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U.S. Xpress Enterprises First Quarter 2019 Earnings Conference Call 
May 2, 2019 – 5PM ET 

Brian Baubach 

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

2019 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 May 9, 2019. We have also posted a supplemental presentation to accompany 

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 2018 10-K filed on March 6, 2019. 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 everyone.  
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I would like to start by reviewing our first 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 first quarter financial results in more detail before opening the call for questions.  

I am pleased with our team’s execution through the first quarter given the more challenging market 

backdrop that we encountered as we managed through the closure of our Mexico joint venture and 

encountered weather disruptions. Despite these challenges, we delivered a 95.7% adjusted Operating Ratio 

for the 2019 first quarter which is a 40 basis point improvement from the year ago quarter and our seventh 

consecutive quarter of OR improvement. Our results clearly demonstrate the continued successful 

implementation of our strategic initiatives as we strive to transform our operations and improve our 

profitability. While we have achieved a great deal over the last several years, we have much more to 

accomplish in order to realize our goal.  

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

week declined 6.1% compared with the first quarter of 2018. This was the result of a a 6.7% decrease in 

average revenue miles per tractor per week partially offset by 0.7% increase in our average revenue per 

mile. The impact on average revenue per tractor per week resulted from unfavorable weather conditions, 

the transition out of the Company’s U.S. Mexico cross-boarder operations, and the less favorable freight 

environment. Typically, about 80% of our Over-the-Road division’s volume is contracted, and 

approximately 20% is non-contracted. In the first quarter, we experienced an 8% increase in our contract 

rates, while non-contracted spot rates declined more than 20%.   

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

increased 11.8% in the first quarter of 2019 as compared to the year ago quarter. The increase was primarily 

the result of a 7.1% rise in the division’s revenue per mile in addition to a 4.4% increase in the division’s 

revenue miles per tractor per week. The increase in utilization was largely the result of our initiative 

designed to grow our business with those accounts that offer a more attractive combination of rate and 

utilization while reducing our business with accounts that have a less attractive blend. We implemented this 

initiative through 2018 and I am very pleased with the improved execution in the Dedicated division over 

the last two quarters.   

Brokerage segment revenue decreased to $46.2 million in the first quarter of 2019 as compared to $54.5 

million in the first quarter of 2018, on fewer loads and decreased revenue per load. The revenue decrease 

was more than offset by a higher gross margin, as transportation cost per load decreased significantly due 

to sourcing third party capacity more efficiently. As a result, operating income increased 18.9% to $2.8 
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million in the first quarter of 2019 as compared to the year ago quarter. Importantly, 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.  

I would now like to spend a few minutes reviewing our strategic initiatives designed to deliver improved 

profitability and the priorities that we have for the year ahead. As we have discussed on previous calls, our 

management team has been driving a complete overhaul of the Company’s strategy and operations in order 

to improve our execution and profitability. We have created an execution oriented culture whereby we now 

manage the business by core metrics with a focus on Rate, Truck Count, Utilization and Cost. We have also 

designed and implemented initiatives to improve these core metrics and, ultimately, our Operating Ratio 

where we strive to meaningfully improve our profitability. As part of our transformation, we have improved 

our asset optimization through a redesigned fleet renewal and maintenance program, optimized our asset 

utilization through the use of proprietary optimization software, and implemented our Load Planning 

initiative in our OTR segment designed to improve utilization. The successful implementation of these 

initiatives has contributed to the significant margin expansion that we have achieved over the last three 

years. 

Another key focus of our initiatives is to improve the quality of life for our drivers as we work to reduce 

the day to day challenges and frustrations that they encounter. Our drivers are critical to our success and 

are our greatest asset. As a result, we have launched a series of initiatives designed to position U.S. Xpress 

as the Company of choice for drivers in the industry. One such initiative was the launch of our new driver 

development program and the opening of our redesigned development center in Tunnel Hill, Ga this past 

February. The newly launched program was created with input from our drivers and provides continuous 

learning opportunities for both new and experienced drivers. The multi-platform program features in-person 

development sessions; a hands-on commercial motor vehicle learning lab, where drivers inspect and 

identify faulty equipment; a competency-aligned simulator program; a driving range where drivers can 

practice complicated maneuvers; over 150 e-learning modules; and ELD practice and device training. Our 

goal is to provide our drivers with the knowledge, skills and abilities necessary for a successful driving 

career. 

Looking to the balance of 2019, our priority continues to be on improving the lifestyle and satisfaction of 

our drivers as well as our operations as we focus on technology, including digital load matching, automated 

load acceptance and prioritization, and working towards our ultimate goal of the frictionless order. When 

you analyze the process from order to cash, what you find is that there are many gates in that process where 

manual decisions are made. These manual decision points open the door to less-than-optimal decisions 
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along with the potential for errors given that data entry is often required. As we remove more of the friction 

that exists, those errors which frustrate our drivers will be reduced and our driver satisfaction will improve. 

Our goal over time is to have a frictionless order which we believe will not only improve driver retention 

but also reduce costs and optimize freight planning not to mention improve capacity.   

As you can see, utilizing technology to improve our operations represents a significant opportunity for U.S. 

Xpress. As the trucking industry continues to rapidly evolve, U.S. Xpress will be at the forefront and we 

are very excited to have Cameron Ramsdell join our team as President of our newly formed unit, U.S. 

Xpress Ventures. As we announced last week, U.S. Xpress Ventures is an internal business unit focused on 

developing and implementing new asset based business models and technology strategies.  

Turning to the market and our outlook, the second quarter freight environment remains subdued relative to 

normal seasonality, and in comparison to the strongest market in 20 years which we experienced in the 

second quarter of 2018. While we expect ongoing improvements in network efficiency from the exit of our 

Mexico business and in operating efficiency from our strategic initiatives, the change in market conditions 

since our fourth quarter call has changed our expectations on second quarter earnings. While we continue 

to expect our initiatives and an improving market backdrop to allow us to improve our adjusted operating 

ratio on a sequential basis we now expect our second quarter adjusted operating ratio to deteriorate as 

compared to the year ago comparable quarter.  

Importantly, we believe the operating improvements implemented over the past several years have 

positioned the Company to better manage market fluctuations such as those that we are now experiencing. 

As we look forward, our current guidance of delivering a 93% adjusted operating ratio for the full year 

2019 remains achievable, though it is dependent on market conditions strengthening through the balance of 

the second quarter. As a result, we plan to update our full year adjusted operating ratio guidance when we 

have better visibility on the freight market and our full year results. 

Despite the more challenging freight market, we have contractually agreed to rate renewals for 

approximately 40% of our anticipated truckload revenue for 2019 with an average rate increase of 

approximately 5%, since November. While current rate increases have moderated slightly, we believe full 

year contract rates will increase in the mid-single digit range. 

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. 
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As Eric discussed, we are pleased with the continued successful execution of our strategic initiatives which 

enabled our team to manage through a more challenging market backdrop. We offset more challenging 

market conditions through leveraging our freight in our Broakerage operations and taking advantage of our 

enhanced dedicated business mix achieved in 2018. In addition, we believe we are well positioned to 

continue to execute on our current initiatives to drive continued OR improvement. I am going to spend a 

few minutes summarizing our results for the quarter and will focus on the core metrics we use to evaluate 

and monitor our progress.  

Operating revenue was $415.4 million, a decrease of $10.3 million compared to the first quarter of 2018. 

Excluding revenue from our Mexico operations, which were discontinued in January 2019, operating 

revenue increased $2.9 million excluding fuel surcharge. The increase was attributable to a 3.8% increase 

in revenue per mile, mostly offset by decreases of $8.3 million in brokerage revenue.  

Operating income for the first quarter of 2019 was $12.5 million compared to the $14.9 million achieved 

in the prior year quarter. Excluding $3.4 million in costs related to the exit of our Mexico operations, our 

adjusted operating income for the first quarter of 2019 was $15.9 million, which compares to $14.9 million 

in the first quarter of 2018.  

As Eric discussed, we delivered a 95.7% adjusted Operating Ratio for the 2019 first quarter which is a 40 

basis point improvement from the year ago quarter. Additionally, our adjusted operating ratio improved by 

260 basis points to an adjusted OR of 93.9% from 96.5% for the trailing four quarters ending March 31, 

2019 and 2018, respectively. 

Net income for the first quarter of 2019 was $4.7 million compared to $1.2 million in the prior year quarter. 

Adjusted net income for the first quarter was $7.3 million and compares favorably to $1.2 million in the 

prior year quarter. Adjusted earnings per diluted share were $0.15 for the first quarter of 2019. 

As we discussed on our fourth quarter call, the exit of our fixed cost investment in our cross border U.S. 

Mexico operations was expected to be a drag on our first half results as revenues would decline more 

quickly than expenses which we experienced in the first quarter. Looking forward, we expect the headwind 

to persist into the second quarter, though at a reduced level, before turning neutral in the third quarter. 

Thereafter, we expect to build to an annualized operating income benefit. Importantly, 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.   
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Our effective tax rate for the quarter was approximately 27.5%, and we continue to anticipate our full year 

2019 effective tax rate to be between the 27 to 29% that we outlined on the fourth quarter 2018 call. For 

the full year 2019, we continue to expect our cash tax rate to be in the low single digits.     

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 reminder, when thinking of free cash flow, a normalized net 

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

revert to more normalized levels in 2020 and 2021. 

During the first quarter of 2019, the Company adopted new ASC Topic 842, Leases. The new standard 

requires us to recognize right-of-use assets and a comparable amount of lease liabilities arising from 

operating leases on the balance sheet. This resulted in approximately $187 million of assets and a 

comparable amount of liabilities being recognized on the balance sheet at March 31, 2019. Rent associated 

with these operating leases was approximately $20.0 million for the first quarter of 2019, and is reflected 

under "Vehicle rents" and “General and other expenses” in our income statement for the 2019 quarter. The 

impact on stockholders' equity was immaterial, and the impact on covenant compliance under our credit 

facility is also immaterial. Capital leases will continue to be recognized on the balance sheet, but are now 

referred to as "finance" leases, as required by the new standard. 

In regards to leverage, we ended the first quarter with $407.1 million of net debt and had $120.4 million of 

cash and availability under our revolving credit facility. Interest expense for the first quarter was $5.6 

million and we continue to expect interest expense to be approximately $22.0 million for the full year of 

2019.  

Looking to the remainder of the year, we continue to have opportunities for improvement as our existing 

driver centric initiatives mature and as we focus on operational execution. 

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

 

 

Eric Fuller 
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Thank you Eric. 

In summary, we are pleased with the progress that we have achieved executing upon our strategic initiatives, 

enabling us to achieve our seventh consecutive quarter of adjusted operating ratio improvement in the first 

quarter and the highest earnings of any first quarter in our company’s history. As we have discussed, the 

outlook for the second quarter remains challenged in comparison to a exceptionally strong 2018 comparable 

quarter. That said, we continue to have much opportunity and remain well positioned to capitalize on our 

numerous initiatives aimed at driving operational efficiencies as we work towards our goal of achieving a 

100% frictionless order which will improve the lives and daily routines of our drivers not to mention reduce 

costs and expand our capacity. As we focus on managing the core metrics within our business, we remain 

committed to our goal of improving our operations and solidifying U.S. Xpress as a leader within the 

industry. We look forward to updating everyone on our progress on our second quarter call.  

Thank you again for your time today. 

Operator, please open the call for questions. 

 


