UNDERSTAND THE TYPES OF
COVERAGE AND WHAT YOUR

OPERATION REQUIRES

After the fruck payment, truck insurance is
one of an independent owner-operator’s
biggest fixed costs, 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
financial ruin.

THE COST OF PROTECTION

Insurance expenses can add up quickly,
which is why many owner-operators
budgeft their premiums a year ahead.
Your age, your driving record, the age
and condition of your equipment, the
commodities you haul, the lanes you
run and state requirements all affect
insurance costs, but an owner-operator
with a new truck and trailer and his own
authority is likely to pay:

e $8,000 to $10,000 a year for $1
million in primary liability insurance.
This covers damage or injury done
fo others in an accident.

$5,000 a year for physical damage
insurance. This covers damage
done to your truck and trailer in

an accident.

$1,000 or more a year for cargo
insurance. This covers damage

fo or theft of the load you're
hauling. Typically, $1,000 or $2,000
deductibles are available.

$630 or more a year for $1 million in
non-trucking-use liability insurance.
Often called "bobtail insurance,”
fhough not necessarily the same,

this covers damage or injury to
others in case of an accident while
you're not under dispatch.

All that insurance totals $13,000 to
$17,000 per year, assuming a safe driving
record. Cited speed demons can pay
much more. For liability insurance, newly
established owner-operator businesses
in some cases pay that much for liability
alone.

Leased owner-operators generally carry
just as much truck insurance but pay for
less of it themselves. The leased operator
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, typically physical damage and non-
frucking liability insurance. Some fleets
charge the owner-operator for primary
liability and cargo insurance, usually by
taking a percentage of all settlements,
but other fleets absorb it as part of the
cost of doing business. Owner-operators
shopping for bobtail (operating without
the frailer) or non-trucking (personal use)
liability 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. This costs more in
most cases, but its advantages include
more confrol of your coverage, a closer
business relationship with your agent

and a speedier reply when you have an
emergency. Better yet, independently
purchased insurance is portable, so if
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you and your fleet part ways, you're still
covered en route to the next orientation.
Before you can be assigned a load, you'll
have to show your carrier proof you have
all the coverage it requires.

LIABILITY INSURANCE

If you are operating under your own
authority, you are required by federal
law to carry liability coverage, usually
$300,000 to $1 million. FMCSA sets

the minimum requirement for liability
coverage based on the criteria submitted
when the authority was processed. This

is to protect you in a major accident in
which you are at fault. You may want

to consider higher coverage since a
catastrophic truck accident can cost
many millions of dollars. Many shippers
require carriers they use to carry $1 million
in liability.

Because primary liability insurance is the
law, it's standard in lease agreements.
Remember, though, that just because
your carrier is insured against damage
you cause, it won't necessarily be on
your side in case of an accident. For that
reason, some leased owner-operators opt
to buy liability insurance independently of
their carriers.

For most, however, having liability 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 fime-consuming
liability coverage can be, particularly
when starting up a first-time business.
While a damage policy commits the
insurer to paying only the current value of
the truck, a typical primary liability 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 earns the insurer only
about $6,000 a year in premiums.

Small wonder that the insurer, before
signing that contfract, wants every
assurance that nothing 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
practices.

PUT AN INSURANCE
AGENT ON YOUR
TEAM

Many owner-operators, whether
leased or independent, rely upon a
dedicated fruck-insurance agent. An
agent who knows the trucking industry
and your business plan can help
assure you're always covered and
can make your premiums.

Get the company’s name, and
check it out for free at the A.M. Best
website (www.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
furnarounds 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 yourrig is in the
shop?

How quickly can you reach
the agent in case of
emergency? This isn't

just a convenience for the
policyholder; good insurers
want to be nofified as
quickly as possible in case of
an accident.

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. Bundling
different coverages with one insurance
company also can help, since most
insurance providers offer combined
deductibles, meaning in the case of an
accident, the driver will have to pay only
the typical $1,000 deductible once to

Does it have a 24-hour claims
hotline numbere

Can you reach your personal
agent quickly, perhaps through
a cellphone number?

Don't call your agent only in an
emergency, though. Even drivers with
2 million safe miles need to checkin
with their agents regularly. Let your
agent know when anything changes —
new equipment, new routes or a new
driving partner. Call whenever you're
considering hauling something unusual,
such as a reefer load if you're typically
a dry van hauler.

cover a damage and liability claim.
With more fleets adopting in-cab video
cameras, both road-facing and driver-
facing, it's possible in-cab video systems
one day will become a precondition to
getting insured — or more likely a factor
that can lead to premium discounts,
something happening in some quarters
today. Some insurance providers,

while not offering such premiums, will
offer owner-operators a discount on a
dashcam purchase or, in rare cases, pick
up the cost themselves.
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DAMAGE INSURANCE

The law does not require physical
damage insurance, but lenders do. A
damage policy will pay no more than the
value of the equipment at the fime of the
accident. In other words, you won't get

a new fruck out of a damage claim, even
if your present truck is totaled. The insurer’s
preference always is to go the cheapest
route, which usually is repairing the truck
you have. Af best, you'll get enough to
buy another truck of the same age and
mileage.

A typical damage premium is anywhere
from 3% to 5% of the truck value, or $3,000
to $5,000 for a truck worth $100,000. A
bad driving record, however, can bump
the cost to 8% a year or more - if you

still can get damage insurance at all. If
you buy damage insurance from a truck
dealer financing your truck, your truck
payments are higher, and your interest
costs go up. It may be less expensive to
get insurance through an independent
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 settlement 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 fruck than it's actually worth due

to depreciation, a damage seftlement
may not be enough fo make the rest

of the payments on the totaled rig. If
you're driving a new fruck or a used truck
not 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. If the market value of your truck
is $60,000, but you have a loan balance
of $70,000, you would be short $10,000 to
pay off the loan in the event your fruck
was totaled. Gap coverage would make
up the $10,000 shortfall.

DAMAGE DEDUCTIBLES

Besides the premium, the other important
number in a damage 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 premium.

Ask your agent for a range of prices

at various deductibles, low fo 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 business. If

the deductible in your fleet policy is too
high for comfort, you can buy insurance
that will pay that deductible for you.
Such “deductible buyback” insurance
generally is cheap.

COVERAGE OF OTHER EQUIPMENT

Any tfruck equipment not covered in a
basic damage policy — such as auxiliary
power units, tarps, binders and 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 replacing afterward. Boilerplate
damage policies typically cover only
permanent manufacturer-installed fixtures
on the truck, not added exiras such

as satellite radio or chrome. All can be
covered for a small fee, but the insurance
company has to know the items are
there.

CARGO INSURANCE

The federal government ended its
requirement for $5,000 in cargo coverage
for inferstate carriers in 2011, but shippers
continue fo require it of carriers hauling
their freight. Fleets typically buy $100,000
on the owner-operator’s behalf, which

is the amount mandated by many
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shippers. Specialty haulers can carry

far more. The fine print in some lease
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 higher
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.
See what your policy covers before an
emergency oCcurs.

NON-TRUCKING-USE LIABILITY
INSURANCE

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 dispatch” sometimes has to be
determined in courfrooms. Courts have
held that even a bobtail frip home can
be considered under dispatch, since the
route is defermined by where the fleet
most recently sent the driver. Sometimes
the fleet’s insurance company refuses to
pay a claim, arguing the owner-operator
was not under dispatch atf the tfime,

and the owner-operator’s insurance
company likewise refuses to pay, saying
he indeed was under dispatch. In these
cases, the owner-operator is caught in
the middle and probably needs a good
lawyer himself. Non-trucking-use liability
coverage is required by the majority of
carrier leases. The cost is typically $50 or
more per month.

INSURANCE TO DEFEND AGAINST LITIGATION

There is plenty for owner-operators,
especially independents, to learn
from bigger carriers that have been
targeted in questionable litigation.
Making smart choices about where
to spend your money to ward off
risk, chiefly in the area of liability
insurance, could be key to your
survival if you collide with a four
wheeler.

Excess liability insurance. The threat
of litigation is ever-present in the
event of an injury or fatality accident,
and that even goes for accidents
where you might not expect litigation
to rear its head.

Some carriers carry extra liability
insurance — an extra $1 million or more
above the standard $1 million policy.
Doing this will increase your premium,
which can be offset with a higher
deductible if you have the resources
to pay for most smaller accidents.

It seems wise to have as much
protection as you can afford. Yet
the more you have, the more likely
it is that an abnormally high post
jury award ulfimately will result in a
seftlement near or equal to the limits
of whatever you carry, increasing
costs for you and your insurer.

Given these dynamics and the
minimum $750,000 in government-
mandated required liability coverage,
it's no wonder trucking businesses are
a target for plaintiff’s attorneys.

Many small fleets’ insurance policies
have no deductible, meaning the
fleets pay no part of any insurance
claim directly. Insurers, thus, for the
maijority of those smallest fleets are
more inclined fo settle out of court if
they have a sense that a drawn-out

court case could go awry toward a
high award.

Excess liability insurance is at least
cheaper than the primary policy for an
owner-operator with his own authority.
While the first million in coverage could
run from $5,000 to $10,000 or more in
annual premiums, you'd likely only be
looking to add $1,250 to $1,500 for that
extra million in coverage.

Camera and ELD evidence. Much of
the monitoring equipment that many
larger carriers are investing in also gives
them a critical edge in legal disputes.
Video cameras, which also are used in
ongoing training for drivers who exhibit
unsafe habits, also can prove what
really happened in a crash. Electronic
logging devices, beyond their primary
function, can remove a common line
of legal aftack by encouraging and
proving bedrock compliance with
hours of service regulations. Road-
facing and driver-facing cameras can
prove helpful in the event of a crash,
as the driver-facing camera can help
prove you weren't on the phone or
doing something else to distract your
aftention from the road when the
accident occurred.




