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U.S. Xpress Enterprises Second Quarter 2019 Earnings Conference Call 

August 1, 2019 – 5PM ET 

Brian Baubach 

Thank you operator and good afternoon everyone. We appreciate your participation in our Second 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 August 8, 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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On today’s call, I will review our second quarter results and provide an update on the progress that we have 

achieved executing upon our strategic initiatives designed to improve our operations.  I will then provide 

an update on the market and our outlook before turning the call over to Eric Peterson for a more detailed 

discussion of our second quarter financial results.   

Before I begin, I would like to touch upon four main themes that I would like you to keep in mind during 

today’s call: 

 During the second quarter, our dedicated business continued to perform well as a result of our 

initiative focused on growing the business with accounts that offer a more attractive combination 

of rate and utilization.   

 Second, our OTR business margins were negatively impacted during the quarter, as a result of an 

environment with excess capacity combined with the additional 350 tractors that we redeployed 

from cross border to US lanes after exiting the Mexico business earlier this year.  I will go into 

further detail and touch more on this shortly.     

 Third, our margin differential year over year was mainly attributable to the market impact on our 

OTR business, which gives us just as much, or more, upside opportunity when the market turns, 

rates improve, and we redeploy the cross border trucks into better freight. 

 And lastly, we believe we have the management team, revenue base, modern fleet, and capital 

structure that position us very well to continue to execute upon our initiatives, drive further 

operational gains, and deliver long term value for our shareholders.   

Now let me get into the details on our OTR shortfall against expectations.  As background, the OTR 

business comprises approximately 60% of our asset based fleet. Historically, about 80% of our OTR freight 

moved under contract rates and 20% moved under what we call “Spot” rates, which really means loads not 

moving under the rate and volume commitments we have made with customers.  Through the second 

quarter, our spot exposure increased to approximately 25% as a result of several factors which I will touch 

on in a moment.  

This quarter, overall freight volumes were consistent with the prior year; however, truckload industry 

capacity has increased year-over-year, as an attractive spot market through the end of 2018 and higher 

driver pay resulted in incremental trucks and drivers entering the market. Last year we turned down over 

4,000 loads per week during the second quarter, while this year we had significantly fewer, which adversely 
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impacted our rate and utilization in our OTR division..  Additionally we pushed the capacity of about 350 

tractors from Mexico cross border to the general OTR fleet.  In the fourth quarter of 2018, the timing seemed 

right for this transition, and it was still the correct long-term move for our network.  However, the timing 

ended up hurting us this quarter in terms of rates and the ability to generate sufficient miles per truck.   

Our OTR contract rates were up approximately 8% in the second quarter, on a year over year basis.  

However, our spot rates were down approximately 35% year over year, which put them at an approximate 

20% discount to contract.  Year in and year out, the vast majority of what we call “Spot” freight is made up 

of incremental loads or specific projects from our customers.  Our average spot premium has been more 

than 20% higher than our contract rates over the last 10 years, and our spot rates have not been below 

contract for any of those years.  Based on our history, we believe the market conditions experienced in the 

first half of 2019 are not representative of a typical market regardless of cycle and we will continue to target 

approximately 20% spot exposure in our OTR division. 

Taking these factors together, average revenue per tractor per week for the quarter declined 8.4% compared 

with the second quarter of 2018, in our OTR division. This was the result of a 5.3% decrease in average 

revenue miles per tractor per week combined with a 3.3% decrease in rate per mile. To re-emphasize the 

point, contract rates were up approximately 8% in our OTR business, but overall rates in the division were 

down 3.3%. This illustrates the significant decline in spot rates that we experienced in the second quarter 

2019 compared to the second quarter 2018.  

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

increased 10.2% in the second quarter of 2019 as compared to the year ago quarter. The revenue per tractor 

per week achieved in the 2nd Quarter of 2019 of over $4,000 is the highest in our organization’s history. 

The increase was primarily the result of a 5.4% increase in the division’s revenue per mile in addition to a 

4.5% increase in the division’s revenue miles per tractor per week. Our strong results are due to improved 

execution and managing accounts to achieve a more attractive combination of rate and utilization. We have 

been working on this initiative for about a year and are very encouraged with the results as we have 

experienced three quarters of consecutive improvement, and continue to believe there is additional 

opportunity for further gains. 

Brokerage segment revenue decreased to $39.5 million in the second quarter of 2019 as compared to $58.4 

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

was mostly 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 was $1.3 million, essentially 
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flat with the $1.4 million of operating income reported in the year ago quarter.  

I would now like to spend a few minutes updating you on our key priorities for 2019.  One focus for the 

year has been our drivers who remain our most important asset and critical to our success.  Last quarter, we 

spoke about the launch of our new driver development program and the opening of our redesigned 

development center in Tunnel Hill, GA.  This program provides continuous learning opportunities for both 

new and experienced drivers with the goal of providing our drivers with the knowledge, skills and abilities 

necessary for a successful career.  While still early in its roll out, we are seeing positive results from those 

drivers who have completed this training versus those who have not.   We are optimistic that, over time, 

this training will improve our drivers’ satisfaction and retention while also reducing their accident rate and 

the Company’s insurance expense.  Given the positive results that we are seeing, we opened a second 

facility in July and expect to continue to open additional facilities across the country.  

A second initiative is our goal on improving our operations by focusing on technology, including digital 

load matching, automated load acceptance and prioritization, and working towards our ultimate goal of the 

frictionless order.  As we continue to make progress, we expect to see our speed of operation improve and 

the day to day challenges that our drivers encounter, decline.  Our near term focus is to integrate our legacy 

systems and utilize existing data to reduce many of the manual decisions that are made.   These manual 

decision points not only open the door to less-than-optimal decisions along with the potential for errors but 

also require unnecessary driver input which reduces efficiency and creates driver frustration.  As we remove 

more of the friction that exists, we believe errors will decline, our operations will become more efficient, 

utilization will rise, and our driver turnover will decline.  We are optimistic that this will reduce costs, 

optimize freight planning and improve capacity. 

Turning to the market and our outlook, the third quarter freight environment remains depressed however 

July is typically a weak month for demand and we do not see anything beyond normal seasonality. The next 

two months will be a better indicator of ongoing market conditions. While the market has been challenging, 

we are confident that capacity is exiting the market and that we will hit a point in the near future where 

supply and demand will begin to tighten. Additionally, we continue to believe that the Alcohol and Drug 

Clearinghouse, that is expected to go live in January of 2020, will further squeeze capacity out of the market 

which should lead to a better rate environment in 2020. 

Turning to our guidance, we previously adjusted our full year 2019 adjusted operating ratio guidance to a 

range of 95.5% to 97.5%, where the high end assumes a continuation of the lackluster market conditions as 

seen in June and July persisting through year end.  
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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. 

Operating revenue was $413.9 million, a decrease of $35.9 million compared to the second quarter of 2018. 

The main drivers were lower brokerage and fuel surcharge revenue, as well as the discontinued portion of 

the Mexico cross-border business.  Truckload tractor count and average revenue per tractor (excluding fuel 

surcharges) were essentially constant year over year.  

Operating income for the second quarter of 2019 was $8.8 million compared to the $20.0 million achieved 

in the prior year quarter.  Excluding $500 thousand in costs related to the exit of our Mexico operations in 

the 2019 quarter and $6.5 million of IPO-related expenses from the 2018 quarter, our adjusted operating 

income for the second quarter of 2019 was $9.3 million, which compares to $26.5 million in the second 

quarter of 2018.  

We delivered a 97.9% operating ratio and a 97.5% adjusted Operating Ratio for the 2019 second quarter 

which is an increase relative to the 97.0% OR and 95.7% adjusted OR that we reported in the first quarter 

and the 95.5% OR and 93.4% adjusted OR that we reported in the year ago quarter.  The main difference 

in profitability year over year was in our OTR fleet.  As Eric Fuller explained, revenue per mile dropped 

and miles per tractor decreased.  In addition, driver pay increased approximately $.06 cents per mile since 

last year’s quarter as a result of wage inflation and lower utilization.  

Net income for the second quarter of 2019 was $2.7 million which compares to $600 thousand in the prior 

year quarter.  Adjusted net income for the second quarter was $2.9 million and compares to $11.3 million 

in the prior year quarter.  Adjusted earnings per diluted share were $0.06 for the second quarter of 2019. 

Our effective tax rate for the quarter was approximately 12.2% as a result of discrete tax items.  As a result, 

we are lowering our full year 2019 effective tax rate guidance to a range of 23 to 25% from the previous 

range of 27 to 29%.  For the full year 2019, we continue to expect our cash tax rate to be in the low single 

digits.  

As market conditions have continued to underperform earlier expectations, we revisited our capital planning 

as part of our more broad based review of our forecast for the balance of year.  To this extent and to 

prudently manage our cash flows, we have reduced our capex budget to $110 to $130 million, as compared 

to our previous guidance of $170 to $190 million.  The reduction will come from a combination of deferred 
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tractor deliveries and financing more equipment with operating leases instead of debt.  We do not expect 

this change to materially impact the average age of our company tractor fleet, as we continue to manage 

our tractors to an approximate 475,000 mile replacement cycle. 

During the quarter we also invested $8.7 million to purchase the last 10% of Total Transportation, which 

had previously been 90% owned by U.S. Xpress and 10% by one of its founders. 

In regards to leverage, we ended the second quarter with $436.9 million of net debt and had $121.0 million 

of cash and availability under our revolving credit facility. Interest expense for the second quarter was $5.3 

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

2019.  

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

Eric Fuller 

Thank you Eric. 

Our results this quarter were below our expectations largely as a result of a more challenging market 

combined with our decision to exit our Mexico business.  Taken together, these factors caused our spot 

exposure in our OTR division to rise above its historical average which adversely impacted our OTR 

margins and obscured several positives in the quarter, including: 

 Performance in our Dedicated division continued to improve as a result of our initiative focused on 

improving our mix of business with those accounts that offer a more attractive combination of rate 

and utilization. 

 The early results of our driver training program show favorable results, and we remain optimistic 

that, overtime, our drivers’ satisfaction and retention will improve while their accident rate and the 

Company’s insurance expense will decline. 

 And, lastly, the continued progress towards improving our operations as we execute upon our more 

recent initiatives designed to move the Company towards our goal of achieving a frictionless order. 
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To conclude, we have significant opportunity to improve our operations and our profitability through the 

cycle as we execute upon our initiatives.  As I look to the second half of the year, I remain confident in our 

team and our strategy.  Additionally, I am encouraged by the early signs of capacity leaving the market 

which should lead to improved trends.  That said, we are working extremely hard to reduce our spot 

exposure to more historical levels regardless of the market backdrop as we focus on improving our financial 

performance. 

Thank you again for your time today. 

Operator, please open the call for questions. 

 


