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U.S. Xpress Enterprises Second Quarter 2018 Earnings Conference Call 
August 2, 2018 – 5PM ET 

Brian Baubach  

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

Second 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 August 9, 2018. We have also posted a supplemental 

slides 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 final prospectus dated June 13, 2018 and our other filings with the Securities 

and Exchange Commission. 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.  
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Eric Fuller  

Thank you Brian and good afternoon everyone.  

Before I get started, I would like to take a moment to thank all of those people who helped us through 

our initial public offering, which culminated in our first day of trading on the New York Stock 

Exchange on June 14th, but was a result of many months of effort. The hard work of our employees 

and advisers, and the loyal support of our customers and partners, contributed to the success of our 

offering and, as a result, we were able to raise approximately $250 million in net proceeds for the 

Company. This capital injection allowed us to reduce our leverage and is expected to provide additional 

flexibility to pursue our strategy of driving operational improvement and margin expansion.  

I would like to start today’s call by providing a brief overview of our strategy for those investors who 

were not able to hear our story on the IPO roadshow, and then briefly review the highlights of our 

second quarter performance and our market outlook. Eric Peterson will then discuss our second quarter 

financial results in more detail before opening the call for your questions.  

We are the fifth-largest asset-based truckload carrier in a market of over 500,000 carriers. This is a 

market where scale matters and our size provides clear competitive advantages. While we operate in 

48 states, our focus is on the Eastern half of the country which represents an attractive market with 

solid population growth. Additionally, we have a robust infrastructure base which we believe will 

support our growth over time.  

We operate in two reportable segments, Truckload and Brokerage. With-in Truckload, we have two 

business divisions which are Over the Road and Dedicated. Our Over the Road division operates on 

shorter term contracts which are, on average, a year in length without volume or capacity guarantees. 

Our Over the Road division benefits from the current supply – demand imbalance and resultant price 

volatility which provides upside in a rising rate environment.  

Our Dedicated division operates on longer term contracts which are typically three to five years in 

duration and have committed rates, lanes and volumes. Our customer renewal rates in the Dedicated 

division have historically exceeded 95% which provides solid visibility and helps to manage through 

cycles. Given the market today, our focus is on growing our Over the Road division unless we can earn 

a 15 – 20% margin on new Dedicated contracts.  
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Overall, in our Truckload segment, we strategically manage our spot rate exposure to approximately 

10% of capacity through cycles. We believe this is a prudent and sustainable strategy.  

Turning to Brokerage, this segment allows us to increase freight selectivity for our assets while also 

providing more capacity for our customers. This is a data driven and margin focused process which is 

intended to maximize margins throughout our portfolio. Of note, the Brokerage segment requires little 

capex and has high returns on capital.  

Our customers are largely blue-chip, Fortune 500 companies who have been with U.S. Xpress for a 

long period of time. In fact, 8 of our 10 largest customers have been with us for more than 15 years. 

Additionally, 8 of our top 10 customers also use all three of our service offerings. While we do have a 

high concentration in the retail sector, we are weighted towards discount retailers and consumer 

products companies who historically have been more insulated from economic cycles.  

That is a basic overview of U.S. Xpress and our business. To understand how we expect to drive value 

for our shareholders, it is important to understand the Company’s history and culture in order to 

appreciate the dramatic changes that are being implemented that we believe will continue to improve 

our operations and profitability.  

U.S. Xpress was founded in 1985 and had an entrepreneurial culture that was focused on revenue 

growth. The Company completed 28 acquisitions and was the fastest trucking company to achieve $1 

billion in revenues. Between 2000 and 2015, the Company averaged an operating ratio of 98%, as 

management tried, but was unsuccessful in growing the Company to consistent profitability. In 2007, 

U.S. Xpress went private and renewed their focus on improving profitability, which proved 

challenging.  

As a result, the hard decision was made in 2015 to change management which is when Eric and I 

entered into our current positions. Our clear mandate was to implement a complete overhaul of the 

Company’s strategy and operations in order to improve execution and profitability. To achieve our 

goal, we needed to change the culture and bring in the expertise necessary to drive our transformation. 

To accomplish this, we replaced 61 of our top 94 executives and senior managers with internal 

promotions of high-achieving individuals as well as external hires of talented management from across 

our industry. We have created an execution oriented culture where we outline weekly goals and metrics 

to be achieved which for 2018 is called “Win the Week”. We then review our execution, understand 
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what went well and what did not, and then outline those goals and metrics to be achieved in the next 

week. We are changing the culture of the company to a results oriented, data driven mindset and are 

seeing execution improve.  

We also began managing the business by core metrics with a focus on Rate, Truck Count, Utilization 

and Cost. We have designed and implemented sustainable initiatives with the goal of improving these 

core metrics and, ultimately, our Adjusted Operating Ratio, which has lagged our publicly traded 

industry peers by more than 700 basis points over time.  

The first initiative that we implemented in 2015 was focused on improving our asset optimization by 

redesigning our fleet renewal and maintenance programs with the goal of improving reliability, 

minimizing downtime, and reducing maintenance costs on older tractors in our fleet. These initiatives 

were designed to improve the quality of our assets by purchasing, maintaining and trading our tractors 

in a way that was designed to optimize their life cycles. We also significantly increased the percentage 

of maintenance performed in-house to improve repair times, reduce downtime, and minimize future 

maintenance issues. The result of this initiative can be seen as our average maintenance cost per mile 

has decreased as our average age increased.  

Late in 2015, we began to optimize our asset utilization by focusing on the return on our fixed cost 

assets first. We accomplished this by breaking down barriers and by analyzing our total truckload and 

brokerage freight demand through the development of proprietary optimization software focused on 

yield. Through having these segments begin to operate as one company, we have not only increased 

freight selectivity for our assets but we have also significantly increased our Brokerage volumes which 

provides even more solutions for our customers.  

Taken together, we believe these initiatives have contributed to sustainable Adjusted Operating Ratio 

improvement over the last several years. More importantly, we believe there is significant room for 

further improvement as our recently launched initiatives focused on loading planning and fleet 

management produce additional results.  

We started our Load Planning initiative in our Over the Road division in September 2017 and 

experienced over a 5% utilization improvement in the first week. As utilization improves, so does our 

drivers’ pay, which has contributed to our driver turnover declining. We believe results of this initiative 
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can be seen in our second quarter results, where utilization in our Over The Road division rose 5.8% 

over the prior year quarter, and we expect further utilization improvements.  

We also initiated a pilot program for fleet management in October of last year, which has now been 

rolled out to our entire Over the Road fleet as of last week. This new structure is designed to proactively 

solve potential challenges that our drivers will face, which we believe will minimize their frustration 

and improve utilization. We believe this initiative will continue to drive improvement in driver 

retention.  

As you can see, this is an exciting time at U.S. Xpress as we execute our strategies that we expect will 

deliver sustainable financial improvement over time. We are encouraged to see the success of our 

ongoing initiatives in our second quarter results, where we delivered an Adjusted Operating Ratio of 

93.4%, which is a 510 basis point improvement over the prior year’s quarter and the best operating 

ratio that we have achieved since 1998. That said, I believe we can do better and I am not satisfied with 

our results. We will continue to focus on implementing and executing our initiatives that we expect 

will continue to drive sustainable improved performance over time.  

Overall, we remain optimistic as market conditions remain strong. Of note, we experienced improving 

rates and volumes through the second quarter and we do not believe there is a catalyst over the near 

term which would impact current trends. That said, we continue to see an erosion of professional driver 

availability. As a result, we are continuing to focus on our driver centric initiatives to both retain the 

professional drivers who have chosen to partner with us and to attract new professional drivers to our 

team. We believe this focus allowed us to offset the difficult conditions, which have created a 

significant professional driver supply challenge for the broader industry, as we slightly increased our 

tractor count during the second quarter of 2018 through a 11% reduction in our driver turnover 

percentage. The environment in the third quarter of 2018 continues to be strong from a rate and volume 

perspective, and we are currently anticipating that rates will continue to increase on a sequential basis 

in both our Over the Road and Dedicated divisions.  

Now, I would like to turn to our segment level highlights. Our Truckload segment, which is comprised 

of our Over the Road and Dedicated divisions, achieved a second quarter Adjusted Operating Ratio of 

92.7%, or a 540 basis point improvement over the prior year quarter. We continued to see momentum 

in the market for our Over the Road and Dedicated divisions, and we believe the demand we saw in 

the second quarter shows room for further expansion.  
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In our Over the Road division, our average revenue per tractor per week increased 19.8% year over 

year. Results were primarily driven by a 13.3% increase in our average revenue per loaded mile and a 

5.8% increase in our revenue miles per tractor per week.  

Turning to our Dedicated division, during the quarter we experienced a decrease in our revenue miles 

per tractor per week of 9.8%, which served to decrease our average revenue per tractor per week by 

2.4% in the second quarter of 2018. This was partially offset by an 8.2% increase in our average 

revenue per loaded mile. The reduction in our utilization was primarily the result of certain accounts 

shipping patterns that performed differently than expected which impacted utilization, driver hiring, 

and retention, and due in part to mix changes in the portfolio. We negotiated rate increases on these 

accounts to compensate us for lower than expected utilization. As of July 28th, these increases are in 

effect which we expect will increase the Dedicated overall average revenue per loaded mile by 

approximately 3.5%  

In our Brokerage segment, revenues increased 56.2% to $58.4 million in the second quarter of 2018 as 

compared to $37.4 million in the second quarter of 2017. We saw our gross margin percentage increase 

to 12.2% in the second quarter of 2018 as compared to 10.9% in the second quarter of 2017. The 

growth that we experienced this quarter was largely the result of a 21.4% increase in our load count, 

higher revenue on a per load basis, and, to a lesser extent, higher fuel prices.  

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.  

Before I move to our financial update for the second quarter of 2018, I would like to discuss earnings 

per share for the quarter. As part of the IPO, we reorganized our corporate structure to eliminate a 

legacy holding company that owned 100% of the shares of U.S. Xpress Enterprises. Subsequent to this 

reorganization, U.S. Xpress Enterprises issued new shares. As a result of the exchange of shares in the 

reorganization and the issuance of additional shares following the reorganization, our earnings per 

share for the quarter is not a meaningful number to discuss as the weighted average share count is not 

indicative of future periods. Our diluted shares as of June 30, 2018 were approximately 48.5 million.  
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Moving on to our financial results. As Eric discussed, we are excited about the prospect of realizing 

the benefits of our initiatives and believe there is a significant opportunity ahead for continued 

profitability improvement.  

I am going to spend the next few minutes summarizing our results for the quarter and will focus on the 

core metrics we use to evaluate and monitor our progress. For the second quarter of 2018, total revenue 

increased by $79.4 million to $449.8 million primarily as a result of an 11.4% increase in our average 

revenue per loaded mile, a 56.2% increase in our Brokerage revenues to $58.4 million, and a $15.1 

million increase in our fuel surcharge as compared to the second quarter of 2017. Excluding the impact 

of fuel surcharge revenue, revenue increased $64.3 million or 19.0% to $402.8 million as compared to 

the prior year quarter.  

Operating income for the second quarter of 2018 was $20.0 million, which compares favorably to the 

$2.7 million achieved in the second quarter of 2017. Excluding one-time costs related to the Company’s 

IPO that was completed in June of 2018, second quarter Adjusted Operating Income was $26.5 million.  

On an adjusted basis, second quarter 2018 net income was $11.3 million compared to a net loss of $7.0 

million in the second quarter of 2017.  

We are committed to continuing initiatives that we believe will strengthen our balance sheet and reduce 

our leverage ratio to position us for future opportunities. Turning to our leverage, as a result of the 

proceeds received from our IPO, net debt decreased by more than $230 million, which will reduce our 

annualized cash interest expense by approximately $30.0 million. Given our refinancing in June 

combined with our decrease in leverage, we expect consolidated interest expense in the third quarter 

of 2018 to be approximately $5.0 million.  

The effective tax rate year to date for 2018 is not a meaningful percentage as a result of interest expense 

associated with our legacy capital structure and one-time costs related to the transaction. We anticipate 

the 2018 effective tax rate to be between 27 and 29%.  

To conclude, we are pleased with the financial results we achieved over the last four quarters and are 

optimistic as we look to the future. On the revenue side, as the year progresses, we expect both rates 

and volumes to continue to increase. On the expense side, our costs are generally in line with our 

expectations and we continue to believe we have a significant opportunity to reduce our insurance 

expense over the next several quarters related to our recent installation of event recorders throughout 
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the fleet. As the year unfolds, we expect to see our rate increases outpace cost inflation as we continue 

to improve our margins. This outlook is based on where we are in the implementation of our internal 

initiatives and current broader market conditions.  

Before we open the call up for questions, I’m going to turn the call back to Eric for his final thoughts.  

Eric Fuller  

Thank you Eric, and thank you everyone for joining our initial earnings call. What I hope you take 

away is that we are optimistic on our operational outlook and we believe we are on track for the most 

profitable year in our organization’s history. Furthermore, we have had four consecutive quarters of 

year over year improvements in our Adjusted Operating Ratio, and we believe the company, absent a 

change in the macro economic conditions, will continue to see year over year quarterly Adjusted 

Operating Ratio improvement for the next six quarters. 


