter financial results in more detail before opening 

the call for questions.  

I am proud of our fourth quarter and full year 2018 results. For the fourth quarter, our adjusted 

operating ratio improved 280 basis points, year over year, to 92.5%. This quarter’s performance 

represents the sixth consecutive quarter of OR improvement and is the best adjusted operating ratio 

that we have delivered in 20 years. Our focus has been to manage the business by core metrics 

including Rate, Truck Count, Utilization and Cost. We measure our success by our adjusted 

operating ratio that our team delivers as we work to increase earnings. 2018 was the best year in 

our Company’s history. With record financial results, positive early year momentum, and an 

improved capital structure from our June initial public offering, we are well positioned to continue 

to methodically manage our capital allocation, improve our operational execution, and target 

industry-leading profitability.  

Turning to our segment level highlights, in our Over The Road division, our average revenue per 

tractor per week in the fourth quarter increased approximately 1.0%, as a result of a 5.3% increase 

in our average revenue per mile partially offset by a 4.4% reduction in average miles per tractor. 

This decrease in utilization was primarily a result of fewer teams in the 4th quarter compared to the 

prior year.  

While the market for drivers remained challenging, we continued to see sequential improvement 

in retention and hiring as we execute our initiatives focused on our professional drivers by offering 

them attractive miles, modern equipment, and a driver centric operations team. As a result, our 

truck count improved from the third quarter and contributed to the momentum in our OTR division 

this quarter without having to increase driver pay. This momentum has continued into the first 

quarter as we are seeing small incremental improvement through the first five weeks of the year 

which we expect to persist through the first quarter. 

Turning to our dedicated division, the average revenue per tractor per week, excluding fuel 

surcharges, increased 10.0% in the fourth quarter of 2018 as compared to the fourth quarter of 

2017. This increase was primarily a result of a 9.1% increase in the division’s revenue per mile. 
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We are very pleased with the division’s performance this quarter as our revenue miles per tractor 

per week was essentially constant on a sequential basis from the third quarter as compared to a 

typical seasonal fourth quarter decline of approximately 5%, primarily due to the holidays. 

Additionally, this performance is a marked improvement from the 10% utilization decline that we 

experienced in the second quarter of 2018 and the 5% decline in the third quarter. Our improved 

utilization this quarter is the direct result of changes that we have implemented to address certain 

accounts’ shipping patterns which have not performed as we had expected. To address this issue, 

we increased rates and have adjusted to the change in shipping patterns. Taken together, the issue 

has now been largely addressed and we do not expect it to persist into 2019.  

Lastly, brokerage segment revenues increased 16.2% to $64.9 million in the fourth quarter of 2018 

as compared to $55.8 million in the fourth quarter of 2017. This was primarily the result of a 1.9% 

increase in load count and higher revenue on a per load basis which was partly attributable to 

higher fuel prices. The brokerage segment continues to provide additional selectivity for our assets 

to optimize yield while at the same time offering more capacity solutions to our customers. As we 

look ahead, we expect the rate of growth to continue to slow as comps become more difficult. 

At this point, I would like to spend a few minutes reviewing our decision to exit our U.S. - Mexico 

operations which we announced in January. Since taking over our roles in 2015, we have 

performed an extensive review of our operations and identified a series of initiatives designed to 

improve the Company’s profitability. As a part of this, we evaluated our aggregate investment in 

our U.S. - Mexico operations, including investments south of the border, in Laredo, and in U.S. 

assets and personnel required to service this business. We concluded that these operations required 

a comparatively high level of fixed investment per unit of revenue and also created lane 

inefficiencies in the U.S., because serving freight to and from the border did not maximize revenue 

per mile or meet our other network planning priorities. During 2018, the combined Mexico and 

allocated U.S. operations failed to keep pace with improvements in the Company's U.S. OTR and 

Dedicated truckload operations. Additionally, our subsidiary had a unique model that required a 

high level of fixed investment which never achieved the scale or scope necessary to drive an 

adequate return for shareholders despite the market backdrop. As a result, we will transition to a 

more variable cost model to support cross border freight with Mexico. This strategic decision 

reflects the latest step in the Company’s transformation as we methodically evaluate our capital 
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allocation, improve our operational execution, and target industry-leading profitability. Eric 

Peterson will review the financial implications of the exit in more detail in a moment. 

We continue to focus on driver retention and improving yields on a load by load basis as we 

continue to work on our existing initiatives around utilization and optimization. As we head in to 

2019 we will have a focus on technology, which will continue to improve our drivers’ lifestyle, 

including digital load matching, automated load acceptance and prioritization, and working 

towards our ultimate goal of the frictionless order. 

Turning to the market and our outlook, conditions have remained constructive through the fourth 

quarter and into the first quarter of 2019. Since November, we have contractually agreed to rate 

renewals for approximately 20% of our anticipated truckload revenue for 2019 with an average 

rate increase of approximately 7%. While current rate increases have moderated slightly, we 

believe full year contract rates will increase 5–8%. Additionally, we expect normal seasonality for 

the first quarter and remain optimistic on the outlook for our business and ability to continue to 

drive margin improvement through 2019.   

I would now like to turn the call over to Eric Peterson for a review of our financial results. 

 

Eric Peterson 

Thank you Eric and good afternoon. 

As Eric discussed, we are pleased to announce record adjusted net income and profitability for the 

fourth quarter and look forward to the prospect of further realizing the benefits of our initiatives. 

We believe there is a significant opportunity ahead for continued profitability improvement. I am 

going to spend a few minutes summarizing our results for the quarter.  

Total revenue for the fourth quarter of 2018 increased by $38.0 million to $469.2 million compared 

to the fourth quarter of 2017. The increase was primarily the result of a 7.2% increase in our rate 

per mile, a 16.2% increase in brokerage revenues to $64.9 million, and a $5.9 million increase in 

fuel surcharge revenues. Excluding the impact of fuel surcharges, fourth quarter revenue increased 

$32.0 million to $422.5 million, an increase of 8.2% compared to the year ago quarter. 
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Operating income for the fourth quarter of 2018 was $21.1 million compared to the $12.5 million 

achieved in the fourth quarter of 2017. Excluding the $10.7 million loss related to the sale and exit 

of our fixed cost investment in our cross border Mexico operations in the fourth quarter of 2018 

and the $6.1 million in unfavorable fuel purchase commitments in the fourth quarter of 2017, 

adjusted operating income for the fourth quarter of 2018 increased 72% to $31.8 million, compared 

to $18.5 million in the prior year quarter.  

Our Adjusted Operating Ratio was 92.5% for the quarter, representing a 280 basis point 

improvement compared to the fourth quarter of 2017. For the full year, we achieved a 94.1% 

adjusted operating ratio delivering a 330 basis point improvement compared to 2017. 

Net income for the fourth quarter of 2018 was $7.0 million compared to $9.5 million in the prior 

year quarter. Adjusted net income in the fourth quarter was $19.5 million which compares 

favorably to $900,000 in the prior year quarter. In addition to record adjusted operating income, 

our interest expense was $8.3 million lower compared to the same quarter in the prior year, 

resulting in adjusted earnings per share of $0.39 for the fourth quarter of 2018. 

We believe the exit of our fixed cost investment in our cross border U.S. Mexico operations will 

be a win-win-win from an earnings, capital allocation, and customer perspective. From an earnings 

perspective, we will eliminate a certain amount of cross-border revenue as well as associated 

expenses in both Mexico and the United States. The first two quarters of 2019 will incur a small 

negative impact as revenue declines faster than expenses. By the third quarter we expect a neutral 

impact, and thereafter expect to build to an approximately $10.0 million annualized operating 

income benefit. From a capital perspective, we expect to receive approximately $13.0 million in 

net proceeds over 8.5 years, and the exit will also eliminate approximately 700 trailers which we 

would have had to replace with over $20 million of new trailers over the next two years given their 

age. As a result, we expect to increase our income with less capital deployed over the next year 

and beyond. Finally, we will offer customers both additional capacity within our core U.S. lanes 

and continued access to cross-border coverage through an asset light alternative.   

Excluding the impact of the adjustments to our pretax income the effective tax rate for the quarter 

was approximately 26.0%, and we anticipate our effective tax rate to be between 27% and 29% 

for the full year 2019 with our cash tax rate in the low single digits.     
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Turning to our fleet, we continue to manage our tractors to a 475,000 mile replacement cycle and 

we are converting a portion of our leased tractors to owned and will spend approximately $170 to 

$190 million in net capex through 2019 to execute that strategy, with approximately $45 million 

of the total related to replacing leased equipment with owned. As a result of our 2019 replacement 

cycle, which is above normalized levels due to a large purchase of more fuel efficient tractors 

approximately four years ago, we expect the average age of our company tractor fleet to reduce 

from 28 months to approximately 18 months as we exit 2019. When thinking of free cash flow, a 

normalized net capex figure over a 4 year period is approximately $115 million, and we expect 

our net capex to revert to more normalized levels in 2020 and 2021. 

In regards to leverage, we ended the year with $416.0 million of net debt and had $139.9 million 

of cash and availability under our revolving credit facility. We expect interest expense to 

approximate $22.0 million for the full year of 2019.  

Looking to 2019 we continue to expect our Adjusted OR to improve each quarter, on a year over 

year basis. As expected, we have not seen a significant financial impact as a result of the recent 

installation of event recorders in our tractors; however, we continue to believe we have an 

opportunity to meaningfully lower our insurance and claims expense as this initiative continues. 

Additionally, we believe we continue to have opportunities as our existing driver centric initiatives 

around utilization and retention mature. We continue to target a goal of delivering a 93.0% adjusted 

operating ratio for 2019. 

With that, I’d like to turn the call back to Eric Fuller for concluding remarks. 

 

Eric Fuller 

Thank you Eric. 
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As we have discussed, we have a set of strategic initiatives in place that were developed with an 

emphasis on managing the business by core metrics including Rate, Truck Count, Utilization and 

Cost. We have designed and implemented initiatives to improve these core metrics and to continue 

to improve our profitability. While we continue to make progress, we have much work left to do 

in order to achieve our goal and drive optimal performance over time. 

Thank you again for your time today. 

Operator, please open the call for questions. 

 


