ell self-man-
W aged operators
know their fuel

costs. Not just approxi-
mately what percentage
of their revenue was con-
sumed by fuel, but detailed
cents-per-mile costs.

Most operator contracts
work with a fuel sur-
charge. The good ones
are indexed to national or
regional fuel prices, and
the “bad ones” are deter-
mined by management
(usually in a closed door
meeting). If its manage-
ment decided the track-
ing of net fuel, costs will
never be predictable. If
the company isn't making
enough money this month
they just give less of a
surcharge to their oper-
ators. Who can predict
their earnings? Who can
predict their ethics?

An indexed contract,
however, is tied to mar-
ket rates. Management
can’t cut it down without
violating their agreement.
It's only these indexed
contracts that are of any
value. Non-indexed fuel
subsidies are unreliable
long term (more than one
month). In comparing
contacts, or just having an
efficient operation, finding
net fuel cost is essential.

There are three steps to
finding net fuel costs: total
fuel expenses (amount
deducted from the settle-
ment), subtract fuel sub-
sidy over the same time
period, then divide by the
paid miles traveled over
the period. It produces
the net fuel cost (per paid
mile).

Many operators com-
plain about the company
not giving enough fuel
subsidy. Company A gets
15 cents per mile while
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surance administration
etc.).

Company A’s base rate
may be $1.25 while com-
pany B's may be $1.05. In
this example company A
would be netting $.05 per
mile more than company
B. Most good operators
understand this, even
without a napkin and
pencil

estimated or traveled
miles. Operators must
estimate the monthly
miles to average the
future cost per mile.
The level of math
required is not rocket
science or brain sur-
gery, but it's critical

to successful contract
comparisons and income
tracking. Every operator

should be), never mind
what their actual income
is, or even their projec-

trailer maintenance re-
ports). Over the years |
have also viewed many
custom built (usually
excel) spreadsheets,
designed by operators
themselves. Most of
them are very detailed
to the owner's needs

and extremely effective
tools. Operators who take
the time to write one of

Masters Degree in Busi-
ness Administration and
is the author of the Book
“Making Your Miles Count:
taxes, taxes, taxes” (now
available on CD). You can
find him at www.thrcon-
sulting.ca and thrconsult-
ing.blogspot.com or at
877.987.9787. You can
e-mail him at robert@
thrconsulting.ca, B



