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EDITORS’ NOTE Paul Goodman, 
CPA, PFCI, and Derrick Myers, 
CPA, CFP, love a good financial 
management challenge, 
however big or small. Send 
your questions to fmeditor@
safnow.org, and we’ll challenge 
the experts to tackle them in 
an upcoming article.  

BY DErrICk MYErS, CPA, CFP , PFCI

Hit The 
ROAD

High or low deductible? New or used 
van? Find out what works for you.
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is that you know what each of your 
vehicles is costing you: for purchase, 
operation and repairs. Understanding 
these numbers will allow you to find 
out which way works best for you and 
your business. 

Refer to the charts above. Although this 
is not an inclusive list, is does provide 
you with some points to consider. 

Derrick P. Myers, CPA, CFP, PFCI, is 
vice president of Crockett, Myers & 
Associates Inc., a financial manage-
ment and accounting form that has 
been working with florists for more 
than three decades. Derrick@crock-
ettmyers.com

Q: I’ve invested in three new 
vehicles over the past year. 
Weeks after I bought the 
last vehicle, my driver got 
into a fender bender and 
crunched the front corner 
of the van. I typically have 
higher deductibles on my 
auto insurance policies and 
self-insure all repairs, but 
since this is a new fleet and 
the repairs are expensive, is 
this still the best approach?
> Insurance is great when you need 
it, but nobody wants to pay for more 
than they need or pay too much for 
what they do need. You must consider 
many factors when setting the deduct-
ible on your vehicle policies, but they 
all basically help you determine how 
much you can afford to pay out of your 
own pocket when things go wrong. 
(And we all know that things will go 
wrong.) Here are some of the factors 
to consider:

How many vehicles are in your 
fleet? Consider that, in the worst-case 
scenario, your deductible could be 
multiplied by the numbers of vehicles 
you own in any given year. Unlikely? 
Maybe so, but if you only have one, 
two or maybe three vehicles, this is a 
very real consideration. As your fleet 
becomes larger, this is less likely to 
occur. 

This is the whole premise of insur-
ance. Insurance companies know that 
everybody pays premiums, but not ev-
eryone will be in an accident. The com-
panies make money off of the people 
with no accidents and use some of that 
money to pay the claims of those who 
do have accidents. Through careful 
calculations and analysis, insurance 
companies can determine how much 
they need to charge everyone in premi-
ums in order to make a profit.

How much money can you afford 
to part with each time you have an ac-
cident? Many florists don’t have large 
cash reserves, so they don’t have a lot 
of cash to put out if their vehicle is in 
an accident. In this case, they need a 
lower deductible. If you have sufficient 
cash reserves to pay for some of the 
cost out of the business, then you can 
increase the deductible.

At what point do you actually save 
more money on the policy by having a 
lower deductible than you stand to lose 
by paying a larger deductible? If your 
fleet is large enough, you can increase 
your deductibles and take advantage 
of the lower premiums. Odds are that 
you will win in the long run. Look at 
the claims you have had over the last 
several years. Did you have to meet 
your deductible? How many times? 
Compare that to the amount of savings 
you get by increasing your deductible. 
At what point do the premium sav-
ings exceed your typical out-of-pocket 
expense? That is your tipping point. 
Once you are over that point, you will 
likely profit from self-insuring a larger 
deductible.

Here is an example of how you 
might apply the information:

Let’s say that you pay auto insur-
ance premiums of $3,000 per year and 
have a $500 per-accident deductible. 
After doing some research, you deter-
mine your drivers average about one 
incident every three years that causes 
you to use (pay) your full deductible. If 
you raise the deductible to $1,500, that 
in turn could lower your premiums to 
$2,500. Replace highlighted text with: 
So you’d be paying $7,500 over three 
years ($2,500 x 3) instead of $9,000 
($3,000 x 3), saving $1,500 in premi-
ums. If you have one accident ($1,500 
deductible), it’s a wash; but if you go 
incident free for another year, you come 
out ahead by $500. Essentially, you are 
taking on part of the risk; if you have 
an incident before the tipping point is 
reached, you lose.

Q: Should I purchase an 
old or a new vehicle?
Although personal preference is a 
big factor in this question, there are 
a lot of pros and cons to buying new 
or old vehicles. Some of the shops 
I work with buy all of their vehicles 
new. Their hope is that the newer 
vehicles will have a longer life with 
fewer repair bills. Other shops like to 
buy lightly used, low-mileage vehicles 
at discounted prices in the hope that 
the savings on a smart purchase will 
more than cover any repair bills that 
may come along. The important thing 

new vehicLes

used vehicLes

Pros Cons

Lower repairs bills Higher purchase 
price

Comes with a 
warranty plan

Large drop in 
value quickly

Better interest 
rates on financing

Insurance costs 
are higher

Newer options 
(buit in GPS, etc.) 
save money

Bigger monthly 
payments

Safer

Pros Cons

Lower purchase 
price

Higher repair bills

No significant 
drop in value after 
purchase

No or limited 
warranties

Lower insurance 
costs

Higher interest 
rates on financing

Smaller monthly 
payments

Older technology 
and options

Older safety 
standards


