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ITEM 2.02 RESULTS OF OPERATIONS AND FINANCIAL CONDITION
 August 15, 2005, Segmentz, Inc., issued a press release and held a conference call reporting its financial results for the second quarter of fiscal year 2005, which
ended June 30, 2005. A copy of the release and transcript is attached as Exhibit 99.1 and 99.2, respectively.
 
The information furnished herein, including Exhibit 99.1 and 99.2, is not deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section. This information will not be deemed to be incorporated by reference into any filing under the Securities Act or the
Exchange Act, except to the extent that the registrant specifically incorporates them by reference.
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Segmentz, Inc. Announces Second-Quarter 2005 Financial Results
 

Company Nears Completion of Restructuring With Sale of Bullet Business Unit
 
TAMPA, Fla. – August 15, 2005 – Segmentz, Inc. (AMEX: SZI) announced today financial results for the second quarter ended June 30, 2005.
 
For the second quarter of 2005, revenues increased by 36 percent to approximately $10.3 million from approximately $7.6 million for the second quarter of 2004.
The increase in revenue primarily relates to the Company’s acquisition of Express-1 in September 2004. Net loss for the second quarter of 2005 was
approximately $1.2 million, or $0.05 per share. This figure includes $375,000 in restructuring charges and compares with a net loss of approximately $394,000,
or $0.02 per share, for the same quarter last year. The Company’s EBITDA for the second quarter of 2005 was a negative $370,000. This compares with EBITDA
of a negative $308,000 for the year-ago quarter. Please refer to Table 1, included at the end of this news release, for a reconciliation of net income, as reported, to
EBITDA.
 
“During the second quarter, we focused the Company on its core growth driver: expedited transportation services,” said Michael Welch, Segmentz, Inc.’s newly
appointed Chief Executive Officer. “Express-1, our expedited transportation services operation, continued its impressive track record of growth and generated
approximately $7.2 million of our total second-quarter revenue. At the same time, management moved aggressively to complete what has been a lengthy period
of restructuring at Segmentz. During the quarter, we completed the sale of our Temple Trucking business unit and today announced the sale of Bullet. These
divestitures, coupled with our other recent restructuring actions, will help us significantly improve our quarterly financial performance.”
 
Additional Second-Quarter Financial Details
 •  Operating expenses, which consist primarily of payment for trucking services, fuel, insurance, cross dock facilities, equipment costs and payroll expenses,

were approximately $8.1 million for the second quarter of 2005. While these expenses were up approximately 30 percent from the second quarter of last year
due to the addition of Express-1, operating expenses were down four percent sequentially from the first quarter of 2005.

 •  Gross profit for the second quarter of 2005 was approximately $2.2 million, or 21.7 percent of sales. This is a significant improvement from gross profit of
approximately $1.3 million, or 17.8 percent of sales, for the year-ago quarter and $2.0 million, or 19.0 percent of sales, for the first quarter of 2005.



•  General and administrative expenses were approximately $3.3 million for the second quarter of 2005. This figure includes the aforementioned $375,000 in
restructuring charges. General and administrative expenses were $1.9 million in the year-ago second quarter and $6.6 million in the first quarter of 2005.
G&A expenses in the first quarter of 2005 included restructuring, exit and consolidation costs of approximately $3.6 million.

 
Subsequent Events
 On August 12, Fifth Third entered into an extension of Segmentz, Inc.’s $3.5 million line of credit. This extension will assure that the line of credit is in place
through the end of 2005. The pricing of the revolving line of credit will be 30 day LIBOR + 400 basis points.
 
Segmentz, Inc. also announced today that it has completed the sale of assets from its Bullet business unit to Bullet Freight Systems & Logistics, Inc. and Pedro
Betancourt and Maggie Betancourt. Bullet will purchase certain assets with a $33,000, 60-month promissory note with interest at the rate of 6% per annum. The
Betancourts will deliver to Segmentz, Inc. 160,000 shares of the Company’s common stock. Bullet will receive a two-year, $200,000 line of credit. Any
outstanding balances at the two-year maturity date shall be payable over 60 months at a rate of 6% per annum. All common stock purchase options issued by the
seller to the Betancourts shall be vested. Furthermore, the Betancourts released Segmentz from any and all future earn-out obligations under an asset purchase
agreement between Segmentz and the Betancourts, dated September 30, 2003. Also, the Betancourt’s will be paid a $20,000 consulting fee to provide the seller
assistance with the collection of the divison’s accounts receivable that remain with seller post closing, and other transitional issues.
 
“With the sale of Bullet, our divesting activities have ended and our restructuring is essentially complete,” Welch said. “We have streamlined our operations,
lowered our cost structure and focused the Company on what it does best – providing the industry’s finest expedited transportation services. In addition, we have
secured an extension on our line of credit, providing us with additional financial flexibility.”
 
“Our core market is in excess of $3 billion and is expanding rapidly,” continued Welch, “and through the first six months of the year, Express-1 has been
capturing additional market share. We have expanded our customer count to more than 925, an increase of nearly 40 percent year on year. This provides us with a
larger, more stable and diverse revenue base than ever before.”
 
“We also have added substantially to our recruitment staff, and this has enabled us to continue growing our fleet of owner operators,” Welch continued. “In
addition, we have been forging closer relationships with third-party carriers to supplement our internal transportation capabilities. As a result of this concerted
effort, Express-1 has posted



double-digit, profitable growth. Given that our entire company is now focused on expedited transportation service and is employing this same strategy, I believe
our prospects are bright for the quarters ahead.”
 
Financial Guidance
 Based on the Company’s financial results to date, current business conditions and the expectations of the Company’s new management, Segmentz, Inc. is
updating its guidance for the full year 2005. The Company expects to report revenues in the range of $38.5 million and $40 million for the year ended December
31, 2005 and EBITDA, excluding restructuring costs, is expected to be approximately breakeven. This compares with the Company’s previous guidance for
revenues in the range of $40 million and $45 million, and EBITDA of between $600,000 and $1.3 million.
 
Conference Call/Webcast Information:
 Management will conduct a conference call to discuss the Company’s second-quarter financial results. The conference call will take place at 11 a.m. ET, on
Monday, August 15, 2005. Those interested in accessing a live or archived webcast of the call should visit the Company’s website at http://www.express-1.com.
The conference call also can be accessed by dialing 877-407-9210 or 201-689-8049. A teleconference playback will be available until midnight on August 21,
2005. To listen to the playback, please call 877-660-6853 or 201-612-7415. Use Account #286 and Conference ID #163151.
 
About Segmentz, Inc.
 Segmentz, Inc. is a provider of premium transportation and logistics management services to its target client base, ranging from mid-sized to Fortune 500
companies. The Company’s services place an emphasis on ground expedited, air expedited and special handling services. Other services include: regional
trucking, dedicated delivery and supply chain management services. All Company services focus on same-day and next-day pick up and delivery, transporting the
freight in exclusive use trucks. The Company is committed to a strategy of continued growth through a non-asset based model. The Company has a state of art
24/7 call center utilizing a world-class communications technology and dispatch infrastructure that covers the 48 states and Canada. Segmentz, Inc. is publicly
traded on the American Stock Exchange under the symbol SZI. For more information about Express-1, the Company’s primary operating unit, visit
http://www.express-1.com.
 
Forward-Looking Statements
 This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements include
those related to the Company’s financial guidance for full-year 2005, and the Company’s ability to post profits and grow organically. These forward-looking
statements involve risks and uncertainties. Factors that could cause actual results to differ materially from those predicted in any such forward-looking statement
include the possibility that: it will be



unable to continue to lower costs; the development and customers’ acceptance of its transportation products, including acceptance by key customers, will not be
up to Company standards; it will experience pricing pressures; technology changes rapidly in the industry; growth of the transportation and third-party logistics
market, increased competition; it will be unable to attract and retain qualified personnel; it will be unable to identify and successfully consummate future
acquisitions; adverse changes in customer order patterns take place; and that adverse changes take place in general economic conditions in the U.S. and
internationally. These and other risks are detailed from time to time in Segmentz Inc.’s periodic reports filed with the Securities and Exchange Commission,
including, but not limited to, its report on Form 10-KSB for its fiscal year ended December 31, 2004. This filing can be accessed at a website maintained by the
SEC at www.sec.gov.
 
Use of GAAP and Non-GAAP Measures
 In addition to results presented in accordance with generally accepted accounting principles (“GAAP”), the Company has included in this report earnings
“EBITDA” with EBITDA being defined by the Company as earnings before interest, taxes, depreciation and amortization. The Company also excludes the
cumulative effect of a change in accounting principle, discontinued operations, and the impact of restructuring and other charges from the computation of
EBITDA. The Company also included some selected financial data related to the various acquisitions. For each non-GAAP financial measure, the Company has
presented the most directly comparable GAAP financial measure and has reconciled the non-GAAP financial measure with such comparable GAAP financial
measure.
 
These non-GAAP financial measures provide useful information to investors to assist in understanding the underlying operational performance of the Company.
Specifically, EBITDA is useful measures of operating performance before the impact of investing and financing transactions, making comparisons between
companies’ earnings power more meaningful and providing consistent period-over-period comparisons of the Company’s performance. In addition, the Company
uses these non-GAAP financial measures internally to measure its ongoing business performance and in reports to bankers to permit monitoring of the Company’s
ability to pay outstanding liabilities.
 
In order to provide consistent comparisons of year-over-year EBITDA, the following reconciliation is provided.



Table 1
 

   

3 months
ended

06/30/05

  

3 months
ended

06/30/04

 
Net loss as reported   $(1,211,000) $(394,000)
Income tax (benefit) provision    —     (215,000)
Interest expense    52,000   11,000 
Restructuring, exit and consolidation expenses    375,000   —   
Depreciation and amortization    414,000   290,000 
    
EBITDA   $ (370,000) $(308,000)

    
 

Segmentz, Inc.
Balance Sheet

June 30, 2005 (Unaudited)
 
Assets      
Current assets:      

Cash and cash equivalents   $ 708,000 
Accounts receivable, net of allowance of $578,000    5,160,000 
Prepaid expenses    247,000 
Other current assets    915,000 

   
Total current assets    7,030,000 

Property and equipment, net of accumulated depreciation    2,845,000 
Long-lived assets to be disposed of by sale    340,000 
Goodwill    1,759,000 
Identified intangible assets    4,848,000 
Loans and advances    101,000 
Other long term assets    1,942,000 
   
    $18,865,000 

   
Liabilities and Stockholders’ Equity      
Current liabilities:      

Accounts payable   $ 1,490,000 
Accrued salaries and wages    583,000 
Accrued expenses, other    1,413,000 
Line of credit    2,307,000 
Short-term portion of long-term debt    436,000 
Other current liabilities    28,000 

   
Total current liabilities    6,257,000 
   
Notes payable and capital leases    904,000 
Liabilities to be assumed by sale    140,000 
Other long-term liabilities    57,000 

Stockholders’ equity:      
Preferred stock, $.001 par value; 10,000,000 shares no shares issued or outstanding      
Common stock, $.001 par value; 100,000,000 shares authorized; 26,730,034 shares issued and outstanding    27,000 
Additional paid-in capital    20,471,000 
Accumulated deficit    (8,991,000)

   
Total stockholders’ equity    11,507,000 
   
   $ 18,865,000 

   



Segmentz, Inc.
 Statements of Operations (Unaudited)
 

   

Three Months Ended

  

Six Months Ended

 

   

June 30,
2005

  

June 30,
2004

  

June 30,
2005

  

June 30,
2004

 
Revenues:                  

Operating revenue   $10,290,000  $ 7,568,000  $20,639,000  $14,189,000 
      
    10,290,000   7,568,000   20,639,000   14,189,000 
      
Expenses:                  

Operating expenses    8,057,000   6,219,000   16,435,000   11,690,000 
      

Gross profit    2,233,000   1,349,000   4,204,000   2,499,000 
      

Sales, general and administrative expenses    2,903,000   1,947,000   5,912,000   3,650,000 
Restructuring, exit and consolidation expense    375,000       3,958,000     

      
Total sales, general and administrative expense    3,278,000   1,947,000   9,870,000   3,650,000 

Other expense    114,000       119,000     
Interest expense    52,000   11,000   76,000   82,000 
      
    3,444,000   1,958,000   10,065,000   3,732,000 
      
Loss before tax benefit    (1,211,000)  (609,000)  (5,861,000)  (1,233,000)

Income tax benefit provision        (215,000)      (435,000)
      
Net loss   $ (1,211,000) $ (394,000) $ (5,861,000) $ (798,000)

      
Basic loss per common share   $ (.05) $ (.02) $ (.22) $ (.04)

      
Basic weighted average common shares outstanding    26,730,034   23,960,827   26,717,672   21,443,788 

      
Diluted loss per common share   $ (.05) $ (.02) $ (.22) $ (.04)

      
Diluted weighted average common shares outstanding    26,730,034   23,960,827   26,717,672   21,443,788 
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Segmentz, Inc.
Second Quarter Fiscal 2005 Earnings Conference Call

August 15, 2005
11:00 a.m. EST

 
Operator
 Greetings, ladies and gentlemen, and welcome to the Segmentz, Incorporated second quarter 2005 earnings conference call. At this time all participants are in a
listen-only mode. A brief question-and-answer session will follow the formal presentation. If anyone should require operator assistance during the conference,
please press star zero on your telephone keypad. As a reminder, this conference is being recorded.
 
It’s my pleasure now to introduce your host, Mr. Jeff Curry, Secretary of the Board for Segmentz, Incorporated. Thank you, Mr. Curry, you may begin.
 
Jeff Curry - Segmentz, Inc. - Secretary of the Board
 Thank you, Dan, and hello to everyone and thanks for joining us this morning. I’m Jeff Curry, Secretary of the Board, at Segmentz, Inc.
 
With me on the call today is our CEO, Mike Welch, and CFO, Andy Norstrud. In just a moment they’ll walk you through our financial results for the second
quarter and detail our operational strategy going forward. But before we begin, I would like to remind everyone that this conference call may include forward-
looking statements within the meaning of the Private Securities Litigation Reform Act. The company has based these forward-looking statements on its current
expectations and projections as of today.
 
These forward-looking statements are subject to known and unknown risks, uncertainties and assumptions that may cause the company’s actual results, levels of
activity, performance or achievements to be materially different from any future results, levels of activity, performance or achievements express or implied by any
such forward-looking statements. Factors that might cause or contribute to such a material difference include, but are not limited to, those discussed in our Form
10-K SB for the year-ended December 31, 2004, as well as our Form 10-Q SB we will file later today with the SEC.
 
These filings can be accessed from the investor relations section of our website, Segmentz.com or Express-1.com. I’d like to note we’ll also refer to non-GAAP
financial measures including EBITDA or earnings before interest, taxes depreciation and amortization. A reconciliation of non-GAAP financial measures to the
most directly comparable GAAP measure is available in our second quarter financial results press release, which also can be accessed on our website.
 
And now I’ll turn the call over to Andy for a financial review. Andy.
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Andrew Norstrud - Segmentz, Inc. - CFO
 Thanks, Jeff, and good day everyone. Revenue for the second quarter of 2005 increased approximately 36% to $10.3 million from $7.6 million in the second
quarter of 2004. This increase is primarily attributable to Express-1. Operating expenses, which consist primarily of items such as driver and partner trucking
services, fuel and insurance costs, was approximately $8.1 million, resulting in a gross margin of approximately 22%. This compares with approximately $6.2
million in operating expenses and 18% gross margin a year ago. We expect that our gross margins will continue to increase going forward as we near the
completion of our restructuring activity.
 
SG&A expenses for Q2 were approximately $ 3.3 million compared to $1.9 million for quarter two, 2004. For the second half of 2005, we’re targeting SG&A
costs to range between $2 and $2.8 million per the quarter. This decrease in SG&A will largely be brought on by reduction of salaries, purchase services, travel
expenses and the other restructuring activities.
 
Restructuring charges for Q2, which is included in SG&A’s $3.3 million, was approximately 375,000. This primarily relates to employee costs, lease payments
and other accruals.
 
Our second quarter net loss was approximately $1.2 million, or $0.05 per share. EBITDA for the second quarter was a negative $370,000. Please refer to the
reconciliation in our press release and in our 10-Q for more details on this figure.
 
On the balance sheet, our balance of cash and cash equivalents was approximately $700,000 as of June 30th, 2005. This is down from $850,000 at year-end, but
up $270,000 from Q1, March 31st, 2005. This increase reflects the sale of our Lexington, Kentucky facility.
 
Now before I turn the call over to Mike, let me update you on our credit facility with Fifth Third Bank. On Friday, Fifth Third entered into an extension with us
on our $3.5 million line of credit. This extension ensures that our line of credit is in place through the end of 2005, which provides us additional financing
flexibility. The price of the revolving line of credit will be the 30-day LIBOR plus 400 basis points.
 
I’ll turn the call over to Mike for his discussion. Mike.
 
Mike Welch - Segmentz, Inc. – CEO
 Thanks, Andy, and good morning to all of you who have joined us today. We certainly have a lot to talk about and a lot to be excited about. As most of you know,
I was named the new CEO of Segmentz in late June. I had previously served as the president of the company and CEO of Express-1. Express-1 is an enterprise
that all of our stockholders will become more familiar with, and I believe come to embrace in the quarters ahead. Once the restructuring initiatives are behind us,
you will see a far different and more profitable company.
 
That company, due to the sale of assets we announced this morning, will be primarily Express-1. As you probably know, Segmentz acquired Express-1 in August
of 2004. We provide expedited transportation services. Essentially this is a high-priority cargo that links suppliers and manufacturers in a just in time model. This
model is continuing to gain popularity as companies continue to struggle with the high cost of carrying inventory.
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Additionally, these services are provided by a non-asset-based owner/operator model which reduces our need for capital acquisitions relating to equipment. Our
customer service and our technology from satellite tracking to EPA warning systems are unparalleled in the industry. And when we get a transportation call from
a company, it typically takes one of our trucks less than two hours to respond to the pickup site. In fact, National Logistics Management just presented us with the
Carrier Excellence Award. This is significant because in our industry it distinguishes us from 300 other carriers that NLM tracks on a continual basis. Back in
1989 I helped found Express-1 with only a few employees and trucks. Today, we cover the 48 Continental United States and Canada by ground. And we also
provide air charter services for our customers.
 
Our corporate strategy has been to narrow our focus on these expedited and premium transportation services. In June, we completed the sale of our Temple
Trucking business unit assets. This pickup and delivery business did not fit into our long-term plans for growth and profitability. In addition, we will be closing
our Tampa office and relocating our headquarters to the heart of the Midwest in Buchanan, Michigan. And as we announced in our press release this morning, we
have completed our divesting activities with the sale of Bullet Assets to Bullet Freight System and Logistics. These actions, of course, have lowered our
headcount and our break-even point. And I think I can safely say we are much stronger, more focused and a more profitable company today than at any point in
our recent past.
 
In addition to Express-1, our business going forward will include our Evansville operation, which provides dedicated delivery services to Ford Motor Company
auto dealers. Our current contract with Ford contributes approximately $4 million in annual revenues to us and runs through the end of 2007. What will this
company look like financially? In Q2, Express-1 generated sales of approximately $7.2 million. Add to this another one million from Evansville and you have a
company that generated approximately $8.2 million in revenue in Q2.
 
In addition to matters of scale, Express-1 has established a proven track record of growth and profitability. We have consistently maintained a double digit growth
rate since our founding, and this has continued following our acquisition by Segmentz in August of 2004.
 
Despite the challenging conditions we have experienced in our industry, Express-1 sales have increased 19% net of fuel surcharges during the first six months of
2005. And loaded miles for the first six months also have increased by 19% from a year ago. At the same time, our operation has consistently generated positive
EBITDA and net income.
 
How will you be able to track our progress going forward? First, you can look for us to complete our restructuring actions. We expect to incur an additional
$400,000 to $600,000 in charges. This will be primarily non-cash and most of it will be incurred in Q3. We’re looking forward to completing all of our
restructuring by year-end.
 
We will close our Tampa headquarters and relocate to Michigan by the end of the month. This will enable us to remove redundant administrative costs and lease
obligations.
 
You can also expect to see Express-1 continue its track record of growth. The market for services such as ours is in excess of $3 billion. And Express-1 is
experiencing strong demand. In fact, business has been
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outpacing capacity. As a result, we are aggressively seeking new owner operators. Our internal recruiting staff is now larger than ever, and we just recently
opened an offsite recruiting center in Ohio to increase our rate of expansion.
 
We’re also always trying to improve our driver retention. Those of you who are familiar with the trucking industry are well aware of the high turn-over rates that
companies experience. In the past, we’ve always done better than industry average for driver retention, and we aim to continue this trend. Since we pay our owner
operators per loaded mile, keeping our drivers busy is a key ingredient to retention.
 
Our focus on winning major national accounts has helped us expand our reach and has helped to increase loaded miles. Technology also plays a large role in this.
We are able to monitor the activity of our fleet on a real-time basis and dedicated our resources more effectively than many of our competitors. This results in
higher utilization and content and well-paid drivers.
 
We’ve also established a three-day orientation program for our new owner operators. This education program was developed by three former Express-1 drivers
who discuss various topics, including how owner operators can maximize their income with Express-1.
 
Now looking at sales, through the first six months of 2005, Express-1 has expanded its customer base by approximately 40%. The vast majority of these
customers will be repeat customers. How are we generating this growth? First, what we’ve done is we’ve doubled our internal sales force over the past year.
We’ve also created new programs for our sales force including incentives that reward new business generation. And we’ve created a telemarketing and direct mail
program that has generated many leads. These initiatives are clearly working well. In the month of July alone, for instance, Express-1 generated approximately
30% of its year-to-date new business. This growth in new business during one of our seasonally slowest months gives us a good indication that our business
initiatives are working.
 
Another statistic you can begin tracking is our ability to diversify our revenues. In Q2, approximately 56% of our revenue was derived from our top 20 customers.
This is down from 60% in the same quarter a year ago. Our new business efforts are aimed at expanding our customer base and broadening our sources of top line
growth. We also plan to expand our logistics department to augment our sales efforts.
 
Recently, we broadened our relationships with truckload carriers which has helped us reduce our capacity crunch. These truckload carriers are motivated to do
business with us due to our competitive rates and our national scope. These relationships augment our owner/operators providing us with additional capacity and
revenues.
 
In terms of our business outlook for the remainder of 2005, we are updating our financial guidance based on current market conditions, further due diligence and
on the actions we have taken to divest our Temple Trucking and Bullet business units.
 
I would like to remind everyone that our forward-looking information I’m about to provide is based solely upon estimates as of today August 15th, 2005. We now
expect that total revenue for 2005 will be in the range of $38.5 to $40 million. We expect that gross margins will grow approximately 24% by year-end and
EBITDA for the full year, exclusive of restructuring costs, is expected to be approximately break-even.
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Looking at continued operations, which again will consist of Express-1 and our Evansville operation, we expect that revenue will continue to increase at a clip
greater than 15% annually during the second half of the year. Therefore, we expect revenue in the range of $34.5 to $36 million in revenue from continuing
operations for the full year and approximately a half million dollars in EBITDA excluding restructuring.
 
Now, finally, I’d also like to thank Andy Norstrud for how he has contributed to Segmentz. Andy has served us very well as CFO and will be leaving the
company at the end of the month. We thank him for remaining with us through this transition period and wish him well on his future endeavors. At this point
we’re ready to open the call for questions.
 
Operator
 Ladies and gentlemen, at this time we’ll be conducting a question-and-answer session. If you would like to ask a question, please press star 1 on your telephone
keypad. A confirmation tone will indicate your line is in the question queue. You may press star 2 if you would like to remove your question from the queue. For
participants using speaker equipment it may be necessary to pick up your handset before pressing the star keys. One moment while we poll for questions.
 
Our first question is coming from Tony Tristani of Astral Capital. Please proceed with your question.
 
<Q>: Hi, guys. Thank you very much. Mike, I guess my first question is, can you repeat what you said about the month of July for Express-1? I think you said
you did 30% of your year-to-date business in the month of July, or it wasn’t very clear to me. Thank you.
 <A>: That would be year-to-date new business in the month of July.
 
<Q>: So new incremental customers, et cetera, that you’ve added this year, 30% of them you brought on in July?
 <A>: Yes.
 
<Q>: Okay. Thank you. And can you roughly give me a count where you are right now on owner/operators versus last year? It seemed like now you’re going into
the nip of your curve as far as the second half of the year where your business accelerates.
 <A>: Tony, going forward we hate to give the exact number for competitive reasons. But it certainly has been growing and some of the numbers we’ve talked
about in the past we’re working towards, and with our new recruiting efforts have been very, very successful.
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<Q>: Okay. Can you comment about, I mean historically, now that the business is predominantly Express-1, first can you — first, can you talk about the
profitability of the Evansville operation? My understanding that’s probably a little positive EBITDA on four million in revenue. I guess, first, you know is that
correct?
 <A>: Yes, that’s correct. They do or we have them forecasting at generating a positive EBITDA. And that contract runs through 2007. And they’ve also made
some very, very good changes there to help turn the tide in Evansville.
 
<Q>: So I guess we’re predominantly left now with your Express-1 operation and then any corporate overhead, et cetera, of being a public company, if I cross out
Evansville; is that correct?
 <A>: Yes, exactly.
 
<Q>: So I guess what I want to understand is, it seems like you’ve stripped out you know the noncore that you believe, operations that you want to keep. Express-
1 has had a history of pretty strong growth. Can you comment about maybe now that you’re pretty much predominantly Express-1, can you comment about
historically I believe your business model for Express-1 was close to, you know, double digit EBITDA margins, so can we kind of come up with our own roughly
growth rate for Express-1 and apply close to a double digit EBITDA margin then subtract out corporate overhead, is that the way to look at the business?
 <A>: I think right now, Tony, we’re not going to give guidance for 2006. Historically, as I think you know Express-1 has had a very consistent and profitable
growth, but we really don’t want to give guidance for 2006 at this point.
 
<Q>: Okay. Maybe you can comment about at the time of the acquisition, I guess, you guys made some public statements about where you thought Express-1 — I
mean my understanding was you guys put out some press releases at the time that Express-1 was supposed to do for the year last year $20 to $22 million revenue
in like over a 10% EBITDA margin. First am I correct in remembering that, and, two, it’s my understanding you guys exceeded some of those revenue ranges for
last year. Can you comment on that?
 <A>: Andy, would you have some of those?
 <A>: I mean, I’m not sure exactly what you referred to as that. But if you looked at the six months ended last year it was $10 million — $10 million plus with the
same 10% EBITDA you’re talking about, Tony, which was about a million dollars plus of EBITDA.
 
<Q>: Right.
 <A>: And, yeah, that’s what we had talked about before, is that they had well exceeded those for the year and what those expectations were for the 12 months.
But that’s typical, because the third quarter and fourth quarter are typically the better quarters than what you would have seen in the six months ended.
 
<Q>: Okay. So I’m not too — my understanding I’m not too far off where I’m thinking, can you talk about Express-1 now, Mike, what you’re trying to get the
corporate kind of overhead for being a public company to?
 

  www.Vcall.com  •  800-327-3400  •  Copyright © 2004 Vcall              6



Transcript
 
SEGMENTZ, INC.   SZI              Q2 Earnings Results Conference Call  Aug. 15 2005
 
I know you maintain a lot of charges. Some people have left, et cetera, can you talk about what your goal is to get non-Express-1 expenses down to?
 <A>: I think, Tony, we’re going to see significant savings. I’d hate to put an exact number on it. Ideally I think it’s going to be, you know —
 
<Q>: You’re talking about the number of people that are noncore Express-1 people that —
 <A>: We’ll be able to eliminate those positions with the exception of a CFO that are in Tampa right now. Some of the pieces that we’re running in Tampa
obviously will expire at the end of August. You’re also looking at some purchase services and things that we’ll definitely be able to work on in the next few
months.
 
<Q>: So basically in Buchanan, you’re going to handle the SEC filings, et cetera, Sarbanes kind of costs, et cetera. Is that going to be done by existing staff of
Express-1 or will it be one or two people working on that stuff?
 <A>: We’ll be using both accounting firms, as you will see some purchase services there. In the meantime it will be existing staff but we are searching for a new
CFO at this time who will do a lot of that work.
 
<Q>: Okay. And also work on operations.
 <A>: And I would guess you’re looking at SG&A reduction probably going forward of at least 5%.
 
<Q>: Reduction in the G&A, I guess?
 <A>: Yes.
 
<Q>: Okay. On the bank line, you’ve extended it to the end of the year. I mean obviously you’re going to need that liquidity kind of moving forward. I mean until
you get the free cash flow in the first half of next year. When you get the receivables in from the fourth quarter for the Express-1 operation. Can you talk about
what you’re doing to extend that beyond December 2005? I think it’s obviously important to get a permanent line in place for working capital, et cetera.
 <A>: Fifth Third, in fact, they’re meeting next week to discuss long-term extensions with us. We’ve had great communication between the Fifth Third and a very
strong partnership. I think they have definitely have faith in the direction that we’re going and certainly is important to do that. And I believe we’ll have that. And
their faith even extending through the end of the year was a positive note.
 <A>: Mike, just to add to that, the fact is it’s always been a one-year line of credit that’s renewed each year. And we really just wanted it extended through the
year-end to give our investors a little bit more sound — they have not expressed any desire to demand the note or anything else. It’s just a matter of, you know,
formality of them saying hey it’s going to go through the end of the year.
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<Q>: And my last question, I’ll go back into queue, my last question is, Mike, you talked about the tone of business, I guess, in the Midwest area, just overall, I
guess, with the auto manufacturers having extended plans, et cetera, obviously the July numbers were through the roof on auto sales. Can you talk about your tone
of business coming into your strong second half, please?
 <A>: I think I look at it as a positive. As you know, a lot of the inventory of the automobiles have been reduced significantly, which is a good thing, which should
keep the manufacturing going strong here into the fourth quarter. We feel very confident that it’s going to be a strong third and fourth quarter, as far as business
volume is related.
 
<Q>: The cash flow dynamics again are, will you — you have a strong second half and then kind of the cash flow from receivables that starts flowing in in the
month like January or February; is that correct.
 <A>: Yes. It’s definite. And also from the close of operations we’ll have some cash flow from those coming in without paying out any money going forward.
 
<Q>: Okay. And how much, you reported $700,000 in cash. How much into the line are you now?
 <A>: Andy, do you have that one?
 <A>: Basically we’re approximately $2.3 million into the line, if you net those two out we’re still better off than we were at year-end as far as cash flow
perspective is concerned. And that’s where you also get into, you know, it’s a little bit, you know AR is significantly decreased by approximately $1.8 million, I
believe through six months ended.
 
<Q>: Basically you have about two million in liquidity if I take cash plus what you have left on the line?
 <A>: Right.
 
<Q>: Okay. Thank you.
 <A>: Thanks, Tony.
 
Operator
 As a reminder, ladies and gentlemen, if you do have a question it’s star 1 on your telephone keypad at this time. Our next question is coming from Rick Murphy
of Cross River. Please proceed with your question.
 
<Q>: Good quarter, guys. The question I have is regarding the revenue guidance for ‘05. If I look at quarter one, quarter two, just the $7.2 and $6.9 million in
expedited and I get to about 16.1 million for the first half in expedited Evansville revenue. And I just double that and I add the four million of other, which I
assume disappears in the second half. That gets me about 36 million. The seasonally strong part of the year is coming up. Is that I guess overly conservative. I
looked at last year’s quarter three. It’s about ten million roughly in expedited. I assume that’s probably stronger this year. So just give me some I guess guidance
on the second half of the year, what we can expect from expedited.
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<A>: Conservatively speaking, you’re looking at the second significant months of the year will be 55% of the expedited revenue.
 
<Q>: 55%.
 <A>: 55.
 
<Q>: Okay.
 <A>: And again if business takes off like last year, it was the wild wild west. From all signs, it could happen again this year but we’re —
 
<Q>: So you’re historically having run Express-1, last year was somewhat of an anomaly, this year you think it could be 55, if we go back to —
 <A>: Yeah, certainly it’s a wait-and-see, but that conservative estimate of 55% is very comfortable.
 
<Q>: Okay. Great. Good work on the line of credit.
 <A>: Thank you.
 
<Q>: Talk to you guys.
 
Operator
 Our next question is a follow-up coming from Tony Tristani. Please proceed with your question.
 
<Q>: Thank you. I guess on the growth rate you mentioned earlier was the 15% plus. Did you say that’s kind of like what your model and goal is for, you know,
the stripped-downed company now which is predominantly Express-1, is that the goal you mentioned? I wasn’t clear.
 <A>: Yes, Tony, for 2005, correct.
 
<Q>: So 2005, the goal is to grow 15% plus in the Express-1. Is that ex-the Evansville?
 <A>: Yes, Evansville.
 
<Q>: That’s excluding that. So we’re kind of looking at Express-1, historically you’ve grown faster but you had a really good last year.
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<A>: Historically and so far this year we have, too. But again we’re looking at a model going forward and certainly numbers that we hope to obtain.
 
<Q>: Okay. And what’s the driver, we can go through the drivers of growing 15%, how much is that? How much are you growing — how much new customer
growth is that? How much is your existing customer kind of volume expectation?
 <A>: Well, we’ve mentioned, you know, earlier, that we have 40% more customers this year in 2005 than we did last year, 2004. So we’ve done it with new
customer growth, and probably as importantly when you look at our mix of business, the amount of business we do with the top 20 has gone down. And that’s a
good thing. We’ve certainly diversified our customer base.
 
<Q>: Sure. If you’re adding 40% more customers growing 15% plus, obviously it means one of two things, your business is slowing with other customers, or
there’s an initial gestation period where you add new customers.
 <A>: Tony, I think one of the things, even on a major account you’ll get your foot in the door, you’ll do a little bit with them, three months, six months, maybe a
year. And you try to move up on the pecking order. Instead of being the third call, maybe next year we’ll be the second call. And that’s done a lot, where we have
to prove ourselves to the customers and become a viable service to handle their expedited needs.
 
I will tell you one other change in Evansville, we did have an increase to our contract which will amount to about $300,000 per year in revenue, and that was just
renegotiating our contract, which will be helpful also.
 
<Q>: Is Evansville something you want to pursue, I mean as far as continue once it expires, or is that not really a focus of, you know, of the core business? Can
you make that a nice EBITDA business, or what’s the prognosis or that? Should we think of it as four million a year and potentially goes away?
 <A>: There’s certainly room for it to increase our EBITDA on Evansville. We’ll have to look at that as they go. But I do believe our Evansville office is well
managed. It really doesn’t take a lot of corporate IT or accounting or support time, and we’ll certainly review that when the new contract comes up for bid.
 
<Q>: Okay. And I guess back to the new customer growth, I mean that seems obviously very positive. How many in a typical year, let’s say I threw out a number
this year for Express-1 of like 33 million in revenue. How many customers does that entail? Is that a thousand customers? I’m just trying to see where your
average revenue per year per customer is to kind of gauge.
 <A>: Andy, do you want that?
 <A>: Tony, it would really be misguided to show that, because you’ve got customers that use us once a month and you’ve got customers that use us every day. So
it really is not indicative of what we’re doing to do an average customer. It really won’t show you, it’s not like, hey, everybody uses us $10,000 a year. You have
some that have million dollar transportation spend and others that are hundreds of thousands of dollars.
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<Q>: I understand. I guess what I’m trying to understand is in your prior experience at Express-1 when you had 40% customer growth in one year, did that bode
well for the next few years as far as your growth?
 <A>: I think one thing you can look at, too, is the dependence on the top 20 percentage of business with the top 20 customers. Those new customers have
definitely given us more flexibility and opened us to other markets. Dropping that percentage, I think you can attribute a lot of that to new customers.
 
<Q>: Going from 60% to 56%.
 <A>: Absolutely, yes.
 
<Q>: What drove that 40% increase in new customers? Was that national account initiatives you had or more salespeople? How did you drive that and is that a
model of trying to move forward? Can you continue to push on the new customer growth?
 <A>: We’ve done it with more salespeople. We’ve done it with inside sales effort, which has been very, very successful. We also have a direct mail campaign
that’s worked almost immediately. And obviously the major accounts that we’ve become more aggressive with over the past six months, that’s also worked. So I
would say a combination of all three of those initiatives have helped us grow the new customer count. And now the key is to service them, to do all we can do to
offer them the quality of service and they’ll be back and hopefully increase volume in the future. Along with that is really right now as importantly is to continue
our recruiting initiatives and to bring in more and more owner/operators as we go.
 
<Q>: Right. I mean on the owner/operator issue, you’re expanding your recruiting et cetera, et cetera. Is it a reasonable goal to be able to, let’s say — I’m not
saying this is a forecast — increase owner/operators at let’s say 25% per year? Are there people out there you just have to have effective programs to retain them
and recruit them?
 <A>: If we handle the growth that goes definitely hand in hand with sales growth. We also have developed some real good partnerships with truckload carriers
that are handling some of our truckload expedite. We also have partnerships with a lot of other expediters or competitors, where we help them out and they help
us out. And that’s helped us grow as we try to recruit and retain more owner/operators.
 
<Q>: My last question is on the earn outs that still have to get paid, one is Express-1 kind of meeting those goals and when is the next earn-out that has to get
paid?
 <A>: Andy, do you want to handle that one?
 <A>: Yeah, right now everything is on track for them to make all of their earn-outs. In 2006, during the first quarter, there would be a payment of approximately
$1.7 million, I believe. It’s in the Q. But only about $500,000 of it would be able to be in stock anyway. And it’s unlikely that we would want to do that, prices.
Going forward, after that point, it is the same thing it can be either in cash or in stock, it’s just whatever is best for the company.
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<Q>: Right. So I guess in Q1 you’ll start seeing the cash flow from the fourth quarter. So the cash flow that you’re going to be throwing off plus the line you have
and hopefully an extension, that’s where the cash flow will come from the earn-out.
 <A>: Correct.
 
<Q>: Thank you.
 <A>: Thanks, Tony.
 
Operator
 As a reminder, ladies and gentlemen, if you do have a question it is star 1 on your telephone keypad at this time.
 
Our next question is a follow-up coming from Rich Murphy. Please proceed with your question.
 
<Q>: Mike, just on the fuel costs. Given jet fuels assent, have you seen a lot of shipped items that would typically go via air coming into your network?
 <A>: I would say probably not, Rich, because our diesel fuel has gone up greatly even in the last three months. I think one part of the business where we’re
grabbing freight that used to be on air is just the difference and even with the 9/11 and with some of the security and, you know, the difficulty of getting consistent
air shipments on time. It’s more difficult than it used to be five years ago.
 
And as the ground expediters are continually growing, we’re grabbing a piece of that market anyway. Lastly, a lot of air today, we do work with some people, air
carriers, and they’re putting it on our trucks and selling it as air.
 
<Q>: Kitty Hawk just announced publicly that they’re looking to ship ground, not within your network but utilizing those segments.
 <A>: That’s becoming a practice as we go forward.
 
<Q>: Okay. So they were getting middled, I guess, by the ground guys, the shippers, the customer, the end customer saying I’m going to ship this, I’ll just take
two weeks and ship it expedited ground versus go air. So they want to try to get into that game. But otherwise, is the oil environment, you’re indifferent to that
environment?
 <A>: As oil prices go up, you worry, certainly worry about the general economy. And if it gets outrageous that it could hurt the general economy. But as far as
operationally, we use our fuel surcharge as a pass-through to owner/operators.
 
<Q>: Okay. Thanks, guys.
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Operator
 We show no further questions in the queue at this time. I’d like to turn the floor back over to management for further comments?
 
Mike Welch - Segmentz, Inc. – CEO
 I’d like to thank everybody for attending this call. We appreciate your time and attention this morning. We’re really, really excited about our prospects and
appreciate your continued support for the company. We look forward to speaking with you next quarter. Thank you.
 
Operator
 Ladies and gentlemen, this does conclude today’s teleconference. You may disconnect your lines at this time. Thank you for your participation.
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