It's important fo create a separate bank
account that will be used to manage the
income and expenses of your business.
Allincome from your frucking business
should be deposited there. In addition,
frucking expenses should be paid out of
this account. In the event of an IRS audit,
having personal finances mingled with
your business could cost you thousands
of dollars. In addition, it will be impossible
for you and your accountant to analyze
your business accurately if your personal
finances are mixed in with your business.

Every month you should write a
“distribution check” or make a direct
fransfer online from your operating
account to your personal account as a
“"paycheck” to cover your personal living
expenses. The target amount can be
determined from the monthly personal
and family cash requirements shown in
your budget.

RESERVE ACCOUNT

Saving is not easy. It's much harder,
though, when you deny the inevitable.
Remember AIG2 American International

BEST PRACTICES FOR HEALTHY
CASH FLOW, DEBT AVOIDANCE
AND IDENTITY PROTECTION

Group's fatal exposure during

the financial crisis of 2008 was insuring
bonds blindly based on sub-prime home
loans. When it came time to pay up, AIG
had its pants down. It had to rely on 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, you know
your equipment will wear out. Smart
owner-operators save for maintenance in
proportion to miles run. See Chapter 12 for
savings recommendations.

The best owner-operators have at least
$5,000 in reserve before they ever go
into business. The purpose of the reserve
account is to set aside money for large
or unforeseen items that could put a
substantial drain on your operating cash,
such as major maintenance items, tires,
quarterly estimated taxes and insurance
deductibles.

e P

CASH FLOW PROBLEMS

A few sure ways to avoid financial frouble
as an owner-operator:

MINIMIZE CASH ADVANCES.

When they become owner-operators,
many drivers carry forward the company-
employee habit of taking weekly cash
advances for expenses.

Undisciplined owner-operators have been
known to use that cash on unnecessary
accessories, enterfainment and other
unbudgeted expenses. Frequent and
unwise use of cash advances can make
it difficult to get a true picture of where
your money is going. Also, since this cash
already is deducted from your settlement,
it can be mentally defeating to keep
getting small settlements. In addition,
fransaction fees can reduce the advance
by as much as 10%.

Work foward using your business operating
account, not cash advances, fo manage
your cash flow.
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AVOID BEING OVER-LEVERAGED.
Back in 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
ratings. It was just a matter of fime
before widespread defaults 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 interest 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 logging in to your
bank account to see a negative balance
and outrageous overdraft fees. Numerous
banks use a tiered structure for those
fees; they go up as more checks bounce.
And some banks have developed keen
memories. That check that bounced a
year ago could mean your next mistake
will tfrigger the fiered rate.

e Monitor your account. Record
every check as 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 an item
in a spreadsheet, a note on a
calendar or a future entry in your
checkbook.

e Use overdraft protection. Most
banks offer this service, which
aufomatically draws from your
savings or credit card account
to cover a bad check. If using
savings, you obviously need to

keep a good stash fo make it work.

Linking to a credit card is a less
favorable option, but if it's paid off
quickly, it's still a lot less costly than
bouncing a check.

e |f 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 mobile
banking via your smartphone,
you can manage your finances
anywhere you have web access
or a cell signal. That includes

checking your balance and
cleared checks and purchases,
as well as deposits and moving
money from one account to
another.

INDEPENDENTS, USE A FACTOR.

The demand for cash when starfing your
own company presents many challenges.
Late payments, long billing cycles and
high fuel costs confribute fo why half of
small businesses fail in their first year.

If operating under your own authority is
your intention, consider using a factoring
company to enhance cash flow and
provide the support that will help build
up your cash reserves. Factors offer
independents quick access to the cash
fied up in their invoices, less a discount.

Factors such as TBS Factoring Service also
provide benefits that include collections,
broker credit information, accounting
services and discounted fuel networks
with significant volume savings.

There are two types of factors. With
recourse factors, if the factor is unable
fo collect on certain invoices, the factor
refrieves its payment from the owner-
operator, who is ultimately responsible
for the collection. Nonrecourse factors
are the opposite, and since they assume
fotal responsibility for collecting, the rate
they charge will be higher than that of
recourse factors.

Pricing depends on the fleet's volume,
creditworthiness and other factors,
though some factoring companies
standardize rates more than others.

As with any contract, the fine print can
contain important terms. Some otherwise
nonrecourse agreements could become
recourse affer a certain amount of

fime. There could be fees for moving to
another factoring company or ending the
relationship. The factor could attempt to
require you to factor all your business, not
simply the difficult accounts.

The proliferation of smartphones has
played a big role in the growth of
factoring and newer versions of quick pay
services. Phones serve as customer portals
for access to invoice creation/scanning
and transmission, broker credit checks or

credit lines. Mobile based services have
reduced the hassles associated with
mailing paperwork, greatly speeding up
the process.

Nonrecourse arrangements most often
require a credit OK from the factoring
company to factor one of a broker’s
invoices. Most companies give a yes or
no to any individual broker. In the past, a
frucker might need to call in to the factor
for the credit check, but most today offer
self-serve portals online.

CREDIT CARDS.

It is useful fo have a business credit
card. However, owner-operators often
spend too much because using the
card is seemingly painless. Yet if a credit
card balance is not paid off at the end
of each month, the interest charges,
sometimes exceeding 18%, can mount
rapidly.

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 reporfing companies to send

you a free copy of your credit report,

on request, once a year. Visit www.
annualcredifreport.com.

If you're going to use credit cards, reap
the benefits of use by selecting one with a
rewards program. Many credit cards have
programs that reward use of the card
with merchandise, fravel 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. Study offers
carefully, because high annual fees and
interest rates can wipe out the value of
rewards.

ALTERNATIVES TO
CREDIT CARDS

Various fuel cards are available to
independents looking to combine
maximum fuel discounts with the
accounting aspects of a debit card fied
fo a fraditional bank account. For single-
fruck and other small fleets, some fuel
networks can be opted info for discounts
off the cash price. Some offer funds
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management through mobile apps.
Some fuel networks and cards are
available through private companies

and some are offered through trucking
frade groups, such as the Owner-
Operator Independent Drivers Association
and the National Association of Small
Trucking Companies. Some programs
offer discounts comparable to large-fleet
volume discounts.

GUARDING YOUR
IDENTITY

Truck drivers are vulnerable not only

to financial loss and a frashed credit
score from identity theft but also to legal
complications that can threaten their
livelihood. They're also more at risk of
having personal data compromised than
most people because of their constant
fraveling and other factors.

There are dozens of ways people can
have their identities compromised, but
here are some key areas where truckers
are particularly vulnerable:

DRIVER’S LICENSE.

One routine practice that puts drivers

at risk is having to show their driver’s
license to shippers and receivers, who

in some cases even copy it. Keep track
of where you have shared your license
information. If a shipper or receiver
makes a copy, keep arecord of the
name of the employee who copied it,
the date and the company name. You
also should try to watch how your license
is handled since it could be scanned
quickly with a smartphone app. With your
license information, thieves have all they
need to Google you and collect more
information.

PUMPS AND ATMS.

Skimming devices, installed af fuel pumps
and ATMs, can be used to collect credit
and debit card information. If you notice
the keyboard or card slot appears to be
loose or otherwise ill-fitting, or if it's difficult
to scan your card’s stripe, it's likely a
skimming device. Two precautions are

to avoid fuel pumps that can't be seen
easily by fruck stop personnel and to
avoid ATMs in low-fraffic locations.

Additionally, you should cover any
numbers you enter on a keyboard at
a pump or ATM. Even if thieves aren’t
standing close by to watch, they can
use small hidden cameras to collect
information.

MAIL.

Drivers who don't return home nightly
should recruit someone to pick up their
mail daily or rent a post office box. To be
extra cautious about theft of outgoing
mail with personal data, deposit it in U.S.
Postal Service collection boxes instead
of your home mailbox. Likewise, shred
papers with sensitive information before
leaving them for garbage pickup.

WI-FI NETWORKS.

Be wary of using public wi-fi af fruck stops
and elsewhere to check bank accounts
and other personal data. A crook on the
same Wi-Fi network could collect that
sensitive information.

CARGO THEFT.

Identity theft also can be used for
cargo theft that could derail an owner-
operator’'s career. Suppose a thief with
commercial driving skills collects enough
information on another driver to create
a fake I.D. and pose as that driver. They
then could go out and take a couple
loads or get paid for a load and not
deliver it. At that point, the victim's whole
business has been compromised.

LOOK FOR BIG UPSIDE
POTENTIAL

Before the housing market showed

visible signs of impending doom, a
scattered handful of clever guys studied
mortgage data that seemingly smart
people overlooked. The few independent
thinkers, and later others, placed virtual
befts 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 profits if they were
right. They were.

Likewise, most owner-operator businesses
stick to a leased operation with ordinary
freight. That's fine for an operator who's
safisfied with his nef income. Those with

large incomes, though, almost always
have grasped opportunities others
overlook.

It could be shippers ripe for the picking
by a small independent operator. It
could be niche hauls that require special
frailers, elaborate securement or tedious
government clearance. Making these
moves requires risk, money and time,

but the refurn can be substantial. Such
opportunities increase on the recovery
end of economic cycles. It's easy in the
flush of good fimes to forget lessons so
clearly illustrated during hardship. It's best
to have a good memory.
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