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tees stable costs.
Unfortunately, the in-
dustry (as a whole) doesn’t
always follow sound busi-
ness principles. Too often
contracts still expose oper-
ators to fuel price fluctua-
tions. As a Lease Operator

this should NEVER hap-
pen.

Contracts ~ deal : with
fuel price fluctuations two
ways: fuel cap and fuel sur-
charge. The fuel cdpis the
easiest to compare Costs
with. It’s a no brainer. The
only concern for opera-
tors is consumption (as it
should be). However, this
choice has an industry
downside. If one operator
gets 7.SMPG and the other
gets 5.0MPG, in actuality
the 7.5 is subsidizing the
5.0. If both were getting 7.5
the company would have
the margin to up the con-
tract.

Additionally, contracts
with fuel caps will tend
to disproportionately at-

tract the S5.0MPG opera--

tors. It’s simple supply and
demand; where can my
5.0MPG truck provide the
best cash flow? This added
expense, in turn, changes
the cost structure for the
trucking company, making
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somewhere between the
change in market price and
the change in fuel subsidy.
Cynically put, if the fuel
price went up and manage-
ment needs/wants more
cash, instead of raising the
subsidy 3 cents per mile
they may only raise it 2.
This model defies sound
business practices. It is'de-
signed to provide a' random
emergency cash: résource
for the trucking company
at the expense of ‘their op-
erators.

" The opérator usually ex-
periences a delayed under-
standing of what occurred.
Too many operators don’t
keep accurate track of net
fuel costs (gross less sub-
sidy). It inay be a month,
two months, six months or
more before the operator
pieces together the cause
of their financial crisis. The
operator might blame: win-
ter fuel, weather, unusual
freight lanes/weight, or
even mechanical issues if
they aren’t keeping accu-
rate track.

If the subsidy is manage-
ment controlled, your suc-
cess is no longer based on
business science but rather
simple charity (or a mild
form of prostitution). If you
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mile fuel subsidy.

I have read and fol-
lowed over a hundred
operator contracts and fol-
lowed numerous company
changes. Most are reason-
able but sometimes there
are absurd formulas. One
company required the op-
erator needing 12.5 miles
per gallon in order to keep
net fuel costs level. It was
a clear example of a con-
tract rip-off. If the conver-
sion rate is not industry
standard, consider moving
your truck. Fuel prices are
only going up. If you stay,
you're going down.

So the question is:
“What is industry standard
fuel consumption?”. The
answer is not always the
same. If you haul tri-axles
through the mountains
the standard will be dra-
matically different from the
operators hauling light tan-
dem south central.

The average break even
rate (B/E MPG) must be
clearly labeled and fully
defendable to practical
company results. One rea-
sonable scientific figure
would be the company fuel
tax average submitted on
the IFTA reports (however,
this may be a controversial



