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Anyone who says being an owner-operator is easy probably hasn’t 
tried it. Not only do you need the same professional driving skills as 
a company driver, but you have to look out for your own equipment 
and your own business. That’s a big job. 

Fortunately, plenty of  help is available. Overdrive editors and the 
experts at ATBS again have updated the industry’s best manual for 
the committed owner-operator. You’ll find exceptional depth on 
many issues in the 2012 edition of  Partners in Business, reflecting 
much of  the best research and advice from ATBS and Overdrive, 
which has 50 years of  experience publishing articles to help the 
owner-operator. 

ATBS, the nation’s largest and most technologically advanced 
owner-operator financial services company, helps its 40,000 clients to 
achieve levels of  profitability well above industry averages. Beyond 
this manual, ATBS can provide you with the ongoing financial 
service and advice that will keep you profitable. 

We hope you’ll find this manual useful, and we wish you the best 
as you tackle the challenging job of  succeeding as an owner-
operator. 

By the editors of Overdrive and the consultants of ATBS 

Partners 
in Business
2012 Edition
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the place of  competent professional legal and financial advice. While reasonable effort was made to 
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work hard, make more money, 
and have a more rewarding 
life, you have a good chance at 
success. The successful owner-
operator is driven above all 
else by the prospect of  fi nan-
cial payback for time and in-
vestment.

It’s a good time to pursue 
this dream. In tough economic 
times, when jobs can be hard 
to fi nd, the trucking industry 
stands as a relatively stable 
opportunity source. Tighter 
restrictions on driver health 
and safety and new hours of  
service regulations contribute, 
furthermore, in good times 
to a shortage of  skilled, safe 
and reliable drivers. Look-
ing further down the road, 

As an owner-operator, you enjoy more 
freedom from supervision than a com-
pany driver. You’re able to set your 
own hours and take time off  when you 
want. But those freedoms come with a 
big trade-off: the need to be fi nancially 
responsible and self-disciplined. The 

challenge is great, but 
for those who are suc-
cessful, the rewards are 
greater.
Why do you want to 

be an owner-operator? 
If  your answer is to 

Chapter 1

Take time to prepare for this big step 

Becoming an owner-operator

Freedom of choice, as it relates to schedule and other matters, is a prime reason to become 
an owner-operator. Those who are successful balance that sense of freedom with a healthy 
respect for the responsibility that comes with it. 
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it’s expected that driver sup-
ply will continue to fall short 
of  demand, and carriers will 
continue to find themselves in 
strong competition for drivers.

All this is good news for 
owner-operator income. The 
outlook at the beginning of  
2012 continued to be im-
proved from previous years. 
More carriers were offering 
big starting-pay hikes and 
sign-on bonuses to lessees. 
Better news is the increased 
revenue an owner-operator 
can realize. Owner-operator 
income averages 20 percent 
to 30 percent higher than 
company drivers’ pay.

QUALITIES 
OF SUCCESS
Most drivers who become 
owner-operators already 
know about the need to run 
a lot of  miles while driving 
safely and legally. But other 
qualities are important, too.

RESPONSIBILITY. Devel-
op your own business systems 
and set up a regular truck 
maintenance program. Plan 
for the hard times when your 
business is good. Set specific 
goals for where you want 
your business to go. These 
are musts. Owner-operators 
who take control of  their 
business will realize the fi-
nancial reward available with 
truck ownership.

RELIABILITY. Good cus-
tomer service is vital to your 
success. Being dependable 
means you’ll get the loads 

you need to get the revenue 
you want.

MOTIVATION. Without 
the desire to earn money, the 
freedom of  being an owner-op-
erator won’t amount to much 
when the truck payment is due. 
And this means being available 
to carry the loads and being 
smart in choosing the most 
profitable loads.

WILLINGNESS TO 

LEARN. Seek knowledge. 
Ask questions. No matter how 
much experience you may 
have, others are available who 
can help because they have a 
different perspective or differ-
ent experiences. If  you close 
your mind to new information, 
you will be shutting the door to 
a successful operation.

KNOW YOURSELF. Part 
of  being successful is know-
ing your limits and learning 
to overcome them. Know 
where you lack expertise and 
either gain the knowledge or 
enlist help. Capitalize on your 
strengths and seek to correct 
your weaknesses.

MECHANICAL APTITUDE. 

You may not have to do major 
work on your truck, but it helps 
to understand a truck’s systems 
and components and how they 
work together. Every dollar 
you save by doing simple tasks 
yourself  goes straight to your 
bottom line.

EXPERTISE 
AND ADVICE
Making the decision to 
purchase or lease your own 

truck is important. It re-
quires careful research. If  
you are new to trucking, 
consider getting at least one 
year of  driving experience 
to learn what it takes to be 
a safe and productive driver. 
Also, before making the 
decision to be an owner-op-
erator, talk to other owner-
operators about their expe-
riences, what they learned 
and what they would do 
differently if  they could. 
Remember, though, that in-
dividual opinions shouldn’t 
influence your decision too 
greatly.

The most successful owner-
operators start modestly and 
manage well. Until you learn 
the ropes of  owning your 
business, you will have to 
focus on managing both busi-
ness and personal expenses. 
As you build, you may even-
tually be able to afford some 
extras, as well as save for 
your future. 

By managing your busi-
ness, you can put extra 
money in your pocket. But 
you are responsible for a 
lot more, such as account-
ing, taxes, financial goals 
and your own rules of  
conduct. A strong finan-
cial services provider, such 
as ATBS, can provide this 
assistance and guidance. 
A partner who has a solid 
knowledge of  the owner-
operator market and the 
resources needed to help 
manage the business is crit-
ical to building profits.
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amount of  time. Some owner-
operators are fortunate enough 
to have a spouse or partner 
to handle the paperwork. But 
even if  this is the case, your 
spouse probably does not have 
the resources or experience 
necessary to help you maxi-
mize your take-home profi ts – 
or to warn you when your costs 
are unreasonably high. 

Many owner-operators fail 
within the fi rst few years, as 
do most small businesses. New 
owner-operators and experi-
enced operators who need help 
should choose a business ser-
vices provider that understands 
their business model. A good 
services provider often can save 
you an amount of  money that 

As an independent business owner, 
your primary goal is to make more 
money. That’s why you made the de-
cision to purchase or lease your own 
truck. The challenge lies in holding on 
to more of  the money you make, espe-
cially as expenses increase. You have to 

pay for your own plates, 
permits, fuel taxes, fed-
eral highway use taxes, 
maintenance, insurance 
and more. 
Keeping track of  it 

all takes a substantial 

Chapter 2

Picking this fi nancial lifeline involves more than just tax preparation concerns
Selecting a business services provider
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more than covers the annual 
service fee.

Such a provider should be 
able to give you all the tools 
necessary for running a profit-
able trucking business. These 
include:

BUDGETING. A budget is 
akin to a plan that helps you 
oversee your business and con-
trol your future, including both 
business and personal expenses. 

BOOKKEEPING. Sort-
ing and tallying receipts and 
settlements can take several 
hours a week. A good business 
service that does your book-
keeping can, in effect, give you 
back that time. 

PROFIT AND LOSS 

STATEMENTS. These tools 
provide snapshots of  your 
business’ health. A profit and 
loss statement shows your rev-
enue, fixed costs, variable costs 
and net income. 

BENCHMARKING. This 
is the practice of  comparing 
your business to the rest of  the 
industry to decide what chang-
es may be needed to maximize 
your profitability.

TAX COMPLIANCE. Many 
of  the federal and state in-
come tax rules regarding 
trucking are complex and 
constantly changing. You need 
a business services provider 
with tax expertise in trucking, 
as well as a Certified Public 
Accountant to support you if  
you’re audited. 

BUSINESS CONSULT-

ING. A good business service 
provides continual support 
through business consulting to 

help you better understand the 
essential tools of  business and 
use them effectively. 

FINDING THE 
RIGHT MATCH
Choosing a business services 
provider is an important step 
that should be taken carefully. 
Consider these criteria to 
make your choice:

• How long has the provid-
er been in business and serv-
ing the trucking industry?

• Does the provider under-
stand where the industry is 
headed?

• Is the company large 
enough to invest in and 
provide the best resources, 
people, systems, products and 
services?

• What is the size of  and 
who makes up the provider’s 
customer base?

• Is that base large enough 
to provide meaningful bench-
marking and comparison 
data?

• Is the customer base com-
prised of  recognized and suc-
cessful owner-operators and 
fleets?

• Does the tax staff  hold 
professional tax credentials 
and have trucking-specific 
expertise?

• Does the provider and its 
tax department provide audit 
support by CPAs or enrolled 
agents if  a client is audited? 

• Does the provider under-
stand how trucking compa-
nies and the industry operate?

• Does the provider offer 

an assigned consultant, or do 
you typically speak with a dif-
ferent person every time you 
call?

• How does the provider 
charge?

WORKING
TOGETHER
Work with your business ser-
vices provider to determine key 
issues to address in your opera-
tion. Based on this information, 
your consultant should help you 
complete your budget and fill in 
any missing information. Once 
completed, your budget will 
help you manage expenses so 
you can run a successful opera-
tion. It will allow you to make 
any necessary changes to your 
business on a monthly basis 
instead of  at tax time, when it’s 
often too late.

Professional assistance
ATBS, co-author of this manual 
and presenter at the Partners in 
Business seminars, is the nation’s 
largest owner-operator business 
services provider. ATBS has years 
of experience in the trucking 
industry and partnerships with 
most major owner-operator fleets. 

The Denver-based firm 
provides bookkeeping, budgeting, 
profit and loss statements, tax 
compliance and consulting 
services for more than 40,000 
owner-operators. It can use its 
extensive database to pinpoint 
dozens of owner-operator 
benchmarks — measurements 
of key operations — that are not 
available elsewhere.
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A business plan helps you 
make ends meet. It shows you 
exactly how much money is 
needed for expenses, where it 
will be spent, and how much 
you can afford to pay yourself. 
Your business plan should 
show all sources of  income 
and costs, while taking into 
account industry averages, 
personal expenses and cash 
fl ow. And it should provide 
this complete fi nancial picture 
in weekly, monthly and annual 
detail. 

Creating a business plan can 
be a source of  great personal 
satisfaction as well as an im-
portant contributor to the suc-
cess of  your business. It also 
allows you to know when you 

A business plan is one of  the most ef-
fective business tools you’ll ever use as 
an owner-operator. Think of  it as a 
roadmap that allows you to track in-
come and expenses over time, with the 
goal of  reaching your desired fi nancial 
rewards. Just as every load you pick up 

requires a bill of  lad-
ing with a consignee 
or destination that tells 
you where it goes, your 
business requires a plan 
to successfully move 
forward. 

Chapter 3

Build for the future with a strong owner-operator business plan and yearly budgets

Creating your fi nancial map

Budgeting can stack the chips 
in your favor by giving you clear 
revenue targets and insight into your 
operational and household needs.
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have reached your break-even 
point – after which every extra 
mile driven puts more money 
in your pocket. 

Experienced owner-oper-
ators will tell you that work-
ing without a business plan 
is like sitting in the bed of  a 
moving pickup truck looking 
backward. You can see where 
you’ve been but not where 
you’re headed.

GETTING STARTED 
The best time to begin the 
planning process is before 
you even start your busi-
ness. The process will give 
you targets to shoot for, and 
these can later be compared 
with your actual financial 
performance to see where 
adjustments are needed to 
maximize profits. Even if  
you already have started your 
business, it is not too late to 
think about planning. 

If  you have run into prob-
lems, planning can help 
begin your recovery and 
improve the performance 
of  your business. In its sim-
plest form, the business plan 
should identify your revenue 
(or gross income) and your 
expenses. Without knowledge 
of  your revenue and expens-
es you can only guess at how 
your business will perform. 

All personal household ex-
penses also should be includ-
ed. While your books may 
reflect a profitable business 
operation, you may fall short 
of  your personal needs and 

desires if  household expenses 
are not included. If  you’re 
serious about your success, 
sit down with your spouse or 
business partner and identify 
all of  your personal and busi-
ness income and expenses. 

BE REALISTIC
As you work through this 
process, collect as many of  
your settlement statements, 
bills and receipts as possible. 
Accumulate three to four 
months of  expenses to prop-
erly reflect your spending 
habits. Don’t forget to budget 
for savings, estimated taxes, 

unexpected situations and 
lean times. 

If  you lack past data for 
developing your business 
plan, do your best to estimate 
what you expect to encoun-
ter. Remember to be con-
servative in estimating your 
income and slightly overesti-
mate your expected expenses 
so you don’t start out with 
a flawed plan. If  there is 
money left over, place it into 
savings for those unexpected 
emergencies. If  you need 
help, a business services pro-
vider that understands truck-
ing can help. 

Owner-operator budget
Owner Operator Budget / Business Plan:
Joe Trucker
January, 2012 WEEKLY MONTHLY ANNUAL CENTS 

PER MILE
% OF 

REVENUE
MILES:

903,2dedaoL seliM                              10,000      120,000
511ytpmE seliM                                 500           6,000

  Total Miles 2,425                             10,500      126,000

INCOME:
%8.7600.09004,311054,92812emocnI egaeliM
%2.2357.24868,35984,47301emocnI egrahcruS leuF

912,3emocnI latoT  $13,939 $167,268 $132.7               100.0%

EXPENSES:
Fixed Costs:

%9.2141.71006,12008,1614tnemyaP kcurT
%0.000.0000tseretnI kcurT
%3.117.1061,208124selacS ,slloT ,TUHF ,stimreP ,esneciL
%2.116.1820,296193ecnarusnI egamaD lacisyhP
%2.092.0063037ecnarusnI ssenisuB rehtO
%4.025.00665531ytilibaiL gnikcurT-noN
%2.116.1820,296193ecnarusnI pmoC kroW
%6.367.4000,6005511ecnarusnI noisiV ,latneD ,htlaeH
%5.076.00480761stsoC gnitnuoccA dna lageL

Total Fixed Costs: 687 2,973 35,676 28.31 21.3%
Variable Costs:
Fuel 1288 5 575 66 900 53 10 40 0%Fuel 1288 5,575 66,900 53.10 40.0%

%4.075.00270641xaT leuF
%7.526.7006,9008581sriapeR /ecnanetniaM
%0.000.0000robaL edistuO
%8.050.1023,101152noitacinummoC
%3.034.00455401esnepxE letoM
%2.092.0063037sesnepxE eciffO
%0.000.0000segrahC ynapmoC
%0.000.0000seilppuS
%7.059.0002,100132esnepxE suoenallecsiM
%2.8400.46046,08027,6255,1:stsoC elbairaV latoT

932,2sesnepxE latoT  9,693 116,316       92.31 69.5%

189XAT EROFEB EMOCNI TEN                                   4,246         50,952             40.44 30.5%

PERSONAL EXPENSES
%4.541.7000,9057371ylimaF troppuS ot yenoM
%3.983.21006,51003,1003egagtroM ro tneR
%9.218.3008,400429stnemyaP elibomotuA
%0.000.0000sneiL xaT
%0.000.0000troppuS dlihC
%0.000.0000ynomilA

004,200264sesnepxE lanosreP .csiM
%0.9142.52008,13$056,2$216$sesnepxE lanosreP latoT  

963HSAC TEN LATOT                                   1,596          19,152              15.20 11.4%

MILES TO BREAK EVEN (NUT) 1,889 8,179 98,144

51.542sexat rof %52 evaS $

$

$ $ $ $

$ $ $ $

$ $ $ $

$

As part of your planning, it’s a good idea to set aside 25 percent of budgeted net income 
for tax payments — here equivalent to $245.15.
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the information. The more 
organized and thorough you 
can be in your receipt gather-
ing, the better. 

You can make the task of  
bookkeeping as easy as pos-
sible by following six simple 
practices that translate to 
higher profi t with less hassle: 

1SAVE EVERY RECEIPT, 
NO MATTER HOW 

SMALL. Why “tip” the tax-
man? It’s the job of  your 
business services provider 
to help you deduct as many 
legitimate costs as possible. 
Place an envelope in your 
truck for collecting your 
receipts and send them at 
the end of  each month to 

Bookkeeping is one of  the most im-
portant activities of  successful owner-
operators. The receipts and records 
you keep are used in a number of  areas 
of  your business: income tax report-
ing and minimization, warranty issues, 
maintenance information and monthly 

profi tability, to name 
just a few. 
A business services 

provider can save you 
time with this task, but 
you will need to take an 
active role in collecting 

Chapter 4

Tracking progress, fi ling income taxes and maximizing your bottom line
Bookkeeping

Saving receipts in all categories will be key in 
keeping track of business costs to set against 
revenues to determine performance.
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your business services pro-
vider, who can sort and tally 
them and provide you with 
a monthly profit and loss 
statement as well as accurate 
quarterly tax estimates. If  
you’re building spreadsheets 
on a laptop or using online 
software such as that avail-
able at mygauges.com (see 
sidebar), the receipts are 
still crucial in case you are 
audited. Scanned images of  
receipts are acceptable, but 
ATBS recommends keeping 
the paper for any big-ticket 
item for warranty purposes. 
The business services pro-
vider scans all members’ 
receipts and provides a CD 
with the data to the operator 
at the end of  the year. 

For easy reference, a list 
of  deductible items is shown 
in Appendix 4. If  you’re 
not sure if  something is tax-
deductible, save the receipt 
and check with your business 
services provider.

2OPEN A SEPARATE 
CHECKING ACCOUNT 

FOR YOUR BUSINESS. If  
you are the sole owner of  the 
business, open an additional 
personal account and save 
yourself  the extra fees that 
are associated with business 
accounts. You should deposit 
your settlement checks in this 
account and then pay your-
self  for driving from these 
funds. The amount to pay 
yourself  is determined by 
your budget. 

You also should pay all 

Creating basic monthly income/
expense reports, profit and 
loss statements (see Chapter 5) 
and tax reports is more easily 
accomplished with simplified 
record-keeping. Business 
services help greatly here, but 
for those not utilizing a service, 
a simple process for gathering 
and organizing your paper 
receipts, combined with an 
online software tool or custom 
spreadsheets on your computer, 
can allow you to input your own 
data and do the computations 
with the least amount of effort to 
create the reports: 

• Go to an office supply store 
and pick up a 21-pocket expanding 
folder, blank labels for the folders, 
a stapler and a desktop calculator 
with a register tape. Fill out the 
pocket labels with the categories 
listed in the box. Some will not 
apply if you don’t employ another 
driver or have space devoted to 
an office or shop.

• Every category must be 
business-related. For example, 
car expenses apply only to 
business-related trips, such as to 
your truck dealer or repair shop.

• When you get a receipt, drop 
it in the corresponding pocket. 
Fuel, settlements — any expenses 

document should have a place to 
be filed.

• At the end of each month, 
schedule two hours to do your 
accounting. You will soon find you 
can get this done in less time. 

• Add the receipts in the 
folder’s first pocket. Staple 
the register tape to the 
corresponding pile of receipts 
and drop them back in the same 
slot. Since they are stapled, 
they won’t get mixed with new 
receipts. Do the same for the 
remaining categories. 

• Supplement this system 
by starting to write down your 
odometer reading on the first of 
every month. This allows you to 
track total monthly miles and then 
calculate your true income per 
mile and all of your costs per mile. 

• Using online software 
— such as the mygauges.com 
software created by Overdrive 
Dollars & Sense columnist and  
Trucking Business & Beyond 
radio host Kevin Rutherford – or 
spreadsheet programs, create a 
monthly entry for each of your 
categories. Then enter the data 
from your settlements. Use the 
software or spreadsheet data to 
create your reports and manage 
your business. 

Expense categories
• Car expense
• Fees & commissions
• Insurance
• Interest paid
• Legal & accounting
• Office supplies
• Rent or lease
• Repairs & 

    maintenance
• Non-office supplies
• Taxes & license
• Travel
• Meals & 
    entertainment
• Utilities
• Wages & payroll 

• Fuel, oil & additives
• Scale fees
• Tolls & parking
• Load & unload
• Physicals & drug 
    testing
• Uniforms & laundry 
• Settlements

Simplifying record-keeping
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business expenses from this 
account. A separate account 
also will give you easy ac-
cess to all of  the information 
needed in case you are ever 
audited, and bank fees for 
this account are tax deduct-
ible.

3USE A SEPARATE 
CREDIT CARD FOR 

BUSINESS EXPENSES. 
Try to find a credit card 
without an annual fee and 
with a low interest rate and, 
ideally, a generous rewards 
plan. Pay the balance in full 
every month. 

4SAVE YOUR LOG 
BOOKS. Your log book 

is your best record of  your 
entitlement to per diem 
(daily) expenses, mainly meal 
costs. If  you’re using elec-
tronic logs, know how to save 
and access your history. 

5GET A NOTEBOOK TO 
CARRY WITH YOUR 

RECEIPT ENVELOPE. 
Use this notebook to record 
those expenses for which you 
cannot obtain a receipt, such 
as when you wash your truck 
at a coin-operated facility, 
personal use of  your auto, 
etc. Give a record of  these 
expenses to your business 
services provider monthly 
along with your other re-
ceipts. You must track the 
date, location, amount and 
reason for each expense 
to meet Internal Revenue 
Service regulations. Special 

circumstances include:
ENTERTAINMENT. Ex-

penses for entertaining your-
self, such as video rentals or 
books, are not deductible. 
However, if  you entertain a 
business associate, such as 
a fleet manager or shipping 
clerk, the expense is deduct-
ible. Write down the cost of  
the expense, the date, names 
of  who was there, and the 
purpose of  the meeting. 

BUSINESS GIFTS. If  you 
make a gift to a business as-
sociate, such as a dispatcher 
or a customer, record the 
cost, date, description of  the 
gift, the name of  the recipi-
ent and the relationship to 
you. 

TRANSPORTATION. For 
use of  a personal vehicle for 
business, you should include 
the cost of  the car and im-
provements, the date you 
started using it for business, 
the mileage for each busi-
ness use, and the total miles 
for the year. You also should 
include your business desti-
nation and purpose of  each 
trip. 

6SAVE YOUR RE-
CORDS. You must keep 

the records that were used 
to prepare your tax return 
(records that support income 
and deductions) for at least 
three years from the date you 
filed the return. 

Other records you will 
need to keep for your busi-
ness are:

ESTIMATED IRS TAX 

PAYMENTS. This is ex-
tremely important for your 
business services provider as 
this information is reported 
on your tax return.

MONTHLY PROFIT AND 

LOSS STATEMENTS. Com-
pare your profitability and 
expenses to your budget 
monthly so you can be sure 
you are maximizing your 
profits.

INSURANCE PAPERS. 
If  you file a claim, you will 
want to have this information 
at your fingertips. 

MAINTENANCE RE-

PORTS AND RECORDS 

FOR YOUR TRUCK. These 
will be important for repair 
and warranty issues and the 
general maintenance of  your 
truck.

WARRANTY INFORMA-

TION. This should be im-
mediately available to keep 
your truck on the road and 
avoid unnecessary downtime 
and minimize maintenance 
costs. Most major parts you 
purchase also will have a 
warranty.  

REGISTRATION INFOR-

MATION. Required by fed-
eral and state authorities. 

SETTLEMENT STATE-

MENTS. These will be used 
to determine your income 
and expenses, and should be 
kept for your business ser-
vices provider. 

CANCELED CHECKS, 

BANK STATEMENTS, BUSI-

NESS CREDIT CARD STATE-

MENTS. These are your proof  
of  truck-related expenses.
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statement should tell you 
how many miles you drove, 
what your revenue was, what 
your costs were and how 
much money you made dur-
ing the month – your profi t 
or loss.

Building a P&L monthly 
allows you to track progress 
month to month to see if  you 
are improving. The statement 
should include ratios like 
cents per mile and percent of  
revenue so you can analyze 
your performance. You also 
will be able to compare your 
profi t and loss statement to 
your budget to see if  you are 
on track with your plan.  

In addition, the statement 
should have a year-to-date 
(YTD) column that accumu-

All your records should be accu-
mulated throughout the month and 
turned into a profi t and loss state-
ment, also called a fi nancial state-
ment or a statement of  earnings. 
Gather settlement statements and 
receipts into like categories and total 

up at the end of  the 
month. Then incor-
porate your operating 
information in a con-
sistent format to make 
the profi t and loss 
statement. The 

How to interpret your monthly fi nancial scorecard

Profi t and loss statememt 

Chapter 5

Rigorous comparison of your 
business to those of your peers 
can help you set benchmarks 
for your business performance, 
a key component of needed 
ongoing analysis. 
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lates each month into a total 
for the whole year.  

Successful owner-operators 
have to know how to adjust 
for changing conditions. If  
they don’t, their profitability 
probably will decline. Are 
fuel prices low or high? What 
about insurance costs? Is the 
economy growing? What do 
industry analysts say about 

conditions in the months 
ahead, and how should you 
respond? The answers always 
are changing, and your strat-
egies should change as well.

Use your personal P&L 
statement to determine what 
changes to make. Make it 
part of  your routine to com-
pare your P&L report with 
your budget and figure out 

exactly what changes you 
need to make to maximize 
profitability.

Compare yourself  with 
other owner-operators. 
Comparisons help you un-
derstand changes underway 
in the trucking industry and 
what other drivers are do-
ing to adapt. But be care-
ful: some comparisons are 
dangerous. Casually com-
paring settlement checks 
in the driver’s lounge, for 
example, can mislead you 
into thinking you are doing 
better or worse than you re-
ally are. It’s more effective 
to compare revenue and 
what other operators are do-
ing to achieve revenue, and 
also what they are doing to 
reduce costs and minimize 
waste. If  you are not do-
ing as well in some areas as 
other operators are, it is up 
to you to solve the problem. 

A good way to compare is 
through benchmarking. This 
is the key to understanding 
the big picture – not just 
where you stand in relation 
to a few other operators but 
to the industry as a whole. A 
good business services pro-
vider can provide key bench-
marks, or averages, such as 
cost per mile for dry van 
haulers. Such data can help 
you analyze where you’re 
performing well and where 
you need to make changes.

December 2011 profit and loss statement

 Dec 2011    YTD 2011
 MILES:
 Miles Loaded 8,395 92.79% 116,008 89.95%
 Empty Miles 652 7.21% 13,080 10.05%
 Total Miles 9,047 100.00% 129,088 100.00%

   Dec 2011 Cents Per Mile % Rev YTD 2011 Cents Per Mile % Rev
 INCOME:
 Mileage/Percentage Income $8,323 92.00 71.07% $118,412 91.73 72.78%
 Fuel Surcharge Income $3,275 36.20 16.00% $40,030 31.01 24.60%
 Miscellaneous/Accessorial Income $55 0.61 12.93% $4,261 3.30 2.62%
 Total Income $11,653 128.81 100.00% $162,703 126.04 100.00%
 EXPENSES:
 Fixed Costs:
 Truck Payment $1820 20.12 15.62% $21,840 16.92 13.42%
 Trailer Payment $0 0.00 0.00% $0 0.00 0.00%
 FHUT $53 0.59 0.46% $561 0.43 0.34%
 License, Permits, Tolls and Scales $180 1.99 0.00% $2,160 1.67 1.33%
 Physical Damage Insurance $162 1.79 1.93% $1,972 1.53 1.21%
 Bobtail Insurance $75 0.83 0.39% $795 0.62 0.49%
 Work Comp/Occ Acc Disability $173 1.91 1.00% $1,820 1.41 1.12%
 Health, Dental, Vision Insurance $369 4.08 3.78% $2,288 1.77 1.41%
 Wages $0 0.00 0.00% $0 0.00 0.00%
 Legal and Accounting Costs $65 0.72 0.56% $780 0.60 0.48%
 Total Fixed Costs: $2,897 32.02 24.86% $32,216 24.96 19.80%
 Variable Costs:
 Broker Fees $0 0.00 0.00% $0 0.00 0.00%
 Fuel $5,002 55.29 31.98% $66,141 51.24 45.21%
 Reefer Fuel $0 0.00 0.00% $0 0.00 0.00%
 Fuel Tax $83 0.92 0.66% $416 0.32 0.23%
 Routine Truck Maintenance/Repair $624 6.90 1.91% $9,642 7.47 2.97%
 Depreciable Truck Repair $0 0.00 0.00% $0 0.00 0.00%
 Outside Labor $0 0.00 0.00% $161 0.12 0.00%
 Communication $88 0.97 0.11% $928 0.72 0.08%
 Business Travel/Other $0 0.00 0.00% $0 0.00 0.00%
 Motel/Hotel $45 0.50 0.00% $225 0.17 0.00%
 Office/Education Expenses $27 0.30 0.00% $162 0.13 0.00%
 Computer Purchase $0 0.00 0.00% $0 0.00 0.00%
 Company Charges $0 0.00 0.00% $0 0.00 0.00%
 Uniforms/Laundry Supplies $0 0.00 0.00% $0 0.00 0.00%
 Small Tools and Truck Supplies $22 0.24 0.00% $189 0.15 0.00%
 Depreciable Tool Purchase $0 0.00 0.00% $0 0.00 0.00%
 Miscellaneous Expense $114 1.26 0.00% $879 0.68 0.03%
 Total Variable Costs $6,005 66.37 51.53% $78,743 60.61 48.53%
 Total Expenses $8,902 98.39 76.39% $110,959 85.96 68.20%
 NET INCOME BEFORE TAX $2,751 30.41 23.61% $51,744 40.08 31.80%
 Cash Advances $1,080 6.29 5.17% $6,562 5.27 4.18%

This profit and loss statement example from ATBS includes valuable operating 
information, such as percentage of revenue calculations for expenses. Typically, 
the firm also notes items where the operator is performing particularly better 
or worse than his/her peers. With more than 40,000 owner-operator clients, it is 
the only business services provider in the country with such a large database for 
comparison, enabling it to compute key benchmarks with considerable accuracy.
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check is coming your way. 
Why? Because pay per mile 
must always be kept in bal-
ance with gross revenue. 
Gross revenue is the total 
revenue paid to you by a 
carrier. It can include fl at 
mileage pay, mileage pay that 
varies by length of  haul, per-
centage of  revenue pay, load-
ing/unloading pay, detention 
pay, stop in transit pay, fuel 
surcharge pay, toll or scale 
reimbursement, etc.

In the following example, 
Carrier 1 pays 95 cents per 
mile and pays the owner-
operator a fuel surcharge and 
for unloading. Carrier 2 pays 
70 percent of  the revenue 
of  the load, but no other ex-
penses. Which carrier would 
you work for?

COMPARING DIFFERENT 
METHODS OF PAYMENT
Load from Stillwater, Okla., to 
Jacksonville, Fla. – 1,120 miles

Carrier No. 1 pays by the mile:
Mileage pay = 1,120 miles @ 95 cents 

per mile = $1,064
Unloading pay = $45
Fuel Surcharge of 29 cents per mile 

= $325
Gross revenue to driver = $1,434
Gross pay to driver = $1,434 divided by 

1,120 miles = 1.28 cents per mile

Carrier No. 2 pays percent of rev-
enue:

$2,032 gross revenue to carrier on 
load

Percent of revenue pay = $2,032 x 
70% = $1,422

Gross pay to driver = $1,422 divided by 

1,120 miles = 1.27 cents per mile

There’s more to revenue than pay per mile

Understanding 
your earnings 

Chapter 6

Understanding 
your real 
earnings means 
looking beyond 
pay per mile 
to steer your 
business in the 
right direction.

Most owner-operators are paid on 
a per-mile basis or a percentage of  
revenue per load. The per-mile basis 
is most prevalent. Pay per mile tends 
to dominate discussions about pay 
because it is easier to measure, and 
pay per mile often is wrongly used 

as the deciding factor 
in the decision about 
leasing to a carrier. 
While pay per mile is 

vital, it’s not a cure for 
every ill. Nor does it 
mean a big settlement 
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It would appear before do-
ing the calculation that you 
are better off  driving for the 
company that pays a per-
cent of  revenue. However, 
after figuring your percent 
of  revenue pay, you make 
$12 less on a percentage pay 
scale, or 1 cent less per mile. 
This example doesn’t mean 
mileage pay always is better, 
rather it illustrates how pay 
can differ among carriers. 

Too often, operators over-
look the importance of  gross 
revenue. Some will change 
carriers for a cent per mile 
difference, but sacrifice 
$10,000 of  gross revenue 
by making the change. By 
focusing on just one element 
of  revenue, you can miss the 
big picture. 

Pay per mile, unless your 
carrier offers bonus mile-
age pay for shorter hauls 
or other variations, usually 
is consistent from month 
to month and year to year. 
Gross revenue is far less con-
sistent, and any changes can 
have a disastrous effect on 
your fortunes as an owner-
operator. Variables affecting 
gross revenue include weath-
er, economic conditions, 
seasonal factors, changes to 
aspects of  your company 
such as its sales and market-
ing personnel and customer 
base, communications, lanes 
of  operation, competition, 
compliance with regulations, 
and average length of  haul.

While you have no control 
over most of  these, some of  

the ways you can help man-
age your gross revenue are:

DETERMINE A REASON-

ABLE NUMBER OF MILES 

YOU EXPECT TO RUN. 
This goal-setting estimate 
requires careful considera-
tion of  factors such as your 
age, experience, motivation, 
financial goals, health, per-
sonal and family needs, and 
the condition of  your tractor 
or trailer and may include 
estimates of  average length 
of  haul.

MEASURE RESULTS 

FREQUENTLY. Does your 
performance match your ca-
pacity? Does it match your 
goal? If  it doesn’t, find out 
why and how to correct it. 

MANAGE TIME. You are 
your own boss and in con-
trol of  how you use your 
time. The time you spend 
driving and delivering loads 
determines how much you 
get paid.

ESTABLISH A GOOD 

RELATIONSHIP WITH 

YOUR DISPATCHER. Trust 
is essential to success and is 
achieved through on-time 
pickup and delivery. Com-
municate frequently, and 
this will also further the re-
lationship.

MISCONCEPTIONS 
ABOUT REVENUE
Be aware of  common rev-
enue myths; failure to do so 
can handicap your business.

MYTH 1 – Concentrate only 
on increasing revenue because 

costs will take care of  themselves. 
After reaching your break-
even point, only a fraction of  
every extra dollar of  revenue 
goes into your pocketbook, 
while 100 percent of  every 
dollar saved stays in your 
pocket.

MYTH 2 – More revenue per 
mile is the answer to all problems. 
Revenue per mile doesn’t 
change much from company 
to company, but there can 
be a big difference in miles, 
gross revenue, reimburse-
ments and fees. 

MYTH 3 – All you have to do 
to be successful is run hard and 
get a lot of  miles. Revenue is 
only half  of  the profit equa-
tion – costs are the other 
half. Furthermore, in percent 
of  revenue pay programs 
with self-dispatch, choosing 
loads to maximize revenue 
on the shortest number of  
miles is the best strategy to 
financial success.

MYTH 4 – You can tell how 
well you’re doing by the size of  
your settlement check. The settle-
ment check is only a small 
part of  the success picture. 
Miles driven, loads hauled, 
conditions, mechanical 
problems, time off, and, es-
pecially, costs all have to be 
considered. 

MYTH 5 – Your company can 
control how much it pays you per 
mile. Your company has lim-
ited influence on the rates it 
charges shippers because it 
is its analysis of  the market-
place that dictates rates. 
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you thousands of  dollars a 
year:

A PENNY SAVED IS 

$1,000 EARNED. The owner-
operator who can save just one 
penny per mile over 100,000 
miles driven annually will save 
$1,000 in a year.

COSTS ARE NOT THE 

SAME EACH MONTH.  If  
9,600 miles are driven one 
month and 10,000 miles the 
next month, there will be two 
different sets of  costs for each 
month. For example, if  your 
tractor payment is $1,850 per 
month and you drive 9,600 
miles in the month, your trac-
tor payment will cost you 19.3 
cents per mile. However, if  
you drive 10,000 miles, your 
tractor payment will cost you 
18.5 cents per mile. This is 
one of  your major fi xed costs. 
Fixed costs do not go down 
over time, but you can reduce 
your cost per mile by driving 
more miles. The difference 
per mile here is only 0.8-cent, 
which may seem like small 
change, but remember the 
“one penny saved” example 
above. In this example, the 
difference in fi xed cost is $960 
per year, which depending on 
your decisions will stay in your 
pocket or go out the window. 

ONLY PART OF EVERY 

EXTRA REVENUE DOLLAR 

IS PROFIT. But for every extra 
dollar of  cost saved, that en-
tire dollar contributes to your 
profi t.

COSTS CANNOT BE UN-

DERSTOOD ON A PER-MILE 

BASIS ALONE. In the example 

Chapter 7
New to the cost metric for many owner-
operators of 2010 and later engines is 
diesel exhaust fl uid, necessary for full 
functioning of selective catalytic reduction 
exhaust aftertreatment systems. A good 
rule of thumb for DEF consumption rates — 
and costs – is 2.5 percent of fuel use. 

Revenue is only half  of  the profi t equa-
tion. Cost is the other half. Being able 
to survive and thrive as a business own-
er has as much to do with managing 
costs as it does with generating revenue. 
Like the chief  fi nancial offi cer of  any 
company, you have to be concerned 
about rising costs, especially without in-
creases in revenue. But as many owner-

operators will tell you, 
trying to reduce costs, 
let alone make sense of  
them, can be a compli-
cated task. Understand-
ing basic principles of  
operating costs can save 

Fixed and variable costs affect your bottom line 
in different ways

Understanding costs
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above, the 10,000-mile month 
results in a lower cost per mile. 
Also, revenue went up for driv-
ing the extra 400 miles – a 
double benefit per mile.

FIXED AND 
VARIABLE COSTS
A fixed cost already is deter-
mined and does not change 
from month to month. Any 
expense defined by time – 
such as a tractor payment, 
insurance payment, permits 
and license fees – is a fixed 
cost. That cost will be the 
same every day whether your 
truck is driven one mile or 
600 miles. You are challenged 
daily to bring in revenue to 
set against it.

A variable cost is related to 
how much you drive. Fuel, tires 
and maintenance are good 
examples. Most variable costs 
will be similar for every mile 
you run. These are the costs 
for distances traveled and other 
items that are required to move 
your truck the distance your 
load requires. Variable costs are 
what enable your truck to go 
down the road.

A typical owner-operator 
has a variable cost of  79 cents 
per mile and a fixed cost of  
$115 per day. In the practical 
example of  applying fixed and 
variable costs in the sidebar on 
this page, Operator A couldn’t 
even break even, so there was 
no money left to pay him for 
driving or to cover personal 
expenses. Operator B is mak-
ing a meager profit, with a 

little money to pay him for 
driving. Operator C, however, 
has money left over for savings 
and retirement after paying all 
expenses. 

Note how fixed cost per mile 
was reduced in the successive 
examples. The more miles you 
run, the more you reduce your 
fixed cost per mile. 

WHERE THE 
MONEY GOES 
Keeping track of  all costs and 
their shares of  revenue can 
be helpful in seeing whether 
any part of  your operation is 
abnormal compared to other 
operators. This is useful not 
just for cost cutting but for 
making business decisions – 
for example, whether you can 
afford the $2,500 payment for 
a new rig. 

Based on the averages of  
clients of  ATBS through the 
third quarter of  2011, here’s 
the percentage of  total rev-
enue you should expect to 
spend on key expenses:

• Fuel: 47 percent.

• Truck payment: 14 per-
cent.

• Maintenance: 7 percent.  
• Insurance: 3.5 percent, 

counting physical damage, 
bobtail and occupational/ac-
cident premiums.

• License and permits: 1 
percent.

• Cell phones and other 
communications: 1 percent. 

Note that after miscellan-
eous expenses are figured in, 
the average ATBS client nets 
only 33 cents for every dollar 
of  gross revenue, meaning 67 
cents of  each dollar earned 
has to go toward vital busi-
ness expenses. Keep that in 
mind the next time you’re 
holding a big settlement 
check and feel the temptation 
to go on a spending spree.

On the other hand, if  
you’re paying yourself  much 
less than a third of  your rev-
enue, take a careful look at 
your records. Chances are 
one or two costs are out of  
control, or your revenue is 
too low. 

 A B C

Miles traveled in 7 days 1,000 1,600 2,500
Total revenue ($1.40 x miles) $1400 $2240 $3500
Variable cost per mile $0.79 $0.79 $0.79
Variable cost — total (79 cents x miles) $790 $1264 $1975
Fixed cost ($115 x 7 days) $805 $805 $805
Fixed cost per mile $0.81 $0.50 $0.32
Total cost $1595 $2069 $2780
Total cost per mile $1.60 $1.29 $1.11
Profit/loss ($195) $171 $720
Profit/loss per mile ($0.20) $0.11 $0.29
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or plan major work on your 
tractor during the fi rst week 
or two of  the quarter (early 
January, April, July and Octo-
ber). Never take time off  dur-
ing the last two weeks of  the 
quarter (or the last week of  the 
month), when freight is most 
abundant. 

Sometimes it works to your 
advantage to look for loads 
that take you “through” home 
rather than “to” home. The 
latter can interrupt your rev-
enue stream and require ad-
ditional time to get back up to 
full speed again. As an owner-
operator you should look at 
time off  differently than does 
a company driver. If  a com-
pany driver takes a week off, 

Successful owner-operators know that 
simply running hard is not enough. If  
it were that easy, anyone could do the 
job and expect the profi ts to roll in. Un-
derstand it pays to slow down and that 
there is a trade-off  in higher costs, not 
to mention increased risk, for driving 

fast. If  driving slower 
takes time away from 
you, you can fi nd ways 
of  managing your time 
to get some of  it back. 
For example, you can 
take vacation time 

Follow these proven tips on planning your schedule to make more money

Managing time

Chapter 8

SP10938_PIB_12_CH5-8.indd   20 1/18/12   9:41 AM



Partners in Business 2012   |   21

he loses only the opportunity 
to make a weekly paycheck. 
When an owner-operator 
takes a week off, he has fixed 
expenses to pay and won’t be 
earning a paycheck. When he 
returns to work, he not only 
has to replace the lost income, 
he must quickly cover the fixed 
expenses that were spent dur-
ing his time off. For example, 
for an owner-operator with 
fixed costs of  $100 per day, 
seven days off  would cost $700 
in payments that still have to 
be made.

THE SUCCESSFUL 
OWNER-OPERATOR’S 
DAY PLANNER
Smart owner-operators make 
every single week as profitable 
as possible. One trip is not 
enough time to be considered 
profitable or unprofitable, and 
an entire month may be too 
much time to manage. One 
week is the right amount of  
time to deal with efficiently. To 
do so, look at the advantages 
and disadvantages of  every 
day of  the week.

• Match trip length to the 
optimum day of  the week.

• Plan to deliver on the day 
you have the best opportunity 
of  getting a load.

• Plan to drive under a load 
on days when it is typically 
harder to get a load. 

Your plan will vary depend-
ing on the weekly delivery/
flow cycle of  your region, typi-
cal length of  haul, personal re-
quirements and other factors. 

Make the most of your waiting 
time, such as while loading or 
unloading, getting your truck 
washed, stopping at the scale 
house, etc. 

Take care of your rig. 
Check your tires and lights 
and clean windows. Review 
maintenance records. 

Take care of yourself. 
Take a walk if you can leave the 
rig. If you aren’t able to leave, do 
stretches or exercises in the cab. 
Answer mail, write letters and pay 
bills. Cook a healthy meal in your 
microwave, or read a book. 

Plan ahead. Wipe off 
reflective tape while waiting or 
while doing a pre-trip. You’ll be 
more visible and invite fewer 
inspections. Organize any 
clutter, especially on top of the 
dashboard. A cluttered dash is an 
open invitation to be inspected at 
scales or ports of entry. Update 
your logs, especially the recap. 
Not maintaining the recap is 
a major reason why operators 
unexpectedly run out of hours – a 
situation that is expensive and 
frustrating. 

Otherwise, follow these steps 
for maximum efficiency. 

Deliver on time. If you deliver 
late, the consignee may assign 
your dock door to another driver 
and put you last on the list. 
Delivering 15 minutes late can 
cost a whole day or even an entire 
weekend. 

Deliver as early in the day as 
possible so that you have a time 
cushion to get dispatched to 
your next load. On appointment 
loads, deliver 30 minutes early. An 
empty trailer gives you plenty of 
options but a load sitting on your 
trailer gives you only one option — 

waiting to deliver. 
Manage the cost of fuel and 

fuel taxes as well as the cost 
of time to fuel, which usually is 
about 45 minutes per stop. The 
typical owner-operator carries 
200 gallons of fuel or more but 
buys only 100 gallons at a time. 
Often it saves time to put 175 
gallons in the tanks instead of 
continually topping off with 100 
gallons or less. 

Plan your trip and work out 
the timing in advance. Ask for 
directions to every stop, or 
use mapping software such as 
Rand McNally’s Route Tools, 
ProMiles software or the many 
truck-specific GPS units now on 
the market from Rand McNally, 
Teletype, ALK Technologies, 
TomTom, Garmin and others. Use 
the fuel/route-optimization tools 
at fuelsurchargeindex.org as well. 

Try to depart early, especially 
when winter weather poses 
potential delays. Leaving late 
is the major reason for service 
failures — such as running out 
of hours on the morning of a 
delivery.

Be prepared to deadhead 
instead of laying over. The time 
and money lost to a layover can 
almost never be made up. If the 
deadhead can get you to a good 
load within 24 hours, it might 
make sense.

Don’t surprise your fleet 
manager. Keep him or her 
informed of every detail that 
affects service and your schedule. 
Set a personal and reasonable 
goal each week for the miles you 
want to run and tell your fleet 
manager or dispatcher. Work with 
him or her to improve your miles 
and revenue. 

Increasing efficiency
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The needs of  customers and 
dispatch have to be consid-
ered and often will determine 
how your time is used. What’s 
important is to have a specific 
weekly plan that helps you be 
successful.

SUNDAY
It’s like getting in an extra day 
if  you can pick up or deliver 
on Sunday, since this typically 
isn’t a day for either task. Be-
ing able to make the most of  
Sunday gives you a good head 
start on the week. 

MONDAY
Profitable owner-operators 
deliver on Monday. Why? 
Delivering the first load of  
the week on Monday lets 
you start your week with 
miles already generated and 
leaves time to be profitable 
during the rest of  the week. 
You’ll find more load op-

portunities, too, on Monday 
than Tuesday. 

TUESDAY
Unless it’s a 2,000-mile trip, 
delivering the first load of  the 
week on Tuesday means the 
week usually won’t be profit-
able. Tuesday is the day to 
take a hard look at how many 
miles you have driven and how 
many more you need to have a 
profitable week. 

WEDNESDAY
It’s hump day. By now, ap-
proximately half  of  your gross 
revenue for the week already 
should be in hand. 

THURSDAY
This can be the make-or-
break day of  the week. A 
load picked up on Thursday 
should either be short enough 
(less than 600 miles) to deliver 
on Friday, or provide enough 

miles (at least 1,600) to carry 
you through the weekend. Try 
to average 550-600 miles per 
day for the trip, although on 
Thursday it’s almost always 
better to take a 350-mile trip 
and deliver it on Friday. Turn-
ing down a short run just 
because it would mean laying 
over until Friday is an expen-
sive mistake. 

FRIDAY
This usually is the best day 
of  the week for freight. Being 
under a load with the longest 
possible miles over the week-
end will make the best use of  
your time. 

SATURDAY
The week is over and your 
work and planning should 
have resulted in a profitable 
operation. But like Sunday, 
Saturday is an extra day if  you 
can pick up or deliver a load.
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mileage between fi ll-ups and 
dividing the total by the num-
ber of  gallons you burned. Do 
this for all trips. Fuel economy 
constantly changes, affected 
by weather, loads, routes, traf-
fi c, terrain, road surfaces and 
other factors. Many may be 
out of  your control, but no 
problem can be remedied if  it 
isn’t noticed.

It’s helpful to know mpg per 
month, per week and even per 
load. That occasional haul of  
steel across the Appalachians, 
for example, may be costing you 
more in fuel than it’s worth. If  
your numbers look bad, don’t 
give up. The worse your fuel 
economy, the more you have to 
gain by improving it.

Much attention often is given to 
cost control when, in reality, “waste 
control” is what owner-operators 
should be watching. This is especially 
true for fuel, an owner-operator’s 
number one cost. You can make 
the wisest business decisions about 

fuel when you know 
your fuel economy, 
expressed in miles per 
gallon, and your fuel 
cost per mile.
Calculate your mpg 

simply by tracking your 

Chapter 9

Your survival depends on minimizing fuel consumption and getting a fair surcharge 

Controlling fuel costs

Paying close attention to your routing will 
help you avoid rush-hour traffi c delays 
that can put a dent in your fuel mileage.
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Armed with your mpg, cal-
culating your fuel cost per mile 
(CPM) is easy. Suppose your 
truck gets 6 mpg, and you ran 
6,000 miles in a month, mean-
ing you burned 1,000 gallons 
(6,000 divided by 6). If  diesel 
averaged $3.50 per gallon that 
month, your total cost was 
1,000 x $3.50, or $3,500. Your 
fuel cost per mile was $3,500 
divided by 6,000, or 58 cents – 
likely the largest single chunk 
of  your total CPM. It will pay 
you huge dividends to consider 
strategies for cutting your fuel 
bill.

For good fuel economy, your 
truck has to overcome three 
things: rolling resistance, air 
resistance and gravity. Fortu-
nately, your driving technique 
and other choices you make 
can address each of  these. 
Let’s look first at two of  the 
biggest areas for cutting fuel 
costs. 

REDUCE
AVERAGE SPEED
Owner-operators get no short-
age of  “encouragement” from 
shippers, consignees and oth-
ers to hurry, so it’s easy to get 
into the trap of  driving fast. 
But speed is the main reason 
for increased fuel consumption 

and reduced profit. Experts 
agree that every mile per hour 
driven over 60 mph reduces 
fuel economy by one-tenth of  
a mile per gallon. The typi-
cal argument against driving 
slower is that you can make 
better time by driving faster 
and therefore make more 
money. But look at the com-
parison below showing one 
driver running at 70 mph and 
another running at 60 mph. 
Driver A is 10 miles further 
down the road than driver B, 
but he’s spent $12.25 more to 
go those 10 miles in the same 
amount of  time.

That might not seem like 
much money, but look at the 
impact during an entire year. 
If  you drive 130,000 miles per 
year and average 5.5 mpg vs. 
6.5 mpg because you drive 
faster, you will spend $12,727 

more on fuel. In essence, you 
gave yourself  a 10-cent-per-
mile pay cut.

Most owner-operators net 
about 40 cents per mile. If  
you divide the extra $12,727 
fuel expense that driving faster 
costs by your net per mile of  
40 cents, you would have to 
drive 31,818 miles more per 
year just to pay for the extra 
fuel. When you look at it this 
way, speed actually costs you 
time. Throughout the year, 
the hours of  service limits will 
mean that on some days you’ll 
log fewer miles at 55 mph than 
you would at 65 mph. Even so, 
you won’t lose anything close 
to 31,818 miles. 

LIMIT IDLE TIME
Idling requires about a gallon 
of  fuel per hour, which can cost 
you around $140 per week at 
$3.50 per gallon if  your truck 
idles eight hours a day. Accord-
ing to the U.S. Environmental 
Protection Agency, line-haul 
trucks might idle approximately 
20 percent to 40 percent of  
the time the engine is running. 

The power of 2

Improving fuel economy will yield substantial savings. Here’s an example of 
savings achieved by improving by 2 mpg, not an impossible prospect with 
today’s technology. Figure diesel at $3.50 per gallon, close to 2011’s average 
price, and at $5, which was close to the peak price in 2008, assuming 120,000 
miles per year.

 Gallons  $3.50/gal. $5/gal.
5.5 mpg 21,818  $76,363 $109,000
7.5 mpg 16,000  $56,000 $80,000
Savings 5,818  $20,363 $29,000

 MPG Gallons $/gal. Cost CPM MPH
 Driver A 5.5 12.7 $3.50 $44.50 $0.64 70
 Driver B 6.5 9.2 $3.50 $32.20 $0.54 60
 Difference 1.0 3.5 0 $12.25 $0.12 10
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Idling primarily is used as a 
means to power climate-control 
devices and sleeper compart-
ment accessories, and to pre-
vent start-up problems in cold 
weather.

Just because idling is com-
mon, however, doesn’t make it 
smart. Idling on average costs 
$3,000 or more in fuel alone 
per year. This doesn’t include 
the added engine maintenance 
expense that results from ex-
cessive idling, which is harder 
on your truck’s engine than 
highway driving. In addition 
to operating costs, many gov-
ernments impose no-idling 
laws with fines as high as 
$25,000. 

Instead, there are many 
alternatives. An extra blanket 
for cold temperatures and 
window screens for when 
the weather is warm make it 
easier to turn off  the engine. 
For about $80 you can buy a 
remote starter with a tempera-
ture sensor that will start the 
truck at a specified tempera-
ture. Infrastructure in truck 
stop parking lots to provide 
electrical power and, in some 
cases, auxiliary heat and air 
increased in 2011, with many 
truck stop electrification (TSE) 
installations coming online for 
the first time.

There are bigger compo-
nents, such as auxiliary power 
units (APUs), that can pay for 
themselves in a reasonable 
amount of  time. A mobile 
generator costing as little as 
$200 will burn much less fuel 
and provide heating and cool-

ing. Not idling is even a point 
of  pride for many truckers 
who long have realized the 
benefits of  shutting down the 
engine. 

Choosing idle-reduC-

tion teChnology. This can 
be a difficult decision. Systems 
and costs vary widely. A study 
by the American Transporta-
tion Research Institute put 
diesel-fired heaters at the bot-
tom of  the cost range for pur-
chase ($888) and annual main-
tenance ($110). Full-function 
diesel APUs/gensets are at the 
top, at up to $7,750. 

Evaluate your idle-reduction 
need by keeping a detailed 
idle log. Write down every 
time you idle and why. Keep 
track of  hours idled and sort 
them by reason, such as air-
conditioning, heat, AC power, 
warming the engine, etc. Try 
this for a year, accounting for 
all seasons. That may not be 
practical, but if  you keep this 
log for three months and are 
disciplined in your records, 
you will be able to make good 
estimates for the other seasons. 

If  you skip this first step, you 
will drastically underestimate 
the amount of  time you idle. 
You’ll also fail to understand 
the reasons you idle. Idling 
solutions have pros and cons, 
and most revolve around the 
reason for idling. For instance, 
if  you idle only because you 
need heat, then a full-blown 
APU is overkill. A better so-
lution is a small diesel-fired 
heater, which is easy and inex-
pensive to use. 

If  you idle to produce AC 
power for a computer, TV, 
coffee maker, microwave, etc, 
you can also find inexpensive 
alternatives to a diesel-pow-
ered APU. One TV maker is 
releasing flat screens that run 
well on 12-volt systems. Invert-
ers and absorbed glass mat 
batteries will keep small appli-
ances running for days. Add a 
small solar panel, and you can 
keep the batteries conditioned 
and extend that time as well, 
perhaps utilizing some of  the 
new TSE installations if  you 
need to park for an extended 
period. 

Once you have a clear un-
derstanding of  how often you 
idle and why, research the op-
tions in today’s market. Then 
calculate the break-even point 
and return on investment for 
each solution. This methodical 
approach will reward you with 
an idle-reduction technology 
that fits your operation and 
budget. 

saving on teChnology. 
One way to save money when 
financing an APU or another 
piece of  fuel-saving hardware 
is to work with one of  the 
lenders in the U.S. Environ-
mental Protection Agency’s 
SmartWay program. Smart-
Way has two clear benefits 
over borrowing in the market-
place:

ELIGIBILITY: No collater-
al is required, as the loans are 
guaranteed by the U.S. Small 
Business Administration. That 
means borrowers who other-
wise would be denied a loan or 
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pay premium rates can qualify 
on reasonable terms.

RATES: The rates are those 
of  the SBA, typically prime 
plus 4 percent to 5 percent: 
11.25 percent in late 2011. 
That’s a good savings com-
pared to market rates, which 
can go far higher, especially 
for those with bad credit rat-
ings. 

APUs, cab heaters, auto-
matic tire pressure monitors 
or inflaters, aerodynamic 
add-ons, aluminum wheels for 
wide singles, and low-rolling-
resistance tires are all eligible 
here. A great feature of  buying 
fuel-saving technology is that 
the monthly fuel savings can 
exceed the monthly payment 
for the loan on that equip-
ment.

Regional non-profit organi-
zations also provide access to 
loans and grants to purchase 
fuel-reduction technology. 
Cascade Sierra Solutions 
(866-345-3390, cascadesi-
errasolutions.org) offers state 
and federal loans and grants 
to owner-operators and small 
fleets nationally and in some 
states for particular equip-
ment. States may have grants 
for offsetting the cost of  
emissions-reduction or no-idle 
equipment. Check with the 
state where you are based to 
see what might be available.  

The Owner-Operator 
Independent Drivers As-
sociation has an APU- and 
heater-financing program for 
its members. Leased opera-
tors may find their fleets offer 

similar incentives, and APU 
manufacturers often provide 
affordable financing programs 
as well. It’s worth checking 
before you buy. For more, visit 
EPA SmartWay, (734) 214-
4767, www.epa.gov/smartway, 
or OOIDA, (816) 229-5791, 
www.ooida.com.

OTHER SMART 
PRACTICES 
In addition to reducing speed 
and idling, there are several 
other good fuel conservation 
practices, each of  which can 

reduce your fuel bill by 1 per-
cent to 3 percent, or several 
hundred dollars a year:

WATCH CASH FLOW. Don’t 
tie up money needlessly in the 
fuel tank when downtime of  a 
few days or more is expected. 
If  you know a low-price area 
is on your route, don’t fill up 
at a more expensive stop but 
limit your purchase based on 
your mpg.

BUY THE RIGHT FUEL. 
If  you’re in areas where farm 
vehicles are prevalent, it may 
be hard to find ultra-low sul-
fur diesel. Check labeling if  
you buy from any outlet that’s 
not clearly a truck stop. With 
2010 engine technology, low-
sulfur diesel would interfere 
with proper operation of  the 
DPF and the SCR system, and 
could cause permanent dam-
age.

BE CAUTIOUS WITH BIO-

FUEL. Biofuels tend to be 
expensive and produce lower 
fuel mileage. Know the level 
of  biofuel (B20, for example, 
is 20 percent biofuel) allowed 
under your engine maker’s 
warranty, and use only ap-
proved fuels. Carry extra fuel 
filters as biofuel can cause 
clogging. 

MAXIMIZE STORAGE. 
Whether you’re buying a used 
or a new truck, opt for larger, 
dual tanks. This gives you 
the option of  pigging out on 
super-cheap fuel and cutting 
down on the number of  fuel 
stops, saving time.

SPEC YOUR TRUCK 

WISELY. Your paycheck will 

Idle-reduction resources

DIESEL APUs
Alliance APU,  

www.alliancebrandparts.com
Carrier Transicold,  

www.trucktrailer.carrier.com
Kohler Power Systems,  

www.kohlerpower.com
Pony Pack, www.ponypack.com
RigMaster,  

www.rigmasterpower.com
Thermo King,  

www.thermoking.com
Tridako Energy Systems,  

www.powercubeapu.com
Willis, www.willisapu.com

NON-DIESEL APUs
Bergstrom NITE System,  

www.nitesystem.com
Dometic Environmental,  

www.dometictruck.com
Idle Free, www.idlefree.net
Kenworth Clean Power,  

www.kenworth.com

DIESEL-FIRED 
CAB HEATERS
Espar, www.espar.com
Webasto, www.webasto.us
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show whether you chose a 
truck with a big engine and a 
lot of  chrome or a truck engi-
neered to meet your business 
needs and help you succeed. 
First, there is the initial extra 
expense for the purchase, then 
the added cost of  fuel con-
sumption. Weight and mainte-
nance are in even sharper con-
trast between a lifestyle truck 
– a wannabe show truck – and 
an aerodynamic truck that is 
an efficient tool for business. 
In fuel savings alone, the aero-
dynamic truck generally more 
than offsets the resale value of  
the stylish truck. It also yields 
greater load capacity, more 
comfort, less noise and higher 
profit. On the other hand, 
operators with too-low horse-
power settings for the applica-
tion will find their feet always 
hard on the throttle, consum-
ing more fuel. Some have 
benefited in fuel economy by 
resetting the Engine Control 
Module for more horsepower 
where applicable and letting 
the engine, not their feet, do 
more of  the work. 

THINK AERODYNAMIC. 
There’s plenty you can do, 
too, to make your existing 
truck more aerodynamic. 
Snug the trailer tight to the 
tractor, which cuts down on 
wind resistance. The ride may 
not be as good, but the savings 
are worth the trade-off. Add 
features such as roof  fairings, 
chassis fairings, cab extend-
ers and aerodynamic mirrors. 
Mount air cleaners under the 
hood. Use all-position tires on 

the rear, and make sure they’re 
the same tread as the steer 
tires. Match sleeper package 
to application; when you’re 
pulling a tank or flatbed, for 
example, a flat-top sleeper is 
the most aerodynamic option. 
And keep your gross vehicle 
weight as light as possible. 
Even if  you make up for those 
weight savings with heavy 
loads, you’ll greatly improve 
your fuel economy per pound 
of  cargo. If  you own a van or 
reefer trailer, investing in side 
skirts and trailer tails has re-
sulted in 1-mpg gains or more 
for some operators.

PERFORM REGULAR 

MAINTENANCE. This ensures 
your truck is running effi-
ciently. Also, check your cur-
rent miles per gallon at each 
fill – if  it falls off, determine 
the reason. Start a preventive 
maintenance routine. Check 
often enough to catch low 
oil, a dirty air filter or an air 
compressor leak. Don’t use a 
higher-viscosity oil than you 
need. 

Get any dangling bumpers 
or cockeyed mirrors fixed im-
mediately, as they’re adding to 
your truck’s air resistance.

MAINTAIN TIRE PRES-

SURE. To reduce rolling 
resistance, check air pressure 
in all 18 tires and fill them up 
at least weekly to the manu-
facturer’s specifications. The 
trailer tires may belong to your 
carrier, but why pay the extra 
cost of  pulling a trailer with 
under-inflated tires?

SLOW YOUR ACCELERA-

TION AND DECELERATION. 
Both will consume less fuel 
and be easier on the mechan-
ics of  your equipment. Slow-
ing acceleration is especially 
important running on hills 
or in the mountains because 
it helps reduce the effects of  
gravity. Rapid acceleration 
gets you an extra few seconds, 
but creates premature wear on 
the engine, driveline and tires 
along with increasing your 
fuel costs. Hard and frequent 
braking converts precious fuel 
to wasted energy. Much of  
the fuel you need to get up 
to speed again is lost. Safety 
experts recommend watch-
ing ahead a distance of  12 
seconds so you never have to 
react at the last second. Nor 
will you ever have to engage 
the engine retarder in city traf-
fic if  the “12-second rule” is 
followed. 

SHIFT WISELY. Don’t drive 
by engine sound but by rpm. 
If  you’re not absolutely sure 
about your engine’s sweet spot, 
ask the manufacturer.

STOP AT THE TOP. For 
their layovers, fuel-conscious 
operators if  at all possible 
avoid rest areas and truck 
stops that are situated in val-
leys, stopping only on hilltops 
or level ground. If  you have to 
take a steep grade coming out 
of  a truck stop, the cost of  get-
ting up to speed can be as high 
as $10.

CUT OUT-OF-ROUTE 

MILES. If  you’re like many 
owner-operators, with 6 per-
cent to 10 percent of  your 
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miles out of  route, you could 
possibly cut them 3 percent. 
Doing so would save an extra 
3 percent on fuel, as well as 
on other variable costs, such 
as tires and maintenance. Re-
thinking your route, keeping 
side trips to a minimum and 
getting better directions will 
pay off  in savings.

GETTING A FUEL 
SURCHARGE
As fuel prices have trended 
higher, fuel surcharges have 
become more widespread and, 
in many cases, more generous, 
as carriers have used them to 
help operators guard against 
price spikes. Today’s diesel 
prices make it critical that 
owner-operators know how 
fuel surcharges are calculated 
and either lease to carriers 
with a fair surcharge or de-
mand one when dealing with 
brokers and shippers. If  a car-
rier’s surcharge is inadequate, 
compare the surcharges of-
fered by other carriers. If  a 
customer refuses to pay a sur-
charge, don’t accept the load 
unless you’re sure you’ll make 
money on it anyway. When a 
contract isn’t clear, ask your 
lawyer or business services 
professional to explain it be-
fore you sign. 

HOW TO FIGURE WHAT A 

SURCHARGE IS WORTH. As 
long as you know your truck’s 
fuel economy, you can calculate 
how well a fuel surcharge com-
pensates you for rising prices. 

Many carriers pay a sur-
charge when the national aver-

age price for a gallon of  diesel, 
as reported weekly by the 
U.S. Department of  Energy, 
exceeds a certain price, often 
$1.10 to $1.25. The surcharge 
increases incrementally with 
diesel prices, either on a cents-
per-mile basis or on a percent-
age of  what the customer 
pays the carrier for the load. 
Carriers often structure their 
surcharge scale by assuming a 
certain fuel efficiency, such as 
6 miles per gallon.

Some owner-operators 
make a healthy per-mile profit 
from their carriers’ surcharge 
because good fuel economy 
practices allow them to aver-
age better than 6 mpg. While 
surcharges have traditionally 
been based on the national av-
erage of  diesel prices, in recent 
times, particularly in the case 
of  dedicated regional routes, 
they are based on regional 

prices or prices along specific 
lanes. This can be a double-
edged sword with customers. 
The same company that will 
pay extra for loads traveling 
only in Western states might 
ask for a discount on trips in 
other areas. For examples of  
surcharges along specific lanes, 
visit fuelsurchargeindex.org.

SURCHARGE FIGURED 

AS PER-MILE. Suppose a 
surcharge is designed to cover 
increases above $1.25, and 
fuel costs $3.50. Ideally, you’ll 
receive a surcharge covering 
that $2.25 spread. 

If  your truck gets 6 miles 
per gallon, divide $2.25 per 
gallon by 6 mpg. That equals 
37.5 cents per mile. A sur-
charge at that level allows you 
to break even. Now assume 
you actually get 7 mpg. Divid-
ing $2.25 by 7 means a sur-
charge of  only 32.1 cents per 

Getting with the program

Owner-operators can often save 
an average of 6 cents per gallon 
or more when they are able to 
participate in major carriers’ 
discount fuel networks, according 
to ATBS. If your fleet has a fuel-
optimizer program, use it. An 
optimizer program helps an owner-
operator plan a trip, based on fuel 
prices and locations in the carrier’s 
fuel network. Fees for using such 
networks have become rare, thanks 
to competition for drivers.

Owner-operators are well advised, 
however, to pass up network fuel 
stops that are too costly, too far off 
route, sell inferior fuel, are dangerous 
or poorly maintained, or are perceived 
as a profit center for the carrier at 

owner-operators’ expense. If you have 
concerns about a stop on the fleet 
network, respectfully bring them to 
the fleet’s attention.

The National Association of Small 
Trucking Companies offers members 
the opportunity to tap into the 
association’s directory of fueling 
stops to find the lowest prices. And 
another of the organization’s tools 
is a daily fuel hedge. Each weekday 
NASTC takes a reading of OPIS 
wholesale rack prices from about 
400 fuel locations that becomes 
the cost basis for the next day’s 
fuel purchases. Drivers get a text-
message with an alert that lets them 
know whether the next day’s prices 
will be more or less than current. 
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mile is needed to break even. 
If  you’re driving for a fleet 
that has a surcharge based on 
its company trucks’ 6 mpg av-
erage, you come out 5.4 cents 
per mile ahead. 

SURCHARGE FIGURED AS 

PERCENTAGE. An owner-op-
erator offered a surcharge that 
is a percentage of  gross revenue 
does a similar calculation. Take 
the same situation – you get 6 
miles to the gallon and diesel 
is $3.50 a gallon, so you need 
a surcharge of  37.5 cents per 
mile to cover your costs. Assume 
you’re offered a 1,000-mile haul 
for $1,100 in gross revenue. 
Start with your 37.5 cents per 
mile target for a surcharge and 
multiply by miles.

Now see what your $375 
surcharge would be as a per-
centage of  the gross. Divide it 
by $1,100 to get 34 percent. 
That’s the level you need to 
cover your extra fuel costs.

FINDING THE 
CHEAPEST FUEL
An effective fuel-buying prac-
tice is to maximize fuel pur-
chases in low-fuel-tax states 
and mileage run in those 
states. The International Fuel 
Tax Agreement between the 
United States and Canada 
facilitates the reporting, col-
lection and distribution of  
taxes to states and provinces. 
You pay taxes every time you 
fuel, but your ultimate fuel 
tax bill is calculated accord-
ing to where you drive. If  you 
purchase fuel in high-tax states 

and drive most of  your miles 
in lower-tax states, you will get 
a refund when you file your 
IFTA report. 

You cannot lower your tax 
outlay unless you choose hauls 
that avoid high-tax states. 
What you have more control 
over is how much you pay 
strictly for fuel when the fuel 
tax is not considered. 

PUMP PRICE – TAXES 

= REAL COST. The key to 
finding the cheapest fuel is 
to know the current fuel tax 
rates, both federal and state, 
and any state surcharges. Sub-
tract taxes to find the raw fuel 
cost in each state, then buy 
where fuel is cheapest. The 
strategy means that you buy 
without regard for whether 
you are paying more at the 
pump – or in taxes at the end 
of  the quarter. Whether you 
pay at the pump or quarterly, 
your taxes are the same since 
IFTA distributes your taxes 
according to the miles run in 
each state. 

IFTA also figures in state 
surcharges, which complicate 
the fuel-buying strategy. In-
diana, Kentucky, Michigan, 
Ohio, Vermont and Virginia 
have per-gallon surcharges; 
Idaho, New Mexico, Kentucky 
and New York have per-mile 
surcharges. While some owner-
operators buy only enough fuel 
to get through surcharge states, 
this practice can backfire, de-
pending on the actual cost of  
the fuel in each state. There 
may be times when buying 
more fuel in a surcharge state is 

more economical. 
Part of  the challenge in 

smart fuel buying is keeping 
up with changing surcharges 
and taxes. For example, Geor-
gia, Massachusetts and New 
York revise their fuel taxes 
quarterly, and North Carolina 
revises its own semi-annually. 

Other fuel-buying costs de-
pend on how your fuel taxes 
are managed. Most leased 
owner-operators depend on a 
carrier to collect and distrib-
ute fuel taxes. If  you’re leased 
and your carrier handles your 
fuel taxes for you, simply look 
for the cheapest pump prices. 
Some carriers charge a fee for 
this, and some pay simply by 
averaging the mileage of  their 
entire fleet. If  your carrier 
does that, and you average a 
better per-gallon average than 
the fleet, you could be paying 
more tax than you actually 
owe. For this reason, some 
make the case that it’s always 
best for an owner-operator to 
handle his/her own fuel taxes.

Whatever the case, a good 
lease will itemize all charges, 
including fuel taxes and how 
they are assessed. 

You must get your own 
IFTA account to do your own 
fuel tax reporting, whether 
you do it yourself  or through 
a third party. You do not have 
to have your own operating 
authority to get an IFTA ac-
count, but independent own-
er-operators must have such 
an account in their base plate 
state and be responsible for 
quarterly reporting. 
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tread depth, tread compound 
and wheel position (steer, 
drive, trailer).

All play a role in proper 
spec’ing, and smart spec’ing 
can save money in two ways: 
reducing fuel cost per mile and 
tire cost per mile. Attributes 
that reduce one cost can have 
the opposite effect on the 
other cost, so spec’ing needs to 
be done carefully. That’s easier 
said than done at a time when 
specialization abounds. Tire 
makers are moving more to-
ward developing products that 
are focused to precisely meet 
specifi c service options.

Since longer tire life means 

Just as a truck with improperly geared 
rears will incur extra costs for its owner, 
so, too, will a truck with the wrong tires. 
Many more factors than size account 
for having the right tire for a specifi c 

truck in a specifi c ap-
plication. The variables 
to consider are many. 
Among them are the 
size and number of  plies 
and related weight rat-
ing, tread design, 

Keep your No. 2 variable expense to a minimum with smart spec’ing

Controlling tire costs

Chapter 10

Understanding tire costs 
to keep them in control 
doesn’t mean scrimping 
on maintenance. If you 
get an unsatisfactory 
tread-gauge reading by 
a safety inspector at a 
weigh station, you could 
be contributing negative 
points toward your carrier’s 
federal safety score, as well 
as your own. 
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lower costs, the effort put into 
careful spec’ing will pay off  
well. The four main tire appli-
cations are long haul, regional, 
on/off-road and urban. The 
different applications mean 
very different tire lives, from as 
little as 20,000 miles for urban 
to more than 200,000 miles 
for a long-haul team. Specific 
steer, drive and trailer tires are 

available for each application.
If  you’re spec’ing a new 

truck, you can pick any tire 
size suitable to your applica-
tion. A new truck’s drivetrain 
and engine controls are set ac-
cording to the spec’d tire size.

Replacement tires, however, 
may require drivetrain and 
engine adjustments. Chang-
ing tire sizes also might cause 

clearance issues.
More isn’t always better. 

Rather than last longer, tires 
with deeper tread might wear 
faster, burn more fuel and 
make driving harder if  they’re 
wrongly applied. And the tra-
ditional miles-until-removal 
measure of  tire performance 
more often now plays second 
fiddle in long haul to picking 

PERFORM ROUTINE 
MAINTENANCE. Proper 
maintenance of tires, 
wheels, axles and the 
steering column will help 
keep your tire costs down. 
Wheels naturally lose 
alignment and balance. 
Bushings, shocks, bearings 
and valve stems wear out. 
Checking wheel alignment 
periodically can pay big 
dividends. Whenever you 
start seeing a heavy spot 
or a flat spot, the tire has 
ceased to be centered on 
the hub, and it’s beading 
out of round. Whenever 
you need to scrap a tire, 
inspect it to determine the 
cause of the failure, and 
record it.

The plungers inside 
shock absorbers create 
friction, and friction creates 
heat, so if the shock — not 
the outer dust barrel 
covering the top half of 
the shock — is hot to the 
touch after driving, it’s 
working. If it’s cool to the 
touch, it’s not working and 
should be replaced. Make 

sure bushings at the top 
and bottom of shocks are 
inspected and replaced 
whenever worn. If you can 
grab the shock absorber 
and rattle it, the bushings 
have pounded themselves 
out.

MAINTAIN PROPER 
INFLATION. Ironically, 
maintaining correct 
inflation is free and 
relatively easy, yet 
it’s the highest-saving 
maintenance you can 
perform on your truck. 
Improper inflation is by 
far the greatest reason 
why tires fail or wear 
out prematurely, also 
wasting fuel. Daily pre- 
and post-trip inspections 
give owner-operators 
the opportunity to check 
pressures and also look for 
leaks, punctures, broken 
valve stems or embedded 
objects such as nails. 
Metal valve caps tend to 
withstand wear and tear 
better than plastic ones. 
Even absent damage, truck 

tires typically lose one to 
two pounds of pressure 
a month from normal 
use. A slow leak such as a 
puncture might cost you 
one to three pounds of air 
a day.

Poor fuel economy 
isn’t the only cost 
of underinflation. 
Manufacturers design big-
truck tires for a specific 
pressure, usually clearly 
specified on the sidewall. 
If the pressure’s too low, 
the sidewalls overflex and 
overheat. For each pound 
of air pressure lost, a tire’s 
on-road temperature rises 
about 2 degrees, and hot 
tires are prone to losing 
tread more quickly and 
failing. Don’t overinflate, 
either. An overinflated 
tire sustains rapid and 
irregular wear and is more 
susceptible to damage 
from running over debris 
and scrubbing curbs.

Some operators 
use aftermarket tire 
sealant products both 
as a safeguard against 

punctures and to help 
maintain proper inflation 
pressure. At least one 
tire manufacturer, too, 
markets a line of highway 
truck tires with sealant 
built-in from the factory. 
A quality sealant will 
have been extensively 
tested, and its dealer 
should be able to provide 
testing documentation. If 
you’re considering such a 
product, don’t hesitate to 
ask for this. 

EMPLOY GOOD DRIVING 
HABITS. Speeding, hard 
braking, curbing and 
tight turns cause tires 
to wear faster or even 
develop irregular wear. 
On the other hand, steady 
acceleration, braking and 
steering can extend tire 
life. Many of the problems 
caused by bad driving 
habits show up as uneven 
tire wear. If you notice 
unusual shimmying or 
repetitive bumps, inspect 
your tires. Even absent 
rough driving, look for 
irregular tread wear in 
your daily inspections.

Practice good habits for long tire life
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tires based on fuel economy. 
Some regional fleets are going 
to long-haul steers for low roll-
ing resistance rather than tires 
with more scrub resistance 
designed for regional opera-
tion, for instance. The tires 
may wear faster, but they save 
enough in fuel to more than 
cover the extra tire replace-
ment costs.

Consider this common trac-
tor-only scenario: The steers 
have a 125 rolling-resistance 
rating, the drives are at 137, 
and the truck gets 6 mpg. Re-
placing steers and drives with 
lowest possible alternatives for 
RR rating (97 and 86) improves 
fuel economy to 6.52 mpg. 

TYPICAL (HIGH) 
ROLLING RESISTANCE TIRES

Fuel consumption: 
125,000 miles/6 mpg = 20,833 gallons

Fuel cost: 
20,833 gallons x $3.50 = $72,915.50

LOWEST POSSIBLE ROLLING 
RESISTANCE TIRES
Fuel consumption: 

125,000 miles/6.52 mpg = 19,177 gallons
Fuel cost: 

19,177 gallons x $3.50 = $67,119.50

ANNUAL SAVINGS: 
$72,915.50 – $67,119.50 = $5,796

OTHER SMART TIRE 
SPEC’ING PRACTICES
SHOP FOR THE BEST 

VALUE. Get the most for your 
money, whether you spend 
a little or a lot. It’s tempting 
to shop primarily by sticker 
price, but cost per mile and 
retreading potential are more 
important considerations. 
Making an informed choice 
means keeping written and 

dated records of  purchase, fuel 
mileage and tread depth, then 
comparing records between 
models you’ve used. Also, con-
sider warranty in any value 
calculation.

USE RETREADS. Premium 
tires cost between $300 and 
$600 new, while retreads av-
erage about $200. Retread 
casings are tested via road use 

and by shearography, laser 
scanning that detects virtually 
any flaw. The same research 
and development that keeps 
new tires ever more durable 
and fuel-efficient is being in-
troduced to retreads today.

Premium tire makers design 
casings for retread use. Theoret-
ically, undamaged casings can 
be often retreaded, although 

1. UNDERINFLATION. 
A tire running on low 
air works harder than 
it was intended to. The 
potential for damage 
accelerates the further 
the tire gets from 
optimum pressure. If 
it doesn’t fail, the tire 
could end up being 
useless for retreading. 

2. OVERINFLATION 
OR OVERLOADING. 
Overloading a tire 
produces problems 
similar to those of 
underinflation. Never 
load a tire beyond its 
rating. Instead, adjust 
air pressure for the 
load and/or ambient 
temperature. Hot 
temperatures increase 
air pressure.
 
3. POOR WHEEL 
ALIGNMENT. If wheels 
aren’t aligned correctly, 
tires aren’t rolling 
straight down the road, 
and wear will accelerate. 
This can happen to 

the point where the 
treadwear cuts into the 
casing and even the 
cords. At that point, the 
tire is nothing but scrap. 
Keep in mind that total 
vehicle alignment is 
important in this regard. 
A trailer that’s “dog-
tracking,” or running 
with the rear to one side, 
will wear the tires on the 
tractor, too. 

4. POOR SUSPENSION 
MAINTENANCE. 
Neglect of the 
suspension system 
will create a snowball 
effect, with the tire 
facing uneven stresses 
that change every few 
seconds, as well as a 
suspension system 
that simply cannot 
be brought up to 
spec. Key suspension 
maintenance activities 
include: frequent 
greasing (at least twice 
between every oil 
change) and inspection 
of tie-rods, king pins, 

bushings and the like 
for looseness. 

5. IMPROPER 
MOUNTING/DE-
MOUNTING. This would 
include using starting 
fluid or tools with rough 
edges, failing to clean the 
wheel or inspect the tire 
to make certain it hasn’t 
been damaged or over-
stressed, and replacing 
the core seal rather than 
re-using the old one.

6. IMPROPER REPAIR. 
Never allow a rope 
(patch) repair to serve 
as a permanent fix to a 
punctured tire. The tire 
should be removed soon 
after and inspected, and 
the inner liner resealed. 

7. TIRE UNSUITED TO 
THE APPLICATION. All 
manufacturers rate their 
tires as to suitability for 
position and application. 
Only a few tires are 
designed to work in 
more than one position 
or application. The 
wrong tire or tread will 
not be near as durable 
as the right one. 

Seven tire killers

Avoid these most-common tire 
threats to keep costs low.
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the tire maker’s casing warranty 
might expire at, for example, 
750,000 miles or after three 
retreadings. On the downside, 
some carriers and state govern-
ments restrict retread use on 
steer axles. And not all retreads 
are created equal. If  the retread 
isn’t from a reputable dealer, 
or if  its markings have been 
scrubbed off  the side, think 
twice before buying.

USE WIDE SINGLES. 
Wide singles weigh less and 
save fuel. They also cost less 
than the two tires they’re de-
signed to replace, although 
you have to buy new rims 
to get in the game. Wide 
singles are retreadable, too. 
A retrofit of  wide singles on 
your tractor’s drives will cost 
an estimated $4,400, with 

four new wheels required 
at $350 or more each and 
tires that run around $750 
apiece. With a fuel-efficiency 
gain of  4 percent due to the 
reduced rolling resistance 
singles offer, though, the 
nearly $2,000 yearly fuel 
savings will pay for the new 
wheels and tires in just more 
than two years. If  you’re in a 
payload-sensitive application, 
the weight savings could yield 
bigger revenue, reducing that 
time period dramatically. An 
automatic tire inflation system 
can address the most com-
mon complaint about wide 
singles – inability to “limp” to 
the next service site with a flat 
– by keeping tires inflated to 
proper pressure. Some infla-
tion systems work with tractor 

tires, others with trailer tires, 
and some serve only as warn-
ings when pressure drops.

GO LOW-PRO. For long-
haul, on-highway applica-
tions, a low-profile tire set-up 
with a shorter height than 
width offers advantages in 
fuel-efficiency, handling, 
weight, overall truck height 
and tire life over more stan-
dard configurations. The 
aspect ratio – sidewall height 
measured in a percentage rel-
ative to its width at its widest 
point – of  the most common 
11R22.5 tires is about 100 
percent, meaning the side-
wall height and width are the 
same. Low-pro tires’ aspect 
ratio is around 80 percent, 
with size designations such as 
295/75R22.5. 

STEER
• Four or five straight solid ribs support 

lateral forces created during normal 
handling and cornering and by wind drag.

• Tread pattern design and tread compound 
resists irregular wear in long/medium-haul 
service or is cut-and-chip resistant for on/
off-road service.

• Tread depth delivers long tread life while 
offering low rolling resistance for greater 
fuel efficiency.

DRIVE
• Tread pattern designed with closed 

shoulder (shoulder ribs) for long-haul 
service to prevent irregular wear and 
provide good handling.

• Tread pattern designed with open shoulder 
(shoulder lugs) for regional operation, 
offering secure traction. Blocks in the 
central tread for all. 

• Deep tread for long tread life, but a low 
rolling resistance compound for fuel 
economy.

TRAILER 
• Shallow tread delivers longer life and 

guards against irregular wear.
• Strong solid shoulders for strong dragging 

forces and scrub.
• Special compound reduces rolling 

resistance.

Understanding tread by position
Tire choices are about compromise, particularly when it comes to spec’ing the right tread. In general, 
steer tires are usually rib-type tires with medium tread depth, while drive tires, when traction on snow or 
mud might be a factor, tend to be more aggressive with cross grooves (lugs) and deeper tread depths. If a 
fleet of over-the-road trucks never leaves Florida highways, for example, the fleet would benefit (in both 
wear rate and fuel economy) from use of rib tires on every wheel position.
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with your business could cost 
you thousands of  dollars. In 
addition, it will be impossible 
for you and your accountant to 
accurately analyze your business 
if  your personal fi nances are 
mixed in with your business.

Every month you should 
write a “distribution check” 
out of  your operating account 
to your personal checking ac-
count to cover your personal 
living expenses. The target 
amount can be determined by 
looking at your monthly per-
sonal and family cash require-
ments shown in your personal 
budget. Many banks offer free 
checking, especially for ac-
counts that return no interest. 

It’s important to create a separate bank 
account that will be used to manage the 
income and expenses of  your business. 
All your income from your trucking 
business should be deposited into 
this operating account. In addition, 

trucking expenses 
should be paid for out 
of  this account. 
In the event of  an 

Internal Revenue Ser-
vice audit, having per-
sonal fi nances mingled 

Best practices for healthy cash fl ow, debt avoidance and identity protection

Managing money

Chapter 11
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RESERVE ACCOUNT
The best owner-operators 
have at least $5,000 in reserve 
before they ever go into busi-
ness. That amount should be 
maintained and, if  possible, 
increased, especially with a 
truck that is beyond three 
years in age. The purpose of  
the reserve account is to set 
aside money for large or un-
foreseen items that could put 
a substantial drain on your 
operating cash – major main-
tenance items, tires, quarterly 
estimated taxes and insurance 
deductibles, for example. This 
money can also be used for a 
down payment on your next 
truck purchase or improve-
ments to your current truck. 

Remember AIG? Ameri-
can International Group’s 
fatal exposure during the 
financial crisis of  2008 was 
blindly insuring bonds based 
on subprime home loans. 
When it came time to pay 
up, AIG had its pants down. 
It received a $183-billion 
taxpayer bailout to honor its 
commitments. Like insurers 
and banks, you’re subject 
to developments that could 
threaten your livelihood. At 
the very least, your equip-
ment wears out. Smart own-
er-operators save in propor-
tion to miles run. See Chap-
ter 17 for recommendations 
for savings rates per-mile in 
proportion to the age of  your 
truck. Saving is not easy. It’s 
much harder, though, when 
you deny the inevitable.

CASH FLOW 
PROBLEMS
A few sure ways to avoid 
financial trouble as an owner-
operator:

DON’T TAKE CASH AD-

VANCES. Most company 
drivers are trained to take a 
weekly cash advance for their 
expenses on the road. The 
amount can exceed $250 per 
week. With no cash manage-
ment tools in place, this often 
means that come payday, 
their paycheck is drastically 
reduced. Many drivers carry 
this habit forward when they 
become owner-operators and, 
unfortunately, waste the cash 
on unnecessary accessories, 
entertainment and other items 
that aren’t in the budget. 
Owner-operators who manage 
their cash this way are never 
satisfied with their settlement 
and usually can’t figure out 
where their money is going. In 
addition, transaction fees can 
add as much as 10 percent to 
the advance. The best owner-
operators never take cash ad-
vances. Instead, they use their 
business operating account to 
manage cash flow.

AVOID BEING OVER-LEV-

ERAGED. Around 2005, free-
wheeling lenders and home 
buyers thought housing prices 
would rise forever. Lenders 
made ridiculously large loans 
to borrowers with ridiculously 
low incomes and credit rat-
ings. It was just a matter of  
time before widespread de-
faults would bust everyone’s 

bubble. It can be easy for an 
owner-operator to rack up 
too much debt. A large truck 
loan with double-digit inter-
est is bad enough. Throw a 
few maxed-out credit cards in 
the blender and you’ve got a 
deadly concoction. Successful 
owner-operators never take 
on more debt than they can 
manage to repay on a regular 
schedule.

AVOID OVERDRAFTS. 
There’s nothing like coming 
off  the road to find one – or 
more – bounced check notices 
from your bank waiting in the 
mailbox. In addition to their 
steadily rising overdraft fees, 
numerous banks use a tiered 
structure for those overdraft 
fees. That means fees go up 
as more checks bounce. And 
some banks have developed 
keen memories. That check 
bounced a year ago could 
mean your next mistake will 
trigger the tiered rate. Add 
a merchant’s penalty for a 
bounced check, and the total 
cost for one overdraft can ex-
ceed $50. 

• Monitor your account. 
Record every check soon as 
it’s written. Don’t forget debit 
card purchases. Develop a 
system for logging automatic 
monthly drafts, such as for 
utilities, whether it’s a note on 
a calendar or a future entry in 
your checkbook.

• Use overdraft protection. 
Most banks offer this service, 
which automatically draws 
from your savings or credit 
card account to cover a bad 
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check. If  using savings, you 
obviously need to keep a good 
stash to make it work. Link-
ing to a credit card is a less 
favorable option, but paid off  
quickly it’s still a lot less costly 
than bouncing a check.

• If  you don’t have online 
account access, get it. Even if  
you don’t pack a computer on 
the road, once you’re signed 
up at your bank or credit 
union for online access or 
for mobile banking via your 
smartphone, you can check 
your balance and cleared 
checks anywhere you have 
Web access or a cell signal. 

INDEPENDENTS, USE A 

FACTOR If  operating under 
your own DOT authority is 
your intention, consider using 
a factoring company, or factor, 
to assist in the burdensome 
process of  payment collection 
to avoid cash fl ow problems. 

Factors offer independents 
quick access to invoiced 
amounts from loads hauled as 
quickly as 24 hours after deliv-
ery. Competition has reduced 
factor rates below what many 
brokers charge for their quick 
pay option, plus, factors have 
expanded services to include 
providing access to broker 
credit information, collec-
tions and accounting services. 
There are two types of  factors:

• Recourse factors hold 
the “recourse” in their name 
– ultimate responsibility for 
collecting from the broker 
or shipper on the invoice 
remains with the owner-
operator. 

• Nonrecourse factors are 
the opposite, and since they 
assume responsibility for col-
lecting, the percentage they 
take off  the top, typically 
around 5 percent, will gener-

ally be higher than that of  
recourse factors. 

Credit cards. It is use-
ful to have a business credit 
card. However, most owner-
operators get into the trap of  
spending more money than 
they should because they can. 
If  a credit card balance is not 
paid off  at the end of  each 
month, the interest charges 
typically exceed 18 percent. 
You’ll get the best rate on 
credit cards, as well as other 
forms of  lending, by keeping 
a high credit rating. Federal 
law now requires each of  the 
three major credit reporting 
companies to send you a free 
copy of  your credit report, 
on request, once a year. Visit 
www.annualcreditreport.com. 

ALTERNATIVES 
TO CREDIT CARDS
Comdata and similar fuel 

FleetOne Truckers Advantage fuel card
Interest rate ..........................N/A, operates like a debit account
Benefi ts ...................................6-7-cent/gal. cash price discount in-network  
 + 2-cent/gal. additional discount with rebates; 
 access to parts/maintenance savings programs
Potential disadvantage ......Transaction fees for out-of-network fuel 
 purchases
Yearly potential benefi t
     from fuel purchases ......$1,700 in fuel savings
Annual fee ..............................OOIDA membership: $45; $25 sign-up fee 
 unless done in person at one of three 
 industry events
Website to apply www.truckersadvantage.com   

Chase Ink Cash business card
Interest rate ..........................Six-month intro 0% rate, 13.24-19.99% 
 variable thereafter 
Benefi t features ...................3% cash back on up to $2,000 in qualifi ed 
 purchases each billing cycle, including fuel; 
 1% back on all others; $100 intro cash-back offer
Potential disadvantage ......Low-limit, high-rate card; requires good credit
Yearly potential benefi t .....
from fuel purchases ............$1,180 in cash-back rewards fi rst year, 
 $1,080 thereafter
Annual fee ..............................None
Website to apply ...................www.chasecreditcards.com, 
 click “Business Credit Cards”

If you’re going to 
use credit cards...

Many credit cards have programs that reward use of the card with merchandise, travel credits or other incentives. For business use, 
cash-back rewards are usually the most measurable and cost-effective. Bankrate.com offers comparisons of current rewards and other 
terms for leading cards. Note that high annual fees and interest rates can wipe out the value of rewards.

Comparisons are based on annual diesel purchases of 20,000 gallons at $3. Terms vary according to credit rating.

Reap the benefi ts of use by 
selecting one with a rewards 
program. Find comparisons here:
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cards are available to indepen-
dents looking to combine max-
imum fuel discounts with the 
accounting aspects of  a debit 
card tied to a traditional bank 
account. For single-truck and 
other small fleets, the Com-
data discount fuel network can 
be opted into for discounts 

from the cash price. As part of  
Mastercard’s Maestro point-
of-sale network, all Comdata 
cards are usable anywhere the 
Maestro logo appears. 

A similar product is the 
TCH fuel card. Another is the 
FleetOne Truckers Advantage 
card for Owner-Operator In-
dependent Drivers Association 
members. 

Fuel card resources
• Comdata: www.comdata.com
• FleetOne Truckers Advantage:
   www.truckersadvantage.com
• TCH: www.tch.com
• OTR Pro: www.otrprocard.com

LOOK FOR BIG UP-
SIDE POTENTIAL
Before the housing market 
showed signs of  impending 
doom, a scattered handful of  
clever guys studied mortgage 
data that seemingly smart 
people overlooked, preferring 
to stick to business as usual. 
The few independent think-

ers, and later others, placed 
virtual bets that trillions 
of  dollars in home loans 
were going to go bad within 
months. They could lose a 
little if  they were wrong, but 
could make fantastic prof-
its if  they were right. They 
were.

Most owner-operator busi-
nesses stick to a leased opera-
tion with ordinary freight. 
That’s fine for an operator 
who’s doing the basics and 
satisfied with his net in-
come. Those who stand out 
in terms of  large income, 
though, almost always have 
grasped opportunities others 
overlook. It could be ship-
pers ripe for the picking by 
a small independent opera-
tor. It could be niche hauls 
that require special trailers, 
elaborate securement or te-
dious government clearance. 
Making these moves requires 
risk, money and time, but the 
return can be substantial.

Preventing identity theft

DON’T LET MAIL PILE UP. 
If you do, it not only signals 
that you’re absent. The mail 
could contain  key personal 
data. Make alternate 
arrangements for delivery, 
such as a post office box. 
To remove your address 
from junk mail lists, call 
(888) 567-8688 or visit 
www.optoutprescreen.com. 

AVOID SHOWING YOUR 

LICENSE. Object when you 
believe private parties have 
no special reason to see 
your license. Particularly 
avoid having photocopies 
being made of it. 

WATCH YOUR BACK AT 
ATMs. Make sure no one’s 
hovering too close when 
you use an ATM. Crooks can 
use cell-phone cameras 
to capture PIN keystrokes, 

then lift your wallet to get 
the card. 

PURGE YOUR WALLET. 
Don’t carry your Social 
Security number and other 
important personal data 
in your wallet if you don’t 
have to. If you need remote 
access, arrange for a 
spouse or someone else at 
home to have the data, or 
store it online. 

KEEP A LOCK ON 
DIGITAL DATA. Your laptop 
computer can be stolen 
or lost on the road. Where 
possible, store sensitive 
data on a secure website 
instead of your hard drive. 
When you sell a computer, 
wipe out all personal data. 
Visit wipedrive.com or 
datakillers.com to learn 
how to do it right.

While identity theft can happen to anyone, truckers — especially over-the-road — are more vulnerable than most. 

Which credit card or money 
services do you use most 
frequently on the road?
 Visa 42 percent

 Mastercard 27 percent

 Comdata 19 percent

 Other 13 percent

 ATM 11 percent

 Discover 10 percent

 American Express 8 percent

 Fuel credit card 6 percent

 T-Chek 5 percent

 EFS 4 percent

 FleetOne 3 percent

 TCH  3 percent

 TAB 2 percent

 NATSO Check-link 2 percent

 Other 4 percent
Overdrive 2010 circulation data
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your business. For anyone who 
was a company employee, this 
is a major change. It was your 
employer’s responsibility to 
deduct all required taxes from 
your paycheck, which were 
then reported on the W-2 you 
received in January of  the fol-
lowing year.

Now you will receive a Form 
1099, which shows the gross 
earnings your carrier reported 
to the Internal Revenue Ser-
vice. Your weekly settlement 
statements and receipts pro-
vide the explanations for the 
deductions that will help you 
arrive at your net pay. If  you 
examine the weekly net pay of  
a typical company driver you 
might conclude that owner-

Among the biggest challenges 
in operating your business is 
understanding how you are taxed. 
This is an area where many new 
owner-operators run into problems. 
You can avoid any big surprises on 
April 15 by using good planning 

and record keeping 
throughout the year.
As an owner-operator, 

you are now responsi-
ble for paying your tax-
es yourself  and calcu-
lating the net profi t for 

Good planning and record keeping help you keep tax bills low

Income tax and other taxes

Chapter 12
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operators make more than 
twice the money. 

But no taxes are deducted 
from owner-operators’ settle-
ment sheet. And, furthermore, 
owner-operators do have to pay 
the same taxes as the company 
employee, plus the employer’s 
share of  the FICA and Medicare 
taxes. (Both of  these are self-
employment taxes, as described 
in this chapter.) As an employee, 
only 50 percent of  the self-em-
ployment taxes were deducted 
from your pay, but as an owner-
operator, 100 percent of  these 
taxes must be paid on the net 
profit of  your business. 

Both taxes are paid on Form 
1040 at the end of  the year – but 
estimated tax payments must be 
made each quarter, often in the 
range of  20 percent to 30 per-
cent of  the net income received 
over the quarter. Complying 
with this regulation not only 
avoids a penalty, it eliminates any 
surprises as April 15 approaches.

TYPES OF TAXES
SELF-EMPLOYMENT TAXES. 

These equate to the FICA 
and Medicare withholdings 
paid through a company for 
employees. With the notable 
exception of  tax year 2011-12, 
the self-employment tax rate is 
15.3 percent. This is made up 
of  12.4 percent Social Security 
tax and 2.9 percent Medicare 
tax. For 2011-12, with a reduc-
tion in Social Security’s contri-
bution to the tax by 2 percent, 
the overall rate is 13.3 percent.  

FEDERAL AND STATE IN-

COME TAX. This is calculated 
on your tax return. As a com-
pany employee, this amount 
was estimated and withheld 
from your check. As an owner-
operator, you are responsible 
for its estimation and payment. 

ESTIMATED TAX PAY-

MENTS. Those who expect to 
owe at least $1,000 in tax after 
subtracting withholding and 
credits are required to make 
quarterly payments of  self-em-
ployment taxes and federal and 
state income taxes. Though the 
IRS allows estimates based on 
the prior year’s data, owner-
operator financial services pro-

vider ATBS uses current data 
to compute estimated taxes 
due.

For payment vouchers and 
addresses for IRS and state 
estimated payments, as well as 
other federal tax information, 
visit www.irs.gov.

DEDUCTIONS AND 
RECORD KEEPING
Owner-operators have to esti-
mate the profit of  their business 
so that estimated tax payments 
can be made. The profit also is 
used to calculate the taxes due 
at the end of  the year when the 
Form 1040 is filed. The profit 
equation you should use is:

GROSS PAY 
(as reported on 1099-MISC)

–   ALLOWABLE BUSI-
NESS EXPENSES
=   NET PROFIT

If  you fail to show deduc-
tions (or file a tax return), the 
IRS will determine the taxes 
that are due and not consider 
your deductions. This amount 
certainly will be much higher 
than you otherwise would have 
been required to pay.

As an owner-operator, you 
have many deductible ex-
penses. (For a complete list, see 
Appendix 4.) The main criteria 
in determining deductibility 
are whether you have a record 
of  the expense and whether it 
is a necessary business expense. 
Other than honesty, the best 
protection from audits and 
penalties is good record keep-
ing. You should keep all records 
that support every deduction 

ITEM

Individual tax returns: original due date

Filing extension due

Estimated tax payments

1st quarter

2nd quarter

3rd quarter

4th quarter

Federal Highway Use Tax

DUE DATE

April 15

April 15 (extends to Oct. 15)

April 15

June 15

Sept. 15

Jan. 15

Aug. 31 ($550) 

Tax calendar
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you claim on your tax return, 
beginning with your log book 
for those per diem deductions. 
If  you run leased to a carrier 
and use electronic logs, make 
sure you download your books 
every month or so for tax pur-
poses – the carrier is not likely 
to keep them beyond the time 
it is required to. 

Save and label expense re-
ceipts, maintain an expense 
log, and sort it all at the end of  
every run. A receipt is the most 
obvious evidence of  a deduct-
ible purchase, but you also can 
use canceled checks, bills, cred-
it-card statements, invoices, an 
expense notebook – anything 
showing when, where and what 
you bought and how much 
you paid. Don’t be too quick to 
label expenses “miscellaneous,” 
either. The more specific you 
are, the better.

Don’t forget to collect re-
ceipts for lumper fees and for 
any expenses automatically 
charged to your credit card, 
such as tolls, scales and credit-
card fees. Many owner-oper-
ators maintain separate credit 
cards for business and personal 
use just to simplify keeping 
track of  such expenses.

PER DIEM EXPENSES
The per diem is the tax-
deductible amount the IRS 
assumes you spend on meals, 
beverages and tips when you’re 
away from home on an over-
night business trip. For com-
pany drivers, the per diem is 
an itemized deduction, but for 

owner-operators it is deducted 
on IRS Schedule C and direct-
ly reduces the self-employment 
taxes and income taxes owed 
on the return. 

Since Oct. 1, 2009, the fed-
eral per diem rate has been 
$59. If  you run through a state 
with a higher per diem, how-
ever, you can use the higher 
rate for days spent in that state. 
An over-the-road trucker who’s 
away from home much of  the 
year will save money by using 
the per diem, rather than gath-
ering meal receipts, because 
few people consistently spend 
$59 a day on meals.

To claim the per diem on 
any trip, however, you must be 
away from home for the night, 
which you can prove through 
your log book. A trucker who 
leaves the terminal before 
dawn, works an 18-hour day 
and then returns that night has 
not worked a single day by IRS 
standards because he didn’t 
spend the night somewhere.

It’s important to realize you 
can’t deduct your total per 
diem from your tax bill dollar 
for dollar. The IRS allows you 
to take 80 percent of  the per 
diem as a deduction on your 
taxes. At $59 per day, your net 
per diem deduction is $47.20.

DEPRECIATION
The standard depreciation for 
a new Class 8 truck, commonly 
called “straight-line” deprecia-
tion, is an evenly paced three-
year deduction that’s spread 
over four tax years: year one, 

17 percent of  the cost of  the 
truck; years two and three, 
33 percent each; year four, 17 
percent.

Also common is a varia-
tion of  the four-year formula 
known as accelerated deprecia-
tion. It takes 77 percent of  the 
equipment’s value in the first 
two years, 23 percent in the 
final two. Spacing depreciation 
over four years is so common 
that some owner-operators buy 
a new truck every four years, 
simply to avoid ever losing the 
tax savings.

Section 179 of  the tax code, 
however, makes a tempting of-
fer to owner-operators using 
either straight-line or acceler-
ated depreciation: deducting 
in the first year as much as 
$105,000 of  the cost of  the 
truck. This is no magic bullet, 
however, and it’s not for every-
one. It drastically speeds up the 

What’s it worth?

EXPENSES
 Personal vehicle use $200 
 Contract labor  $700
 Work clothing  $300 
 Credit card charges  $500
 TOTAL $1,700 

TAX SAVINGS
 Self-employment tax 
 (15.3% of $1,700)  $260
 Income tax
 (15% of $1,700)  $255
 TOTAL  $515

In this example, keeping records 
of business expenses saves $515 
in income tax for someone in the 
15 percent tax bracket, or more if 
a state income tax applies.
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higher tax bills that come when 
depreciation runs out; it also 
could move the taxpayer into 
a higher tax bracket. Owner-
operators with a full tank of  
financial self-discipline can use 
Section 179 to zero out tax bills 
as long as possible, often two 
years, while diligently saving 
enough each year – typically 8 
percent of  gross revenue – for 
the inevitable day when the 
IRS comes calling. Consult 

your business services provider 
before trying this. 

LEASE VS. PURCHASE
If  you are leasing your truck 
you can deduct the entire 
amount of  the payment each 
month.

Example 1: Tom leased his 
truck Jan. 1. He is paying $2,000 
per month. His total deduction is 
$24,000 ($2,000 x 12).

On the other hand, if  you 
are purchasing your truck, you 
can deduct the depreciation on 
the total cost of  the truck and 
the interest charges that are 
included in your payment. The 
truck is depreciated through 
accelerated depreciation over 
three years. 

Example 2: Tom purchased 
his truck Jan. 1. The price is 
$60,000. He is paying $2,000 
per month for four years to 
pay off  the truck, 80 percent 
of  which is interest in the first 
year. His depreciation deduc-
tion is one-third, or $20,000, 
and his interest deduction is 
$19,200. His total deduction is 
$39,200.

As these examples illustrate, 
the owner-operator who is 
purchasing his truck has deduc-
tions in the first year that are 
$15,200 greater than the lease 
driver. But in the fourth year, 
the lease driver will still have 
his $24,000 per year, and the 
purchaser will have only inter-
est of  $4,800 to deduct.

In summary, the purchaser 
gets higher deductions in the 
first and second year, but the 
lease driver’s are greater in the 
third and fourth years. The 
net effect is a tax delay for the 
owner-operator purchasing the 
truck.  

Here’s how it works. If  you 
outright sell a fully depreciated 
truck for $30,000, that $30,000 
is considered a taxable gain by 
the IRS. If  instead you trade 
in that fully depreciated truck 
and get $30,000 credit on the 
cost of  a new $100,000 truck, 

TAX MYTH
“In the year you start 

your business, you will 
owe no tax.”

“You will get a big refund 
your first year.”

“You should be 
incorporated.”

“You don’t have to 
make estimated tax 

payments.”

“‘Tax-deductible’ or 
‘writeoff’ means getting 

something free.”

“You can deduct 
deadhead mileage and 

days off because of 
illness.”

“You can deduct the cost 
of your dog.”

“You can deduct out-of-
route miles.”

“You can deduct the 
standard mileage rate 

for every mile you run.”

TAX REALITY
This is not true, especially if you are leasing your 
truck.

You potentially can get a refund to the extent of 
taxes paid. 

Example: If your withholding as a company driver 
was $100 before you became an owner-operator, 
and you paid no additional taxes during the year, the 
most you can receive as a refund is $100.

Not necessarily. Incorporation only makes sense 
when the tax savings are greater than the additional 
costs. (See Chapter 13, “Choosing a Business 
Structure.”)

Payments are required quarterly.
Most of the time it reduces your federal taxes only 
from between 15 percent and 30 percent of the 
value of the item purchased.

Because you deduct only your actual expenses while 
working and are taxed only on the profit you make 
while working, you’re already getting a deduction 
for deadhead and time off.

Generally the dog is deductible as long as it is part 
of the trucking operation. Typically this means that 
the dog lives in the truck and is always with the 
truck. 

You deduct your actual expenses while working, 
which already includes out-of-route miles — as with 
deadhead, and you can’t deduct anything twice.

You can deduct actual expenses or the standard 
mileage rate, but not both. For most owner-
operators, the actual expense deduction usually 
makes sense.
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that $30,000 credit also is con-
sidered a gain, and it has to be 
accounted for – generally by 
allowing you only $70,000 in 
depreciation over the life of  
the second truck. After enough 
frequent trade-ins, each one 
failing to give you full deprecia-
tion value, you wind up buying 
a large piece of  equipment 
without a lot of  depreciation 
to show for it. If  you want to 
change equipment that fre-
quently, leasing might be a 
better long-term option than 
buying. Consult your business 
services provider for advice that 
fits your unique situation. 

On the other hand, consid-
ered financially, it usually costs 
less to buy in the long term. For 
more on this tough financial 
choice, see Chapter 14.

MINIMIZING 
YOUR TAXES
Following are examples of  tried 
and proven tax reduction tips: 

GET HELP. The U.S. Internal 
Revenue Code is 3.4 million 
words long, seven times the 
length of  War and Peace. In type 
this size, it would fill 41 issues of  
Overdrive magazine, with no room 
for photos or ads. Small wonder 
that income-tax advice some-
times can be complicated. That’s 
why owner-operators need a 
business services provider who 
specializes in owner-operator 
businesses. A consumer tax 
preparer may not even know, 
for example, that the per diem 
works differently for truckers and 
other workers subject to federal 
hours-of-service regulations. 

SAVE MONEY TAX-FREE. 
If  you don’t have a retirement 
account, start one. Up to a 
point, the money you put into 
an IRA, SEP or 401(k) is tax-
exempt until you start drawing 
it out, many years later. Put 
money into it regularly – ide-
ally every week. 

TRACK PERSONAL VE-

HICLE MILES. You cannot 
deduct mileage on your per-
sonal vehicle to get to and from 
work, but you can deduct it if  
you make a business-related trip 
to the bank, the post office, a 
business meeting, a truck show, 
or a dealership, supply store or 
parts yard – even to a grocery 
store if  your purchases were 
business-related. Keep a log in 
the glove compartment or on 
the dashboard of  your personal 
vehicle in which you jot the 
date, mileage and purpose of  
each business-related trip.

For tax year 2012, the IRS 
deduction for business miles 
is 55.5 cents. There are also 
smaller deductions for other 
personal-vehicle miles: 23 cents 
for medical-related trips or 
miles incurred in a household 
move, and 14 cents a mile for 
charitable trips, such as Meals 
on Wheels deliveries.

GIVE TO GOOD CAUSES. 
Donations to churches, schol-
arship endowments, charities 
such as the Red Cross and the 
Salvation Army and nonprofits 
like Trucker Buddy all are tax-
deductible. Gifts to business 
associates are tax-deductible, 
too, but severely limited: $25 in 
gifts per associate per year. And 
if  you’re leased to a fleet, keep 

in mind that some carriers have 
policies against you giving gifts 
to dispatchers or safety officers; 
it looks like bribery, and could 
void your contract.

HIRE THE KIDS. If  you put 
an adolescent child on the pay-
roll and pay her, say, $4,000 for 
the year, she pays no taxes on the 
income because she didn’t make 
enough – but you pay no tax 
on it, either. Make sure the kids 
are doing age-appropriate work 
and keep documentation of  it, 
including filing a W-2 just as you 
would with an adult employee. 

CLAIM TUITION TAX 

CREDITS. If  you’re paying 
tuition for yourself  or your chil-
dren to a qualified educational 
institution, take the tuition tax 
credit. The tuition generally 
has to be to a school that offers 
a federal student loan program, 
which eliminates some drivers 
or diesel training programs. 

USE THE CALENDAR. Be-
fore Dec. 31, buy whatever big-
ticket business equipment you 
can: new tires, a laptop, an in-
cab heater. If  you buy it on cred-
it, you get the tax benefit quickly 
while postponing the cost.

Other tax-cutting tips:
• If  you wash your truck at 

home, you can claim the cost 
of  household water and deter-
gent for washing the truck. Be 
sure to document the date and 
time. 

• You can deduct an enter-
tainment expense if  you buy 
dinner for a driver you are try-
ing to recruit for your company. 
But you can’t deduct the cost 
of  a video for entertainment.

• You can deduct the cost of  
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a CD player and a VCR, but 
not CDs or videos unless they 
are used for educational pur-
poses related to your business. 

• If  you qualify for a home 
mortgage and your monthly 
payment isn’t much more than 
your rent payment, you can 
save a lot in taxes because all 
interest and real estate taxes are 
tax-deductible. Rent is not.

IRS AUDITS
The IRS usually has three years 
to challenge deductions or 
income stated on your return 
by requesting an audit, so you 
should keep your records for at 
least three years. An audit can 
be done either by mail or in per-
son. The statute of  limitations 
can be up to six years for re-
turns where there is evidence of  

an understatement of  income 
of  25 percent. If  the return is 
found to be fraudulent with 
the intent to evade tax, or if  no 
return is filed, an action can be 
brought at any time. The fact 
that the IRS is auditing your 
return does not mean you or 
your CPA made a mistake.  

If  you receive a notice you 
are being audited, the first thing 
you should do is contact the 
person who prepared your re-
turn. However, only a Certified 
Public Accountant or Enrolled 
Agent can represent you in an 
audit. What’s your chance of  
being audited? The Internal 
Revenue Service says 4 percent 
of  tax returns filed by the self-
employed with at least $100,000 
in revenue get special attention.

IRS computers typically 
raise a flag when income 
stays the same but expenses 
dramatically change, or vice 
versa. Claiming substantial 
expenses not common to a 
single-truck owner-operator, 
such as utilities, advertising 
or inventory, also might draw 
an audit. Of  course, the re-
ality of  the owner-operator 
world is that a single engine 
rebuild can spike expenses 
for the year. Income, too, can 
be quite volatile, especially 
for independents. If  circum-
stances such as those put you 
among the one in 25 who 
meet face to face with the 
IRS, just make sure you’ve 
got the documentation. Most 
IRS auditing of  the self-em-
ployed boils down to verifying 
expenses.

Watch yourself in these areas

Three potential audit problems for owner-operators:

NO FIXED RESIDENCE. Make sure 
you have an established residence 
where you collect mail, even if it’s 
a parent’s house you rarely visit. 
Without a home to be away from, you 
don’t qualify for the daily per diem 
writeoff for meals.

QUESTIONABLE HOME OFFICE. 
The IRS rules for home offices are 
so strict they exclude most owner-
operators. Deductible home offices 
must be used exclusively for the 
business and nothing else, not 
even at nights and on weekends. 
That goes for any equipment in the 
office, too, including the computer 
and the TV set. More of a hurdle 
to truckers, however, is that the 
deductible home office must be 
the operation’s primary place of 

business and must be used regularly. 
In most instances, the home-office 
deduction is legitimate only when 
a driver has a spouse or partner 
who stays at home and regularly 
does the load booking, dispatching, 
handling of multiple trucks or other 
business functions. You’ll also need 
your business services provider to 
help you with the paperwork, as the 
required 43 lines on IRS Form 8829 
get confusing. 

MINGLED ACCOUNTS. No law 
requires separate business and 
personal checking accounts or credit 
cards, but the law of common sense 
says otherwise. If you’ve mingled 
church and state, good luck proving 
to the taxman that grocery receipt 
was for meals in the truck.

CIVIL OFFENSES
Filing late (due date with extensions)

Fraud

Paying tax late
Frivolous return

Failure to supply Social 
Security number

STATUTE OF LIMITATIONS
Majority of returns

25 percent understatement of income
False or fraudulent returns with the 

intent to evade tax, or no return

PENALTY AMOUNT
5 percent of tax due per month 
late, limited to 25 percent
15 percent of tax for each month, 
limited to 75 percent of tax
0.5 percent of taxes due per month
$500
$50 for each person 
required to supply

3 years from date of filing
6 years from date of filing

Any time
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of  a CPA, tax attorney or busi-
ness services provider who spe-
cializes in the trucking industry 
is strongly recommended before 
a decision is made.

SOLE PROPRIETOR. This 
is a business owned by one 
person. It is the least expensive, 
simplest and least regulated type 
of  business structure. There 
is no formal setup, as it begins 
when you start earning revenue 
as an owner-operator. This typi-
cally is the best choice for a new 
business. The only downside 
is the legal liability. In the eyes 
of  the law, the owner of  a sole 
proprietorship is the business. 
In the event of  an accident, for 
example, you could be liable for 
millions of  dollars in damages 
and medical expenses.   

Also, debut incurred by the 
business is the responsibility of  
the owner. If  your business gets 
into fi nancial trouble, creditors 
can seize your house and other 
personal possessions.

PARTNERSHIP. A partner-
ship is similar to a sole propri-
etorship but is owned by more 
than one person. The individu-
als forming the partnership are 
taxed separately, as they would 
be if  they were sole proprietors. 
A partnership also is easily 
formed, but a written agree-
ment is strongly recommended 
to spell out duties, responsibili-
ties and fi nancial terms. Your 
business services provider can 
help you draw up a simple writ-
ten partnership agreement. 

The advantage of  a partner-
ship might be in having access 
to extra start-up capital or in 

Chapter 13

About 80 percent of  U.S. businesses 
are sole proprietorships, and the 
majority of  owner-operators are sole 
proprietors. In addition, there are fi ve 
other ways to set up a business:
• Partnership
• C Corporation (C Corp.)
• S Corporation (S Corp.)
• Limited Liability Company (LLC)
• Limited Liability Partnership (LLP)

Each business form 
has its advantages and 
disadvantages, and 
one may work better 
than another for your 
particular situation. 
However, the advice 

What legal form works best for your operation?

Choosing a 
business structure
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providing a co-driver. To be suc-
cessful, each co-driving partner 
should bring something to the 
table. One may be strong in 
financial matters, for example, 
while the other may have me-
chanical expertise. Each partner 
is held responsible and person-
ally liable for the actions of  the 
other in a partnership. 

The different types of  part-
nerships: 

Family partnership. Mem-
bers of  a family can be partners. 
However, family members (or 
others) will be recognized as 
partners only if  certain Internal 
Revenue Service criteria are 
met.  

Husband-wife partnership. 
If  spouses operate a business 
together and share in the profits 
and losses, they may be consid-
ered partners whether or not 
they have a formal partnership 
agreement. 

CORPORATION. A corpo-
ration is different from a sole 

proprietorship or partner-
ship because it is treated as a 
separate entity from its owners, 
shareholders and employees. 
Incorporation laws differ from 
state to state. Setup cost varies 
from a few hundred dollars to 
a few thousand. In addition, 
incorporating requires numer-
ous forms, records and formal 
annual meetings. Incorporating 
outside your home state can 
lead to problems. Normally, in-
corporating is not a good choice 
for owner-operators because 
costs usually exceed benefits. 
The two types:

C Corp. The corporation pays 
taxes on the income it earns. 
The driver is an employee of  
the corporation and should 
receive a payroll from the cor-
poration. If  the driver does not 
receive a payroll, the amount 
taken out of  the corporation is a 
dividend and subject to double 
taxation both at the corporate 
and individual level. 

This usually is not the best 
choice for an owner-operator.

S Corp. This allows the 
driver, still an employee, to 
report the income of  the S 
corporation on his personal 
tax return. Since the income is 
taxable at the individual level, 
no double taxation exists. S 
corporation earnings are not 
subject to self-employment tax, 
but compensation must be con-
sidered “reasonable,” or it will 
immediately be a red flag to 
the IRS and potentially trigger 
an audit. A good rule of  thumb 
used by advisers at ATBS is 
to think about setting up an S 
Corp when net earnings begin 
consistently to exceed $70,000 
yearly. 

LIMITED LIABILITY 

COMPANY (LLC). Like the S 
corporation, the LLC offers 
protection for owners, and 
profits can pass through the 
owner’s personal income tax 
return if  the LLC has a sole-
proprietor tax designation. 
This means you are not sub-
ject to double taxation such as 
in a C corporation. LLCs are 
generally simpler and more 
flexible than corporations. 
However, an LLC can have an 
S Corp designation, in which 
case taxes are filed similarly to 
an S Corp. Each state treats 
LLCs differently. LLCs can be 
expensive to set up. 

LIMITED LIABILITY PART-

NERSHIP (LLP). The LLP also 
can be expensive and compli-
cated to set up and generally is 
not recommended for owner-
operators. 

Do you need an employer identification number (EIN)?

You do if you answer “Yes” to any of 
the following: 

Do you have employees? Do 
you operate your business as a 
corporation or a partnership? Do 
you file any of these tax returns: 
Employment, Excise, or Alcohol, 
Tobacco and Firearms? Do you 
withhold taxes on income, other than 
wages, paid to a non-resident alien? 
Do you have a Keogh plan? Are you 
involved with any of the following 
types of organizations?

• Trusts, except certain grantor-
owned revocable trusts, IRAs, 
exempt organization business 

income tax returns 
• Estates 
• Real estate mortgage 

investment conduits
• Nonprofit organizations 
• Farmers’ cooperatives 
• Plan administrators
Additionally, if you provide 

health insurance for your 
employees, you may need a 
National Standard Employer 
Identifier (NSEI) for your electronic 
health transactions. To determine 
whether you need an NSEI, refer 
to http://aspe.hhs.gov/admnsimp/
faqemp.htm.
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three to fi ve years. Your 
monthly payments include 
principal and interest. With 
many fi nance contracts you 
pay more interest per payment 
in the early years and pay 
down more of  the principal 
per payment in the later years.  

LEASING. Leasing is very 
similar to renting. You pay for 
the use of  a truck that is not 
actually yours. Leasing is dif-
ferent from buying through a 
carrier’s lease-purchase plan. 

Leases vary greatly, but two 
types are most common:

• Operating (full service) 
lease: The lessor furnishes 
the truck and is responsible for 
maintenance, taxes and per-
mits. At the end of  the lease, 

If  you’re among the 90 percent of  
buyers who can’t afford to pay cash 
outright for a truck, one of  the most 
basic decisions you need to make is 
whether to buy or lease. Each option 
has advantages and drawbacks.
PURCHASING. When you take out 

a loan and arrange to 
fi nance a truck, you are 
buying the vehicle and 
will own it at the end 
of  the contract. A loan 
requires monthly pay-
ments, usually over 

Determine your best method for acquiring a truck

Buying a truck vs. leasing

Chapter 14
Resist buying or leasing the truck that 
catches your eye unless its specs match 
the application you plan to work in.
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the lessee walks away.
• Terminal rental adjust-

ment clause (TRAC) lease: 
This type of  lease is com-
monly used by trucking com-
panies. At the end of  the lease 
term, instead of  turning in the 
equipment, the lessee is re-
sponsible for the residual value 
of  the truck. Under a TRAC 
lease, you make a small down 
payment, which usually equals 
about two months’ worth of  
payments under a traditional 
financing arrangement. At the 
end of  the lease – typically 
four or five years – you buy 
the truck for its residual value 
by making one large payment, 
often called a balloon pay-
ment. Or, at the end of  the 
lease, you can ask the lessor to 
sell the truck. If  he gets more 
than the residual value, you 
get the difference; if  he gets 

less, you pay the difference.

DEFINE YOUR 
BUSINESS
Most potential owner-opera-
tors wouldn’t dream of  going 
to a carrier without already 
having a truck. Any reputable 
carrier representative will be 
eager to talk with you and help 
you understand his operation 
before you own the truck. As 
you talk with potential carri-
ers, further outline your busi-
ness model. This is a great 
opportunity to spec the right 
truck for the work you are 
planning. 

Before talking with a sales 
representative about buying or 
leasing, make sure you can an-
swer a few key questions:  

Does the carrier have tractor 
restrictions that will affect your 
purchase? Some companies 

won’t use trucks that are more 
than four years old, or may 
require additional items such 
as a headache rack. 

What fees apply to you as 
an owner-operator? Are you 
required to pay the Federal 
Highway Use Tax (FHUT) 
before you can drive? Are you 
required to buy base plates at 
startup? What are the dead-
head miles to your first load? 
How much will you need as a 
down payment for insurance? 
Does your carrier require ad-
ditional purchases, such as 
a Qualcomm system? If  so, 
when? 

What are you being paid per 
mile and what are the average 
miles per month you can ex-
pect to run? Dispatchers and 
other owner-operators may be 
more candid than others. 

Are you running on flat 
land or mountains? Do you 
want top-end speed or pulling 
power? 

WARRANTIES
Warranties are a major source 
of  misunderstanding. One of  
the biggest misconceptions is 
that warranties are bumper-
to-bumper. Most warranties 
– especially on used trucks 
– are limited. All the same, 
robust powertrain warran-
ties, even those applied late 
in the life of  a used engine, 
are effective insurance against 
premature catastrophic failure. 
Owner-operators still making 
payments on their truck or 
rebuild loans will benefit, as 
will operators whose operating 

TRUCK LEASING TIPS

• Spec the most common type of truck 
for your application.

• Compare the stated residual 
value with the resale value of a 
similar truck. Ask to see the truck’s 
maintenance records before signing 
the lease.

• Don’t rush. Check out two or 
more lease deals. If possible, have 
an accountant or attorney look at 
the deals. Try to negotiate. 

• Get a written cost comparison 
between an outright purchase and 
a lease from each dealer. Have your 
accountant assess each.

• Make your lease term as short 
as possible, and know what happens 
at the end of the lease.

• Make sure there are no mileage 
limitations. If there are, make sure 

they are well within the mileage 
plans of your operation.

• Be aware of alteration restric-
tions, and make sure all warranties 
pass through to you.

• Find out when payments are 
due and what to do in case of an 
accident.

• Understand the conditions under 
which you can get out of the lease.

• Before signing a lease, consider 
maintenance funds. (See Chapter 17 
for escrow savings amounts for the 
truck as it ages.) 

• Understand how the IRS views 
the agreement. If the lease does 
not include a buy option, you can-
not depreciate the vehicle, but you 
should be able to write off payments 
as an expense. 
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income is such that they can’t 
keep up with recommended 
maintenance savings. Keep 
in mind that warranty costs 
increase with equipment age 
but can decrease with major 
preventive maintenance in-
vestment, such as an engine or 
transmission rebuild. 

With both new and used 
equipment warranties, take as 
much time as you need to un-
derstand the warranty being 
offered. Gain a solid under-
standing of  claim procedures, 
such as who accepts and 
rejects claims. You may even 
want to ask what criteria are 
used in the decisions.

CARRIERS WITH LEASE-
PURCHASE PLANS
Lease-purchase plans are pop-
ular paths to truck ownership, 
particularly among operators 
with shaky credit, but some 
carrier contracts make it dif-
ficult to generate enough rev-
enue to meet payments. The 
contracts may require high 
weekly payments, mainte-
nance accounts or end-of-lease 
balloon payments.

They generate the most 
controversy for practices that 
favor the company at the ex-
pense of  the owner-operator. 
Common complaints include 
mileage manipulation in the 
latter stage of  the contract and 
unadvertised fees and charges. 

But another approach 
practiced by some carriers is 
centered around developing 
an owner-operator base and 
helping contractors develop 

their businesses. Do diligent 
research on the carrier and 
analyze the lease carefully.

THE CoNTRACT
If  you have questions after 
reading the contract, consider 
hiring a lawyer or financial 
adviser to review it. Make sure 
items such as down payment, 
weekly/monthly payments, 
escrow accounts, length of  
contract and what you’ll owe 
at the end of  the agreement 
are spelled out. 

Work up a budget to give 
you an idea of  what truck 
payments you can afford and 
how much revenue you’ll need 
to cover payments and other 
financial obligations. Given 
the age of  the truck, estimate 
what it will be worth when you 
complete the contract.

Many carriers offer no-
money-down contracts, but this 
often means higher periodic 
payments. Weekly payments 
of  $400 to $600 aren’t uncom-
mon. Finance company Lone 
Mountain Truck Leasing offers 
lease-to-own plans requiring 
$3,000 to $4,200 down with 
payments of  about $1,100 a 
month over 24 to 42 months.

Be alert to the amount of  
any balloon payment at the 
contract’s end and how you’re 
going to save for it. Other 
important contract consider-
ations: 

• Some leases make you 
pay extra for driving beyond a 
certain number of  miles. You 
should be free to run enough 
to make it worth your time.

• Some agreements require 
you to do maintenance on a 
predetermined schedule. You 
should be able to set your own 
reasonable schedule.

• A carrier should be willing 
to show you the truck’s title if  
the agreement includes a buy-
out. Check the serial number 
against the truck.

• All settlement deductions 
should be clear and proper. 
Never sign a lease or purchase 
contract you don’t fully under-
stand. 

ESTIMATE TRUE COSTS. 
Calculating the total cost of  a 
truck under a lease-purchase 
plan can be difficult. It’s easy 
to hide the amount of  inter-
est in vehicle leases. Beyond 
knowing the monthly lease 
payment, make sure you know 
the total purchase price. The 
cost of  interest isn’t the only 
factor. Given the price and 
condition of  a truck at the 
beginning of  the lease, you 
should make an informed esti-
mate of  what it will be worth 
by the time you take owner-
ship. Otherwise, you run the 
risk of  having little equity to 
put toward your first trade. 
Some buyers have come to 
their final payment, known as 
a balloon payment when it is 
structured to be a large pay-
ment, only to find the truck is 
worth less than the balloon. 

UNDERSTAND ESCROW 

ACCOUNTS. Also sensitive 
are the size and handling of  
escrow accounts. While every 
owner-operator wants control 
of  his finances, a fairly admin-
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istered maintenance account 
can be helpful to the lessee 
who lacks the self-discipline or 
experience in putting money 
aside. Nevertheless, you 
thoroughly should check out 
escrow requirement terms be-
fore signing a lease-purchase.

The contracts often require 
an initial security escrow of  
$1,000 to cover any expenses 
the lessee fails to pay. Main-
tenance escrows, which are 
funded throughout the length 

of  the lease-purchase, usually 
are required. These payments 
can become a point of  conflict 
for operators who assume that 
money will be returned at the 
lease’s end, but then get little 
or none of  it back because of  
carrier charges. A lease con-
tract should state the precise 
purpose of  escrows and that 
all unused escrows should be 
returned, with interest, at the 
end of  a lease. 

The potential loss of  es-

crow money and equity built 
through a lease-purchase 
makes it essential that you 
determine whether you can 
remain with a carrier for the 
life of  the lease. Make sure 
the carrier will provide you 
with enough work over the 
life of  the lease-purchase to 
make your payments and still 
live comfortably. Should you 
change carriers, it is rare to be 
able to move a truck under a 
lease-purchase. 

The supply of used cars is almost 
endless. The cars on a lot near you will 
in essence be the same cars at any 
dealer across the country. You can do a 
quick background check on the model 
that you’re interested in, take it for a 
test drive, do a quick inspection and buy 
the car of your choice and be relatively 
certain you’ll get a good deal. It’s not so 
simple for commercial trucks. 

EVALUATE COMPONENTS AND 
FUEL EFFICIENCY. The model alone 
tells you very little. Because trucks 
can be spec’d so many ways, you 
need to know much more about 
components in a particular vehicle 
— the engine, transmission, rear end 
ratio, horsepower and torque settings, 
component weights, and etc. The 
specs can impact your profitability. 

With your application in mind 
— type of freight, regions to haul 
in, etc. — spec the truck from the 
bumper to the mud flaps. The first two 
priorities are always fuel mileage and 
low maintenance cost. The things to 
consider include body style, engine, 
transmission, rear end ratio, tire 
sizes and styles, weight, accessories, 
mileage, sleeper size, etc. Specs 
properly matched to your application 

also contribute to better fuel 
economy. With fuel prices hovering 
around $4 a gallon and forecast to go 
higher over the long run, the number 
one factor in truck choice should be 
fuel economy. Dig deep to find what 
you need.

START YOUR SEARCH. A simple 
Google search will get you started. 
List all truck models that might meet 
your criteria. In the beginning, you 
might want to try to match your 
criteria exactly. If you are having 
trouble, lighten up a bit on the 
requirements. Give yourself plenty of 
time: 30 to 60 days is not out of the 
question. Be persistent.

NARROW YOUR LIST. Once you 
have found three to five trucks that 
meet your requirements, rank them 
by preferences. Run a VIN check 
online to get as much history as 
possible through services like RigDig.
com. You’ll find ownership history, 
insurance claims, accidents, mileage 
history and more. When you find a 
clear reason not to buy a certain 
truck, put it aside.

RESEARCH IN DEPTH. Call the 
dealer and get as much information 
as possible: maintenance history, full 

ECM reports, pictures, even video. If 
a dealer says he doesn’t have this 
information or otherwise puts you off, 
move on. Other dealers will work with 
you, and their cooperation is critical 
to making the right decision. Take time 
to research what kind of operation the 
truck has been in, whether it’s been 
parked for extended periods of time 
and what preventive maintenance 
has been done. If the truck came 
from a large fleet, chances are its 
maintenance records are available. 

SCHEDULE INSPECTIONS. Three 
separate inspections are ideal, 
performed by shops other than the 
selling dealer: 

Engine inspection by an original 
equipment manufacturer shop (i.e., 
a Detroit Diesel garage for a Detroit 
engine). This should include tests for 
dyno, engine blow-by, oil analysis and 
charge air cooler, and an evaluation as 
to whether the condition of the engine 
is reasonable for its mileage.

Front end inspection. This provides 
a good indication of how well the 
truck has been maintained.

Bumper to mudflap inspection by 
a well-qualified mechanic. Ask the 
mechanic for his opinion on the truck 
overall, including the condition of all 
major systems.

What about buying used?
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most independents do, they 
often fi nd trailer ownership 
has signifi cant earning poten-
tial. Leased owner-operators 
who own their own trailer 
gross about 6 percent more, or 
$10,000 annually, than those 
who don’t. They keep more 
than half  that. Among all 
owner-operators, trailer own-
ership brings a $6,000 gain in 
yearly net income. Even with 
the additional costs of  operat-
ing your own trailer, the aver-
age added earning potential 
in fl atbed, dry van and reefer 
segments returns the invest-
ment in roughly two or three 
years.

Some independents own 
more than one trailer, so they 

Is a trailer worth the investment? For 
many owner-operators, yes. And it 
should take less than four years to 
earn back that investment, even when 
buying new equipment. According 
to Overdrive research, 93 percent of  
independent owner-operators already 

own their own trailers, 
as do 48 percent of  
leased owner-operators. 
While leased op-

erators don’t have the 
pressing need to pro-
vide a trailer that 

Spec’ing smartly can increase your profi ts

Choosing a trailer

Chapter 15
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can haul van freight one day 
and flatbed freight the next, 
and this is not out of  the 
question for leased owner-
operators. One big advantage 
of  trailer ownership for many 
owner-operators is the peace 
of  mind in knowing who’s in 
charge of  maintaining trailer 
tires and brakes. On the other 
hand, that maintenance is a 
chore – and an expense – bob-
tail owners don’t have.

An owner-operator who 
owns a trailer also has more 
responsibility for staying 
loaded, as company drop-and-
hook operations are mostly off  
limits. Trailer ownership can 
carry other responsibilities, 

too, such as the cost of  plates. 
But for a leased operator, the 
real results require consider-
ation of  the carrier’s operation 
and yours. All other factors 
being equal, many fleets pay 
owner-operators with their 
own trailers more than owner-
operators hauling company 
trailers. 

Some all-owner-operator 
fleets actually require their 
leased operators to own trail-
ers. Other fleets, because of  
liability concerns, are just the 
opposite, not allowing owner-
operators to pull anything but 
company trailers. Depending 
on the application, a leased 
operator can boost line-haul 

revenue by 5 percent to 10 
percent. 

SMART TRAILER 
SPEC’ING
Factors like maintenance ex-
penses, longevity and handling 
ease play vital roles in getting 
what you want in a trailer. You 
won’t realize low cost-per-mile 
if  your trailer breaks down, 
is expensive to maintain or 
can’t handle your loads well. 
Knowing definitively what you 
intend to transport, where you 
plan to work and how long 
you intend to keep the equip-
ment will help you balance 
price with projected mainte-
nance costs. 

Know your application. For 
example, hauling heavy-foot-
print products, like paper rolls, 
requires higher floor ratings. 
Applications with additional 
equipment, like automotive 
racks, require interior designs 
that protect the trailer from 
damage during loading and 
unloading.

Loading cycles can vary 
greatly – from weekly to mul-
tiple daily loads. The greater 
the frequency, the faster 
the equipment wears. Con-
sider your trailer’s versatility, 
spec’ing the size, model, style 
and axle and suspension con-
figuration so you can run the 
trailer in several states, as well 
as in Canada. For example, 
if  you intend to haul in Cali-
fornia, you should be aware 
of  laws that involve trailers. 
California is the only state that 
has an axle spacing law that 

If you spec your trailer to fit your 
needs and plan to hold on to it until 
it wears out, you don’t need to worry 
about versatility. But spec’ing a trailer 
too closely to your application will 
limit its resale potential. For example, 
a 45-foot trailer will attract fewer 
buyers and generate less trade-in 
value than 48-foot or 53-foot models. 
Consider these other specs:

• Air ride suspension: It will bring 
more at resale than a mechanical 
spring system because the trailer 
will be in better condition and have 
more versatility in what it can haul. 

• Air-assisted pin pull 
mechanisms: These devices 
enhance operation and potentially 
avoid back injuries when 
repositioning the tandem. 

• Automatic docking control: This 
allows precise positioning as you 
drop the trailer.

• Deck lock: This device 
maintains the deck’s height for 

easier loading and unloading. 
• Track width: If you spec the 

standard track width of 77.5 inches, 
you could equip the trailer with 
standard duals or wide-base single 
tires using 2-inch outset wheels. On 
the other hand, if you spec an 83.5-
inch track using zero outset wheels 
to accommodate super singles, 
buyers won’t have the option to use 
duals.

• King pin setting: Spec’ing a 
standard setting will appeal to more 
buyers than a customized setting.

• Stability systems: These 
are gaining in favor as a spec to 
improve handling, avoid rollovers 
and increase trailer longevity. 

• Automatic tire inflation 
system: Tire inflation is important 
to enhancing durability, increasing 
resale potential and reducing cost 
per mile. These systems also help 
improve cornering and overall 
handling.

Optimizing trailer resale value 
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requires distance from the king 
pin to the rear axle be 40 feet 
or less. In other states, 43 feet 
is typical. Spec’ing a sliding 
axle will give your trailer the 
necessary versatility. 

Also in California, once en-
gines on refrigerated trailers 
pass emissions testing, they 
are in compliance for seven 
years. Beginning in 2012, en-
gines of  2005 model year and 
newer must meet ultra-low 
emissions standards by seven 
years after the model year. 
In 2013 new requirements 
for fuel-saving aerodynamic 
equipment on dry vans go 
into effect for 2010 and older 
trailers. Already, 2011 trail-
ers must be EPA SmartWay 
approved or equipped with 
aerodynamic retrofits.

Minimize maintenance. 

Spec premium quality for 
components, such as long-life 

brake linings and long-life 
wheel ends and seals. Con-
trolling corrosion will also 
reduce maintenance wor-
ries. You’re reducing cost per 
mile and maintenance costs 
by spec’ing special coatings 
that protect trailer parts. For 
example, some trailer manu-
facturers offer galvanizing to 
protect door frames, hinges 
and the entire sub-frame.

Spec’ing any system that 
eliminates wearable parts 
will minimize maintenance. 
For instance, Hendrickson’s 
Intraax suspension integrates 
the axle into the beam with 
no wearable parts on the axle 
connections. In reefers, a 
glass-reinforced thermoplastic 
liner can reduce maintenance 
expense and help the trailer 
maintain excess cooling ca-
pacity, reducing operating 
costs. Similar premium prod-
ucts could include a puncture 
guard liner to protect the 
trailer interior against punc-
tures and thermoplastic coat-
ing to apply to suspensions 
and landing gear. 

Reduce weight. Weight re-
duction helps operators who 
typically “load out” at 80,000 
pounds because it means ad-
ditional payload. It also helps 
those who usually “cube out” 
because every pound saved 
increases fuel-efficiency. 
Lighter weight usually car-
ries a higher price, but every 
pound saved on equipment 
means more potential pay-
load. Furthermore, for every 
300 pounds you eliminate, 

you gain 0.2 percent in fuel 
efficiency, experts say.

The biggest weight saver is 
spec’ing aluminum, which is 
also more corrosion-resistant 
than steel. Aluminum can be 
substituted for steel in cross 
members that support the 
floor and for hardwood floor-
ing. Aluminum rims can re-
place steel disc wheels.

SmartWay SpecS
While basic trailer con-
struction doesn’t lend itself  
to aerodynamics, the U.S. 
Environmental Protection 
Agency’s SmartWay Trans-
port Partnership focuses on 
technologies that can make 
trailers more aerodynamic. 
These devices can be spec’d 
when ordering your trailer 
or acquired separately as 
add-ons. SmartWay-certified 
aerodynamic devices include 
gap reducers, tails, end fair-
ings and side skirts. Some 
combinations of  them can 
provide fuel savings of  5 per-
cent or more, according to 
EPA. However, these products 
can cost from a few hundred 
to a few thousand dollars, 
and they add weight, require 
maintenance and may need 
replacement before the trailer 
does. Furthermore, if  you 
run in California, continued 
business there may require 
investment in these devices, as 
noted earlier. For more infor-
mation, do an Internet search 
for “SmartWay Tractors & 
Trailers.” 

LEASED OPERATOR
TRAILER OWNERSHIP 

PROS
•  Increased revenue
•  Confidence in condition of 

equipment 
•  Depreciation savings in first 

three ownership years 
•  Opportunity to customize 

operation to fit your needs

CONS  
•  Increased maintenance costs
•  Increased administrative costs 

(insurance, plates, etc.)
•  More responsibility for staying 

loaded
•  Possible reduction in total loaded 

miles due to less drop-and-hook  
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and other secured loans, such 
as cars or houses, are lowest 
because assets are backing 
them up. A bank’s business 
loan often is around 1 percent 
a month or 12 percent annual-
ly. That’s where the best credit 
card rates start, but they’re 
usually much higher, even 20 
percent or more for owner-op-
erators with bad credit ratings.

Get a copy of  your credit 
report before you attempt to 
secure fi nancing. Your credit 
history could contain wrong or 
harmful information that you’ll 
want to explain to a potential 
lender. Always be up-front 
about your problems. Showing 
you have overcome hard times 
demonstrates determination 

Financing a truck can be frustrating, 
confusing and time-consuming, espe-
cially for fi rst-time buyers. It also can 
be costly if  you are not prepared. The 
more deliberate you are about this 
process, the better position you will be 
in. Know what risk you present for a 

potential lender.
The good news is that 

truck loans, like busi-
ness loans from a bank, 
usually have much 
lower rates than credit 
cards. Loans for trucks 

Keep your debt low and your credit rating high to land a loan with good terms

Financing your equipment

Chapter 16

Finance companies owned by equipment 
manufacturers are often more willing than 
other sources to lend money to  truck buyers. 
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and strong character. When you 
apply for a loan, be prepared 
to provide as much information 
as you can. The more you tell a 
potential lender about yourself  
and your operation, the more 
comfortable he will be lending 
you the money. Show the lender 
you are a business owner first 
and a truck operator second. 

You’ll need a budget, a busi-
ness plan and a cash-flow state-
ment. A cash-flow statement 
shows your projected revenue 
will be sufficient to meet cur-
rent obligations. A business 
plan outlines the details of  your 
operation, including the types 
of  freight you’ll haul, the traf-
fic lanes you’ll run and the rate 
you’ll be paid. It also lists the 
name, address and telephone 
number of  the company to 
which you plan to lease, as well 
as a contact name to verify that 
lease. If  you plan to run inde-
pendently, you’ll need to list 
contact information for the cus-
tomers you will haul for. Bring 
your lender a list of  credit refer-
ences, even if  you don’t have a 
perfect credit history. Include 
present and past creditors. 

FINANCING SOURCES
Check around for the lender 
that best suits your needs.

BANKS. Banks are reluctant 
to lend money for an over-the-
road truck. In their opinion, 
“rolling collateral” is not a good 
risk. If  you’ve been doing busi-
ness at the same bank for a long 
time, however, and have an 
established relationship with a 

loan officer, it’s worth a try if  
your credit is good.

CAPTIVE LENDING INSTI-

TUTIONS. These finance com-
panies are owned by equipment 
manufacturers. They often are 
more willing than banks to lend 
money to new owner-operators 
because they are in the business 
of  selling trucks.

COMMERCIAL LENDING 

INSTITUTIONS. These finance 
companies are not necessarily 
affiliated with truck manufac-
turers, but certain ones cater to 
the trucking industry.

USED TRUCK DEALERS. 
Your dealer may refer you to 
lenders other than captive fi-
nance arms.

Whatever type of  financing 
you choose, keep in mind that 
truck loan interest cost easily 
can consume up to 4 percent 
of  your gross revenue. Interest 
rates can vary by two or three 
percentage points, even more – 
a difference of  as much as thou-
sands of  dollars in interest over 
the life of  a loan. 

Some finance companies offer 
creative solutions for particular 
situations:

• Variable rates. Most truck 
loans have a fixed interest rate, 
which means that you pay the 
same rate throughout the term 
of  the loan. Sometimes you can 
get a variable rate. This usually 
is a good deal if  the rate holds 
steady or drops, but if  rates go 
up too much for too long, you 
might end up paying more than 
you would have under a fixed-
rate loan.

• More principal up front. 

With this option, your monthly 
interest charges and payments 
decline over time. Having lower 
payments in the latter part of  
the loan helps in two ways: It 
gives you more cash for truck 
maintenance as the truck ages, 
and it allows you to save for 
your next down payment as the 
time to trade approaches.

• Skip-payment plan. De-
signed for truckers with seasonal 
freight, this plan allows you to 
miss a payment or two dur-
ing slow times. You make the 
arrangements at the time of  
purchase. 

• A shorter loan period. 
This means higher payments 
but big long-term savings 
in interest. If  you’re used to 
60-month loans – the owner-
operators’ favorite – try to make 
a 48-month deal work. See the 
chart next page.

NEGOTIATING 
THE DEAL
Getting a serviceable truck at 
the lowest payment possible is 
your goal. Before you head to 
the bargaining table, however, 
know how much you want to 
pay for a truck, how much you 
can manage per month and 
what interest rate you want. 
Then negotiate with what you 
consider to be the top three 
dealers. Never settle for the first 
quote. In many cases, you can 
work with a reputable dealer 
and bring down the price of  
your new rig through negotia-
tion or specification changes.

If  you’re buying a new truck, 
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before negotiations begin ask 
each dealer to provide a com-
plete breakdown of  the vehicle 
price, showing the list price for 
the chassis and every spec op-
tion, applicable taxes, transpor-
tation and dealer prep costs. Ask 
about dealer add-ons, such as 
delivery charges and predelivery 
services, that could crop up af-
ter you cut the deal. Make sure 
your down payment or trade-in 
is included in the order. Also, 
be sure your dealership is able 
to service your vehicle and that 
warranty work and downtime 
will have the least possible effect 
on your driving time. Get war-
ranty agreements in writing and 
make sure you fully understand 
them. Find out whether war-
ranty work can be done at any 
authorized shop in the nation 
and whether warranties cover 
labor, parts, towing, downtime 
and a replacement vehicle. 
Make sure you understand war-
ranty coverage in terms of  time 
and miles. Ask how warranty 
work is reimbursed. 

BEFORE YOU SIGN
Get full disclosure before you 
sign a finance contract. Make 

sure the total price is clearly 
defined. Truth-in-lending laws 
do not apply to commercial 
loans, such as truck financing, 
so dealers do not have to give 
full disclosure, but most will if  
they are asked. 

In addition, don’t sign any-
thing you don’t understand, 
and get a copy of  everything 
you sign. When trading, don’t 
sign over the title of  your 
truck until you take delivery of  
the truck you’re buying.

Don’t sign a finance contract 
until you have a ready source 
of  revenue. Make sure you can 
put your truck to work within 
a few days of  leaving the lot. 
Don’t automatically include 
insurance in the final contract. 
Shop around beforehand. You 
might opt to buy it elsewhere.

Don’t sign up automatically 
for credit life or credit dis-
ability insurance, which covers 
your truck payments if  you 
die or become disabled. You 
likely can get the same type of  
policy on your own at a lower 
rate.

Finally, make sure all re-
quested repairs are completed 
to your satisfaction. 

CLEANING  
YOUR CREDIT
Bad credit adds tens of  
thousands of  dollars to the 
price of  a truck or a house 
by increasing the cost of  bor-
rowing money – assuming the 
would-be borrower can find 
a lender at all. Since the late-
2008 credit crunch, lending 
terms have tightened consider-
ably, so having good credit is 
ever more important. 

An owner-operator with bad 
credit may get turned down by 
the fleet to which he hoped to 
lease. He may get turned down 
by a government agency when 
he applies for a loan to pur-
chase a low-cost anti-idling kit. 
Lucrative military or otherwise 
sensitive freight might never 
go onto his truck, because the 
Pentagon or other shippers 
don’t consider him a good risk.

 Keep in mind that for a 
self-employed person like an 
owner-operator, personal credit 
and business credit are indis-
tinguishable. Self-employed 
people sometimes want to 
show a loss at year’s end for tax 
purposes, but negative income 
looks bad to a lender.

When you seek financing 
from a truck manufacturer, 
your local bank or the Small 
Business Administration, you 
can try to make clear to the 
loan officer the distinction be-
tween your business finances 
and your personal finances. 
Credit bureaus, however, don’t 
make that distinction; they just 
crunch the numbers. 

Here’s how your credit score 

The ideal loan term for a three-year depreciable asset like a heavy-duty truck is 
three or four years, during which you can reap the tax benefits of depreciation 
to maximize the affordability of the monthly payments. 
 
New truck: $118,000 at 7.5% 
Loan term length/years 3 4 5 6
Monthly payment  $3,120 $2,425 $2,010 $1,734

TOTAL VEHICLE COST  $130,018 $134,107 $138,289 $142,562

Shorter loan, cheaper truck
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is calculated:Your payment his-
tory – 35 percent; outstanding 
debt – 30 percent; length of  
you credit history – 15 per-
cent; types of  credit used – 10 
percent; and  number of  new 
credit requests – 10 percent. 
The good news is that even the 
worst credit situation can be 
improved. As little as two or 
three years of  good payment 
behavior can make a positive 
difference in your credit score, 
which assigns more weight to 
recent acts than older ones. 
And lenders are out there for 
truck buyers even with C-level 
and D-level credit, especially 
in the used-truck market. And 
certain carriers are always 
looking to groom owner-oper-
ators, providing bookkeeping 
and business advice to help 
those clients succeed.

In the general lending mar-
ket, those with a credit score in 
the low 600s probably can find 
a lender but likely will have to 
put down 20 percent or more 
as opposed to the traditional 10 
percent or 15 percent. Buyers 
with a credit score in the 500s, 
on the other hand, may be out 
of  luck – at least temporarily. 

The Used Truck Association 
recommends this three-step 
process for climbing out of  a 
bad-credit hole:

1 Be willing to start with a 
cheap used truck (and a 

strong maintenance savings 
plan). 

2 Bite the bullet on inter-
est rates. You may pay 18 

percent or 20 percent interest, 
but on a $20,000 truck, that 
means only an extra $30 to $40 
a month. (See the chart).

3 Work on improving your 
credit rating and qualifying 

to refinance the loan at a better 
rate in a year or two.

There are many ways to im-
prove your credit rating, though 
it takes time. The obvious ones 
include:

• If  you’re in arrears on any 
accounts, pay what you owe – 
including penalties – as fast as 
possible, even if  it means living 
off  Ramen noodles.

• Pay bills, including all per-
sonal bills, on time. 

• Reduce your credit card 
balances. The ideal is to pay 
off  each one monthly to avoid 
interest, but even if  you can’t 
manage that just yet, pay them 

down until each balance is no 
more than half  the card limit. 

• Consolidating your credit-
card debt onto one card can be 
worthwhile, but only if  you can 
find a card that will enable you 
to do that without costing you 
more in the long run. MyFICO.
com offers a free online calcula-
tor that can show you whether 
such an offer really is a good 
deal. 

• Avoid signing up for new 
cards. If  you do even three in a 
given year, you’re hurting your 
credit score. Your ideal ratio 
should be one credit card for 
each installment loan, up to five 
cards. That means your truck 
loan, for example, “earns” you 
one credit card, your mortgage 
a second credit card, and so on.

• On the other hand, if  you 
have an old credit card that 
you barely use anymore, don’t 
be too quick to close it out. Its 
mere existence provides a boost 
to your credit score.

• Don’t co-sign a loan, even 
if  you’re trying to help out a 
close friend or relative. In many 
states, if  the primary borrower 
misses payments, the creditors 
can turn to the co-signer for 
satisfaction. You could lose your 
truck, even your house.

• Use what you save. Once 
you’re current on your truck and 
mortgage payments and have 
paid off  your credit-card debt, 
you’ll have extra money each 
month that’s no longer being 
spent on interest and penalties. 
Put this “found money” into 
your emergency fund or your 
retirement savings, or invest it.

Thinning the pain

The costs of bad credit are minimized when the loan is kept small; compare the 
costs in purchases A and B. But when you apply the same poor credit rating of pur-
chase B to purchase C, a truck costing three times as much, costs increase rapidly, 
with far too much of the monthly payment wasted on interest expense.

  A B C 
 CREDIT GOOD BAD UGLY
 Truck price $20,000 @ 10% $20,000 @ 20% $60,000 @ 20%  
 Down payment $2,000 (10%) $4,000 (20%) $12,000 (20%)
Monthly note (3-year loan)  $581 $595 $1,784
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also use less fuel.
Nearly all owner-operators 

change their oil plenty often. 
Also important is using quality 
oil and fi lters, as well as timely 
coolant servicing, because these 
practices will help make an 
engine last. Using synthetic 
transmission and axle lubes and 
changing at required intervals 
will help component life. 

Don’t neglect other less-famil-
iar practices. Adjusting the over-
heads after break-in and then at 
the required infrequent intervals 
saves fuel, reduces oil sooting 
and wear, and is likely to pro-
long the life of  valves and injec-
tors. Replacing injectors before 
combustion gets too dirty also 
prolongs life. Using quality fuel 

Preventive maintenance can be expen-
sive, but neglect is even more costly. 
Systematic PM saves you money in the 
long run by reducing the chances of  
equipment failure on the road and re-
ducing time lost to repairs. It also helps 
reduce the severity of  failures if  they do 

occur. Some industry 
estimates say preven-
tive maintenance can 
cut breakdown costs 
in half, and a properly 
maintained engine will 
last much longer and 
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Chapter 17

Routine PM will save money in the long run and help determine when to trade

Maintaining your equipment

Following routine 
preventive maintenance 
procedures can save in 
the long run — and keep 
you in the clear with 
DOT offi cers.
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filters will, in turn, prolong injec-
tor life. Various long-life anti-
freeze options, such as extended 
life coolants and coolant filters 
that add supplemental coolant 
additives on a controlled basis, 
should be considered, though 
initial cost may be higher.

A simple maintenance plan 
that doesn’t require technical 
skill and special equipment will 
include tires, engine oil, wipers, 
lights, filters, coolant and belts/
hoses. A more technical PM 
will include brakes, drive axles, 
wheel seals, transmission, batter-
ies, exhaust, driveline, suspen-
sion, steering, clutch and engine. 

AN OUNCE OF  
PREVENTION
Become familiar with every inch 
of  your truck and know which 
components can fail and under 
what circumstances. You don’t 
have to be a mechanic, but you 
should be familiar with a truck’s 
mechanical operation and how 
systems interact. Manufacturers 
offer schooling, normally avail-
able for free or at nominal cost, 
and they typically recommend 
a standard PM schedule for 
every model. The Technology 
& Maintenance Council of  the 
American Trucking Associations 
also provides PM guidelines for 
tractors and trailers. Follow these 
schedules diligently and you’ll 
head off  a lot of  trouble.

Daily inspections, required by 
the U.S. Department of  Trans-
portation, can help identify 
problems before they become 
emergency situations. A leaking 

differential, for example, should 
be repaired before the loss of  
lubricant causes component 
failure. Early warning signs 
found by engine or driveline 
component oil analysis can alert 
you to serious problems before 
costly troubles occur. If  you have 
a truck with more than 300,000 
miles, consider running a dyna-
mometer test once a year.

Always look for common 
problems: seal leaks, loose bolts, 
chafed wires and hoses, improp-
er adjustments and worn, broken 
or missing parts. If  you cannot 
recognize these problems, have a 
qualified technician inspect your 
rig every six months.  

BEGIN AT  
THE DEALER
The best time to start a 
regular PM program is when 

you’re buying your truck. If  
the dealer doesn’t volunteer 
detailed information on main-
tenance, ask for it. A good 
dealer is happy to give advice. 
Take advantage of  your le-
verage before you buy to get 
all the information you can. 
Manufacturers’ websites often 
offer detailed information, too.

Separate warranties often 
are written on the engine, 
transmission and other com-
ponents because they are 
supplied by different entities. 
Find out the duration of  the 
warranties and what it will 
take to maintain their validity. 
You might want to consider 
extended warranties, where 
available.

Choose a dealer carefully. 
Make sure its service depart-
ment has the technicians and 
equipment to handle major 

22 tools to take on the road

	 1 A set of eight hand wrenches and 
  sockets
	 2 Two standard adjustable 
  crescent wrenches, one 6 inches 
  and one 10 or inches.
	 3	 A fuel-filter wrench. 
	 4	 Two vise grips, one 6 inches and 
  one 8 inches.
	 5 A hacksaw with spare blades.
	 6 A carpenter’s hammer. 
	 7 A machinist’s or ball-peen 
  hammer.
	 8 A 30-inch crowbar or pry bar.
	 9 A set of flathead, Phillips and star- 
  tip screwdrivers in various sizes.
	 10 Rolls of duct tape and electrical 
  tape.
	 11 A can of WD-40 or some other 

  spray lubricant. Don’t lose the straw.
	 12 A knife.
	 13 Wire and metal snips.
	 14 An electrical current tester.
	 15 C-clamps.
	 16 An air-pressure gauge.
	 17 An awl.
	 18 Pliers of various sizes.
	 19 Flashlights of various sizes, 
  including one for your pocket, 
  one for flagging help and a large, 
  freestanding lamp for night 
  repairs.
	20 Jumper cables, at least 20 feet 
  long. 
	 21 Towing chains, 20 feet of 
  20,000-pound strength.
	22 A torque wrench.
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repairs, and that they have a 
helpful attitude. Talk to the 
parts and service manag-
ers, and form a relationship. 
From there, take the same 
relationship-building approach 
to local tire and engine shops, 
an alignment shop, and an 
air-conditioning shop. Deal-
ing with pros who specialize in 
one maintenance item is key 
to holding costs down in the 
long term. Take time to let the 
service manager or even the 
owner of  the shop know your 
goals and plans.  

Do things like occasionally 
taking lunch to the mechanics. 
A case of  sodas and a couple 
of  pizzas go a long way toward 
building a relationship with 
the people who are working 
on your truck. Also compli-
ment the work once in a while. 
Another great way to build re-

lationships is through referrals. 
If  you’re happy with a shop’s 
work, spread the word to other 
operators. 

KEEP GOOD
RECORDS
Only with complete and ac-
curate records can you track 
the work done on your truck 
and prove that required work 
has been done. Committing 
every shop visit to paper and 
creating a calendar of  sched-
uled visits will pay off.  You 
also should keep a schedule of  
future work to be done. This 
schedule will help you avoid 
overlooking something vital.

Keep a maintenance service 
log that includes columns for 
the date, location and cost 
of  all work performed and 
include personal commen-
tary on the quality of  the job 
and why it was done.  Keep 
receipts on repairs. Keep old 
parts in case of  a warranty 
dispute. When you use your 
truck service report, note all 
warrantable purchases and re-
pairs, and include a record of  
out-of-pocket expenses, such 
as cab fares, meals and motel 
stays related to time lost due to 
repairs. Otherwise, you won’t 
be able to file warranty claims 
properly, and your profits will 
suffer.

Good maintenance records 
can help you determine aver-
age miles per gallon, expenses 
on a per-mile basis, and other 
key benchmarks helpful in cut-
ting costs. They can also help 

you spec your next truck.

TIME TO TRADE
Maintenance costs typically rise 
in the third and fourth years. 
Fifth-year costs often drop be-
cause the truck needs certain 
work in its fourth year that isn’t 
required the next. However, the 
cumulative cost of  maintenance 
– your average cost per year 
since you took ownership – and 
your cost per mile still increase 
each year. 

No matter how rigorous your 
PM efforts are, your rig eventu-
ally will wear out. The time will 
come when you’ll spend more on 
maintenance than you would for 
a new truck. How will you know 
when that time comes? Your 
maintenance records will tell you.

Create a maintenance budget 
and track your maintenance ex-
penses. When they rise to a point 
that seems excessive, check with 
your business services provider, 
who can help you determine how 
much your fuel, oil and mainte-
nance costs have increased due to 
the age of  the truck. Your insur-
ance agent can help determine 
how an equipment upgrade 
will affect your premiums. Your 
financing source can discuss vari-
ous options for the purchase of  a 
new truck, and your accountant 
can explain potential deprecia-
tion benefits that would accom-
pany a new purchase. 

No magic formula tells you for 
certain when to upgrade. Indus-
try experts say you should con-
sider replacement when your fuel 
mileage drops 2 mpg or more in 

Potential for loss

Suppose your truck’s engine blows 
while you’re under a load. Your 
carrier will likely have to dispatch 
another driver to deliver the load. 
Meanwhile, you’ll have to pay for the 
tow and find a replacement engine. 
If you lose a week’s worth of work at 
$1.10 per mile, you’ve also lost $2,750 
in revenue. The lack of attention to 
your engine could end up costing 
well over $20,000:

 Rebuilt engine: $18,000
 Road service: $650
 Lost revenue 
 (current load):  $1,100
 Lost revenue 
 (future loads):   $2,750
 Total loss:  $22,500
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spite of  conservation efforts, or 
if  truck technology develops to 
the point that a new truck would 
get an additional 2 mpg. Another 
indication to trade is when your 
total maintenance costs reach 15 
percent of  your gross revenue.

As a rule of  thumb, consider 
a new purchase when the prin-
cipal, interest, maintenance and 
operating costs of  an old vehicle 
are higher than the comparable 
costs attached to a new vehicle. 
The estimated resale value of  
the old vehicle, coupled with any 
manufacturer’s incentive on a 
new vehicle, may offset the high-
er cost of  a new vehicle’s princi-
pal and interest. At this point a 
trade makes sense. 

WAYS TO SAVE 
When asked why they’ve done a 
poor job of  preventive mainte-
nance, too many owner-operators 
say they were trying to save money. 
But there are many ways to save 
money on maintenance without 
skimping and courting disaster. 

STAY ON SCHEDULE. 
Plan your maintenance schedule 
as thoroughly as you plan this 
week’s haul, and stick to it. 

SHOP AROUND. Only 15 
percent of  owner-operators cite 
price as their primary factor 
in deciding where to buy their 
oil. They give more weight to 
convenience, but the cost of  con-
venience can be high. Do price 
comparisons online or over the 
phone – especially if  you haven’t 
done so in years. Also look into 
the benefits of  buying as part of  
a group or via a fleet, a member-

ship organization or a truck stop 
or warehouse chain. 

EXTEND INTERVALS. 
Whereas owner-operators tradi-
tionally changed their oil every 
12,000 miles, today’s premium 
oils can go twice that long be-
tween changes. To be safe, check 
your engine maker’s guidelines, 
increase your intervals gradually 
and use regular oil analysis to 
confirm that things are still OK. 
The trouble is worth it. Extend-
ing intervals only 10 percent will 
save you one oil change a year. 

PLAN AHEAD FOR 
EMERGENCIES. A front tire 
with a nail in it, multiple lights 
out because of  a short circuit, 
or a suddenly failed brake lining 
might put even the most main-
tenance-savvy owner-operator 
out of  commission – or out of  
service, if  a DOT inspector finds 
the problem first. Many of  the 
industry’s top truck, engine and 
other equipment manufacturers 
have created 24/7 help centers 
accessible via a toll-free number 
or proprietary smartphone appli-
cation. These centers quickly can 

put you in touch with the nearest 
service outlet for emergency as-
sistance. 

Independent breakdown ser-
vices offer similar assistance, two 
well-respected services being the 
Fleetnet America (www.fleetneta-
merica.com) and National Truck 
Protection (www.ntpwarranty.org) 
service networks.

Many owner-operators also 
invest in an annual copy of  the 
National Truck & Trailer Services 
Breakdown Directory, which can be 
ordered through www.nttsbreak-
down.com. 

CATCH OVERLOOKED 
ITEMS EARLY. Timely fixes 
to these problems can reduce 
thousands of  dollars a year in op-
erational costs by helping avoid 
breakdowns and providing better 
service to your customers. 

• Charge air cooler. The 
CAC sits in front of  the radia-
tor and looks like a radiator. It is 
designed to cool superheated air 
from the turbo before it gets into 
the intake manifold for more effi-
cient combustion. Seeing a water 
leak from a radiator is easy, but 

Saving for maintenance

Every good PM schedule begins with establishing a maintenance escrow 
savings account. One standard for maintenance escrow savings is based on this 
formula: 

MAINTENANCE ESCROW SAVINGS SCHEDULE
Age of Truck      Maintenance Savings
New    5 cents/mile
1 Year or 150,000 miles   6 cents/mile
2 Years or 300,000 miles   7 cents/mile
3 Years or 450,000 miles   8 cents/mile
4 Years or 600,000 miles   10 cents/mile
5 Years & older or 750,000+ miles 15 cents/mile
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your CAC needs to be pressure-
tested to find leaks. You can 
make or purchase a test kit, or 
have it done at any engine shop. 

Each engine manufacturer sets 
a limit on how much CAC pres-
sure loss is acceptable, usually 5 
to 7 pounds in 15 seconds. But 
given the immediate drop in fuel 
mileage a leaky CAC causes, it 
makes sense to replace a unit that 
leaks just 2 pounds in 15 seconds. 
At that level, at 2,500 weekly 
miles at 6 mpg and $3.50 per gal-
lon, you’d be losing $112 a week. 

• Crankshaft damper.
Most engine shops will tell you 
this doesn’t need to be replaced. 
They don’t even replace it on an 
in-frame. This is a mistake. 

The crankshaft damper, 
designed to reduce torsional 
twisting from the force of  the 
connecting rods being driven 
down by combustion, wears out. 
Consequently, engine force and 
vibration are not transmitted 
throughout the entire frame and 
driveline. This leads to many 
problems, not the least of  which 
is driver fatigue. Maintenance 
problems run the range of  bro-
ken alternator brackets, broken 
air-conditioning brackets, clutch 
and driveline problems and 
even loose or faulty electrical 
connections. 

There is no way to inspect a 
crankshaft damper: replacing 
it at 500,000 miles is recom-
mended to avoid problems. It 
will cost $700 to $1,000. Volvo 
engines are an exception, where 
the crankshaft damper is internal 
and cannot be replaced easily.

• Rubber flexible fuel lines. 

These can deteriorate internally 
with no visible wear or dam-
age. Internal deterioration can 
cause lines to swell and restrict 
fuel flow, triggering fuel-mileage 
declines and power loss. Trucks 
with fuel mileage issues can ben-
efit from line replacement ($300 
to $400) to the tune of  0.3 to 
0.4 mpg. If  your truck has more 
than 700,000 miles and an unex-
plained loss in mpg, it would be 
recommended.

• Factory mufflers. These 
can cause exhaust restrictions 
from day one. The longer they’re 
used, the more soot build-up 

you see in the muffler itself, and 
the more exhaust restriction is 
created. Restriction robs your 
engine of  performance, power 
and mpg. You can install a high-
performance flow-through muf-
fler on most trucks for under 
$200, and your return on invest-
ment is nearly immediate. You’ll 
also notice much better throttle 
response.

• Shock absorbers. When 
shocks are worn, it can lead to 
excessive vibration, irregular tire 
wear and driver fatigue. Many ex-
perts recommend replacing shocks 
every time you replace tires.

Overhaul or replace? 

When warning signs that a major compo-
nent, an engine, or your entire truck needs 
serious attention, it often raises a tough 
question: Should you rebuild, repair or 
replace it? You don’t have to settle for an 
educated guess or a knee-jerk reaction to 
initial cost. By assessing the truck’s value, 
examining costs associated with various 
decisions, and considering other factors, 
you can methodically arrive at a well-
informed choice. 

Costs such as $18,000 to $20,000 for 
an engine overhaul, $5,000 for over-
hauling the transmission and $3,000 to 
$4,000 to overhaul the rear end might 
push you toward purchasing a newer 
truck. That could be the best decision, 
but the size of such numbers alone isn’t enough to make that call.

Cost per mile is one of the best ways to compare the merits of repairing, 
rebuilding or replacing a component or the entire truck. In this example, a new 
alternator would last 150,000 miles, while the rebuilt part would last 100,000 
miles. The cost per mile for covering the truck’s remaining longevity of 300,000 
miles is slightly less when using the rebuilt components. 

NEW:

Parts: $600 x 2 alternators   $1,200
Labor: $75 x 4 hours             $300
Total cost                           $1,500
Cost/mile   $0.0050

REBUILT:

Parts: $300 x 3   $900
Labor: $75 x 6   $450
Total cost    $1,350
Cost/mile   $0.0045
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BUY OIL IN BULK. The 
do-it-yourself  oil change is 
a standard for many owner-
operators, especially those with 
their own authority. A one-truck 
operator can save almost $200 a 
year by moving from gallon jugs 
to 55-gallon drums for oil pur-
chases, assuming 125,000 miles 
per year with an oil change every 
25,000 miles. A 10-truck fl eet 
can save about $2,700 a year by 
changing from gallon jugs to bulk 
delivery in a tank.

Disposal is normally an associ-
ated cost, but if  you live near an 
oil-recycling refi nery, you might 
be able to sell your waste oil. As 
fl eet size approaches 10 vehicles, 
it can pay for you to burn your 
own oil to heat your mainte-
nance shop. Major refi ners often 
don’t handle distribution of  bulk 
oil to the individual customer. A 
fi rst step in determining whether 
buying bulk oil makes sense for 
you is to contact a local distribu-
tor and explore pricing.

TIPS ON DOING IT 
YOURSELF
While your free time is valu-
able, too, every maintenance 
job you can do yourself  is a job 
you don’t have to pay someone 
for. Common DIY jobs in-
clude fl uid and fi lter changes, 
mounting and de-mounting 
tires, and routine work on 
relatively simple components 
such as wipers, lights, belts and 
hoses. 

The basic rules always apply:
• Get expert advice for any 

new project, and be sure you 
aren’t violating warranties.

• If  you’re not comfortable 
doing any job, don’t hesitate to 
take it to the shop.

Following fi nd cost break-
downs for some common jobs: 

GREASING. Greasing is 
simple and inexpensive. You 
can purchase a high-quality, 
lever-action grease gun, grease 
and wipes for less than $50. 
Your cost for each job: $10. 
Shop cost: $45 to $85. Time: 
45 min.

CHANGING OIL AND 
FILTERS. You’ll need a hand-
cranked pump to remove the 
oil from a 55-gal. storage drum 
($50 to $75) and a 60-quart 
catch-pan to grab the used oil 
(less than $50). Your cost per 
job: $120. Shop cost: $190. 1 
hour.

CHANGING FUEL FIL-
TERS. This doesn’t require 
many tools, but learning the 
proper technique is impor-
tant, so consult your owner’s 
manual. You’ll need a band 
clamp of  appropriate diameter 
for fuel fi lters, a catch pan and 
a small container of  fuel. Your 
cost: $15 per job. Shop cost: 
$25 to $30. 30 min.

CLEANING CONNEC-
TIONS AND CABLES. 
Special battery terminal clean-
ers are inexpensive, and other 
connections can be cleaned 
with sandpaper or steel wool. 
Your cost: $10 per job. Shop 
cost: $80 to $100. 1 hour. 

INSPECTING COOLING 
SYSTEM. To check your sys-
tem, buy test strips and mea-
sure antifreeze concentration 
and the level of  anti-corrosion 
additives. Your cost: $2.50. 
Shop cost: $20. 15 min.

DEALING WITH 
DEALER SERVICE
Many longtime owner-opera-
tors have had at least a minor 
confl ict with a dealer over a 
repair. Whatever the problem, 
never underestimate the need 
for effective communication. 
When you’re talking to some-
one, a compromise is possible.

BASIC STEPS 
• Don’t just show up and 

demand instant service. You’re 
hardly the only one with a 
“hot load.” Making an ap-
pointment is ideal. 

• Bring complete service and 
warranty records, and never 

DIY maintenance resources online 

Draw on the wealth of maintenance coverage featured in Overdrive via the 
magazine’s website. A list of how-to articles as well as other stories, with links, is 
available via overdriveonline.com, search “Staying ahead of the inspectors.” Areas 
covered include tires and brakes, lights and electrical systems, engine and drive 
train, trailers and others. A how-to ebook on basic tractor maintenance, likewise, is 
available for purchase via etrucker.com/store, click “Digital Downloads”
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tell the dealer what to fi x. 
Instead, explain all you know 
about the problem and, if  pos-
sible, take a service person on 
a test run to re-create condi-
tions.

• If  diagnosis is a problem, 
ask dealer personnel to discuss 
the issue with factory service 
people. If  local techs are too 
busy, call the factory reps and 
ask them to assist the dealer 
or allow you to relay relevant 
information.

• When a problem is not 
readily identifi ed, authorize an 
hour or two of  labor for di-
agnosis. It’s cheaper than ex-

perimenting with repairs and 
more likely to yield results.

• If  speaking to a service 
representative is a dead end, 
appeal to the service manager, 
dealer managers and ulti-
mately the owner. Failing that, 
a factory rep might be able to 
infl uence the outcome. Under-
stand that the manufacturer 
cannot force the dealer – an 
independent business entity – 
to do anything.

• Even if  all else fails, suing 
can be expensive and is not 
likely to succeed unless the 
dealer clearly is violating the 
terms of  a warranty, disobey-

ing an applicable law or acting 
in bad faith. 

GENERAL TIPS
• Work through the selling 

dealer, who has a greater mo-
tivation than other dealers to 
do warranty work or go to bat 
for you with the factory.

• Keep your cool and dem-
onstrate a positive attitude. No 
one wants to cooperate when 
they’re treated rudely.

• Having a good long-term 
relationship with dealer per-
sonnel will help. Your best 
leverage is the ability to take 
your steady business else-
where.

The synthetic oil payback

Even though it often costs twice as much as standard mineral oil, synthetic oil can be a more effective engine oil choice 
when other factors are considered. This example is based on a truck traveling 120,000 miles a year moving from 15,000-mile 
changes to 40,000 miles, and moving from a $17 per gallon mineral oil to a $34 per gallon synthetic. Filters are changed once 
per change with mineral oil, and twice per change (once midway in the change cycle) with synthetic. Using synthetics can be 
even more cost-effective if reduced disposal costs and downtime would apply to your operation. 

 $17/gallon x 11 gallons 
 x 8 changes =  $1,496

 $24 fi lter
 x 8 changes =  $192

 Labor per change
                                 $44 x 8  =  $352

 ANNUAL COST   $2,040

 $34/gallon x 11 gallons 
 x 3 changes  =  $1,122

 $24 fi lter 
 x 6 changes  =   $144

 Labor per oil and fi lter 
 change ($44 x 3) =  $132

 Labor per fi lter 
 change ($20 x 3) =  $60   

 ANNUAL COST  $1,458

 $17/gallon x 11 gallons 
 x 8 changes =  $1,496

 x 8 changes =  $192

                                 $44 x 8  =  $352

STANDARD

 MINERAL 

OIL

PREMIUM

 SYNTHETIC 

OIL

SP10938_PIB_12_CH16-18.indd   63 1/18/12   10:25 AM



64   |   Partners in Business 2012

of  just pay per mile, it often 
isn’t any better at a different 
carrier. 

Choosing a carrier, nonethe-
less, should be approached sys-
tematically. Look at industry 
magazines and search the In-
ternet for carriers that pull the 
kind of  freight and run in the 
geographic area you are inter-
ested in. Most people will try 
to fi nd one name that fi ts all 
the preferred criteria. Take the 
opposite approach. Watch for 
trucks and carriers on the road 
that fi t your criteria. Even in 
a specialized segment of  the 
industry, you will be surprised 
how many choices you have.

Pick a name on the list and 
start looking for a reason not 

Though demand for drivers dropped 
with the slowing economy from late 2008 
through 2009, the recruiting ads and 
posters promising more revenue and bet-
ter opportunities returned in 2010 and 
continue to be prevalent today. 
Increased revenue is easy to under-

stand, but what often is 
overlooked is the cost 
involved to switch carri-
ers, which can amount 
to thousands of  dollars. 
And when you look at 
gross revenue, instead 

It’s expensive to switch carriers, so pick your partner carefully

Choosing a carrier

Chapter 18
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to choose that one. Maybe 
the company requires more 
experience than you have or 
requires a newer tractor. Elim-
inate many of  the companies 
early in the search. 

When you find a carrier you 
can’t eliminate for any reason, 
put it on your short list. When 
you reach five, stop.

• Contact the carriers 
directly. Request a copy of  
their lease agreement. Read it 
and make notes. Create three 
lists – things you like about the 
lease, things you don’t like and 
things you don’t understand. If  
they can’t or won’t send a lease 
agreement, scratch them off.

• Call each carrier again. 
You need to make sure you 
understand everything, and 
how cooperative and support-
ive the carrier is. If  you can’t 
get straight answers about the 
lease now, for example, odds 
are you’ll have the same obsta-
cles if  you decide to work with 
that carrier. You’ll likely now 
be down to two or three.

• Schedule a visit to 
each company. If  there are 
multiple locations, visit corpo-
rate headquarters. It might be 
expensive and time-consum-
ing, but you are designing your 
business. It will be worth the 
effort and expense.

• Request a visit with 
someone in each department 
you would deal with as a leased 
owner-operator. Again, this 
could further narrow your list. 

• Prior to your visit, 
write down questions for 

each department, such as dis-
patch, safety and compliance, 
operations and settlement.

 These steps will prepare 
you well for getting the criti-
cal information you need to 
make a wise decision. Once 
you’ve done so, the business-
minded approach you’ve 
demonstrated will help estab-
lish you as a professional who 
deserves respect.

QUESTIONS TO ASK
PAY. Ask if  fuel surcharges 
are available and if  they are 
packaged with base pay or paid 
separately. Check whether the 
fuel surcharge is nationwide 
or regional and what miles-
per-gallon rate the surcharge is 
based on – 6 mpg is common. 
Confirm that 100 percent of  
the surcharge is passed along to 

owner-operators.
Ask if  the carrier offers 

detention pay, layover pay, 
empty mile compensation and 
pay for loading and unloading 
or reimbursement for lumper 
charges. Do they reimburse 
for tolls? Do they pay your 
fuel taxes or are they charged 
back to you? When are settle-
ments paid?

Does the carrier impose 
chargebacks? Ask about 
paying for primary liability 
insurance or onboard fleet 
management systems such as 
electronic recorders or Qual-
comm tracking systems.

HOME TIME. In assessing 
routes, loads and miles, you 
want to factor in your pre-
ferred lifestyle. Ask if  certain 
routes or regions are open 
that would accommodate your 
desired home time. Make 

Immediate job-change costs

Any time you change carriers, you’ll encounter expenses that must be paid before 
freight is hauled. These amounts vary widely by fleet and type of haul. If you’re 
looking at high transition costs, make sure the additional long-term income will 
cover that outlay in a reasonable time.

DOWNTIME: $500 to $3,000. If you’ve been earning $50,000 a year and working 
300 days a year, that’s $167 a day. Multiply your income by the days you’ll be 
down. Subtract orientation pay, if any. 
INITIAL ESCROW FUNDING: $500 to $5,000. Even if you eventually get it back, 
it’s often due before you get any income. Some carriers build it over time via 
small settlement deductions.
INSURANCE: UP TO $1,500. Some charge it to the owner-operator, some don’t. 
BASE PLATES: UP TO $200. Unless you bring your own.
PERMIT FEES: UP TO $500. Some carriers pay them, some don’t. 
DRUG TESTS: UP TO $150. Most carriers pay for these.
EQUIPMENT: UP TO $1,000. You might need to invest in equipment — tie-downs 
for flatbed work, chains, pumps and compressors for tank operations.
EMPTY MILES: Unless you’re switching to a hometown carrier, multiply your cost 
per mile times the miles you have to deadhead to the new carrier. 
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similar inquiries about special-
ized work, such as heavy-haul 
or high-touch loads. Ask car-
riers about available miles and 
routes and question their oper-
ators what miles they’re getting, 
too. If  the carrier is oriented to 
owner-operator independent 
contractors, you’ll more likely 
get consistent miles. Inquire 
where the carrier runs and if  
you will have a choice of  routes 
and loads. If  frequent home 
time is important to you, ask 
how often operators get home. 

CULTURE. As with people, 

companies have personalities. 
Gaining a penny or two more 
in revenue may not be enough 
to offset a company atmosphere 
that doesn’t respect its drivers. 
Some carriers will want to con-
trol everything you do and oth-
ers will give you plenty of  rein. 
Some companies provide ben-
efits to owner-operators, such 
as fuel networks and insurance 
assistance. Such considerations 
could be important as you look 
to switch.

PHILOSOPHY. Does their 
way of  doing business match 

yours? Ask whether company 
drivers get dispatched before 
owner-operators, or whether 
company drivers get better 
loads. Even owner-operators 
who work for the same compa-
ny get significantly different pay; 
the difference can be as much as 
30 cents per mile. Would you be 
in the carrier’s top tier? 

Before switching carriers, 
ensure that you have done ev-
erything possible to manage 
your costs and run your business 
efficiently. If  you haven’t done 
that, you won’t be any better off  
at a new carrier, and you’ll have 
the added burden of  making 
up the costs you incurred while 
switching. 

You usually can survive one 
switch in a year, though it’s dif-
ficult. Switching twice in a year 
could put you out of  business. 
If  you have a good relationship 
with your driver manager, enjoy 
the company culture and have 
opportunities to get the miles and 
pay you need, chances are you 
won’t be any better off  elsewhere.

THE COST OF 
CHANGING CARRIERS
If  someone said it made sense 
to spend 4 cents a mile to get 
2 cents back, you’d be rightly 
skeptical. But that’s similar to 
what happens when switching 
to a new carrier without consid-
ering the full cost of  switching. 
You can’t leave one carrier and 
expect to be up and running at 
the new carrier the next day. It 
can take three weeks between 
winding things down at your old 

Other questions

Ask recruiters and other owner-
operators these questions:
• When would I get my sign-on bonus? 

Some pay it when you deliver your 
first load, others after 90 days or 
later.

• What are your strongest lanes? You 
need to know where the freight is 
and where it goes. 

• Do you pay lumper fees? Some 
carriers provide a set amount, 
which sometimes might not be 
enough. Find out what’s covered 
and what your obligations are in all 
loading and unloading situations.

• What fees must I pay? Learn about 
base plates, insurance, equipment, 
deadhead pay, direct-deposit and 
drug-test fees.  

• Will there be multiple-stop loads? If 
there are, will you be paid for each 
stop or a flat fee? 

• Do you have dedicated runs? If so, 
you may have to qualify for them, 
based on where you live or other 
factors. Learn how it works.

• Do you have an owner-operator 
advisory board? Carriers with such 
boards demonstrate interest in 

relations with owner-operators. 
• What is your owner-operator 

turnover rate? Anything greater 
than 100 percent is cause for 
concern. 

• Do you have a purchase program 
for tires, parts and other items? 
Discounts offered by fleets can save 
you money.

• What is your policy on cash advances 
and money services? Avoid taking 
advances, but learn the policy, 
likewise arrangements for money 
services like Comchek. 

• How do your escrow accounts work? 
By law, the lease must clearly 
define all fees and reimbursements 
carriers can take from owner-
operator escrows. How much of that 
would you get back if you left, and 
how long would you have to wait?

• What is your policy on major 
breakdowns? Find out if the carrier 
will stand behind you in such an 
emergency. 

• What are your rider and pet policies? 
If you like to take along your spouse, 
significant other or child — and Fido, 
too — don’t forget this question.  
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carrier and getting up to speed 
at the new carrier. It takes time 
to turn in the trailer, satellite 
equipment, base plate, permit 
book, etc. You then have to 
bobtail to the new carrier and 
attend orientation. Then you 
have to get all your paperwork 
filled out and wait to get a load. 
It can take longer than three 
weeks before a settlement check 
is received.

During those three weeks, 
you get no revenue. True, you 
avoid the variable costs that 
would have gone with earning 
that revenue, but it’s a net loss 
to you. Your fixed costs don’t 
stop. Your truck payment and 
your insurance payments still 
are due. And you still have your 
personal bills. Consider this ex-
ample:
3 weeks of  tractor and 
insurance payments  $2,415
3 weeks of  foregone revenue $9,375
3 weeks of  family 
income needed $2,100
Total lost: $13,890
Subtract the expenses you 
didn’t incur(Variable Costs 
x 7,500 total miles)  -$4,800
Hard Cost to 
Change Carriers -$9,090

This loss doesn’t include the 
cost of  learning a new system 
and new routes at the new car-
rier. You will also need to es-
tablish and develop a working 
relationship with a new driver 
manager so that you can gain 
credibility and get the miles 
you need. All of  that takes ad-
ditional time. And remember, 
what recruiters may be telling 
you is a best case scenario and 

it may be some time before 
you’ll be in that situation.
Cost of  Getting up to Speed $5,000
Total Cost to Change 
Carriers $14,090
But, you did your research and 
will definitely make 2 cents 
more per mile at the new car-
rier so we need to add that 
back into the equation. Your 
increase in pay after 120,000 miles 
or one year of  driving: $2,400.

Your final net cost to change 
after a year of  increased pay, 
then, is $11,690.

It can make sense to switch 
carriers for 2 cents a mile, 
but only if  the total cost isn’t 
too high to make the switch. 
Before switching, ask yourself  

some hard questions:
Have I done all I could at 

my current carrier? You’re 
an owner-operator in a driv-
er’s job market. Unless you’re 
an obvious problem, your 
carrier wants to keep you. If  
you’re thinking of  leaving in 
anger, as often is the case, cool 
off  first. 

Is the problem me? You 
may be able to make sig-
nificantly more money at your 
current carrier if  you under-
stand your costs and manage 
your business better. 

How will this affect my 

reputation? Think about your 
track record. Carriers try to 
avoid chronic job hoppers. 

Today’s seller’s market
Before the most recent recession, carriers “would take anyone they could get,” 
according to one analyst. During the recession, conversely, owner-operators were 
in low demand. 

Now, as the recession continues to lift, carriers are being more principled in 
their leasing/hiring decisions. If you already have a track record as a safe driver, 
the Compliance, Safety, Accountability (CSA) program’s boosting of operator 
accountability for inspection and accident data in federal carrier safety ranking 
could work in your favor. Good carriers cannot afford to hire sub-par drivers. 

The increasing demand for owner-operators is reflected in compensation. 
Trucker pay started rebounding the first quarter of 2010 after falling from 2007 to 
2009, though it hasn’t regained what was lost. Driver pay increased most among 
flatbed carriers, by as much as 6 cents a mile. Dry van and refrigerated carriers 
increased pay 1 and 2 cents, respectively, in that period. 

Leases and the law

Whatever’s in a lease contract must agree with federal law. Not sure what the 
law says? Go to www.fmcsa.dot.gov, and where it says “All Regulations,” type in 
376.12. That will give you the truth-in-leasing regulations, which specify what a 
written lease must contain, including complete specification of compensation, 
responsibility of each party for costs, chargeback items and how they are 
computed and more. 
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consuming, often frustrating 
endeavor, the key is to start 
with an understanding of  what 
you need to make each month 
to cover your expenses. Only 
then will you know whether a 
carrier’s pay package is a good 
deal for you. Figure your total 
cost-per-mile by adding fi xed 
and variable costs for the year 
and dividing by 12 to get the 
average per month. Divide that 
number by average monthly 
miles to determine your cost 
per mile for a given month. 
This is what you need to make 
monthly just to break even. 

Be sure to include non-
revenue miles in your monthly 
estimate. Those miles also cost 
money. If  a company agrees to 

The ads call out to you from every 
trucking magazine: We pay 100 percent 
fuel surcharge! Free base plates! Paid load-
ing/unloading! With so many carriers 
recruiting owner-operators and so 
many factors to consider within each 
pay package, it’s no wonder that many 

owner-operators have a 
tough time estimating 
potential revenue from 
advertised compensa-
tion packages.
   While comparing pay 
packages is a time-

Take time to weigh the numbers and fi nd the deal that best suits you

Evaluating carrier compensation

Chapter 19
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In the race to recruit you to their ranks, carriers advertise all sorts of bonuses 
but often leave out crucial information. To adequately evaluate a carrier’s 
pay package, it’s important to obtain all relevant information, including 
accessorial pay items such as rate per hour for detention waiting to load.
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pay you 55 cents per mile for 
deadhead but it costs you 65 
cents per mile to operate the 
truck, you’ll have to make up 
elsewhere for that lost 10 cents 
per mile.

For some elements of  a pay 
package, such as detention 
pay, it’s also helpful to know 
your revenue per hour driving. 
To determine this, multiply 
your per-mile rate by your av-
erage speed. For example:

 Pay rate per mile $1.10
 Average speed x 59 mph
 GROSS 
 REVENUE 
 PER HOUR = $64.90

Knowing your hourly rate 
helps you determine whether 
the detention pay you’re of-
fered adequately compensates 
you for the revenue you lose 
while sitting on a load.

Use your break-even point 
and your hourly revenue es-
timate as you begin to gather 
information about pay pack-
ages. Ask carriers detailed 
questions about all revenue 
items and any cost items they 
cover. Chart those numbers 
on a spreadsheet, such as the 
one in this chapter, to begin 
your evaluation. To make your 
comparisons as accurate as 
possible, make sure you under-
stand some of  the more con-
fusing aspects of  pay packages:

LEARN HOW MILEAGE 

IS CALCULATED. If  a car-
rier pays by the mile, ask which 
system is used. Short (also called 
household goods) miles give 
the shortest route, so they are 
the least desirable to an owner-
operator. Practical route miles 

average 3 percent to 5 percent 
more. Hub miles average 3 
percent to 5 percent more than 
practical route miles, but few 
carriers use that system.

A number of  fl eets have in 
recent years switched from 
short miles to practical miles, 
which amounts to an across-
the-board raise. Practical miles 
use measurements based on 

actual addresses or ZIP Codes 
and account for common-sense 
alternate routing. Fleets won’t 
pay drivers the practical rate 
unless they know their custom-
ers will pay the practical rate 
as well. Ask a prospective fl eet 
whether its rate paid to driv-
ers matches its rate charged to 
customers. Also ask what rout-
ing software the fl eet uses. You 
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Percentage versus mileage pay

Today, several carriers have bucked tradition by offering owner-operators a 
choice of pay package, typically between a company-dispatched mileage-pay 
program and a percentage-pay program in which owner-operator self-dispatch 
offers great operational latitude. Understanding the advantages of each is key 
to making the choice. 

An owner-operator running on percentage shares the brunt of market 
conditions with the carrier, earning less money in bad times, whereas 
a mileage program in such times is an attractive safety net. In today’s 
environment, however, with rates rising slowly but steadily, operators on 
a percentage program can benefi t with a sort of built-in pay raise without 
running more miles.

Operators who excel in percentage pay shift their focus from weekly mileage 
targets to revenue targets, ideally achieved on the fewest possible miles. 

Here’s a basic breakdown of each system’s characteristics:

• Rate to the truck inherently stable 
with miles

• Often little self-dispatch freedom

• Fuel surcharge often averaged 
among fleet accounts/diesel 
prices

• Niche specialization possible but 
not in operator’s control 

• Home time in control of dispatcher

• Rate per loaded mile variable by 
lane/market conditions

• Self-dispatch often available

• Fuel surcharge paid in lump 
according to individual negotiated 
accounts

• Niche specialization by lane/freight 
within reach with self-dispatch

• Home time in control of operator 
with self-dispatch
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How to pinpoint and compare carrier compensation

 1. Monthly miles 10,000 ____________ ____________ ____________

 2. Mileage pay $0.850 ____________ ____________ ____________

 3. Bonuses per mile $0.050 ____________ ____________ ____________

 4. Additional stop pay $125 ____________ ____________ ____________

 Stop pay per mile $0.013 ____________ ____________ ____________

 City pay $75 ____________ ____________ ____________

 City pay per mile $0.008 ____________ ____________ ____________

 Layover $50 ____________ ____________ ____________

 Layover per mile $0.005 ____________ ____________ ____________

 Detention $330 ____________ ____________ ____________

 Detention per mile $0.033 ____________ ____________ ____________

 Load & unload $80 ____________ ____________ ____________

 Load & unload per mile $0.008 ____________ ____________ ____________

 Fuel surcharge $2,100 ____________ ____________ ____________

 Fuel surcharge per mile $0.210 ____________ ____________ ____________

 5. Total revenue per mile $1.177 ____________ ____________ ____________

 6. Base plate $125 ____________ ____________ ____________

 Fuel tax $150 ____________ ____________ ____________

 Road tax $50 ____________ ____________ ____________

 Permits $60 ____________ ____________ ____________

 Broker fees $200 ____________ ____________ ____________

 Tolls – Bridge $100 ____________ ____________ ____________

 Tolls – Highway $125 ____________ ____________ ____________

 Other   ____________ ____________ ____________

 Other   ____________ ____________ ____________

 7.  Food cost per month $400 ____________ ____________ ____________

 Other personal expenses $50 ____________ ____________ ____________

 8. Total costs  $1,260 ____________ ____________ ____________

 Total costs per mile $0.126 ____________ ____________ ____________

  9. Net revenue per mile $1.051 ____________ ____________ ____________

10. Net revenue $10,510 ____________ ____________ ____________

ExamplE

Costs

Company 1 Company 2 Company 3REvEnuE
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can run your own comparisons 
with programs such as Rand 
McNally’s Milemaker (www.
milemaker.com), Prophesy 
Mileage and Routing (www.
mile.com), Promiles (www.
promiles.com) or ALK’s PC-
Miler (www.alk.com/pcmiler).

Some fleets also offer mile-
age pay that varies according 
to the length of  the haul – 
generally more per mile for 
shorter hauls – changes that 
have been fairly rapid in re-
cent history, industry experts 
agree. Ask prospective car-
riers about their particular 
mileage variations.

LEARN HOW PERCENT-

AGE OF REVENUE IS CAL-

CULATED. If  a carrier pays 
by percentage, understand 
the calculations. Some car-
riers may pay 78 percent of  
100 percent of  the revenue. 
Others pay 78 percent of  96 
percent of  the revenue, or 90 
percent of  100 percent with 
added cost responsibility for 
the operators. Such distinc-
tions can account for hun-
dreds of  dollars’ difference 
over 10,000 miles. 

LEARN THE POLICY AND 

PRACTICE OF FUEL SUR-

CHARGES. Find out exactly 
how the surcharge is comput-
ed and whether it compen-
sates for all or only part of  
rising diesel prices. The best-
case scenario is a carrier that 
bills surcharges to all clients 
and pays all surcharges to the 
owner-operator. If  the car-
rier pays only on collection, 

ask for the average amount 
passed on to owner-operators 
and use that number to make 
your comparison.

LEARN THE REAL COST 

OF ANY CO-OP PROGRAM. 
If  you plan to make use of  
a carrier’s co-operative buy-
ing program, ask what the 
markup is on things such as 
tires. Ask how quickly the 
purchase has to be repaid. 

Make sure you’re getting 
a good deal. For example, 
some carriers with fuel pro-
grams charge owner-opera-
tors $1 to $3 every time they 
use the fuel card. That adds 
up to anywhere from $300 
to $900 per year. On the flip 
side, buying fuel at a cheaper 
rate could more than make 
up for those fees. Crunch the 
numbers to find out.

How to pinpoint and compare carrier compensation

REVENUE 
1. Estimate the monthly miles you 

will run, based on your available 
time and the carrier’s promises. 

2. Put in the carrier’s advertised 
mileage pay. If the carrier pays 
on percentage of revenue, ask 
for an average rate per mile that 
its owner-operators make. 

3. List any per-mile bonuses or 
variations per length of haul. 

4. List all of the elements a carrier 
includes in its pay package, such 
as stop pay, city pay, layover, 
detention, load and unload. Divide 
each by your miles per month to 
determine its per-mile basis. 

 $125 stop pay 
 ÷10,000 miles 
 $0.013 PER MILE FOR STOP PAY. 

5. Add all the per-mile elements to 
the mileage pay to determine 
your total revenue per mile.

COSTS 
6. Estimate monthly costs that 

either you or the carrier will 
cover — fuel tax, permits, tolls, 
etc. When a carrier covers a 
particular cost, such as tolls, 
leave that line blank. For an 
annual expense, such as base 
plate, divide by 12 to get the pro-

rated cost.
7. If you’re comparing local or 

regional operations with long 
haul, also estimate monthly 
costs for food and other personal 
road expenses, which will vary 
depending on how many days 
you’re away from home.

8. Add the cost elements and divide 
by your monthly mileage to 
determine cost per mile. 

9. Subtract the cost per mile 
from total revenue per mile to 
determine your pay per mile.  

 $1.010 total revenue per mile 
 - $0.726  cost per mile  
 $0.284 NET REVENUE PER MILE

10. Calculate your monthly net 
revenue for that carrier by 
multiplying your net revenue per 
mile pay by your monthly miles.

 $0.284 per mile
 x 10,000 miles per month
 $2,840 REVENUE PER MONTH

Once you have run revenue and 
cost comparisons for all carriers 
you’re considering, look at the factors 
that are tough to assign a dollar 
amount to, such as home time, rider 
and pet policies, and availability of 
dedicated runs. Only then can you 
make an informed decision that meets 
your business and personal needs.
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$1,000. The savings from 
analyzing, managing and 
monitoring your business will 
net you a speedy return on the 
investment.

Most any computer with the 
right software will allow you 
to track and analyze your data 
in much the same way that 
a good business services pro-
vider would – evaluating your 
costs, revenue and per-mile 
comparisons. But be prepared 
to spend hours throughout the 
year organizing your paper-
work and entering the data. 
And depending on your exper-
tise with the program you use, 
you could meet some frustra-
tion in crunching the numbers 
and making sense of  them.

It’s still possible to track an owner-op-
erator business with paper and pencil. 
But with the improvements in owner-
operator software; desktop, laptop and 
smartphone prices; and Internet ac-
cess itself, tracking your business via 
computer makes more sense than ever. 

You can outfi t yourself  
with a powerful laptop, 
already equipped for 
wireless Internet access 
and software designed 
to manage your busi-
ness, for well under 

Online trucking resources combined with ever-cheaper hardware and software can 
help you work faster, smarter and more profi tably

Software, hardware, and the Internet

Chapter 20
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More and more, online trucking services 
are available via proprietary smartphone 
applications taking advantage of GPS, 
Internet and talk functionality in iPhone, 
Android, Blackberry and other devices.
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HARDWARE
Basically, there are two main 
things to consider before mak-
ing a hardware purchase: 

Determine what you want to ac-
complish. What is the return 
on investment time for the 
purchase? Can it be justified 
financially?

Know your options. You don’t 
have to know everything about 
the hardware, but you should 
make sure it will run the 
needed software or provide the 
service required.

For example, if  you want to 
run trip-planning software with 
GPS, receive and send e-mail, 
keep track of  your own fuel 
tax and scan your receipts to 
retain electronic copies, a lap-
top with a scanning and GPS 
device would be a wise choice. 
A multi-function smartphone 
or larger netbook (a miniature 
laptop, essentially) may also do 
the trick with the right periph-
eral devices.

If  you decide on a laptop, 
consider one with a large 
screen and built-in DVD play-
er, so it can double as an enter-
tainment center on the road. 
Do you plan to surf  on the 
Internet while you eat in truck 
stops or picnic areas? Make 
sure the battery life of  your 
laptop is long. Most come with 
a minimum of  two hours’ life. 
You may want a second battery 
as backup. 

When shopping consider all 
the retail options, not just na-
tional chains. Shopping online 
gives you many more models 

and prices to choose among, 
and some vendors allow you 
to customize the computer 
to your specs. Other tips: Ask 
other owner-operators what 
they like and don’t like about 
their computers. Read com-
puter magazines and consumer 
product reports. Visit manu-
facturers’ websites to configure 
computers and get a sense of  
direction.

Consider buying a refur-
bished computer from a well-
known manufacturer for the 
cost savings. Be sure to ask 
about the warranty, though. 
Ask what software comes free 
with the machine. Many come 
with a suite of  Microsoft Of-
fice products such as Word and 
Excel, though software with 
similar functionality is free for 
any user with a gmail account 
and an Internat connection via 
Google Docs.

Keep all receipts, registra-
tion information and original 

packaging in case you need to 
return the computer or call for 
customer service.

TRUCKING 
BUSINESS SOFTWARE
Most business software is easy 
to use, even for the techno-
logically challenged, and many 
providers offer manuals, online 
support and phone help lines. 
The most challenging part of  
computerizing your business 
records is selecting the right 
program. For trucking business 
software, you have two general 
choices:

CUSTOMIZED SPREAD-

SHEET. If  you’re so inclined, 
you can design your own 
spreadsheets or databases 
based on a standard program 
that might already be on 
your computer, such as Excel, 
Quicken or Microsoft Money. 

TRUCKING-SPECIFIC 

SOFTWARE. Many software 
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Record-keeping and logging software

Laptop and smartphone applications are making keeping track of records 
easier for owner-operators. The Xata Turnpike “RouteTracker” smartphone 
app (eobr.com), combined with a device that connects to your engine’s ECM, is 
capable of providing logging functionality on a smartphone to satisfy federal 
regulations of electronic onboard recorders for hours-of-service monitoring. 
Other smarphone apps like Mobile Warrior iDDL (mobilewarrior.com) and 
uDrove (udrove.com) serve as stand-ins for paper logbooks. 

In addition, uDrove harnesses the imaging capability of smartphones 
to turn record-keeping into a largely electronic affair, with online storage 
accounts for retaining receipts. The Drive Axle app (driveaxleapp.com) and 
service from Eleos Technologies functions similarly for record-keeping.

Laptop software such as that offered by Driver’s Daily Log (driversdailylog.
com) has been used by operators for years now, replacing paper log books. 
Unless, like the Xata program, they are federally certified electronic onboard 
recorders, logging programs must be able to be retrieved and printed or 
emailed/faxed for view on request of law enforcement. 
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packages have been designed 
for owner-operators. These 
programs perform a variety of  
functions, including tracking 
expenses, determining cost per 
mile, calculating fuel taxes and 
recording maintenance and 
warranty information. The 
better programs can compile 
your data in different ways to 
generate reports that give you 
insights about your operation 
that might not be apparent 
otherwise.

Many software companies 

offer free online demos and on-
line tours. Some programs also 
offer Internet access to your 
data and the software. That 
means you can manage your 
business anywhere you can find 
Internet access – something 
that’s become much easier as 
Wi-Fi (wireless Internet) service 
has spread to truck stops, rest 
areas, restaurants and motels, 
and cellular broadband access 
is a reality. With a new laptop 
or with a high-speed wireless 
Internet card inserted into an 
older model, you can subscribe 
to a Wi-Fi or cellular broad-
band service and turn your cab 
into a full-service office.

TRUCKING ONLINE
With a connection to the Inter-
net via a smartphone or laptop, 
you can find virtually anything 
you need to know concerning 
technology and your business: 

• Check traffic reports, 
weather and fuel prices.

• Find and book loads.
• Send bills of  lading. 
• Keep in touch with family 

and friends.  
• Communicate with dispatch.
• Manage bank accounts and 

finances. 
• Get trucking news. 
• Plan routes.
• Shop for the best prices on 

equipment.
• Send receipts and settle-

ment statements to busi-
ness services providers and 
organize tax records.

In addition to those already 
mentioned, following find a 
closer look at some of  the most 

helpful owner-operator appli-
cations:

LOAD MATCHING. Freight 
matching once meant scraps 
of  paper with phone numbers 
stuck on truck-stop bulletin 
boards, or postings on a TV 
monitor. Today, online load 
boards link owner-operators to 
inbound freight and backhauls, 
based on posting time, equip-
ment type and specific lanes. 
All the major boards now have 
optimized access to loads via 
smarthphone apps or custom 
mobile sites. Typically offered 
via monthly subscription or a 
nominal fee, load boards vary 
in size and quality. 

Some of  the major load services: 
• Internet Truckstop, the 

first load-matching service on 
the Internet. Via www.truck-
stop.com you can access real-
time searches, credit reports, 
weather information, road 
conditions, fuel optimization 
and mileage and routing infor-
mation. Plus it’s also accessible 
by e-mail, fax or phone. The 
ITS Trucker app enables IT on 
iPhone and Android phones. 

• Getloaded (www.get-
loaded.com) offers subscribers 
access to credit scores, mile-
age calculators and weather 
reports, among other features. 
Their iGetLoaded iPhone app 
was the first such on the market 
among major load services. 

• TruckersEdge (www.truck-
ersedge.net) is powered by Trans-
Core’s DAT network, the oldest 
and largest load board in the U.S. 
TruckersEdge.net also provides the 
freight matching service available 

Equipment resources/apps

Truck sites and associated apps include:
• www.freightlinertrucks.com | Truck-

erNet app
• www.internationaltrucks.com | Inter-

national on the Road app
• www.kenworth.com
• www.macktrucks.com | Mack Dealer 

Locator app
• www.peterbilt.com
• www.volvo.com/trucks | Volvo Trucks 

Dealer Locator app
• www.westernstartrucks.com | Truck-

erNet app
Engine and engine oil sites include:
• www.castrol.com
• www.caterpillar.com
• www.chevron.com
• www.citgo.com
• www.cummins.com
• www.detroitdiesel.com 
• www.exxonmobil.com
• www.maxxforce.com
• www.mobil.com
• www.paccar.com/engines
• www.shell.com
• www.valvoline.com 
Parts databases are available via: 
• www.alliancebrandparts.com
• www.drivetrainamerica.com
• www.heavytruckparts.net
• www.partsmartparts.com
• www.partsriver.com
• www.rctpinc.com
• www.trpparts.com
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through OverdriveOnline.com, 
and a special mobile version of  
its website recently launched for 
smartphone users. For users with-
out a TruckersEdge subscription, 
TransCore offers the My DAT 
Trucker Services app.

EQUIPMENT. All major truck 
and engine makers have web-
sites. Many equipment makers 
also have developed smartphone 
apps linking users with dealers 
and service locations, for war-
rantable and other repairs and 
roadside assistance (see sidebar).

ONLINE BANKING. The 
convenience of  being able to 
bank 24/7 appeals to drivers 
who often lack access to their 
mail or a branch of  their bank. 
Truckers with online bank 
accounts can check them any-
where they have Internet ac-
cess, most banks now enabling 
easy access to accounts via pro-
prietary smartphone apps. 

There even are “virtual 
banks” that operate entirely 
digitally. To woo customers 
from older banks, these banks 
tend to offer very attractive 
interest rates on checking and 
savings accounts, as much as 

five or six times higher than 
those offered by banks with 
higher overhead costs in build-
ings, utilities and employees. 

A novice to online banking, 
however, might be more com-
fortable exploring the online 
possibilities of  a traditional bank 
first. The nation’s largest finan-
cial institutions, and most of  the 
smaller ones, offer online access.

TRUCKING 
INFORMATION 
Dozens of  sites provide other 
information tailored to truckers. 
OverdriveOnline.com provides 
up-to-the-minute news and 
services, such as load matching, 
fuel prices by state, weather re-
ports, street-level truck routing, 
ads for used equipment and an 
online job search. 

Social sites like Let’s Truck 
(www.letstruck.com) also pro-
vide forums for thousands of  
truck drivers through dozens of  
specialized bulletin boards and 
sharing venues. 

Truck stop chains such as Pi-
lot Flying J (www.pilottravelcen-
ters.com | MyPilot app),  TA 

Petro (www.tatravelcenters.com 
and www.petrotruckstops.com 
| TruckSmart app) and Love’s 
(www.loves.com | Love’s Con-
nect app) list their amenities and 
offer locating services and park-
ing and up-to-date fuel prices 
via their smartphone apps. 

The Trucker Tools app offers 
similar functionality for diesel-
selling locations nationwide 
and deals on services at various 
stops (www.truckstopcoupons.
com). Companies such as 
ProMiles (www.promiles.com) 
provide truckers with accurate 
routes and mileage.

For market data, keep an eye 
on Transcore’s Freight Solutions 
website, www.transcorefreight-
solutions.com. Their “Trend-
lines” weekly reports track aver-
age spot and contract freight 
rates, with analyses of  the best 
and worst lanes in America. 

Federal and state govern-
ments have websites that allow 
you to pay taxes online, research 
regulations and report possible 
violations. The Federal Motor 
Carrier Safety Administration 
(www.fmcsa.dot.gov) site has 
links to all trucking regulations 
as well as pending rulemakings.

Trucking associations such as 
the Owner-Operator Indepen-
dent Drivers Association (www.
ooida.com) and the American 
Trucking Associations (www.
truckline.com) also have their 
own websites, as do state truck-
ing groups.

For a complete list of  web-
sites and telephone numbers 
for trucking-related agencies 
and groups, see Appendix 2.

Money/budgeting smartphone apps

• The free Chase Mobile app allows Chase account holders to snap a photo of 
a check with an iPhone or Android phone and deposit it directly. 
• Create central space for tracking checking account and credit card balances 
and bill payment due dates with the Pageonce app, available on iPhone, 
Android and Windows Mobile platforms, as well as for laptop web browsers. 
• Create and track budgets with Mint.com and Ace Budget’s iPhone or 
Android apps. 
• Need cash? The ATM Hunter app by MasterCard for iPhone, Blackberry and 
Android phones locates the nearest ATM.
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Independents are responsible 
for their own registrations. 
Leased owner-operators have 
the option of  doing it them-
selves or letting the company 
they are leased to handle it. 
Generally, the company deducts 
the cost from the driver’s settle-
ments. That’s easier, but not 
necessarily wiser, because if  you 
get your plate through the car-
rier, you must leave it behind if  
you sever ties with the carrier. 
You even could get billed for 
whatever you owe on the plate 
you’re no longer using. 

The cost of  registering a 
truck varies from state to state, 
but you aren’t allowed to shop 
for the cheapest base state. To 
base-plate in a state, you must:

Before you legally can operate a 
commercial vehicle in interstate 
commerce, you and your vehicle 
must comply with certain laws and 
regulations. It is your responsibility to 
know them. For the owner-operator, 
it starts with truck registration. This 

is to the truck what a 
commercial driver’s 
license is to the driver: 
a means of  identifying 
and tracking. If  your 
truck isn’t registered, 
it’s not legal.

It’s up to you to know and follow regulations and practice safe driving

Staying compliant and safe

Chapter 21

76   |   Partners in Business 2012

Staying within 
the boundaries of 
the law will keep 
trips through DOT 
inspection facilities 
short and sweet.
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• Have an established place 
of  business in that state, with 
a street address, a listed tele-
phone number and at least 
one person conducting busi-
ness at that location. A post 
office box is not sufficient.

• Maintain records in that 
location and be prepared to 
make them available to au-
thorities at that location.

• Accrue miles in that state.
Before you can register, your 

base state will require you to 
pay the federal heavy-vehicle 
use tax. Also, if  you don’t reg-
ister your truck within 60 days 
of  purchase, your base state 
will require proof  of  payment, 
usually a copy of  Internal 
Revenue Service Form 2290 
(heavy vehicle use tax return) 
and a canceled check.

Although you register your 
personal automobile only in 
your home state, your truck 
must be registered in every 
state through which you travel. 
Years ago, you had to register 
separately in each state, but in 
1991 Congress created the In-
ternational Registration Plan 
(IRP), a streamlined nation-
wide system for truck registra-
tion. Under IRP, you fill out 
a form and write one check 
to your base state. A percent-
age of  your fee goes to each 
state you travel through, based 
on the number of  miles you 
run in that state. When you 
register, therefore, you need 
to estimate how many miles 
you will travel in the coming 
year, state by state. Fees, bond 
requirements and taxes vary 

with each state, so check with 
your base state for details.

If  a load takes you through 
a state where your truck is not 
registered, you can get a tem-
porary registration, usually for 
15 to 30 days. For information 
on vehicle registration by state, 
see Appendix 1 for a complete 
list of  phone numbers.

SAFETY 
REGULATIONS
Most of  the safety laws involv-
ing heavy trucks are found 
in the Federal Motor Car-
rier Safety Regulations, and 
all truckers should have a 
working knowledge of  them. 
Owner-operators must keep a 
copy of  the regulations in their 
trucks. Many truck stops sell 
inexpensive paperback copies 
of  them.

The parts that most affect 
owner-operators include:

• Part 390. General over-
view: violations and penalties.

• Part 391. Driver qualifica-
tions: responsibilities, annual 
review, records, road tests.

• Part 392. Driving com-
mercial motor vehicles: safe 
loading and fueling practices, 
safety at railroad crossings, 
seat-belt use, emergency sig-
nals, emergency equipment 
use, passengers, illness and fa-
tigue, drug and alcohol use.

• Part 393. Parts and acces-
sories: proper lights and reflec-
tors, wiring, batteries, brakes, 
windows, fuel systems, cou-
pling devices, towing methods, 
tires, sleeper berths, mirrors, 

defrosters, speedometers, 
exhaust systems, floors, rear-
impact guards, frames, cabs, 
suspensions, steering systems.

• Part 395. Hours of  service: 
maximum driving time and 
on-duty time, record of  duty 
status, onboard recorders, out-
of-service declarations.

• Part 396. Inspection, re-
pair and maintenance, includ-
ing record-keeping require-
ments.

• Part 397. Transporting 
hazardous materials, state and 
local laws, driver presence and 
surveillance, parking, fires, 
smoking, fueling, tires and 
routing.

In December 2010, the 
Federal Motor Carrier Safety 
Administration began imple-
menting a new safety rating 
system for motor carriers, 
including independent owner-
operators. The new system 
changes an old number rating 
methodology based on infor-
mation gleaned from on-site 
safety compliance reviews to 
one based on roadside inspec-
tion observations and crash 
data. This system’s inclusion 
of  real-time violations in an 
independent’s safety score 
makes complying with safety 
regulations even more impor-
tant. 

For owner-operators who 
are leasing on to a carrier, the 
change is equally important, 
given that your carrier’s score 
will be directly affected for the 
first time by all of  your on-
road actions noted by an in-
spector or motor carrier safety 
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officer. FMCSA is deploying 
a similar system, furthermore, 
that tracks individual driver 
performance internally the 
same way they are rank-
ing motor carriers publicly; 
they’ve made clear intentions 
to take this system public in 
the future to rank individual 
drivers. This system will be 
in part available to carriers 
checking your business’ his-
tory in the future for pre-lease 
screening. 

In short, safety regulations 
are getting sharper teeth – 
staying compliant now is ever 
more crucial to your contin-
ued operation. You can mini-
mize impact of  the new Com-
pliance, Safety, Accountability 
(CSA) safety program by being 
certain your truck is in compli-
ance with all equipment regu-
lations and by following these 
steps. 

Do everything practical to 

avoid inspection violations. 
That starts with thorough pre-
trip and post-trip inspections 
and attention to needed main-
tenance and extends to mini-
mizing inspections themselves. 
Some carriers have instituted 
cash awards to operators for 
inspections with no violations, 
which help a carrier’s CSA 
rankings, so this could pay 
extra dividends. Use PrePass 
or other state weigh-station 
bypassing systems to stay out 
of  the inspection stations as 
much as possible, wash your 
truck regularly, dress cleanly, 
and otherwise avoid doing 

anything that might draw the 
attention of  patrol officers. 
State highway patrolmen note 
that up to 90 percent of  every 
motor carrier’s problems arise 
from speeding. Slowing down 
will help your carrier’s or your 
own ranking, because if  you 
speed and are caught, they 
often will inspect your ve-
hicle, and small violations can 
mount up. 

Pick your partners wisely. 
A carrier that takes its safety 
scoring seriously is going to 
be increasingly more likely to 
have solid customers and its 
pick of  freight than the op-
posite. Treat your carrier as a 
partner in your business, and 
look for them to treat you the 
same way. 

Go electronic with logs. 
The Fatigued Driving (hours-
related) Behavioral Analysis 
and Safety Improvement Cat-
egory (BASIC), one of  seven 
such categories in the CSA 
system, is the most-frequently 
violated of  all the BASICs, 
with 13 percent of  all inter-
state freight carriers ranked 
above the FMCSA action 
threshold. A majority of  the 
violations in that BASIC are 
so-called “form and manner” 
infractions, or simple admin-
istrative errors in how the log 
is represented on the paper. 
Electronic logs eliminate the 
large majority of  that kind 
of  error, partially automating 
much of  the logging process. 

Mind the small stuff. Pay 
strict attention to all aspects of  

your operation. A frequently 
incurred violation contributing 
to scores in the Unsafe Driving 
BASIC is the simple seat-belt 
violation, often accrued after a 
speeding stop.  

Build law enforcement 

relationships. For indepen-
dents, good relationships with 
the highway patrol in your 
area will enable you to call on 
them for advice in particular 
situations. It will also increase 
the possibility that, should you 
need help in the Vehicle Main-
tenance BASIC, they might 
make themselves available 
for terminal inspections, con-
ducted at your central place of  
business on your equipment. 

Managing the historical 
inspection information that is 
being collected about you, too, 
is important. 

ACCESS YOUR RECORDS. 
In the view of  the FMCSA, 
technically speaking any own-
er-operator who is leased to 
a carrier and who hasn’t had 
his authority for the last two 
years does not have any safety 
ranking in the new program’s 
Safety Measurement System. 
But a leased owner-operator’s 
data profile there is impor-
tant. Leased owner-operators 
can gain access to the data 
the internal measurement is 
based on via the FMCSA’s 
Pre-Employment Screening 
Program or PSP (psp.fmcsa.
dot.gov) for $10. Alternatively, 
making a Privacy Act request 
via the FMCSA’s Freedom of  
Information Act office will net 
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you the same results, free of  
charge, but with a turnaround 
time of  several weeks. If  you 
have a prior driving and in-
spection history and haven’t 
accessed the information yet, 
it’s important to do so to make 
certain it is correct. It will be 
used by carriers evaluating 
your lease application, and it 
could impact your insurance 
rates.    

For owner-operators with 
their own carrier authority, 
SMS results are publicly avail-
able via csa.fmcsa.dot.gov, click 
“SMS Results.” You’ll need a 
Department of  Transportation-
issued login and PIN number 
to access the full results. Most 
owner-operators will not have 
a ranking, but that may change 
as time goes on. 

USE DATA TO YOUR 

ADVANTAGE. Safety data 
and any scoring that may be 
available can be used in many 
ways. 

Prove safety to a carrier 

to which you’re looking to 

lease For owner-operators 
applying for a new lease 
and facing carrier qualifying 
processes, a pristine PSP is 
expected to be more valuable 
going forward, as some carri-
ers look to tie driver mileage 
or percentage pay scales to 
safety performance. Providing 
an up-to-date, clean PSP to a 
prospective carrier before they 
request such is something an 
owner-operator confident in 
his/her safety performance 
might do to effectively docu-

ment safety history. 
Review data quality and 

correct errors. Whether 
you’re leased or independent, 
you’ll be reviewing informa-
tion contained within the same 
database. Make certain all 
violations and/or crashes con-
tained in your SMS results or 
on your PSP are correctly con-
nected to you. For indepen-
dents, challenging erroneously 
assigned inspections or crashes 
is your responsibility entirely. 
Challenges are conducted 
via FMCSA’s DataQs portal 
at dataqs.fmcsa.dot.gov. The 
Owner-Operator Independent 
Drivers Association offers 
its members assistance with 
navigating this process free of  
charge. 

PRACTICING SAFETY
Every year some 500 truck 
drivers die in highway ac-
cidents in the United States, 
thousands more are injured, 
and thousands of  citizens die 
or are injured in accidents 
involving a truck. Avoid be-
coming part of  those statistics 
by learning safe driving tech-
niques and making your ap-
proach to driving the founda-
tion of  how you operate. 

LOGS. Strict adherence to 
hours-of-service regulations 
is a good step toward safety 
– and keeping out of  trouble. 
Today’s procedures, with near-
ly every stop documented with 
date and time, allow the DOT 
and carriers to closely monitor 

hours-of-service compliance. 
Sooner or later, anyone vio-
lating the regulations will be 
caught. 

PARKING AND BACKING. 

Most minor accidents occur 
when a driver is parking or 
backing, so even at low speeds 
it’s no time to become com-
placent. Never begin backing 
before first walking to the rear 
and looking all around – in-
cluding up and down – for 
obstructions. A complicated 
backing maneuver may re-
quire you to get out and look 
several times. Never rely on 
the opinion of  spotters (espe-
cially at truck stops). When 
parking, if  possible back the 
trailer against a fence or wall, 
in effect sealing the trailer 
doors to prevent theft. Set 
the trailer brakes and gently 
pull forward to put tension on 
the fifth wheel pin, making it 
impossible for a vandal to pull 
the fifth wheel release.

STAY IN YOUR LANE. It 
is normally in your best inter-
est to maintain a single lane 
of  travel until you come to a 
stop. What could force you to 
leave your lane? Some causes 
are under your control, such 
as traveling too fast for con-
ditions, loss of  vision, cargo 
shifts, high wind, tire failure, 
mechanical failure or fatigue. 
Other reasons for leaving your 
lane may not be under your 
control – for example, another 
driver cutting you off  or an 
animal darting in front of  your 
truck. You will likely do less 
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harm to yourself  and others 
and create less property dam-
age if  you maintain a single 
lane of  travel during any inci-
dent. 

DEADLY DISTRACTIONS. 
It is illegal to talk on a hand-
held phone or text while oper-
ating a commercial motor ve-
hicle in interstate commerce. 
That said, even the best driv-
ers find that their attention 
can easily be diverted. Read-
ing a map, talking on a CB, 
listening to music, thinking 
about home, or picking some-
thing up from the floor are 
all distractions. What is hap-
pening outside your vehicle 
is where your main attention 
always should be.  

THE MOTORING PUBLIC. 
Truck drivers are expected to 
drive safely and predictably, 
and the vast majority do. On 
the other hand, four-wheelers 
often drive in an unpredictable 
fashion, especially when they 
are near trucks or are carry-
ing a carload of  people. Their 
poor driving may display igno-
rance of  your vehicle’s limita-
tions, their own impatience or 
other conditions. Recognize 
their inexperience and use ex-

tra care. 
SPECIAL LOADS. Certain 

types of  hauling, such as with 
tankers and flatbeds, require 
even more training and care to 
operate safely. Tankers carry 
liquids that may be flammable 
or toxic. In certain circum-
stances, these liquids can push 
the vehicle in unexpected 
directions just when it needs 
to be stable and predictable. 
Flatbed cargo can become 
dislodged or, in a sudden stop, 

come loose and be projected 
toward the driver or others. 

KNOW YOUR LIMITS. 
Don’t overestimate your abil-
ity, whether driving in sub-
standard conditions or dealing 
with fatigue. Never let anyone 
or anything distract you. If  
you are uncertain of  what is 
happening around you, slow 
down. Stop if  necessary. Give 
yourself  time to analyze the 
situation and make a thought-
ful decision.

Warning systems

Two technologies, though not widespread, can sound warnings of potential 
problems while you are driving. 

RADAR TECHNOLOGY. Drivers can be alerted via audible alarms — up to 
three or more seconds in advance — by radar technology to potential hazards 
that are the root cause of accidents, such as stopped or slow-moving vehicles 
ahead, cars following too closely, and vehicles traveling in a truck’s blind 
spot. Some systems allow you to automatically establish and maintain an 
appropriate following distance behind other vehicles while in cruise control. 
When no lead vehicle is present, the system operates like normal cruise 
control. Most radar systems can be configured with audible and visual alerts 
to warn you when your vehicle is getting too close to slower traffic ahead, 
thus exceeding the ability to decelerate safely. 

LANE DEPARTURE. These systems use a video camera to monitor the road 
and provide an audible warning if your vehicle begins to drift out of its lane. 
Several systems are composed of a windshield-mounted camera and a driver 
interface that attaches to the dashboard. Such systems, however, are not 
intended to help you drive far beyond the point of fatigue and by no means 
guarantee your safety. The only true cure for fatigue is sleep.
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the lanes you run and state re-
quirements all affect insurance 
costs, but an owner-operator 
with a new truck and his own 
authority is likely to pay:
•  $6,000 a year for $1 million in 
primary liability insurance. This 
covers damage or injury done 
to others in an accident while 
you’re under dispatch.
•  $3,000 a year for physical 
damage insurance. This covers 
damage done to your truck and 
trailer in an accident.
•  $1,000 a year for cargo insur-
ance. This covers damage to or 
theft of  the load you’re hauling.
•  $630 a year for $1 million in 
non-trucking-use liability insur-
ance. Often called “bobtail in-
surance,” this covers damage or 
injury done to others in case of  

After the truck payment, truck insurance 
is an owner-operator’s biggest fi xed cost, 
one that must be paid on time whether a 
truck is running hard or parked. Without 
adequate insurance, an accident or cargo 
claim could mean fi nancial ruin. Insur-
ance expenses can quickly add up, which 

is why many owner-oper-
ators budget their premi-
ums a year ahead. Your 
age, your driving record, 
the age and condition 
of  your equipment, the 
commodities you haul, 

Understand the types of coverage and how much is required to protect your operation

Trucking insurance

Chapter 22
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accident while you’re not under 
dispatch.

All that insurance totals almost 
$11,000 per year, assuming a safe 
driving record. Cited speed de-
mons can pay much more.

Leased owner-operators gen-
erally carry just as much truck 
insurance but pay for less of  it 
themselves. The leased opera-
tor should make sure the lease 
agreement specifies what he is not 
responsible for, typically primary 
liability and cargo insurance, and 
what he is responsible for, typi-
cally physical damage and non-
trucking liability insurance. Some 
fleets charge the owner-operator 
for primary liability and cargo 
insurance, but other fleets absorb 
it as part of  the cost of  doing 
business. Some fleets are begin-
ning to require drivers of  smaller 
trucks to handle their own pri-
mary liability, especially in courier 
or delivery applications.

Owner-operators shopping for 
insurance can look to trucking-
specific insurance agencies or 
truck dealers – or buy direct from 
the insurance company itself. 
Shop around before you buy, 
looking for the most coverage at 
the most reasonable cost. Some 
leased owner-operators buy all 
their insurance independently of  
the plans offered by their fleets. 
It can cost more, but its advan-
tages include more control of  
your coverage, a closer business 
relationship with your agent, and 
a speedier reply when you have 
an emergency. Better yet, inde-
pendently purchased insurance 
is portable. If  you and your fleet 
part ways, you’re still covered en 

route to the next orientation. Be-
fore you can be assigned a load, 
you’ll have to show your carrier 
proof  you have all the coverage it 
requires.

LIABILITY 
If  you are operating under your 
own authority, you are required 
by federal law to have a mini-
mum of  $750,000 liability cover-
age. This is to protect you in a 
major accident in which you are 
at fault. You may want to con-
sider higher coverage, at least $5 
million, since a catastrophic truck 
accident can cost many millions.

Because primary liability insur-
ance is the law, it’s standard in 
lease agreements, too. Remem-
ber, though, that just because 
your carrier is insured against 
damage you cause, it won’t nec-
essarily be on your side in case 
of  an accident. For that reason, 
some leased owner-operators opt 
to buy liability insurance indepen-
dently of  their carriers.

For most, however, having li-
ability taken care of  is one of  
the biggest advantages to leasing. 
Owner-operators who switch 
to their own authority often are 
surprised by how costly, complex 
and time-consuming liability 
coverage can be. While a dam-
age policy commits the insurer to 
paying only the current value of  
the truck, a typical primary li-
ability policy commits the insurer 
to paying as much as $1 million if  
something goes wrong. Moreover, 
the insurance industry considers 
owner-operators to be higher risks 
than fleets, and that risk earns the 

insurer only about $6,000 a year 
in premiums.

Small wonder that the insurer, 
before signing that contract, 
wants every assurance that noth-
ing will go wrong. The insurer 
is likely to quiz an independent 
about the type of  freight to be 
hauled, the region or operating 
radius, his background as a driver 
and as a business person, and 
regular safety and security prac-
tices. Owner-operators can help 
themselves by demonstrating they 
have a solid business plan for the 
short and long term, including a 
daily maintenance schedule and 
routine safety procedures. 

DAMAGE 
The law does not require physi-
cal damage insurance, but lend-
ers do. A damage policy will pay 
no more than the value of  the 
equipment at the time of  the ac-
cident. In other words, you won’t 
get a new truck out of  a damage 
claim, even if  your present truck 
is totaled. The insurer’s prefer-
ence always is to go the cheapest 
route, which usually is repairing 
the truck you have. At best, you’ll 
get enough to buy another truck 
of  the same age and mileage.

A typical damage premium 
is anywhere from 3 percent to 
5 percent of  the truck’s value, 
or $3,000 to $5,000 for a truck 
worth $100,000. A bad driving 
record, however, can bump the 
cost to $8,000 a year or more, if  
you still can get damage insurance 
at all. If  you buy damage insur-
ance from a truck dealer financing 
your truck, your truck payments 
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are higher, and your interest costs 
go up. It may be less expensive to 
get insurance through an indepen-
dent agent.

Make sure that damage policies 
don’t count the cost of  towing as 
part of  a settlement. If  they do, 
thousands of  dollars of  any settle-
ment will go not to repairs but to 
the tow company. You’re better off  
getting extra coverage for towing.

GAP INSURANCE. Since 
an owner-operator can owe more 
on a truck than it’s actually worth, 
due to depreciation, a damage set-
tlement may not even be enough 
to make the rest of  the payments 
on the totaled rig. If  you’re driv-
ing a new truck or a used truck 
no more than five or six years old, 
gap insurance might be helpful. 
It covers the difference between 
the actual book value of  the truck 

and what you owe on the truck. 
For example, if  the market value 
of  your truck is $40,000, but you 
have a loan balance of  $50,000, 
you would be short $10,000 to pay 
off  the loan in the event your truck 
was totaled. Gap coverage would 
make up the $10,000 shortfall.

DAMAGE DEDUCTIBLES. 
Besides the premium, the other 
important number in a dam-
age formula is the deductible. A 
deductible of  $1,000 means the 
policyholder agrees to pay the 
first $1,000 of  expenses before 
the insurance kicks in. The higher 
the deductible, the lower the pre-
mium. 

Ask your agent for a range of  
prices at various deductibles, low 
to high. Deductibles of  $1,000 
are typical. A top-of-the-line rig 
may have deductible options as 

high as $10,000. Low to moderate 
deductibles, however, are the best 
choices for an owner-operator. A 
high deductible is no bargain if  
an accident puts you out of  busi-
ness. If  the deductible in your fleet 
policy is too high for comfort, you 
even can buy insurance that will 
pay that deductible for you. Such 
“deductible buy-back” insurance 
generally is cheap.

COVERAGE OF OTHER 
EQUIPMENT. Any truck equip-
ment not covered in a basic dam-
age policy – for example, auxiliary 
power units, binders, chains – can 
be added at minimal cost. A basic 
damage policy likely won’t cover 
the cost of  replacing a tank full of  
diesel that spills in an accident, or 
any other fluids that need replac-
ing afterward. Boilerplate damage 
policies typically cover only per-
manent manufacturer-installed fix-
tures on the truck, not any extras 
added later, such as Qualcomm, 
Vorad or satellite radio. All can be 
covered for a small fee, but the in-
surance company has to know the 
items are there.

CARGO
The federal government ended its 
requirement for $5,000 in cargo 
coverage for interstate carriers in 
2011, but shippers are expected 
to continue to require it of  carri-
ers hauling their freight and carri-
ers will require it of  leased opera-
tors. Fleets typically buy $100,000 
on the owner-operator’s behalf, 
which is the amount mandated 
by many shippers. Specialty haul-
ers can carry far more. 

The fine print in some lease 

Put an insurance agent on your team
Because no fleet takes care of all truck insurance needs, many owner-operators rely 
upon a dedicated truck-insurance agent. An agent who knows the trucking industry 
and your business plan can help assure you’re always covered and always can make 
your premiums. Too many leased owner-operators don’t even know which company 
is insuring them. Get the company’s name and check it out for free at the A.M. Best 
website (ambest.com), which ranks each insurer according to its financial viability. 
Sticking with A-rated insurers is the best policy, because they offer better coverage 
and faster turnarounds on claims.

 The chief question to ask of an insurer is how quickly it can get you back on the 
road. Other questions include: 

• Does the policy cover a truck rental while you rig is in the shop? 
• Does it reimburse you for downtime? 
• How quickly can you reach the agent in case of emergency? This isn’t just a con-

venience for the policyholder; good insurers want to be notified as quickly as possible 
in case of an accident.

• Does it have a 24-hour claims hotline number? 
• Can you reach your personal agent quickly, perhaps through a cell-phone 

number?
 Don’t call your agent only in an emergency, though. Even drivers with 2 million 

safe miles need to regularly check in with their insurance agents. Let your agent 
know when anything changes: new equipment, new routes, new driving partner. Call 
whenever you’re considering hauling something unusual — a reefer load, for example, 
if you’re typically a dry-van hauler.
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agreements charges the owner-
operator for any cargo losses if  
he’s at fault in an accident, cargo 
insurance or no cargo insurance. 
Some loads have a much higher 
monetary value than an owner-
operator’s cargo insurance can 
cover. Yet owner-operators often 
don’t know who’s liable for the 
difference if  an expensive load is 
lost. Read your policy and find 
answers.

NON-TRUCKING-USE 
LIABILITY 
The name of  this insurance, 
which covers you when you’re 
not under dispatch, is a more 
precise term for what used to 
be called “bobtail insurance.” 
The meaning of  “under dis-
patch” sometimes has to be 
determined in courtrooms. 
Courts have held that even a 
bobtail trip home can be con-
sidered under dispatch, since 
the route is determined by 
where the fleet most recently 
sent the driver.

Sometimes the fleet’s insur-
ance company refuses to pay a 
claim, arguing the owner-oper-
ator was not under dispatch at 
the time, and the owner-oper-
ator’s insurance company like-
wise refuses to pay, saying he 
was indeed under dispatch. In 
these cases, the owner-operator 
is caught in the middle, and 
needs a good lawyer himself. 

Non-trucking-use liability 
coverage is required by most 
carrier leases. The cost is typi-
cally $50 or more per month.

Rein in those premiums
Good business practices help put the brakes on premium increases:    

 DRIVE CAREFULLY. A professional driver must drive professionally at all times, no 
matter the vehicle. A speeding ticket in your personal vehicle will increase a truck-
insurance premium and dissuade some insurers from doing business with you. Even 
minor offenses, including minor vehicle inspection violations now that the FMCSA’s 
Compliance, Safety, Accountability program is in effect, stay on your record for years; 
major offenses will stay as long as you live.

TAKE A BITE OUT OF CRIME. Be especially cautious when hauling cargo that at-
tracts criminals, such as cigarettes, cell phones or designer clothes. Park only in lighted, 
secured areas, and don’t leave a truck or trailer unattended over a holiday weekend.

KEEP VALUES, ESTIMATED MILEAGE CURRENT. Talk to your insurance agent 
every year to adjust your physical damage coverage according to the changing value 
of your equipment. Usually this means depreciation, but value can go up, too. Prices 
for liability insurances are based on estimated exposure, i.e. the miles you run annually 
and where you run them. Insurance companies with automatic renewal programs aren’t 
getting updates about the reality of your business since you started the contract. Talk 
to them early and often if the freight you’re hauling, your region or your miles change 
significantly. Some insurers, following the auto market, envision more direct and 
frequent rate updates in the future as access to real-time mileage via GPS technology is 
made available. 

DON’T OVER-INSURE. Being over-insured often means duplicate coverage some-
where, for example a private policy that overlaps a fleet policy. But some owner-opera-
tors just buy too much coverage. A driver running back roads within a 100-mile radius of 
the yard who carries $3 million in liability insurance is paying for three times more than 
he needs. Keep in mind, though, that having too much insurance is better than having 
too little, which can put you out of business.

WATCH THOSE LUMPERS. Don’t leave your cargo and your trailer to the mercy of 
lumpers and dockworkers you don’t know. Keep an eye on what’s going on to make sure 
nothing’s damaged or taken.

KNOW YOUR CARGO. Read the bills of lading. Ask questions of your dispatcher or 
freight broker to find out exactly what you’re hauling and for whom, in case it’s more than 
your cargo policy will cover. Also make note of any already damaged cargo at pickup, and 
make the shipper or fleet sign off on it so you aren’t blamed later.

KEEP UP YOUR PAYMENTS. Insurance is a fixed expense, one you should budget 
a year ahead. Skipping insurance payments is a poor way to save money. If you let your 
insurance lapse, you’ll pay the penalty for years to come in higher premiums, even if 
you can find an insurer to cover you.

REPORT ACCIDENTS IMMEDIATELY. Tell your insurance company within the hour, 
if possible. Don’t rely on the police to do it. Days after the fact, all the unhappy insurer 
has to go on is the police report, and other parties involved in the incident have had 
plenty of time to call lawyers.

KNOW YOUR POLICY. Know what’s covered, what isn’t. Rather than paying for a 
laundry list of extra items your basic policy doesn’t cover, your best buy may be a com-
prehensive/collision policy that lists only the few things not covered — such as rodent 
damage or normal wear and tear.

SHOP AROUND. For cost and convenience, leased operators should begin their 
shopping with the fleet program. But if your fleet bundles physical damage, liability and 
cargo insurance, you might try “unbundling” it, as physical damage alone sometimes 
can be bought independently more cheaply. 

IMPRESS YOUR INSURER. Demonstrate that you’re a safe, stable and responsible 
business person with a desire to keep your claims to a minimum. Insurers want to see a 
clean motor vehicle record, newer equipment and years of experience, especially with the 
same carrier. If your truck is older, share your detailed maintenance and service plan.
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According to ATBS research, 
only 25 percent of  owner-
operators have worthwhile 
medical insurance. In 2010, the 
average owner-operator who 
spent money on health, dental 
and vision insurance paid close 
to $3,750, or 3.4 cents per mile. 
That’s 8 percent of  the average 
net income. 

One bright spot among the 
high costs is a sizable tax break. 
Independent contractors can 
deduct 100 percent of  their 
premiums, provided a spouse 
doesn’t qualify for health insur-
ance through an employer. As-
sume you have a family policy 
with a moderate deductible that 

A health problem is the third core reason 
owner-operators fail, behind only poor 
truck maintenance and a lack of  business 
skills. Most over-the-road drivers rarely 
have the time even to see a family physi-
cian at home, much less a doctor while on 

the road. Many also lack 
a disciplined approach to 
diet and exercise. 
Complicating this health 

picture for many owner-
operators is inadequate 
health insurance coverage. 

Paying for coverage of personal risks is a cost of doing business
Health and income insurance

Chapter 23

MedicAlert and American Medical 
ID’s medical bracelets ensure in an 
emergency that any major allergies and 
other medical information is available to 
fi rst responders in an accident. 
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costs $10,000 a year in premi-
ums. If  you’re in the 15 percent 
tax bracket, that knocks $1,500 
off  your bill.

In spite of  all the risks, many 
owner-operators go without 
health insurance. Usually, they 
can’t qualify for it. The premi-
ums are too expensive. Deduct-
ibles are too high. Coverage is 
too weak. But the health insur-
ance landscape is changing, and 
there are ways to get at least a 
minimal level of  health cover-
age or to reduce costs for good 
coverage. 

YOUR SPOUSE. If  you’re 
married, and your spouse is eli-
gible for family health care cov-
erage, take advantage of  it.

YOUR COMPANY. If  you’re 
leased to a carrier, you may 
be eligible for its group policy, 
though not in the same way as 
an employee. You’ll pay all of  
the premium – the employer’s 
share plus what an employee 
would pay – plus a fee for pro-
cessing. Check with your busi-
ness services provider to make 
sure the plan doesn’t endanger 
your status as an independent 
contractor.

JOIN A GROUP. You might 
be able to find a trucking as-
sociation, a small-business trade 
group or some other organiza-
tion that offers discounted rates, 
although premiums still might 
be higher than what a company 
driver at a large carrier would 
pay. Health plans are offered, 
for example, by the Owner-
Operator Independent Driv-
ers Association, the Mid-West 
Truckers Association and some 

state trucking associations, the 
National Association for the Self-
Employed and local chambers 
of  commerce.

AGENTS. An independent 
agent may be able to find you a 
better policy than you would get 
on your own. The agent should 
tell you what companies he rep-
resents and be willing to work up 
quotes without strings attached. 

BUY DIRECTLY FROM 
THE INSURER. A few insurers 
specialize in writing policies for 
truckers because they also pro-
vide truck liability insurance. 

HIGH DEDUCTIBLES. 
Policies that charge lower 
premiums in return for you as-
suming high deductibles, often 
$2,000 to $5,000, are helpful 
if  you rarely visit the doctor. 

After meeting the deductible, 
the policyholder pays a por-
tion, often 20 percent, of  the 
medical bills. Policies are avail-
able with deductibles as high as 
$10,000. However, if  you raise 
your deductible too high, you’re 
in effect paying for health care 
out of  your pocket and buying 
only catastrophic coverage, a 
safety net to cover ailments that 
produce five or six-figure bills, 
such as a heart attack or cancer. 
If  you’re older than 40 with a 
family history of  medical prob-
lems, or if  you’re someone who 
is unlikely to use health care on 
an ongoing basis, you might not 
want such a high deductible be-
cause you would rarely receive 
benefits. 

HSA levels for 2012
  
 Individual Family
Maximum contribution $3,100 $6,250
Catch-up for 55+ years $1,000  $1,000
Minimum deductible $1,200 $2,400

Standard health plans

Insurance providers offer dozens of plans, but generally they fit these categories:
INDEMNITY HEALTH PLANS. These are the traditional “fee-for-service” plans that 

have existed for decades. After meeting a deductible, you pay a percentage of the 
cost of health care services, often 20 percent, and the insurance carrier pays the rest. 
Such plans usually allow you to choose the health care provider.

HEALTH MAINTENANCE ORGANIZATIONS. In HMOs, individuals pay a fixed monthly 
fee for services instead of a separate charge for each visit or service. The monthly fees 
remain the same, regardless of types or levels of services. Services are provided by 
doctors who are employed by the HMO or under contract with it. HMO premiums tend to 
be the cheapest, but coverage and choice of physicians can be limited.

PREFERRED PROVIDER ORGANIZATIONS. PPOs typically have the best of the two 
other categories — discounted rates for physicians who are inside a limited network 
and access to physicians outside the plan — though at a higher rate.
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HEALTH SAVINGS 
ACCOUNTS
For some owner-operators, tax-
exempt medical accounts can 
lessen the hurt of  health-care 
costs associated with high-de-
ductible insurance plans. Health 
Savings Accounts allow unspent 
contributions to roll over year to 
year. The major qualifier remains 
having a policy with a high de-
ductible. Of  course, this is also 
the root of  the savings, because 
premiums on such policies are 
lower. A high deductible means 
you’re likely to pay 100 percent 
of  your routine health care; 
should anyone on your policy 
need major care, the policy kicks 
in after the deductible is met. 
Advantages include:
• A wide range of  qualifying 

expenses, including chiropractic 
services, over-the-counter pain 
relievers and other items that 
traditional insurance wouldn’t 
approve.
• Since they don’t have to fool 

with insurance red tape or settle 
for insurer-negotiated rates, some 
health care providers discount 
services for their HSA clients – 
up to 35 percent.
• Your taxable income is re-

duced by whatever you put into 
the HSA. And unlike money put 
into an IRA, which gets taxed 
upon withdrawal, HSA funds are 
never taxed if  they’re spent on 
health (though there is a 20 per-
cent penalty for funds not used 
on health). After you turn 65, you 
can use the savings on things un-
related to health, but such spend-
ing is taxable. 

The HSA route isn’t for ev-
eryone. But a healthy individual 
who makes few doctor visits, or 
an individual or family that sim-
ply can’t afford a traditional low-
deductible policy, might find it a 
reasonable compromise between 
eating rice three meals a day or 
going without coverage, praying 
that nothing such as major sur-
gery ever happens. 

HEALTH 
REIMBURSEMENT 
ARRANGEMENTS
Some owner-operators are able 
to take advantage of  Section 105 
of  the federal tax code, which 
allows for Health Reimburse-
ment Arrangements. A sole pro-
prietor owner-operator who can 
establish a legitimate employer-
employee relationship with his or 
her spouse, whether team driving 
or not, can set up an employer-
funded spending account from 
which to pay medical bills for 
both people. The entire amount 
can be noted on Schedule C as a 
business deduction, rather than 
as a line item on your 1040. This 
produces tax savings higher than 
the standard medical premium 
deduction for the self-employed.

Some companies, such as Total 
Administration Services Corp. 
and HSA for America, set up 
HRAs for a fee. Or you can set 
up such a plan yourself, using 
software and guides such as those 
from CoreDocuments.com.

Here’s how an HRA works. 
Suppose an owner-operator 
employs her husband as a part-
time bookkeeper, paying him a 

wage and a health benefit. The 
couple averaged $14,200 in 
yearly insurance premiums and 
other medical expenses for the 
past three years. Through their 
HRA, that entire amount has 
been deductible as a business 
expense, meaning it’s not subject 
to self-employment and income 
tax, which saves them on aver-
age $4,303 a year in taxes – and 
more if  they’re subject to a state 
income tax.

Without the couple’s HRA, 
$10,000 in health insurance 
premiums would have been 
exempted from federal tax but 
not self-employment tax (typi-
cally 15.3 percent but reduced in 
2011-12). The remaining medi-
cal costs could be claimed under 
personal income taxes, but their 
leftover $4,200 does not exceed 
the threshold of  7.5 percent of  
total income and $11,600, the 
standard deduction.

In the end, the HRA helps the 
couple save $2,803 more than 
the typical health care deduction.

WITH AN HRA
Insurance premium 
expenses  $10,000
Other medical  

expenses  + $4,200
Total medical  

expenses  = $14,200
Foregone federal 
income tax 
($14,200 x 15%)  = $2,130
Foregone self-employment tax 
($14,200 x 15.3%)  = + $2,173 
TOTAL SAVINGS  = $4,303 

WITHOUT AN HRA
Insurance premium 
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expenses  $10,000
Foregone federal 
income tax:  x 15% 
TOTAL SAVINGS  = $1,500

WHEN YOU CAN’T 
GET COVERED
If  you have a pre-existing con-
dition or are such a high risk 
that insurers will not cover you, 
there are still options. One of  
the first action items of  the 2010 
health-care reform law was the 
Pre-Existing Condition Insur-
ance Plan, a federal program 
designed to cover people who 
have been without insurance for 
at least six months and who have 
a pre-existing condition that has 
been cited by an insurance com-
pany to deny health insurance. 
Meant as a sort of  gap filler for 
the time between the reform law’s 
passing and full implementation, 
when denying coverage because 
of  pre-existing conditions will be 
illegal nationwide, the program is 
modeled in part on similar state 
programs. Many states continue 
to offer uninsured medical cover-
age to high-risk residents. Contact 
your state insurance department 

to find out whether you qualify 
for such a pool. For information 
on the federal plan, visit health-
care.gov.

If  you and your spouse can’t 
get insurance but you want it 
for your children, your children 
will probably be eligible under 
Medicaid. Call (877) 543-7669 
or visit www.insurekidsnow.gov.
And Children’s Health Insurance 
Programs, enacted in most states, 
allow them to cover children in 
families whose income is modest 
but not low enough to qualify for 
Medicaid. 

Medicare eligibility comes 
with age (65) or need because 
of  certain disabilities, such as 
renal failure. Under Medicare, 
there are no premiums to pay 
for hospital stays.

If  you’ve had insurance 
but are now denied, you may 
have legal redress. Federal law 
makes “portability” – con-
tinuation of  coverage – easier, 
though not always for indepen-
dent contractors. 

Some non-traditional plans 
accept everyone, though they 
don’t qualify as major medical 

coverage. Others help clients by 
providing the negotiated rates 
that large insurance companies 
receive from doctors, hospitals, 
dentists and pharmacies, or by 
helping customers determine the 
cheapest health care provider.

TIPS FOR THE 
SHORT HAUL
Caring for your body is like car-
ing for your truck in that both 
involve assessing products and 
services. The informed consumer 
knows how to get the best value. 
In the realm of  health care, find-
ing those values isn’t always obvi-
ous. Here are ways to spend your 
health dollars wisely.

SHOP AROUND. Ask differ-
ent offices how much they charge 
for similar medical or dental ser-
vices. While the cheapest may not 
always be the best, three or four 
contacts should give you a good 
estimate. Consumersunion.org 
reports that stores in the same city 
often have widely different prices 
for the same medications. You 
also can buy meds online.

Buy generic. By law, U.S.-
made generic medicines are 
required to meet the same stan-
dards as their brand-name inspi-
rations, but they’re far cheaper. 

Review all medical bills. 
You’ve probably asked questions 
about line items when reviewing a 
truck purchase statement. Apply 
the same policy to medical bills. 
Even a simple visit to the doctor 
can produce multiple charges 
from a lab or X-ray technician, 
and an emergency room visit or 

Resources

If you’re just beginning to search for health insurance, you can check a list of 
insurance agents in your local phone book. You also can contact your state 
insurance department or the National Association of Insurance and Financial 
Advisors, (877) 866-2432 (http://www.naifa.org). To compare quotes on health care 
coverage or income replacement, check these websites, which provide links to or 
quotes from hundreds of insurance companies:

Health Insurance Finders, www.healthinsurancefinders.com
Insurance Information Institute, www.iii.org, (212) 346-5500
Insure.com, www.insure.com
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surgery can produce a stream 
of  bills for months. Review any 
medical bill carefully, especially 
important if  you don’t have an in-
surance company to vet charges. 
If  items are listed as “miscella-
neous” or coded, ask for details. 
Scrutinize statements from your 
insurer just as carefully.

Negotiate rates. The 
National Insurance Resource 
Center’s website suggests that 
negotiation may work for people 
without insurance in getting 
medical expenses reduced before 
the service is rendered.  

Get a second opinion. If  
your doctor or dentist suggests a 
major operation or procedure, get 
another opinion. Some insurance 
policies require a second opinion 
for major procedures, so you 
could be liable for a big bill if  you 
fail to do so.

Verify coverage. If  you’re in-
sured,  check with your provider 
to make sure any procedure that’s 
new for you, especially with a 
specialist you haven’t used before, 
is covered. 

Appeal insurance rejec-
tions. Most insurance compa-
nies have an appeals process if  
a billed procedure or medical 
expense is denied. Don’t fret yet. 
Most insurance companies allow 
for three appeals on a single issue. 

Avoid emergency rooms. 
If  you’re suffering a heart attack 
or serious injury, use a hospital 
emergency room. Otherwise, 
they’re too expensive and often 
have long waits. Many communi-
ties have walk-in clinics that treat 
common problems such as colds, 

flu, broken limbs and cuts. 
Keep up with tax-deduct-

ible expenses. Many medical-
related items are tax deductible, 
including doctor and dentist fees, 
false teeth, prescription eyeglasses, 
laser eye surgery, hearing aids and 
crutches. Such expenditures are 
only deductible in excess of  7.5 
percent of  the taxpayer’s adjusted 
gross income. Unless you have 
a lot of  expenses, it is difficult to 
gain a real advantage in medical 
expense deductions. And don’t 
create headaches for your tax 
preparer by mixing in receipts 
for drugs or medical services for 
which you’ve already been re-
imbursed through your insurer. 
Check with your tax preparer 
for details, or visit www.irs.gov/
taxtopics and go to topic 502 for 
more details.

TIPS FOR THE  
LONG HAUL
Preventive maintenance works. 
The more you keep your body 
in shape, the less downtime 
you’ll experience, and the less 
you’ll spend getting yourself  
fixed. 

Get regular exercise. 
Some  things you can do in 
your cab, such as sit-ups, jump-
ing jacks and stretches. Walk – 
or jog, if  you can – around the 
truck stop lot. Whatever level 
you’re capable of, try to exer-
cise four or five times a week.

Eat healthy. Stay away 
from the fast food and grease 
common in truck stop din-
ers and on fast food menus. 
While an occasional moderate 

indulgence is OK, try to mix 
in more low-fat meals – heavy 
on salads, vegetables and fruits. 
Most truck stops now offer 
such choices. 

Drink more water. Too 
many people reach for a 
Mountain Dew when they 
become dehydrated. But soft 
drinks, as well as beer and 
other alcoholic beverages, can 
further dehydrate you. Instead, 
reach for a large glass of  water. 

Shun tobacco products.
They’re life-threatening. The 
sooner you quit, the better. 

Don’t be a substance 
abuser. Trucking is a hard job, 
but if  you’re relying on heavy 
drinking to “unwind,” you’re 
kidding yourself. The same goes 
for using illegal drugs or abus-
ing prescription medication. 

Get an annual physical. 
It’s critical for drivers to be 
checked out at least annually. 
Your DOT-mandated physi-
cal does not serve as an annual 
physical from a doctor. You 
should be screened for sleep 
apnea; eye disease; colorectal, 
prostate or skin cancers; excess 
cholesterol; and high blood 
pressure. 

Ensure your records are 
accessible. If  you get sick 
on the road and are able to, 
call your family physician (or 
dentist) to have medical files 
and X-rays forwarded by fax or 
e-mail to an on-the-road clinic. 
Several companies offer servic-
es that store your medical in-
formation on USB jump drives 
or scrolls that can be carried on 
a key chain. MedicAlert and 
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American Medical ID offer 
medical jewelry to be worn as 
a necklace or bracelet for those 
with severe conditions, such as 
an allergy to penicillin. 

Follow doctors orders. 
Whether it relates to special 
diet, daily exercise, sleep or 
medication, it’s critical to stick 
with a prescribed regimen. 

Avoid paying by credit 
card. Unless you’re paying 
off  your entire balance every 
month and know that you can 
do the same with additional 
medical costs, stay away from 
credit. If  your account charges 
18 percent to 20 percent, even 
a $2,000 bill that takes months 
to pay could cost hundreds of  
dollars more before it’s over 
with. Instead pay in cash, use 
savings, or set up a payment 
plan with the provider’s office. 

Don’t forget your teeth. 
Brush and floss regularly. Lay 
off  artificial sweeteners and so-
das. Small dental problems can 
grow into major ones in time.

Know your body’s lim-
its. Don’t hurt yourself  with 
a pulled muscle, joint, or other 
injury by lifting or reaching 
for an item that is out of  your 
range. This rule applies not 
only to securing a flatbed load 
or wrestling cargo out of  your 
van, but also to home projects.

Know your medical his-
tory. If  your father’s side of  
the family has heart problems, 
for example, pay careful atten-
tion to the way you treat your 
heart. Attend likewise to family 
histories of  high blood pressure, 
diabetes, cancer, allergies, etc.

INCOME 
REPLACEMENT 
INSURANCE
A third of  all Americans between 
35 and 65 will become disabled 
for more than 90 days at some 
point in their lives, and one in 
seven will become disabled for 
more than five years, according 
to the American Council of  Life 
Insurers. Most of  those disabili-
ties are caused not by accident 
but by illness.

In the language of  the insur-
ance industry, three months out 
of  work counts as “short term,” 
but to the owner-operator it’s 
quite a long income interruption. 
Bills for fixed expenses such as 
truck payments still must be paid. 
The same is true for all personal 
expenses. 

For these reasons, many owner-
operators have income-replace-
ment insurance, though such 
policies don’t replace all your 
income. Instead, they replace a 
percentage – typically 50 percent 
to 60 percent, though some cover 
70 percent to 80 percent – and 
usually for only a fixed period.

Income-replacement insur-
ance is unaffected by your assets, 
meaning you needn’t drain your 
savings to start collecting. Most 
policies stay in effect even if  
chronic health problems crop up 
later, as long as you keep up the 
premiums. Moreover, if  you’ve 
been paying the premiums 
yourself, any benefits you even-
tually receive are tax-free. The 
premiums, however, are not tax-
deductible.

The most common forms of  

income-replacement insurance 
include the following. 

DISABILITY. Short-term 
disability policies typically pay up 
to 56 percent of  one’s income for 
up to 26 weeks, with a maximum 
benefit per month. 

Long-term policies keep pay-
ing for years, often until you’re 
65, when Social Security and 
retirement savings presumably 
kick in. Some more expensive 
policies will keep paying the rest 
of  your life.

The most important difference 
among disability policies is how 
they define a disability. What you 
want is a policy that pays if  you 
are unable to perform the prima-
ry tasks of  your occupation – for 
example, driving long haul and 
dropping and hooking trailers. 
There’s a big difference between 
your occupation and any occupa-
tion. An “any occupation” policy 
won’t pay even if  you’re unable 
to climb into the cab, as long as 
you’re still able to drive a forklift 
or run the register at a truck-stop 
fuel counter.  

An owner-operator shouldn’t 
be surprised to pay more than 
$1,000 a year for such coverage. 
Simply extending the waiting 
period of  your policy, so that pay-
ments don’t begin until 60 days, 
90 days or even 180 days after 
you file the claim, can save you 
money on premiums. Make sure 
you have emergency savings suf-
ficient to carry you that long. 

To qualify for a disability poli-
cy, expect a visit with a nurse who 
will take your blood pressure, 
measure your weight and height, 
and ask you pages of  questions 
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about your individual and family 
health history. Age is a factor, but 
health is a greater factor. From 
an insurer’s point of  view, a cus-
tomer who has controlled his dia-
betes with insulin for years poses 
less risk – and, other factors being 
equal, will pay lower premiums 
– than one whose diabetes was 
only recently diagnosed. The 
same is true for heart trouble or 
any other chronic condition.

Group policies can be less 
stringent. The short-term 
disability policy offered to 
Owner-Operator Independent 
Drivers Association mem-
bers, for example, requires no 
health checkup and no health 
questions to enroll. The trad-
eoff  is that it doesn’t cover any 
pre-existing conditions for the 
first 12 months.

Once you start paying on a 
disability policy, not missing 
a payment becomes crucial. 
Many insurers allow one 
missed or late payment, if  
that, and drop you thereafter. 
All the money you’ve invested 
in premiums to date is wasted; 
even worse, you’ll have to 
requalify. For that reason, 
most insurers recommend that 
premiums be paid through au-
tomatic bank drafts.

ACCIDENT. Another way 
to insure some cash flow if  the 
worst happens is with a policy 
that pays you in case of  acci-
dent or hospitalization. This is 
not to be confused with health 
insurance, which pays the ben-
efit to doctors and hospitals. 

Accident policies pay the poli-
cyholder, who can spend the 
checks wherever they’re most 
needed. Benefits in such a plan 
are based not on income, but 
on a menu that specifies the 
payment for everything from a 
cut finger to 10 days in inten-
sive care. An emergency-room 
visit, for example, might pay 
$120; a broken leg, $1,000. 
Rates vary by state. 

A more specific form of  
accident insurance is occupa-
tional accident, which only 
covers work-related injuries 
or illnesses. Because it’s more 
limited than disability insur-
ance, the premiums tend to 
be cheaper. Keep in mind, 
however, that what constitutes 
“work-related” often has to be 
decided in court.

WORKERS’ COMPENSA-
TION. Workers’ comp is more 
common among company driv-
ers than owner-operators, as the 
self-employed are not allowed to 
purchase such insurance in some 
states. A typical workers’ com-
pensation policy, for premiums 
of  $700 to $800 a year, covers 
not only lost wages but also med-
ical bills for work-related injuries 
and illnesses, and includes a 
small life-insurance benefit, typi-
cally $5,000. Duration of  ben-
efits varies by state, and many 
states cap the lost-wage benefit.

SOCIAL SECURITY. For 
those younger than 65 who 
are unable to work at all for 
at least 12 months, collect-
ing Social Security Disability 

Insurance may be an option. 
About half  the claims submit-
ted are denied, however, and 
even if  you’re approved, the 
checks don’t start arriving for 
five months. Moreover, the 
payments, which are based on 
your Social Security earnings 
through the years, won’t be 
large.

Social Security defines dis-
ability broadly, specifying that 
you must be unable to perform 
any job. Some states, includ-
ing California, Hawaii, New 
Jersey, New York and Rhode 
Island, supplement Social 
Security with their own dis-
ability programs for longtime 
earners.

OTHER RESOURCES. 
Don’t spend so much money 
on income-replacement in-
surance that you starve your 
emergency or retirement 
fund. Remember, you’ll need 
that retirement money what-
ever happens, whereas you 
may never need the income-
replacement benefits. If  you 
have plenty of  savings and are 
at a late stage in your career, 
maybe already beginning to 
cut back on your workload, 
you may not need income-
replacement insurance at all. 
Since six months of  living 
expenses is relatively easy for a 
disciplined saver to sock away 
into some account or other – 
savings, checking, money mar-
ket – long-term disability poli-
cies may be better investments 
than short-term ones.
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PLANNING FOR 
RETIREMENT 
If  you maintain your current 
spending and savings habits, 
will you have enough money to 
retire comfortably? A U.S. De-
partment of  Labor study found 
that Social Security will replace 
only about 40 percent of  pre-
retirement income for the aver-
age American. Yet experts say 
that after you retire, you’ll need 
about 70 percent of  the income 
you earned before retirement to 
maintain your lifestyle. 

For example, a trucker who 
earns $60,000 annually will need 
about $42,000 a year after he 
retires. When that fi gure is mul-
tiplied by 20 years – the average 
post-retirement longevity – that 

As your business gets established and 
you can predict decent earnings on a 
regular basis, it’s a good idea to estab-
lish long-term personal savings plans 
and work a weekly or monthly savings 
contribution, however modest, into 
your budget. Retirement saving is crit-

ical for you as an own-
er-operator because 
you’re self-employed. 
Saving for children’s 
education, vacations 
or other personal goals 
also is important.

The habit of saving for personal goals will pay big dividends later

Saving for yourself

Chapter 24

SP10938_PIB_12_CH22-24.indd   92 1/18/12   10:32 AM



Partners in Business 2012   |   93

trucker will need about $840,000 
to live comfortably. That entire 
amount doesn’t have to be saved 
in advance. Some of  it would be 
income from investments during 
retirement. 

Although it’s never too late 
to start saving for retirement, 
the sooner you begin, the bet-
ter. The biggest reason to start 
saving early is that invested 
money compounds. The earlier 
you invest, the more time your 
money has to grow. If  a 25-year-
old puts $400 into a retirement 
fund every month until he 
reaches age 65, and his money 
grows 10 percent a year, he will 
retire with almost $2.5 million. 
If  a 35-year-old invests the same 
amount each month and earns 
10 percent, he will have a little 
more than $900,000 at age 65, 
a difference of  $1.6 million.

The most common excuse 
cited by non-saving owner-
operators is that setting money 
aside is too difficult. Yet the av-
erage income among those who 
plead such difficulty is $51,171, 
according to Overdrive research. 
Their real difficulty clearly is 
controlling spending.

A surprising number of  these 
non-savers, 17 percent, say 
they’re investing their money in 
their owner-operator business, 
with plans to sell it and retire on 
the proceeds. Financial advisers 
always frown on such an eggs-
in-one-basket approach. If  your 
trucking business faces financial 
difficulties, then your retirement 
savings can be substantially 
decreased or even wiped out. 

Think of  your trucking business 
as only part of  your portfolio – 
and a high-risk part at that.

QUALIFIED 
RETIREMENT 
PLANS 
When you make investments 
that are not part of  a retirement 
program, you’ll pay taxes on 
earnings, such as interest from a 
savings account or profit from a 
stock sale. With qualified retire-
ment accounts, you don’t pay a 
penny in taxes on the earnings 
until you retire and begin with-
drawing money. Not only are 
taxes delayed for many years, 
but by then you should be in a 
lower tax bracket, so you’ll pay 
less in taxes. In addition, most 
retirement plans allow you to 
deduct contributions from your 
reported income. 

The most popular qualified 
plans for owner-operators are 
Individual Retirement Ac-
counts. A banker, stock broker 
or mutual fund company can 
get you the paperwork and help 
you choose one or more invest-
ments to make up the IRA. 

Otherwise, certificates of  de-
posit, money-market accounts, 
savings accounts, mutual funds, 
stocks, bonds and U.S. Trea-
sury securities are options. The 
higher the risk, the higher the 
potential rate of  return. Most 
advisers agree that younger 
investors can take more risk 
because over time, if  they invest 
regularly, they will gain more 
in the market peaks than they’ll 

lose in the valleys. Decide how 
much risk you are comfortable 
with at each stage of  your life.

PLANS FOR THE 
SELF-EMPLOYED
Retirement plans with varying 
regulations are available for self-
employed people. 

TRADITIONAL IRA. You 
are allowed to contribute $5,000 
a year, tax-deferred, to an IRA, 
through tax year 2011 with a 
catch-up contribution limit of  
$1,000 for individuals age 50 
and older. As long as you’re 
not covered by an employer-
sponsored retirement plan, all 
contributions to an IRA reduce 
your taxable income and are 
tax-deferred. When you put 
your money in an IRA, you 
cannot withdraw it before age 
59.5 – except under special cir-
cumstances – without incurring 
a hefty penalty. 

ROTH IRA. The differences 
between a traditional IRA and a 
Roth IRA are the terms of  con-
tributions and payout. With a 
Roth IRA, contributions are not 
deducted from income, but they 
do accumulate tax-deferred. 
When you withdraw the money, 
it’s tax-free. 

SIMPLE IRA. The SIMPLE 
(Savings Incentive Match Plan 
for Employees) IRA was de-
signed for companies with fewer 
than 100 employees, and as the 
owner of  a small trucking busi-
ness, you and your employees 
qualify. Under a SIMPLE IRA 
arrangement, an employee of  
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your business can contribute 
up to $11,500 in 2012, with a 
$2,500 catch-up contribution 
limit for those 50 and older. Sim-
ilar penalties are applied upon 
early withdrawal.

SEP IRA. A Simplified Em-
ployee Pension plan is an IRA 
for a self-employed person. It 
allows you to contribute up to 25 
percent of  your net self-employ-
ment income  After money is put 
into the plan, it must stay there 
until you’re 59.5. Early with-
drawals are subject to federal 
income taxes and a possible 10 
percent penalty. 

INDIVIDUAL 401(k). For 
years, traditional 401(k) retire-
ment plans, another form of  
tax-deferred savings, were limited 
only to employees, often with 
an employer match as a savings 
incentive. Many owner-operators 
have 401(k)s begun while they 
were company drivers or in 
previous careers. Since tax law 
changed in 2001, however, indi-
viduals have been free to set up 

solo 401(k)s, which have an an-
nual contribution limit of  up to 
25 percent of  income or $17,000, 
whichever is lower, in 2012.

ROTH 401(k). A newer retire-
ment plan option is this combina-
tion of  the Roth IRA and the solo 
401(k). Money you put into it is 
taxed in the year you earned it, 
but never again. Many financial 
advisers believe a Roth 401(k) is 
by far the best deal for an owner-
operator. Assuming that taxes will 
go up in the long term is the safest 
of  bets, so paying now locks in the 
lower rate. Also, the more taxes 
you can pay now, while you’re 
younger, the better. Mid-life ex-
penses such as young children, a 
monthly mortgage and that grow-
ing business all make great write-
offs to lower your tax bill. 

OTHER PERSONAL 
SAVINGS
The basic principles of  retire-
ment savings also apply to any 
other savings you do; the major 

differences involve taxes. Your 
accountant or financial adviser 
can explain the options for sav-
ings for children’s education. 
Some of  them, like qualified re-
tirement plans, are tax-exempt. 

There are no tax advantages 
for shorter-term personal sav-
ings, such as for a vacation, a 
holiday fund or your next vehi-
cle. Nevertheless, it’s wise to an-
ticipate such spending and save 
for it. You’ll spend less for those 
things by paying cash than you 
will by putting them on a credit 
card or by taking a consumer 
loan and paying double-digit 
interest. 

HELP IS OUT THERE
Retirement planning can be com-
plex, but basic advice can be found 
online for free via public agen-
cies, such as the IRS, and many 
private groups. Owner-operators 
who already have accountants or 
business services providers should 
enlist them in their retirement 

Traditional IRA or 
Roth IRA?

The traditional IRA is only taxed 
upon withdrawal, while the Roth 
is taxed on the front end, allowing 
earnings to build tax-free. Thanks to 
obvious tax advantages and years of 
familiarity, the traditional IRA is the 
most popular, but the Roth may be the 
better savings vehicle after all taxes 
are paid. For the traditional IRA to 
produce a better yield, you would have 
to determine how much you saved by 
deferring taxes each year and then 
invest all of it, getting a rate of return 

generally above 5 percent.  

Taking stock of the market

Think of your stock investments as a loaded trailer: The more evenly distributed 
the weight, the more stable the ride. When you spread your money among multiple 
investments, at least one of those investments is almost sure to grow.

When it does, experts say, resist the temptation to move all your money there. 
Instead, redistribute the gains so that your portfolio never becomes top-heavy in any 
one area. 

Certain mutual funds, such as Ameriprise’s Portfolio Builder series and Fidelity 
Investments’ Freedom series of funds, constantly do this sort of reallocation. But 
most individual investors don’t, which is why the average investor earns less than a 3 
percent return every year, compared to the stock market’s 12 percent.

Think of stocks the way you think of truck tires. If a dealer had a reverse tire sale, 
doubling its prices, would you be more or less inclined to buy those tires now rather 
than later? Yet when stock prices double, that expensive stock is the one that novices 
want to buy. And when the market has a sudden drop, novices are more likely to dump 
those same stocks at rock-bottom prices, only to see them rebound in a few months.
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planning. Surprisingly, Overdrive 
research shows that only 57 per-
cent of  owner-operators who have 
such partners have had that con-
versation.

Those serious about saving 
also may want to hire a financial 
adviser to handle their retirement 

portfolios. Some advisers work on 
a flat yearly fee; others charge a 
commission based on investment 
transactions.

Ask prospective advisers 
whether they have passed the Se-
ries 7 exam administered by the 
National Association of  Securities 

Dealers. Also ask to see their of-
ficial bio – a detailed resume that 
includes information mandated by 
the U.S. Securities and Exchange 
Commission, including education 
and any skirmishes with the SEC. 

HOW MUCH IS 
ENOUGH? 
Saving without a goal is a lot bet-
ter than not saving at all, but it’s 
a bit like steering your rig toward 
the West Coast without knowing 
whether the destination is Tacoma 
or Tucson. To get a preliminary 
idea of  your “magic number,” 
begin by calculating your current 
annual non-business spending: 
housing, food, personal vehicles, 
entertainment. Keep in mind 
that in retirement, you ideally will 
spend less on some things (such as 
mortgages) and more on others 
(such as travel). Then assume a 4 
percent inflation rate every year.

Now do the really scary thing 
and calculate your life expectancy. 
Various online calculators, such as 
the one at MSN Money (money-
central.msn.com), will ask for your 
age, sex, height, weight, blood 
pressure and cholesterol level, as 
well as your family history and 
other variables. Don’t be surprised 
if  you’re looking at 20-plus years 
of  retirement. Another way to 
think of  your retirement savings 
goal is to imagine living off  the 
interest it accumulates. Calculat-
ing the annual interest from your 
target savings goal, at various rates, 
shows how much annual income 
would result. Note that a rate 
change of  even a fraction of  a per-
cent makes a big difference.

Take Social Security early or late?

You have a choice whether to begin receiving Social Security benefits early (age 
62) or at full retirement age (at 66 if you were born between 1943 and 1959, at 67 if 
1960 and later). Say you’re 62 and, like the typical owner-operator, with a working 
income of around $51,000 averaged over enough years to qualify, you would be 
eligible for $1,050 a month now or $1,393 a month at age 66.

As illustrated in the graph, if you start now, by the time you turn 66 you’ll 
have collected $50,400 in benefits. If you start at 66, you’ll need to live through 
age 78 and a half to make up for those missed benefits; beyond that, the higher 
payments would be to your advantage. (SS payments are taxable at varying levels 
depending on your income, which can skew these calculations a bit; if you want 
to do this precisely for your situation, take it into consideration and get with your 
accountant. Or visit ssa.gov/planners for some good calculators.)

Also consider that $50,400 taken in early Social Security could be placed in 
your Individual Retirement Account to gain interest. Assuming a modest 5 percent 
rate of return, over four years that amounts to $10,862 in potential income missed 
by taking Social Security benefits at full retirement age. But that only moves the 
“break-even” point between early and full retirement out about two and a half 
years, to 81. That happens to be the average male life expectancy, according to 
the Social Security Administration. For women, it’s 84. If you’re healthy and can 
continue working, it’s probably best to wait. 

Early benefit                                   Full retirement age benefit

Cumulative benefit
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Alabama (334) 242-4395

Alaska (907) 269-5551

Arizona (623) 932-2247

Arkansas (501) 682-4653

California (800) 777-0133

Colorado (303) 205-5607

Connecticut (860) 263-5281

Delaware (302) 744-2701

Florida (850) 617-2909

Georgia (404) 675-6135

Hawaii (808) 532-7700

Idaho (208) 334-8611

Illinois (217) 785-1800

Indiana (317) 615-7330

Iowa (515) 237-3268

Kansas (785) 271-3145

Kentucky (502) 564-4120

Louisiana (225) 925-6270

Maine (207) 624-9000

Maryland (410) 787-2971

Massachusetts (617) 305-3559

Michigan (517) 241-6030

Minnesota (651) 205-4141

Mississippi (888) 737-0061

Missouri (866) 831-6277

Montana (406) 444-2998

Nebraska (402) 471-4435

Nevada (775) 684-4632

New Hampshire (603) 271-2447

New Jersey (609) 633-9399

New Mexico (505) 827-0392

New York (518) 457-6503

North Carolina (919) 861-3720

North Dakota (701) 328-2725

Ohio (800) 477-0007

Oklahoma (405) 521-2251

Oregon (503) 378-6699

Pennsylvania (717) 772-2254

Rhode Island (401) 941-4500

South Carolina (803) 896-2694

South Dakota (605) 773-4111

Tennessee (615) 361-5924

Texas (800) 299-1700

Utah (801) 297-6800

Vermont (802) 828-2071

Virginia (866) 878-2582

Washington (360) 664-1222

West Virginia (304) 340-0346

Wisconsin (608) 266-9900

Wyoming (307) 777-4829

Appendix 1

Vehicle registration
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U.S. GOVERNMENT
Fuel price hotline
(202) 586-8800
www.eia.doe.gov 

Federal Motor Carrier 
Safety Administration 
(800) 832-5660
www.fmcsa.dot.gov 

Internal Revenue 
Service
(800) 829-1040 or (800)-
829-4933
www.irs.gov 

Small Business 
Administration
(800) 827-5722
www.sba.gov 

Social Security 
Administration
(800) 772-1213
www.ssa.gov 
 
BUSINESS AND 
FINANCE
ATBS
(888) 640-4829
www.atbsshow.com

Equinox Owner-
Operator Solutions
(800) 533-4320
www.equinoxlife.com

Consumer Credit 
Counseling Service
(800) 873-2227 
www.cccsintl.org

Financial Planning 
Association
(800) 322-4237
www.fpanet.org 

Free Credit Report
(877) 322-8228
www.annualcreditreport.
com

Institute of  Consumer 
Financial Education
(619) 239-1401
www.icfe.info

National Association 
of  Enrolled Agents
(202) 822-6232
www.naea.org 

National Association 
of  Personal Finance 
Advisors
(800) 366-2732 or (847) 
483-5400
www.napfa.org 

National Association 
for the Self-Employed
(800) 232-6273
www.nase.org 

Service Corps of  
Retired Executives
(800) 634-0245
www.score.org 

NATIONAL 
TRUCKING 
ASSOCIATIONS
American Trucking 
Associations
(703) 838-1700
www.truckline.com 

Commercial Vehicle 
Safety Alliance
(202) 775-1623
www.cvsa.org 

National Association 
of  Independent 
Truckers 
(800) 821-8014 or (816) 
891-7997
www.naitusa.com
 
National Association 
of  Small Trucking 
Companies
(800) 264-8580
www.nastc.com

Owner-Operator 
Independent Drivers 
Association
(800) 444-5791 or (816) 
229-5791
www.ooida.com 
 
Technology & 
Maintenance Council 
of  ATA
(703) 838-1763
www.truckline.com (under 
“Federation,” click “ATA 
Councils”) 

Transportation 
Intermediaries 
Association
(703) 299-5700
www.tianet.org 

Truckload Carriers 
Association
(703) 838-1950
www.truckload.org 

STATE TRUCKING 
ASSOCIATIONS
Alabama Trucking 
Association
(877) 277-8785
www.alabamatrucking.org

Alaska Trucking 
Association
(907) 276-1149
www.aktrucks.org

Arizona Trucking 
Association
(602) 252-7559
www.arizonatrucking.com

Arkansas Trucking 
Association
(501) 372-3462
www.arkansastrucking.com

California Trucking 
Association
(916) 373-3500
www.caltrux.org

Colorado Motor 
Carriers Association
(303) 433-3375
www.cmca.com

Motor Transport 
Association of  
Connecticut
(860) 520-4455
www.mtac.us

Delaware Motor 
Transport Association
(302) 672-7763
www.dmta1.com

Appendix 2

Resources
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Florida Trucking 
Association
(850) 222-9900
www.fltrucking.org

Georgia Motor 
Trucking Association
(770) 444-9771
www.gmta.org

Hawaii Transportation 
Association
(808) 833-6628
www.htahawaii.org

Idaho Trucking 
Association
(208) 342-3521
www.idtrucking.org

Illinois Trucking 
Association
(630) 654-0884
www.iltrucking.org

Indiana Motor Truck 
Association
(317) 630-4682
www.imtaonline.net

Iowa Motor Truck 
Association
(515) 244-5193
www.iowamotortruck.com

Kansas Motor 
Carriers Association
(785) 267-1641
www.kmca.org

Kentucky Motor 
Transport Association
(502) 227-0848
www.kmta.net 

Louisiana Motor 
Transport Association
(225) 928-5682
www.louisianatrucking.com

Maine Motor 
Transport Association
(207) 623-4128
www.mmta.com 

Maryland Motor 
Truck Association
(410) 644-4600
www.mmtanet.com

Massachusetts Motor 
Transportation 
Association
(617) 695-3512
www.mass-trucking.org

Michigan Trucking 
Association
(517) 321-1951
www.mitrucking.org

Minnesota Trucking 
Association
(651) 646-7351
www.mntruck.org

Mississippi Trucking 
Association
(601) 354-0616
www.mstrucking.org

Missouri Motor 
Carriers Association
(573) 634-3388
www.motrucking.org

Montana Motor 
Carriers Association
(406) 442-6600
www.mttrucking.org 

Nebraska Trucking 
Association
(402) 476-8504
www.nebtrucking.com

Nevada Motor 
Transport Association
(775) 673-6111 
www.nmta.com

New Hampshire 
Motor Transport 
Association
(603) 224-7337
www.nhmta.org

New Jersey Motor 
Truck Association
(732) 254-5000
www.njmta.org 

New Mexico Trucking 
Association
(505) 884-5575
www.nmtrucking.org

New York State Motor 
Truck Association
(518) 458-9696
www.nytrucks.org

North Carolina 
Trucking Association
(919) 834-0387
www.nctrucking.com

North Dakota Motor 
Carriers Association
(701) 223-2700
www.ndmca.org

Ohio Trucking 
Association
(614) 221-5375
www.ohiotruckingassn.org

Oklahoma Trucking 
Association
(405) 843-9488
www.oktrucking.org

Oregon Trucking 
Associations
(503) 513-0005 or (888) 
293-0005
www.ortrucking.org

Pennsylvania Motor 
Truck Association
(717) 761-7122
www.pmta.org

Rhode Island Trucking 
Association
(401) 729-5210
www.ritrucking.org

South Carolina 
Trucking Association
(803) 799-4306
www.sctrucking.org

South Dakota 
Trucking Association
(605) 334-8871
www.southdakotatrucking.
com

Tennessee Trucking 
Association
(615) 777-2882
www.tntrucking.org

Texas Motor 
Transportation 
Association
(800) 727-7135 or (800) 
478-2541
www.tmta.com

Utah Trucking 
Association
(801) 973-9370
www.utahtrucking.com

Vermont Truck & Bus 
Association
(802) 479-1778

Virginia Trucking 
Association
(804) 355-5371
www.vatrucking.org

Washington Trucking 
Association
(800) 732-9019 or (253) 
838-1650 
www.wtatrucking.com 

West Virginia Motor 
Truck Association
(304) 345-2800 
www.wvmotortruck.org 

Wisconsin Motor 
Carriers Association
(608) 833-8200
www.witruck.org

Wyoming Trucking 
Association
(307) 234-1579
www.wytruck.org
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A
ACCOUNTS PAYABLE. Amounts owed by a 
business to its creditors.
ACCOUNTS RECEIVABLE. Amounts owed to a 
business by customers.
ADDITIVE. Solutions added to diesel fuel during 
cold weather to reduce the possibility of  waxing and 
gelling or in all weathers to enhance lubricity.
ADJUSTED GROSS INCOME (AGI). The 
income on which an individual calculates income 
tax. For a sole proprietorship, AGI minus deductible 
business expenses equals amount taxed.
ADVANCE. Money paid to an owner-operator 
before he hauls a load. This money typically is used 
to cover some of  the expenses involved in the trip 
(e.g., fuel, tolls, lumpers, gate fees) and is subtracted 
from the owner-operator’s next settlement.
AERODYNAMICS. The action of  air on a moving 
object. The more aerodynamic a truck, the more it is 
designed for minimal air resistance. All other factors 
being equal, this translates into better fuel economy.
AGENT. Generally, a person or organization 
authorized to conduct business on behalf  of  another 
person or organization; also, a common carrier that 
appoints agents to secure freight on behalf  of  the 
carrier. In some cases, an agent also works directly 
with the owner-operator to match available freight 
with his truck. Agents typically are independent 
contractors, not employees of  the carrier. A leased 
owner-operator can also be considered an agent of  
his carrier.
ASSET. Any type of  property, personal or real, that 
can be sold within one year.
ATBS CODE. A unique identifier associated with 
American Truck Business Services. It is the first four 
digits of  the client’s last name followed by the last 
four digits of  the client’s Social Security Number.
AUTHORITY. See OPERATING AUTHORITY. 

B
BACKHAUL. Return trip, or the freight secured for 
the return trip.
BALANCE SHEET. A document that lists all the 
assets and liabilities of  a person or business.

BILL OF LADING (BOL). A written contract 
between shipper and carrier that identifies the freight, 
its origin and destination, its receiver and the terms 
of  the agreement, including freight charges. Same as 
freight bill; not the same as manifest.   
BILL OF SALE. A contract for the sale of  goods.
BINGO CARD. (Slang, historical) A card that 
contains individual state registrations of  operating 
authority; was recognized by the states as a motor 
carrier’s proof  of  registering ICC operating authority.
BOBTAIL. A tractor without a trailer attached.
BOBTAIL INSURANCE. Valid insurance when a 
trucker has an accident while running without a trailer. 
Not the same as non-trucking-use insurance.
BREAK-EVEN (NUT). The number of  miles needed 
to cover all expenses, both personal and business.
BUDGET. A document that lists income and 
expenses, enabling a person or business to allocate 
available cash among various expenses. See CASH 
FLOW STATEMENT.

C
“C” CORPORATION. A legal structure designed 
for large, complex businesses. See CORPORATION 
and “S” CORPORATION.
CAB CARD. A certificate of  registration issued to a 
vehicle. A cab card reflects the base plate issued to that 
vehicle and the vehicle’s year, make and VIN number, 
as well as the jurisdiction that the motor carrier has 
apportioned in.
CAPITAL. Net worth; money available to invest in 
equipment that will produce more money over time.
CARGO INSURANCE. Insurance designed to 
cover lost or damaged freight. Carriers typically 
provide cargo insurance for leased operators, but 
owner-operators with their own operating authority 
must provide their own. Federal regulations set the 
minimum levels required. Not the same as physical 
damage insurance.
CASH ADVANCE. See ADVANCE. 
CASH FLOW STATEMENT. A document that 
shows the difference between cash brought in and cash 
paid out during a specific period. A negative cash flow 
is unsustainable.

Appendix 3

Owner-operator glossary
Trucking industry and business terms
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CASING. The tire structure, excepting tread and 
sidewall rubber.
CDL. Commercial driver’s license.
CHASSIS. The part of  a vehicle that includes the frame, 
suspension system, wheels, steering mechanism, etc., but 
not the body and engine.
CHARGEBACK. Items for which the carrier pays but 
then later charges back to the leased owner-operator, 
usually as a deduction from pay.
CLAIM. A charge against a carrier made by a shipper or 
other party for freight lost or damaged allegedly while the 
freight was in the carrier’s possession.
CLEAT. A strip of  wood or metal used for additional 
strength, to prevent warping, or to hold something in 
place.
CLUTCH. The part of  the power train that allows the 
driver to connect the engine to the wheels.
CMV. Commercial motor vehicle. 
COLLATERAL. A pledge of  security for borrowing 
money; something that a lender can seize if  the borrower 
defaults on the loan agreement.
COMBINATION VEHICLE. A tractor coupled to one 
or more trailers, also referred to as a rig.
COMMODITY. Generally, any goods shipped; most 
often used to refer to general commodities, a loose term 
for a wide variety of  unpackaged freight such as grain 
and ore.
COMMON CARRIER. A business that engages in 
for-hire transportation of  goods across the entire universe 
of  shippers; a trucking company with services available 
to all. For interstate operations, only the U.S. DOT can 
issue common carrier authority. See CONTRACT 
CARRIER.
CONSIGNEE. The person or firm to which freight is 
shipped; the receiver.
CONTAINERIZED SHIPPING. Transport of  cargo 
containers that are easily transferred among trucks, trains 
and ships. 
CONTRABAND. Illegal or prohibited traffic or freight.
CONTRACT CARRIER. A trucking company that 
engages in for-hire transportation of  goods for one or 
more specific shippers; a trucking company with services 
not available to all. See COMMON CARRIER.
CORE. On a radiator, a tubular fin structure acting as a 
heat exchanger for engine cooling fluids.
CORPORATION. A business structure in which the 
company is separate from its owners. A corporation 
enjoys tax benefits and legal protections not available to 
other forms of  business. See “C” CORPORATION 
and “S” CORPORATION.
COST PER DAY. The business expenses you incur 
daily, whether you drive or not. It is calculated by dividing 
your weekly fixed expenses by seven.
COST PER MILE (CPM). The cost of  operating a 
trucking business per mile traveled. CPM is calculated 
by dividing cost by the number of  miles driven. Usually 

expressed in cents, it sometimes is called cents per mile.
COWL. Metal structure supporting dash and windshield.
CRANKCASE. Engine part that houses the crankshaft 
and other moving parts.
CRANKSHAFT. A shaft within the engine having one 
or more cranks for transmitting motion; the connecting 
rods transmit motion between the pistons and crankshaft.
CSA. The Compliance, Safety, Accountability safety 
ranking and enforcement program of  the Federal Motor 
Carrier Safety Administration.
CUSTOM HOUSE. The government office where 
duties, tolls and import or export taxes are paid.
CYLINDER. A chamber in the engine block that 
contains a piston.

D
DEADHEADING. Running without cargo.
DEDICATED RUN. A run that involves hauling the 
same type of  freight to and from the same locations on 
a regular schedule; also, hauling freight to and from the 
same shipper and receiver on a regular basis, regardless 
of  location.
DEDUCTIBLE. Money paid out of  pocket by an 
insured person before the insurance company pays a 
claim.
DEDUCTIBLE EXPENSES. Business expenses that 
are allowable deductions from adjusted gross income, 
thus reducing taxable income. Deductible business 
expenses are reported on IRS Schedule C.
DELIVERY RECEIPT. The record to show that goods 
were delivered. Drivers usually have delivery receipts 
signed by receivers to show that the delivery was made. 
DEPARTMENT OF TRANSPORTATION (DOT). 
The federal agency responsible for the administration of  
the Federal Motor Carrier Safety Regulations.
DEPRECIATION. An expense allowance made on 
your taxes for wear and tear on an asset over its estimated 
useful life.
DISABILITY INSURANCE. Insurance that pays a 
weekly benefit plus medical expenses if  illness or injury 
prevents the insured person from working. Not the same 
as occupational-accident insurance.
DISPATCH. A service that schedules and coordinates 
freight pickup and delivery.
DOT. U.S. Department of  Transportation.
DRAYAGE. The charge made for carting, draying or 
trucking freight, often at a port or the Mexican border.
DRIVE AXLE. An axle that transmits power to the 
wheels. 
DRIVE LINE. Refers to the drive shaft and universal 
joints, etc., that connect the transmission to the 
differential gears on a drive axle.
DRIVE SHAFT. A heavy-duty tube that connects the 
transmission to the rear-end assembly of  the tractor.
DRIVETRAIN. A series of  connected mechanical parts 
for transmitting motion. The drivetrain includes all of  the 
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parts used to supply motion, including transmission, drive 
shaft, universal joints, differentials, inter-axle differential 
and axles.
DRIVERS. (Slang) The drive wheels of  a tractor.
DRIVER’S DUTY STATUS RECORD BOOK. 
Log book.
DUTY. A tax levied by a government on imports and 
exports.
DYNAMOMETER. A device used to measure the 
performance of  the engine and drivetrain. Often 
called a dyno.

E
EIN. Employer Identification Number, also known 
as a federal tax identification number. It is used to 
identify a business entity for tax purposes. It is required 
only if  you are operating as a corporation or LLP or 
if  you file your own 2290 Federal Highway Use Tax 
form. 
ELECTRONIC CONTROL MODULE (ECM). A 
device that monitors engine performance and records 
some diagnostics. Also called an electronic control unit 
(ECU).
ELEVATOR. (Slang) A hydraulic or electrically 
powered end gate on a truck or trailer.
ENDORSEMENT. Special qualification required of  
CDL holders for hauling a specific type of  commodity, 
such as hazardous materials, or for operating a specific 
type of  equipment.
ESCROW. Money held in reserve. It can be money 
held by a carrier in the name of  a leased owner-
operator to protect the company in case the contractor 
quits while in debt to the company; to provide money 
for the owner-operator’s use in an emergency; or to 
reimburse the carrier for items bought by the company 
on the owner-operator’s behalf.
ESTIMATED TAX. Taxes paid in advance by self-
employed people. The IRS requires owner-operators 
to guess how much tax they will owe each year based 
on the previous year’s income or projections and to 
make quarterly payments based on that estimate.
ETHER. Substance used as a starting aid for diesel 
engines in freezing or subfreezing weather.
EXEMPT CARRIER. A carrier that hauls 
commodities exempt from DOT regulation.
EXEMPT COMMODITIES. Freight exempt from 
DOT regulation, most commonly fresh fruits and 
vegetables.
EXHAUST MANIFOLD. That part of  the exhaust 
system that carries the exhaust gases from the cylinders 
to the exhaust pipe.
EXHAUST PIPE. Pipe connected to muffler through 
which exhaust gases are released.
EXPANDABLE (TRAILER). Flatbed trailer that 
can be expanded beyond its regular length to carry 
larger shipments.

EXPENSES. In record keeping, areas of  cost or spending.

F
FEDERAL HIGHWAY ADMINISTRATION 
(FHWA). A subdivision of  the U.S. DOT.
FEDERAL HIGHWAY USE TAX. One of  the main 
sources of  funds for the national highway construction 
program, paid by all carriers for each heavy vehicle that 
runs in interstate transport, including trucks and buses, 
and based on the size and weight of  the vehicle. All 
independent owner-operators and most leased owner-
operators are responsible for paying their own Federal 
Highway Use Tax, which is reported on IRS Form 2290.
FEDERAL MOTOR CARRIER SAFETY 
ADMINISTRATION (FMCSA). DOT division 
responsible for issuing, administering and enforcing 
the Federal Motor Carrier Safety Regulations and the 
hazardous materials regulations.
FEDERAL MOTOR CARRIER SAFETY 
REGULATIONS. The regulations govern the 
operation of  trucks and buses in interstate or foreign 
commerce by common, contract and private motor 
carriers. The FMCSR specify insurance requirements, 
driver qualifications, hours of  service, accident 
reporting procedures, proper vehicle inspection and 
repair procedure, and proper parts and accessories for 
safe operation.
FIFTH WHEEL. The coupling device located on the 
tractor’s rear frame that is used to join the front end of  
the trailer to the tractor. It is a flat, rounded plate with a 
V-shaped notch in the rear.
FISHY-BACK. (Slang) Transportation of  truck trailers 
or highway freight containers on ships or barges.
FIXED COSTS. Predictable, consistent costs that do 
not vary by the number of  miles run -- for example, 
tractor payments and insurance payments. See 
VARIABLE COSTS.
FLATBED. A type of  platform trailer whereon the 
deck of  the trailer is level from front to back.
FLOAT. Flatbed semi-trailer.
FORM 2290. See FEDERAL HIGHWAY USE 
TAX.
FOUR-BY-FOUR. (Slang) Civilian driving a sport 
utility vehicle.
FREIGHT BILL. See BILL OF LADING.
FREIGHT CHARGE. Payment due for freight 
transportation.
FUEL FILTER. Device for cleaning engine fuel.
FUEL INJECTOR. The device that injects a mist of  
fuel into the combustion chamber.
FUEL PUMP. Pump that moves fuel from the fuel tank 
to the engine.
FUEL SURCHARGE. Extra charges included on the 
carrier’s invoice for excessive fuel costs.
FUEL TAX. Any federal or state tax levied on fuel to 
pay for the use and maintenance of  highways and roads. 
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The federal tax remains constant, but state taxes vary and 
usually are based on the number of  miles run in a state.

G
GBL. Government bill of  lading.
GELLING. As diesel fuel gets cold, it has a tendency to 
harden or gel.
GEORGIA OVERDRIVE. (Slang) Driving a truck 
down a hill with the transmission out of  gear (an unsafe 
and illegal practice).
GLAD HANDS. Connectors mounted on the front of  a 
trailer for connecting airlines from the tractor.
GOOSENECK. The curved section of  a trailer frame 
that includes the kingpin and the fifth wheel apron.
GROSS COMBINATION WEIGHT (GCW). 
Combined weight of  the tractor, trailer and cargo.
GUSSETS. That part of  the frame where the cross 
members are bolted to the frame rails.

H
HAZMAT. Hazardous material; any substance the U.S. 
government has determined to be dangerous to public 
health when packaged or transported improperly. 
HEADACHE RACK. (Slang) Heavy bulkhead mounted 
behind the cab to protect it from a shifting load.
HI-LOW. Nickname for a forklift truck.
HHG. Household goods. Usually refers to the calculation 
of  miles on which freight rates are based, used as a 
standard in the trucking industry.
HIGHWAY USE TAX. See FEDERAL HIGHWAY 
USE TAX.
HOT LOAD. (Slang) Rush shipment of  cargo.
HOURS OF SERVICE (HOS). Applies to the hours 
a driver may work and drive as governed by the Federal 
Motor Carrier Safety Administration.

I
ICC. (Historical) Interstate Commerce Commission.
INBOUND FREIGHT. Freight moving toward the 
speaker’s point from another point.
INDEPENDENT. An owner-operator who has his 
own operating authority and is not leased to a carrier, 
generally relying on no one but himself  to find and 
transport freight.
INDIVIDUAL RETIREMENT ACCOUNT (IRA). 
A retirement savings vehicle that allows an individual to 
make tax-deferred contributions. Contributions are tax 
deductible, but the payout is taxed at the prevailing rate 
at the time of  payout. See ROTH IRA.
INJECTOR. See FUEL INJECTOR.
INSURANCE AGENT. A representative of  one or 
more insurance companies. An independent agent 
represents more than one company; a captive agent 
represents only one company.
INTEREST. The cost of  borrowing money expressed as 
a percentage, usually an annual percentage rate (APR).

INTERMODAL TRANSPORTATION. Movement 
of  goods involving more than one mode of  shipment on 
a single freight bill – for example both rail and truck.
IRONS. (Slang) Tire chains.

J
JACKING. (Slang) Turning a tractor while backing so 
as to cause the trailer to assume a jackknife position. 
Combines with chasing to allow the trailer to be steered 
along the prescribed path.
JAKE BRAKE. (Slang) Specifically refers to the original 
engine brake made by Jacobs Vehicle Systems. An engine 
brake is an auxiliary braking device on a tractor. It builds 
up back pressure in the engine by preventing the exhaust 
from escaping so that the engine slows.
JACKRABBIT START. (Slang) A sudden start.
JOINTS. (Slang) Refers to double and triple trailer 
combinations.
JUST-IN-TIME DELIVERY (JIT). An inventory 
control system in which freight is used as soon as it arrives 
at its destination. To work, just-in-time delivery mandates 
that freight not arrive early. Sometimes called “rolling 
inventory” when the freight is left on trailers due to 
delayed unloading.

K
KINGPIN. The bolt-like device on the underside of  the 
front of  a semi-trailer that fits into the tractor’s fifth wheel 
to couple the tractor and the trailer together.

L
LANDING GEAR. The support legs that hold up the 
front end of  a semi-trailer when it is disconnected from 
a tractor.
LAYOVER. Non-driving time between loads while 
under dispatch, whether it’s a scheduled rest or time 
spent waiting for instructions.
LEASE. The contract between an owner-operator 
and a motor carrier for the purpose of  hauling 
freight booked by the carrier. Leases spell out the 
responsibilities of  each party. 
LEASING. An alternative to traditional equipment 
financing, whereby the lessee pays rent on the 
equipment and makes monthly payments. See TRAC 
LEASE.
LESSEE. The party to a leasing agreement who has 
possession and control of  a vehicle owned by another.
LESSOR. The party to a leasing agreement who grants 
possession and control of  a vehicle to another.
LESS THAN TRUCKLOAD (LTL). Type of  hauling 
in which multiple shipments share one trailer.
LIABILITY. Outstanding debt.
LIABILITY INSURANCE. Insurance that covers 
property damage and bodily injury to another party. 
Includes bobtail, non-trucking use and unladen. See 
PRIMARY LIABILITY INSURANCE.
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LIMITED LIABILITY COMPANY (LLC). Business 
structure that offers limited protection for the owners. 
Profits pass through the owners’ personal income tax 
returns.
LIMITED LIABILITY PARTNERSHIP (LLP). A 
business structure not recommended for owner-operators.

M
MANIFEST. A document describing the contents of  a 
shipment. Often incorrectly used interchangeably with 
“bill of  lading,” which is a much more comprehensive 
document.
MISCELLANEOUS PAY. Pay you receive in addition 
to your pay per mile or load. It could include your fuel 
surcharge, stop pay or detention pay.
MPG. Miles per gallon.
MPH. Miles per hour.
MUTUAL FUND. An investment pool whose money is 
in stocks, bonds or other assets. Buying shares of  the fund 
gives you a stake in those assets.

N
NET CASH. The cash you have left after all your 
business and personal expenses have been covered.
NET INCOME. The amount left over after expenses 
have been subtracted from revenue. Also called earnings 
or net earnings.
NET PROFIT. Same as net income or profit.
NET TON. 2,000 pounds (also called a short ton).
NET WORTH. The difference between a person’s assets 
and liabilities. Also called owner’s equity.
NO. 1 DIESEL. Cold weather fuel.
NO. 2 DIESEL. Normal weather fuel.
NON-TRUCKING-USE INSURANCE. Liability 
insurance that covers an owner-operator not under 
dispatch. Not the same as bobtail insurance.
NOS. Not Otherwise Specified, a term used in 
describing hazardous materials.
NOZZLE. Same as INJECTOR.

O
OCCUPATIONAL-ACCIDENT INSURANCE. 
Insurance that pays a weekly benefit plus medical 
expenses if  injury on the job prevents the insured person 
from working. Not the same as disability insurance.
OFF-DUTY TIME. Time specified in the hours-
of-service regulations, and on a log book page, where 
the driver is relieved of  all work duties and has no 
responsibilities to the truck.
OIL SEAL. A device used to retain lubricant in the 
bearing area of  the wheel.    
ON-DUTY TIME. The time specified in the hours-
of-service regulations and on a log book page, where the 
driver is working, or is in readiness to work.
OPERATING AUTHORITY. Permission to operate 
granted to interstate common carriers by the U.S. DOT. 

When an owner-operator leases on with a company, that 
company’s authority automatically extends to the owner-
operator. Independent owner-operators, however, must 
establish their own authority.
OPERATING COSTS. The day-to-day costs of  
running a business. See VARIABLE COSTS and 
FIXED COSTS.
OPERATIONS. The department of  a carrier 
responsible for finding loads, dispatching trucks and 
handling customer service.
OTR. Over the road. Refers to operations requiring an 
overnight trip.
OUTBOUND FREIGHT. Said of  freight moving from 
the speaker’s point to another point.
OVER, SHORT AND DAMAGED (OS&D). 
Discrepancies between freight on hand and freight shown 
on the bill. Freight not covered by billing is over. If  some 
is missing, it is short. Freight received in bad condition is 
damaged.
OVER-THE-ROAD OPERATIONS (OTR). The 
interstate transporting of  freight for long distances, 
whether nationally or regionally. Also referred to as long-
haul trucking.
OVERDIMENSIONAL FREIGHT. Freight that is 
legally too heavy, too long or too tall, thus requiring a 
special permit.
OWNER-OPERATOR. A small-business owner 
involved in for-hire transportation who owns one or more 
commercial vehicles and still drives.
OWNER-OPERATOR INDEPENDENT DRIVERS 
ASSOCIATION (OOIDA). An association primarily 
for leased owner-operators and independents.

P
PAJAMA WAGON. (Slang) Sleeper tractor.
PARTNERSHIP. A business owned by two or more 
people, each of  whom is individually taxed.
PAYABLES. Accounts payable.
PAYLOAD. The weight of  the cargo as the basis for 
the revenue to be paid for that shipment.
PERCENTAGE OF REVENUE (COSTS). The 
portion of  your revenue each cost represents. It is 
calculated by dividing the individual cost by the total 
revenue.
PERCENTAGE OF REVENUE (PAY). A form of  
compensation where the owner-operator receives a 
percentage of  the gross revenue paid to the carrier.
PER DIEM. Latin for “per day.” In tax law, those 
business expenses a person can claim each work day 
without that money being subject to income tax. For 
professional drivers, the per diem commonly means 
the daily tax allowance for meals on the road.
PHYSICAL DAMAGE INSURANCE. Insurance 
that covers damage to an owner-operator’s equipment 
from an accident involving another vehicle. The law 
does not require a truck owner to have physical damage 
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insurance, but the lien holder usually does. Not the same 
as cargo insurance.
PIG TRAILER. Transported on flat rail car.
PIGTAIL. (Slang) Electrical cable used to transmit 
power from the tractor to trailer.
PINTLE HOOK. Coupling device at rear of  truck for 
the purpose of  towing trailers.
PREVENTIVE MAINTENANCE (PM). Checking 
and servicing equipment according to a planned schedule 
– for example each haul or each 10,000 miles. 
PRIMARY LIABILITY INSURANCE. Insurance 
required by law to protect the insured in case of  harm 
against another person, such as property damage or 
injury. Carriers are required to have such insurance and 
may deduct the premiums from an owner-operator’s 
settlement.
PRIVATE CARRIER. A company that transports only 
its own goods over the road without contracting with 
another company. Many grocery, retail and restaurant 
chains are also private carriers.
PRO NUMBER. The identifying number on a bill of  
lading for invoicing and tracking purposes.
PROFIT AND LOSS STATEMENT (P&L). A 
detailed report of  how much money a business made or 
lost during a specific period.  
PROOF OF DELIVERY (POD). A document to show 
that delivery was made, such as a bill of  lading or delivery 
receipt signed by the consignee/receiver.
PROFESSIONAL TRUCK DRIVER INSTITUTE. 
PTDI develops standards for training tractor-trailer 
drivers, certifies training courses, and provides truck 
driver training educational products. It is an arm of  the 
Truckload Carriers Association.
PROGRESSIVE SHIFTING. A fuel-efficient method 
of  shifting gears by accelerating just enough to gain the 
minimum rpms to shift into the next gear. This also saves 
wear on the mechanical components of  the truck.
PSP. The Pre-Employment Screening Program of  the 
Federal Motor Carrier Safety Administration, making 
driver inspection and crash histories available to motor 
carriers for pre-hire/-lease screening purposes.
PULL THE PIN. (Slang) Release the fifth wheel lock.
PUP. (Slang) A short four-wheel trailer that is pulled 
behind a semi-trailer or a straight truck.
PUT ON THE AIR. (Slang) Apply the brakes.
PUT ON THE IRONS. (Slang) Put on the tire chains.

Q
QUALIFIED RETIREMENT ACCOUNT. A bank 
account set up by an individual as a retirement plan 
according to IRS rules. In most such plans, contributions 
are tax- deductible, but payouts are taxed at the 
prevailing tax rate at the time of  payout.

R
RADIATOR. A device comprised of  tubes and fins 
through which circulating water passes to give off  excess 
heat and thus cool the engine.
RATE. The tariff  or charges for hauling freight.
RECEIPTS. A record of  money spent. It is used to track 
business expenses and to reduce your taxable income.
RECEIVABLES. See ACCOUNTS RECEIVABLE.
RECRUITER. A carrier employee whose job is to find 
and train new company drivers and owner-operators.
REGULATOR. Voltage regulator.
RESERVOIR PRESSURE AIR GAUGE. Air pressure 
gauge.
RESIDUAL VALUE. The amount owed to the lessor at 
the end of  a TRAC LEASE.
RETIREMENT ACCOUNT. An account that allows 
you to make tax-deductible contributions that can only be 
withdrawn, penalty free, after a certain age.
REVENUE. The total amount of  money an owner-
operator earns before accounting for expenses. Also 
known as gross income.
RIDE SHOTGUN. (Slang) To ride as co-driver in the 
passenger seat of  the tractor.
RIG. (Slang) Truck; tractor/semi-trailer; truck and full 
trailer; other combination vehicle.
RISK MANAGEMENT. The department of  a carrier 
that monitors and controls the carrier’s exposure to risk, 
usually from truck accidents.
ROTH IRA. An Individual Retirement Account with 
a tax status that works in reverse to that of  a traditional. 
IRA. An individual can contribute up to $2,000 a year, 
taxable at the current rate; eventual payouts are tax-free.

S
“S” CORPORATION. A structure designed for 
small businesses with 35 or fewer shareholders. To 
maintain “S” status, the business must follow certain 
guidelines.
SAE. The Society of  Automotive Engineers. 
Establishes standards for parts, components, etc., on 
some motor vehicles.
SATELLITE SYSTEM. A method of  tracking the exact 
location of  a truck by means of  satellite tracking devices.
SATELLITE TERMINALS. Refers to truck 
terminals.
SCHEDULE C. The IRS form that lists all business 
income and expenses. The difference, whether profit 
or loss, is reported on Form 1040. All sole proprietors 
must submit a Schedule C, “Profit or Loss Business 
Sole Proprietorship,” with their 1040.
SELF-EMPLOYMENT TAX. Social Security and 
Medicare tax paid by the self-employed, such as an 
owner-operator.
SEMI. (Slang) A tractor-trailer combination.
SETTLEMENT. The record of  an owner-operator’s 
net revenue for a certain period, prepared by the 
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trucking company he leases to. A settlement shows 
total revenue earned minus company charges.
SHIPPER. The company with which freight 
originates.
SMOKER. (Slang) Tractor emitting excessive exhaust 
smoke.
SNELLEN CHART. An eye examination chart usually 
used during a DOT physical to determine if  a person 
meets visual requirements.
SOLE PROPRIETORSHIP. Business structure in 
which one person is the owner. This is the simplest way 
to structure a business and the method recommended for 
most owner-operators.
SPECIALIZED CARRIER. A carrier that transports 
only a particular type of  freight, for example trade 
exhibits or construction equipment.
SPECS, SPEC’ING. Specs are a detailed description 
of  a truck’s standard components and optional features. 
Spec’ing is the act of  specifying such components and 
features. 
SPOT THE TRAILER. (Slang) To park and uncouple 
a trailer at a designated location.
STRAIGHT TRUCK. A truck with the body and 
engine mounted on the same chassis.
STRIP THE TRAILER. (Slang) Unload the trailer.
SURCHARGE. A charge in excess of  what is usual or 
customary. It can apply to freight rates, fuel prices or fuel 
taxes, but usually is assumed to be temporary.
SUSPENSION. The system of  springs, shocks, etc., 
supporting a vehicle upon its undercarriage or axles. 
SWAMPER. (Slang) A helper who rides with the driver.

T
TOFC. See TRAILER ON FLATCAR.
TANDEMS. The two drive axles on a tractor; also, one 
trailer directly behind the other and working together.
TRAC LEASE. Terminal Rental Adjustment Clause 
lease. A vehicle lease that enables the lessee to keep the 
vehicle at the end of  the lease, provided he pays the lessor 
the vehicle’s residual value.
TRADE CYCLE. The length of  time between purchase 
and trade of  a truck or trailer, based on factors such as 
balance owed, equipment age, maintenance costs and 
repair history.
TRAFFIC. Department of  a shipper that is responsible 
for coordinating the transportation of  goods. 
TRAILER ON FLATCAR (TOFC). Refers to 
piggyback intermodal operation of  transporting trailers 
on railroad flatcars.
TRANSFER PUMP. A pump used to move fuel from 
fuel tank and injectors or carburetor.
TRANSMISSION. Selective gear box providing various 
combinations of  gear ratios.
TRUCKLOAD. The maximum legal weight of  a trailer; 
or, when used to describe freight rates, the minimum 
weight of  a shipment necessary to qualify for the cheaper 

rate; or, a full trailer load shipment described by a single 
bill of  lading. See LESS THAN TRUCKLOAD.
TURN. (Slang) A round-trip freight run.

U
U-BOLT. The bolt that is used to hold springs together 
in a spring suspension. A somewhat horseshoe-shaped 
bolt that is threaded on both ends.
UNDER DISPATCH. Insurance term meaning an 
owner-operator is operating on instructions received 
by the carrier and therefore is covered by a carrier’s 
liability insurance. Whether an owner-operator was 
under dispatch at the time of  an accident is of  crucial 
importance in determining whether the carrier or the 
owner-operator is liable.
UNLADEN INSURANCE. Liability insurance that 
covers the owner-operator when he is pulling an empty 
trailer, regardless of  dispatch status.

V
VALVE. A device that opens and closes openings in a 
pipe, tube or cylinder.
VARIABLE COSTS. Costs that vary by the number 
of  miles run -- for example, fuel, repairs and tolls. 
Sometimes called running costs. See FIXED COSTS.
VCR. Driver’s daily vehicle condition report.
VOLTAGE REGULATOR. A device that controls the 
voltage output of  a generator.

W
WATER PUMP. Pump that circulates the coolant 
through the engine cooling system.
WHEELBASE. The distance in inches from the center 
of  a truck’s front hub to the center of  the space between 
its tandems.
WOODCHUCK. (Slang) Driver with low job priority.

Y
YARDBIRD. (Slang) A driver who connects and 
disconnects tractor/semi-trailer combinations and moves 
vehicles around the terminal yard.
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CATEGORIES
CASUALTY FINANCIAL LOSS. This is from 
damage such as hail, wind, theft and accidents.

DEPRECIABLE PROPERTY. The types of  
property that can be depreciated include tractor, 
trailer, equipment, buildings, computers, fax machine, 
copy machine and furniture used in business.

ENTERTAINMENT. For entertaining business 
associates. Personal entertainment, such as movies or 
games, is not deductible even while on the road.

GIFTS. Limited to $25 value for any person. 

INSURANCE PREMIUMS. Includes personal 
insurance, such as health. 

HOME OFFICE. To qualify, the home office 
must be your principal place of  business. You 
must use the home office, including a computer 
and other equipment, regularly and exclusively for 
administration and management of  your business. 
You may not have any other fixed location where you 
regularly conduct administration and management 
activities of  the business. 

RETIREMENT PLANS. These include Keogh plan 
for self  or spouse, SIMPLE, Simplified Employee 
Pension (SEP), IRA and others. 

BUSINESS LOANS AND MORTGAGE. Interest 
paid during calendar year.

PER DIEM.  Covers meals and incidentals at a fixed 
daily rate when you are away from home overnight. 
There is no need to save receipts. 

START-UP COSTS. Trips to visit truck dealers, 
bankers, carriers, etc. 

SUPPLIES. For home office or truck.

TAXES, LICENSES AND OTHER 
GOVERNMENT FEES. Half  of  your self-
employment tax is deductible. Fines and citations for 
illegal activity, such as speeding or weight violations, 
are not tax-deductible.

TRAVEL. Airline tickets, rental cars, lodging. 

TRUCK LEASE. Under a lease-purchase, 100 
percent of  your truck payments are deductible. 
Security deposits are not deductible

SPECIFIC DEDUCTIONS
Here are some of  the more common, specific 
deductions available: 

ADMINISTRATIVE FEES / BUSINESS 
COSTS / OFFICE SUPPLIES
Accounting services   
ATM fees, bank fees  
Broker fees
Calculator    
Comdata, Comchek  
Co-driver, lumpers
Clipboard    
Computer supplies  
Credit card fees
Education    
Envelopes     
Fuel card fees  
Ledger book

Appendix 4

Owner-operator deductions  

As an owner-operator, you are self-employed, so any expense related to operating your business is tax-deductible. 
The Internal Revenue Service requires you to provide written proof  of  an expense. That may include a receipt, 
canceled check, settlement statement, bill, log or, when no document is available, such as business-related use 
of  your personal vehicle, your records in a notebook. You must provide the date, place, type of  expense and the 
amount. All deductions must be business related.
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Legal costs    
Paper, pens, ruler 
Photocopies and faxes  
Postage, FedEx, TripPak 
Receipt book
Software  
Stapler and staples  
Trade magazines   
Trade memberships
Transaction fees 

COMMUNICATIONS
CB radio, repairs, antennas, cables 
Cell phone and accessories  
Pager
Phone cards 
Qualcomm, satellite, Internet  
Satellite radio 

INSURANCE
Bobtail/liability    
Cargo insurance/cargo claims 
Disability
Health, dental, vision   
Occupational accident  
Physical damage   
   
PERMITS, LICENSES, FEES
Door signs, decals, lettering  
Fuel taxes and road taxes  
Federal Highway Use Tax (Form 2290) 
IRP, licenses and permits   
Parking, scales    
Tolls, Pre-Pass
    
PERSONAL
CDL fees    
Caps, coats, shirts (with carrier logo)  
Drug test 
Eye exams, glasses, sunglasses  
Gloves, coveralls   
Laundry  
Mileage on personal vehicle  
Motels     
Raingear 
Safety shoes/boots   
Uniforms

TRACTOR-TRAILER – EXTERIOR AND 
UNDER THE HOOD
Chains, tarps, pallets, bungee cords 
Chrome    
Coolant, antifreeze
Fuel and fuel additives, filters  
Headache rack   
Kingpin lock, padlocks 

Load locks    
Oil, lube   
Power washer  
Repairs, parts, labor    
Shop equipment, power cords 
Tires and repairs 
Trailer wash, tractor wash  
Vacuum    
Wax

TRACTOR – INTERIOR
Accessories    
Air fresheners   
Alarm clock 
Appliances    
Atlas and maps   
Bedding, sheets
Electric blanket, bunk heater  
Camera, film   
CD player
Cleaning supplies  
Coffee pot   
Coolers and ice 
Crockpot    
DVD player    
Flashlight and batteries 
Flyswatter    
Hangers    
Hoses and cables  
Ice scraper    
Luggage    
Microwave 
Paper towels     
Refrigerator    
Rugs, floor mats 
Seat covers, cushions   
Storage    
Thermos  
Tools (hand and power)
Trash bags   
TV
VCR  
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BLEED 8.625" x 11.25"
MEDIA  MagazIne

CD 

AD John B.

CW Rob P.

AM teddy H.

PM Patty t.

FINAL
COLOR cMYK
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You can get a lot more 
than extra miles out 
of Shell Rotella

®

.

Presenting the rewarding new MyMilesMatterTM program.
They say hard work is its own reward. Not any more. With MyMilesMatter™,  you can reward yourself 
with gift cards, merchandise and more just for doing what you already do – drive a lot of miles and 
protect your engine with Shell Rotella®   heavy duty engine oil. Look for Reward Codes under the caps 
of specially marked bottles of Shell Rotella®.  Or get Reward Codes when you get your oil changed at a 
participating installer. Either way, you’re well on your way to getting all kinds of cool stuff. For details, 
visit www.ROTELLA.com and register today. 

The Shell Rotella MyMilesMatter™ Program is subject to complete terms and conditions available at www.mymilesmatter.com/termsandconditions.aspx. Featured Corporations are not sponsors 
of this promotion. All design logos and related marks are used with permission. All rights reserved. Visit www.ROTELLA.com for featured corporation redemption details and more information. 

  — 1001 Fannin Street, Suite 500, Houston, TX 77002

TRAFFIC LEGEND

Job No: 1038798_A28
Description: MMM ad
Trim: 7.75” w x 10.75”h 
Bleed; 8” x 11” h

Prepared by JWT/
Houston
Printing Specs: CMYK
Media Space: Overdrive

Media Issues: 
Creative Director: greg
Art Director: Kewe
Copywriter: Schildberg 

Account: Hammer
Production: Wales
Traffic: Bennet
Vendor: 

Studio: See initials 
Filed: Studio
Output Size:

ROUTING SIGNATURE DATE O.K. CHANGE REVISION NUMBER

PRODUCTION

PROOFREADER

COPYWRITER

ART DIRECTOR

ACCT. EXEC.

TRAFFIC

MyMilesMatter™

               by Shell ROTELLA®

96 9 9 97
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