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To the Honorable
the Common Council
City of Milwaukee

Dear Council Members:

The attached report summarizes the results of our Audit of City of
Milwaukee Fleet Management: Automobiles and Pickup Trucks. The overall objective
of the audit was to evaluate policies, organization, management practices and controls in
the purchase, assignment, use and repair of the City’s automobiles and pickup trucks.

Based on actual miles driven in 2003, the audit disclosed that the City’s
vehicle fleet is too large, leading to an excessive budget and very high per mile costs. The
audit makes 12 recommendations to improve management of the City’s automobile and
pickup truck fleet.

Audit findings and recommendations are discussed in the Audit Questions
and Conclusions section of the report.

The Department of Public Works is preparing a response to the audit
which will be transmitted to the Common Council under separate cover.

Appreciation 1s expressed for the cooperation extended to the auditors by
the staff of the Department of Public Works.

Sincerely,

v RICS
Comptroller

Room 404, City Hafl, 200 East Wells Street, Milwaukee, Wisconsin 53202-3567. Phone: (414) 286.3321, Fax: (414} 286-3281 e 42



Audit Scope and Objectives

The objective of this audit was to evaluate policies, organization, management practices
and controls in the purchase, assignment, use and repair of the City’s automobiles and

pickup trucks. The two major questions addressed by the audit are:

I. Are the size and cost of the City of Milwaukee vehicle fleet appropriate?
II. Does DPW-Fleet Services prepare and timely execute a regular vehicle

maintenance schedule?

The scope of the audit included 627 City automobiles and pickup trucks in service m
2003. 1t did not include law enforcement vehicles such as Police patrol cars, or vehicles
used for specialized activities such as construction. Also, the audit did not include
vehicles owned by related City entities such as the Redevelopment Authority.

The audit included interviews of personnel in the Operations Division of the Department
of Public Works (DPW) responsible for purchasing and maintaining vehicles, as well as
personnel in the Fire Department, Department of Neighborhood Services, and DPW-
Water Works responsible for vehicle operations. The audit reviewed data from DPW
fleet management system and how that data is being used to manage the {leet. The audit
examined utilization and repair records related to a randomly selected sample of 67 of the
627 City automobiles and pickup trucks. Also, information was obtained on the fleet
management practices in other governments from the National Association of Fleet

Administrators’ Fleet Policy Development Resource Guide, as well as a recent survey of

its members.

Organization and Fiscal Impact

The Fleet Services Section in the DPW Operations Division maintains, repairs, and
repiaces City of Milwaukee fleet equipment, including a variety of specialized vehicles.
The automobile and pickup truck fleet totals 627 vehicles, with 584 of these vehicles
maintained by DPW and the remainder maintained by the Fire Department, Police
Department and the Port of Milwaukee. The 584 vehicles maintained by DPW are either
assigned to DPW and other departments’ work groups and individual employees, or to the
DPW auto pool used by all City departments. DPW utilizes a fleet maintenance

information system known as the “Fleet Anywherg” system.



Over the last three years, DPW operating expenditures for fleet maintenance and repairs
by the Fleet Service Section have averaged $11.5 million a year. These expenditures
relate to all equipment maintained and repaired by DPW Fleet Services, including
vehicles assigned to other City departments. Also, over the paét three years, DPW capital
expenditures for vehicle purchases have averaged $4.0 million a year. The total dollar
amount of DPW Fleet Services equipment purchases has grown by 185 percent from
2001 to 2003, or gbout $1.85 million annually. See Table 1 below for the summary of
DPW Fleet Services operating and capital expenditures.

The expenditures cited above do not include vehicle operating and capital expenditures
budgeted mn the Sewer, Water, and Parking funds, and in other non-DPW departments
such as the Milwaukee Police Department, which is responsible for the purchase,

maintenance and repair of its own fleet,

Table 1: City Fleet Services Expenditures (2001-2003)
2001 2002 2003
Operating Expenditures S11.4M | §11.7M | $11.4M

Capital Expenditures

- Car Purchases 5 - $ - $334K
- Pickup Purchases $I87K ; $203K | $203K
- Equipment Purchases $2M | $35M | $5.7M
Total Capital Expenditures $22M ¢ $3.7M | $6.2M
Grand Total $13.6M | 8§15.4M | $17.6M

Source: DPW Operations Division Staff




Audit Questions and Conclusions
I Are the size and cost of the City of Milwaukee vehicle fleet appropriate?

The audit indicates that the City’s vehicle fleet is too large, resulting in inefficient

utilization and excessive cost.

As shown in Table 2 below, 61 percent of the City autos and pickup trucks included in
the audit were driven less than 6,000 miles in 2003. Over 85 percent of these vehicles
were driven less than 10,000 miles. The total 584 City autos and pickup trucks managed
by DPW Fleet Services traveled about 3.4 million miles in 2003, averaging 5,874 miles

per vehicle.

Table 2: 2003 Automeobile and Pickup Truck Miles Driven

Miles Driven | Number | Percent | Cumulative Average
Percent Miles Driven
Under 2000 741 127 % 12.7% 1,166
2000-3999 151 259 38.6 2,931
4000-5999 131 22.4 61.0 5,059
6000-7999 83 14.2 75.2 6,960
8000-9999 59 10.1 85.3 9,005
Over 10,000 86 14,7 100 13,135
Totals 584 100% 5,874

Source: DPW Fleet Services “Fleet Anywhere” vehicie information system

The audit sampled 2003 vehicle fleet records on 67 vehicles for an analysis of auto and
pickup truck usage. The average mileage per auto in the sample was 4,504, Exhibit C
estimates the total cost per auto mile at $0.70 to $0.95. The average mileage per pickup
truck in the sample was 6,735, with total cost per pickup truck mile estimated at $0.69
to $0.85.

In 2003, the National Association of Fleet Administrators (NAFA) surveved its members
The
respondents to that survey included 140 governments, 37 of which reported using a

regarding mileage standards used to determine whether vehicles are needed’.

minimum mileage standard to justify the continued retention of a vehicle. The median
standard used by these government respondents was a minimum of 10,060 miles

" NAFA surveyed all members (respondents included 108 Government and 32 Law Enforcement). NAFA
personnel stated that the names of the specific respondents are confidential.
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driven per vehicle, per year. As shown in Table 2, less than 15 percent of City
vehicles would have achieved this minimam usage standard in 2003. In addition,
NAFA’s Fleet Vehicle Policy Development Resource Guide reports that data from
selected corporate, government, university and law enforcement fleets found mileage
standards ranging from 6,000-15,000 auto miles per year. Therefore, the average miles
driven by City vehicles in 2003 falls well below these minimum fleet industry standards,

indicating an excessive number of vehicles in the City’s fleet.

The excessive number of City vehicles and resulting low usage lfead to an exceedingly
high cost per mile driven (see Appendix 1). The Internal Revenue Service’s 2004 full
cost standard for income tax deductible auto usage totals $0.375 cents per mile’. This
standard mileage rate is based on an annual study of the fixed and varable costs of
operating an automobile. These costs include an annualized cost of purchase, insurance,
repair, maintenance, etc. At $0.69 to $0.95 per mile, the average per mile cost of
operating a City vehicle in 2003 is 2 to 2 ¥ times the IRS cost per mile standard.

Over the last three years, the annual cost of operation and replacement for all vehicles in
the City’s fleet ranged from $14 million to $18 million. By increasing average automobile
and pickup truck utilization to, say, 10,000 miles per vehicle annually, these 3.4 million
vehicle miles driven in 2003 could be provided to City department users with as few as
340 vehicles, with a resulting auto and pickup truck fleet reduction of over 40 percent,

Therefore, fleet reduction efforts would provide a substantial savings.

The major reasons why City fleet size and per mile costs are excessive include:

A. There is a lack of Citywide fleet management standards and enforcement. Little
emphasis is placed on cost control.

B. City vehicles are assigned to City departments in a manner that may lack
sufficient flexibility, leading to low utilization. Too many individuals and small
work groups may be assigned vehicles. More vehicles may need to be assigned to the
City-wide vehicle pool and larger departmental work groups.

C. The annual budget process provides little opportunity for a “zero based”
analysis of vehicle needs in user departments. Budgeting for City vehicles is
fragmented and for many City departments, minimizes their incentive to lower vehicle

related costs.

-
£

WWW.ITS. 00V ~ The IRS mileage rate is based on a study conducted by Runzheimer International of
automobile operating costs,



These issues are explained further below with related recommendations to address the

1ssues.
A. There is a lack of Citywide fleet management standards and enforcement.

The current operation of the City's vehicle fleet 1s decentralized with little central
guidance or oversight. Most decisions regarding vehicle retention and assignment are
made by user departments without the aid of Citywide policies or standards. DPW and
other user departments request vehicle acquisitions as part of the annual budget process

without the aid of meaningful Citywide policies or standards.

DPW Fieet Services Section sees its role as principally a service provider to DPW
Divisions and other vehicle user departments. This service orientation is a strength.
However,. the audit found little evidence of fieet management and cost control by DPW.

» No manual of City vehicle usage policies exists. DPW’s current practices indicate
netther a perceived responsibility to establish vehicle usage standards nor the
authority to enforce those standards.

There are no minimum mileage standards for justifying continued user department

A7

vehicle retention.
DPW Fleet Services Section maintains a vehicle management information system

\77

with the capability to provide a variety of useful information which would assist in
evaluating vehicle cost, usage and assignment. However, for the most part, this
capability has not been utilized.

The personal use of City of Milwaukee vehicles is prohibited based on a statement in
a DPW Buildings & Fleet Safety Manual. However, there is no clear definition of
“personal use”, making it likely that City departments are applying different rules
related to the use of City vehicles for trips to and from work, to and from lunch,

A7

personal trips during work hours, after-work usage, efc.

» The use of City vehicles for commuting to and from work is permitted in some City
departments where an employee’s supervisor believes that the nature of that
employee’s job demands it. Commuting to and from work by individuals who take
City vehicles home is not considered personal use. Further, logs of commuting
mileage incurred by individuals assigned a City vehicle are not required.

State of Wisconsin rules require employvees to reimburse the State for personal use of
State vehicles, including commuting to work®

3 Fleet Management Polices: Wisconsin State Government (Date of Release — July 1, 2004, pg. 131,
6



Department of Neighborhood Services inspectors who are assigned vehicles are
required to complete a daily activity report. This report lists locations visited, work
completed and vehicle mileage. This is the exception rather than the rule in the City.
In most cases, employees who are allowed to take City vehicles home are not required
to report commuting mileage to and from their homes. A report of vehicle usage by
DPW personnel who take vehicles home was made available by Fleet Services.
However, the vehicle usage in this report was based on employee estimates rather

than actual logs of commuting miles driven.

Recommendation 1: Assign DPW Fleet Services full authority to manage
the City fleet

The Mayor and Common Council should assign DPW overall authority and responsibility
for the management of the City’s vehicle fleet. DPW Fleet Services could then assume
responsibility to minimize the cost of the City’s vehicle fleet, as well as providing user
departments with the needed vehicles, repairs and maintenance. This would include the
development and enforcement of City vehicle assignment, retention and replacement
standards and 2 clearly defined written policy regarding the personal use of City vehicles.

Recommendation 2: Survey fleet management practices of comparable
organizations

Once the Mayor and Common Council have approved this consolidation of City fleet
management authority, DPW should survey the practices of other vehicle fleets
comparable to those of the City to establish minimum mileage standards for all user
vehicles. Failing to meet this standard would require return of the department assigned
vehicle to the City’s vehicle fleet. Exceptions could be granted where a unique
department service requirement, such as for minimum coverage requirement, short

response time, etc,, can be demonstrated.

Recommendation 3: Develop a Vehicle Usage Policy and Procedures
Manual

DPW should develop policies and procedures defining and guiding the assignment and
use of City vehicles. These should be documented in a Vehicle Usage Policy and
Procedures Manual, including a glossary defining all terms used. These policies and
procedures should define and guide the personal use of City vehicles by City employees

7



including City reimbursement requirements. All personal miles should be reported to and
monitored by DPW Fleet Services throughout the year based upon employee logs of miles
driven in City vehicles. All commuting miles should be reported and monitored.

B. City vehicles are assigned to departments in a manner that may lack
flexibility, leading to low utilization.

A review of DPW wvehicle assignments to individual employees and work groups
demonstrates that such assignments do bear a reasonable relation to the job duties
assigned to those persons and groups. Typically, vehicles are assigned to inspectors,
meter readers, and other jobs requiring extensive day-to-day travel. However, vehicles
can be under utilized when assigned to individuals and small work groups without
extensive day-to-day travel requirements. The audit sample showed that the highest
average auto mileage (over 7,600 miles per auto) was achieved by vehicles in the
Citywide auto pool — the vehicle assignment method providing the most flexibility.
Providing more flexibility in vehicle assignment will be necessary if the size of the City

fleet 1s to be reduced substantially.

DPW Fleet Services reviews annual department requests for replacement, looking at the
age, condition and mileage of the existing vehicle. However, often due to budget
consiraints, vehicle replacement is not permitted. DPW Fleet Services attempts to keep
the vehicle fleet as close to its optimal average age as possible. The audit sample
determined that 41 of the 67 vehicles 1 the sample were beyond their DPW defined
optimal (8-10 yr.) replacement age.

Recommendation 4: Conduct a study to reduce fleet size for the 2005
budget

Following the consolidation of vehicle management authority in DPW Fleet Services and
the establishment of fleet assignment and retention policies, DPW and the Department of
Administration (DOA} Budget and Policy Division should conduct a comprehensive
study of the current vehicle fleet with the objective of reducing fleet size.

Aided by an established minimum mileage standard, this study would identify unneeded
vehicles for transfer (eg, to the Citywide pool or a larger work group) or sale. As older
vehicles are removed from the fleet, this would reduce the age of the fleet and associated



repair and maintenance costs. Vehicle replacement costs would also be reduced as

vehicles are pared from the fleet.

This study would include the usage review of all vehicles currently assigned to
individuals for consistency with demonstrated job travel demand and the “minimum
mileage” criterion. The study should produce added revenue from vehicle sale proceeds
and operations cost reductions to begin in the 2005 budget. A similar examination should

no doubt also be initiated for Sanitation vehicles as another large City vehicle fleet.

Recommendation 5: Prepare an Annual City Fleet Management Utilization
Report

Beginning as soon as possibile, DPW should prepare an Annual City Fleet Management
Utilization Report to the Mayor and Common Couneil. This report would present and
analyze essential cost and availability information and trends, including trends in key fleet
performance indicators (see recommendation 12 below). The report would anticipate the
next year’s budget, including initiatives to improve fleet services, reduce fleet size and

control other operational or capital costs.



C. The annual budget process provides little opportunity for a “zero based”
analysis of vehicle needs in user departments.

DOA-Budget and Policy Division analysis of DPW budget requests focuses on the
programmaiic changes necessary to meet DPW’s budget allocation. With regard to
budgeted vehicle purchases, DOA-Budget attempts to keep the average age of each class
of vehicle as close as possible to the optimal average age determined by DPW-Fleet
Services Section. The number of vehicles purchased in a given year is often limited by

City tax levy constraints.

In addition to DPW Fleet Services, four other City departments purchase vehicles for
their own use: Milwaukee Police Department, Milwaukee Fire Department, Water Works
and Port of Milwaukee. These departments include the purchase cost, maintenance and

repair costs of their vehicles entirely within their respective department budgets,

DPW-Water Works personnel stated that vehicle replacement decisions are based on an
evaluation of the condition of current vehicles. Water Works-Distribution Section uses a
seven vear replacement cycle which is fracked on a manual spreadsheet. This Section
indicated that mileage, repair and maintenance records are reviewed as part of

replacement decisions.

Milwaukee Fire Department personnel stated that vehicles are replaced based on their
history, age and condition. All vehicles are categorized into the following four classes:
suburbans, passenger vehicles, pickups and specialty vehicles. Fire Department Bureau
of Construction and Maintenance personnel stated that their intention Is to replace two
vehicles in each class annually. However, this schedule is often modified due to budget

limitations.

DPW Fleet Services purchases vehicles in the Citywide vehicle pool as well as vehicles
assigned to all other depar’tmemsh except the above. These user departments are
charged only for maintenance and repair costs, excluding any vehicle purchase cost.
DPW divisions which use Fleet Services vehicles are not charged at all for their use. In
failing to include a portion of the vehicle purchase price each vear, this budgeting
approach minimizes user department incentives to reduce vehicle related costs.

10



To meet budget allocation caps, DPW has limited the number of vehicles purchased by
DPW Fleet Services in recent years. This has resulted in both reducing past vears’
vehicle purchase budgets in Fleet Services and extending the useful life of the existing
vehicle fleet. For example, while $334,000 worth of autos were purchased in 2003 by

Fleet Services, no autos were purchased during 2001 or 2002,

The audit sample determined that 41 of the 67 vehicles in the sample were beyond their
DPW-targeted 8-10 year replacement age. But based on the historic low annual mileage
for current City vehicles, it is unclear what if any impact this aging flect has had on repair
costs, vehicle downtime, etc. No informaticn was available from DPW - Fleet

Services to assist in answering this question.

The overriding City objective must be to provide the needed employee transportation
services at minimum taxpayer cost. In certain instances this could mean considering

transportation altematives to the use of City owned vehicles.

Recommendation 6: Implement minimum mileage and preventive
maintenance policies

City departments should be subject to the same minimum mileage and preventative
maintenance policies as established by DPW Fleet Services for City owned vehicles.

Recommendation 7: Charge vehicle usage at full cost including
depreciation

DPW Fleet Services should add an annual vehicle depreciation charge in its vehicle usage
charge schedule to reflect an annual purchase cost factor. Without increasing total City
costs, this charge will more than double the current charges assessed to user departments,
thereby providing a new incentive for vehicle user organizations to minimize the number

of vehicles assigned to cach department.

i1



Recommendation 8: Examine vehicle repair and downtime data

DPW Fleet Services should analyze available repair and downtime information to
determine the net financial and operational impact of extending the useful life of City
vehicles beyond the recommended 8-10 years. Lower mileage vehicles could reasonably
be expected to have a longer useful life. Presumably, once the City vehicle {leet has been
reduced to an appropriate size, any downtime caused by vehicle aging condition would be

minimized,

Recommendation 9: Explore personal vehicle reimbursement and leasing
alternatives

In certain instances, ready employee access to a vehicle is mandatory in spite of low
vehicle mileage due to unique “on-call”, response time or other requirements. In such
instances, DPW Fleet Services and the Budget Office should consider the following
alternatives to a City owned vehicle:

» Use of an employee’s personal vehicle with City reimbursement on a per-mile basis.
($0.375/mile reimbursement versus current $0.69 or more per mile now with City
owned vehicle) Issues such as personal liability would need to be resolved. However,
the City of Milwaukee and virtually all comparable cities already use this method of
business travel reimbursement successiully.

» Leasing vehicles to replace aging City owned vehicles.

Recommendation 10: Consider a separate fleet budget

To raise the visibility and accountability of the fleet management function and its related
costs, the Mayor and Common Council should consider separating the Vehicle Fleet

budget from that of City building repair and maintenance,



II Does DPW-Fleet Services prepare and timely execate a regular vehicle

maintenance schedule?

The andit concludes that a regular preventative maintenance schedule is prepared
and preventative maintenance performed. However, documentation supporting the

specific work completed and items checked was not available.

An audit sample provided evidence that routine maintenance is performed according to a
planned schedule. Departments are required to bring automobiles and pickup trucks to
DPW.-Fleet Services for maintenance every six months or 3,000 miles. The “Fleet
Anywhere” system 1dentifies for Fleet Services personnel when vehicles are scheduled for
preventive maintenance. Needed repairs bevond routine maintenance noted by mechanics

are performed at the same time.

DPW staff indicated that vehicle problems discovered by vehicle users or the repair
technician between scheduled maintenance dates are repaired by Fleet Services as needed.

DPW management also indicated that since defined standard preventive maintenance
procedures are performed at each scheduled date, the specific maintenance procedures
completed are not recorded on the information system. Instead, the audit sample found
that only a “preventive maintenance” notation is indicated. Necessary repairs beyond
scheduled maintenance are recorded. The Fleet Anywhere information system is capable
of producing a report that shows what preventive maintenance was completed and when.
However, this capability is not currently used. The system now reports only when
preventive maintenance was performed, not what specific preventative maintenance work

was completed.

The preventive maintenance procedures performed at scheduled intervals for automobiles
and pickup trucks consist of changing each vehicle’s oil, replacing the oil filter, and
lubricating the vehicle. Mechanics also perform needed repairs of problems they notice at
the time of preventive maintenance. However, mechanics do not use a checklist to guide
or record the specific items examined on the vehicle. (Such a checklist is used to identify

necessary repairs to heavy equipment.)

A recent article in American City and County’ magazine recommends tracking and

reporting  several performance indicators to measure the effectivencss of fleet

* American City & Country Magazine; “Measuring Fieet Performance” (May 2004); pg. 48



maintenance and repair operations. The Fleet Anywhere information system is capable of
providing these indicators. However, that capability is not currently used, so the

performance is now unavailable.

Recommaendation 11: Standardize and document vehiclie maintenance

DPW-Fleet Services should develop and use checklists to guide mechanics™ examination
of automobiles and pickup trucks when scheduled maintenance is performed. Use of
such checklists would ensure that all mechanics perform the same examination and
provide assurance that needed repairs are identified. Also, the specific preventative
maintenance work completed should be documented and entered into the Fleet Anywhere

information system.

Recommendation 12: Develop and report fleet management performance
indicators

DPW Fleet Services should develop a set of Fleet Management Performance Indicators

based on data maintained in its current “Fleet Anywhere” information system to support

its monitoring and reporting of fleet usage and cost. Examples of such indicators:

> Total cost per vehicle classified into annual capital (depreciation) and operating costs.
This could be further classified by vehicle type.

5 Total cost per vehicle mile — could be further classified and monitored by vehicle type
and department.

» Preventative maintenance hours vs. repair hours — measures effectiveness of
preventative maintenance program.

» Fleet availability and downtime — measures extent to which needed vehicles are
available when needed. Again, this could be monitored City-wide and by department.
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Appendix 1

2003 Estimated Cost Per Mile Driven, Automobiles and Pickup Trucks

Automobiles
Estimated 2004 purchase cost: $16,000 to $19,000

Hstimated useful life: 7 to 10 years
Estimated annual depreciation: $1,600 to $2,700

Estimated annual maintenance costs: $1,200 (DPW-Fleet Services’ 2003 automobile
maintenance charge is $99.90 per month.)

Estimated miles per gallon: 24

Average miles driven per year for audit sample: 4,504
Estimated gallons used per year: 188

Estimated cost per gallon: $1.90

Estimated fuel cost per year: $357

Total estimated annual costs

1

Low High
Depreciation $1,600 1 $2,700
Maintenance $1,200 ] $1,200
Fuel $357 $357
Total 33,157 | $4,257

Estimated cost per mile: $.70 to $.95

Pickup Trucks

Estimated 2004 purchase cost: $18,000 to $20,000
Estimated useful life: 7 to 10 years
Estimated annual depreciation: $1,800 to $2,900

Estimated annual maintenance costs: $1,964 per year (DPW Fleet Services” 2003 pickup
truck maintenance charge is $163.70 per month.)

Estimated miles per gallon: 15

Average miles driven per year for audit sample: 6,735
Estimated gallons used per year: 449

Estimated cost per gallon: $1.90

Estimated fuel cost per vear: $853

Total estimated annual costs

I Low High |
Depreciation $1.800 1 32,900
Maintenance | $1.964 1 $1,964
Fuel : SE53 $853
 Total [ $4.617 §5,717 |

Estimated cost per mile: $.69 to $.85
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With a Multi-Year Equipment
Replacement Schedule

Prepared by Fleet Services

March 4, 2005







[
&
P T
g c
3 s
. o
W .3 g
e o %
c o > 2
W ok o
- o £
L T O 2E
m.u O M«m
L
{9
M «W%WM%
W 2
5
w :
L. £
£
B ;
Ko :
7 [EN
o !
- w W,m
p i o
- £ 9
m.w 5
o
whenad
-
L
e
£
o He
O o
J g
a
e
=
D g
-
=N
W
<L

iver

ner Instructor

i

Peter Joneth, Dr

Tra

iver

P

D

¥

lack
iner Instructor

Rich Po
Tra

Mike O'Donnell, Quaiity
Assurance Coordinator







Introduction to the 2005 Fleet Management Study

This 2005 Fleet Management Study and the associated Mufti-Year Replacement Schedule
is designed to respond to two (2) facts: one, the Comptrollers Audit of City of Milwaukee Fleet
Management: Automobiles and Pickup Trucks (2004); and two, the need to perform a periodic
update of the Fleet Study which was last performed in 2001.

This current Study takes into account several current dilemmas presently facing the
City's fleet operations:

» Rising fuel prices will continue fo :mpac‘r both the cost of operating motor equipment and
the size of the "slice of the budget pie” for Fleet Services.

» The tax limitations (TABOR) being pushed at the state level bide for the City to reduce
costs where ever possible, and fleet operations offer a good candidate for these
proactive reductions.

» The City's fleet(s) of equipment has for years been mechanically cared for and
maintained, but very little strategic planning has occurred. This Study is strongly
suggesting that now is a propitious time to begin to centrally plan and control this large
fleet of equipment on a City-wide basis.

» The State of Wisconsin has been in the public's eye due to the large number of take-
home passenger vehicles. Many of these take-home vehicles have had many “personal”
commute miles placed on them with relatively few State "business” miles in comparison.
The State of Wisconsin has been cutting back on these vehicles during the past year and
continues to do so today under public/news media scrutiny.

It has been said that "City services arrive on wheels”. The public pays for these mechanical
wheeled servants, and we owe it to the Citizens of Milwaukee to run our fleet operations like
an efficient business. I hope that this 2005 Fleet Management Study contributes to
further efficiencies at Fleet Services.

Respectfully,

)y.7

Dan Blosser, Fleet Services Manager
City of Milwaukee, Wisconsin
March 4, 2005







City of Milwaukee, WI
Fleet Services
March, 2005

Establish a Passenger Vehicle Use Bench Mark of 300 miles/month
(3,600 miles/year) & Reduce the fleet size accordingly.

Require that all City Motor Equipment be Purchased through Fleet.
Services with subsequent Accurate Record Keeping.

Sell Under-Utilized Surplus Equipment

Replacement program Emphasis on Lowering the Age of Refuse Trucks,
particulary Rear Flipper Trucks

Reduce the Taken-Home Vehicles being taken home at night.

Establish a Pool of Vehicles at the VMB (and other locations) to serve
multiple departments/divisions.

Reduce the Number of Salter/Plow Trucks by 14 old units.

Establish a Damage & Abuse Program to charge user departments for
abnormal wear and tear repairs.

Install Hour Meters on all trucks/equipment above 2-tons.
Reduce Overtime at Fleet Services by 25% during the next 12 months.

Enhance the Preventive Maintenance Program to reduce Unscheduled
Repairs over the next two (2) years by 10%.

Maintain a Multi-Year Replacement Schedule to smooth out the annual
budget for equipment replacements.

Establish a Flat Monthly Vehicle Allowance of $275/month to assist in
elimination of take-home vehicles and of low use vehicles.

Consolidate all Equipment paid for by the citizens of Milwaukee into one
department.







Executive Summary Recommendations—Fleet Management Study

+ All City equipment should be numbered and decaled (liveried) so it cannot
be used for profit.

+ No department should be allowed to retain an old equipment unit once its
new replacement unit has been placed in service (fleet creep).

+ Establish a Fleet Internal Service Fund to assist in separating fleet funds
from other funds, and to make it clear what the true cost of the fleet op-
erations are.

+ Accurately budget the projected true cost of fuel: cheap fuel is a thing of
the past.







Parking Ramp Survey

One aspect of this Fleet Management Study has been fo take a brief 'snapshot’
look at the vehicles parking in the Municipal Building's parking areas, both indoor and
outdoor parking. This survey was done on three (3) days over a two-week period of
time: Friday, January 14, 2005; Thursday, January 20, 2005; and Tuesday, January
25, 2005. This survey is admittedly seasonal in nature in that there was not
sufficient time allotted for this study to do the survey over all four (4) seasons.
Further, staffing levels did not allow for the survey to be conducted every hour of
each survey day.

However, this survey is valuable in that it illuminates how long each vehicle is
parked at this City facility on three (3) different days of a week. On the attached
Exhibit A you will find the data of this survey. Those cells on the spreadsheet
marked as shaded gray [F7] indicate an hour of time on a particular day whena
particular vehicle was parked at the Municipal Building. A cell with a [=] init
indicates that the vehicle was in use and not parked at the Municipal Building. Those
cells witha [ ne | in them indicate that No Check of the vehicle was made for that
hour. On the spreadsheet those vehicle #'s shaded in [ | have an
assigned parking spot on the Upper Parking level of the Municipal Building. Those
vehicle #'s shaded in have assigned parking spots on the Lower Level of the
Municipal Building.

Eighty-nine (89) vehicles on this survey are passenger cars, five (5) are SUV's,
nine (9) are pickup trucks, 14 are small vans, three (3) are passenger vans, and one (1)
is a 1-Ton dump truck.

Conclusions

Hourly usage on the vehicles surveyed ranged from zero (0) use for the times
and days surveyed, to 89% usage (in the case of four [4] vehicles). Most importantly,
the combined group of all 121 vehicles surveyed had a collective usage for this
survey of 26.3%. Stated in a reverse manner, and for the purposes of this survey
only, this fleet of vehicles is almost four (4) times as large as it needs to be to
provide the hours of use, during this survey period of three (3) days. Further, it
appears some of these vehicles are used primarily to commute Yo home and back, and
a fewer number see additional use during the lunch hour for the survey period.







Recommendations

The City should greatly reduce the number of vehicles assigned/parked at the
Municipal Building and assigned to individuals and divisions. The number of very low-
use vehicles identified in this survey indicates a significant opportunity o save funds.

The City should establish two (2) new programs (probably through its Fleet
Services section). First, a pool of approximately 12 passenger vehicles should be set
up adjacent to the Garage Custodian desk on the Upper Parking level of the Municipal
Building. These vehicles would be reserved by computer by any City department and
“rented"” on an hourly basis. The Garage Custodians would check the vehicles in and
out, and each month Fleet Services would "bill" the user departments for the amount
of use. Two (2) or more of these vehicles could be suitable for longer state-wide
travel for use on business trips out of the Milwaukee urban area. This new program
should be instituted by written policy approved by the Common Council.

Second, for those individuals who currently have a vehicle permanently
assigned to them, but who do not utilize the vehicle sufficiently on City business and
who are pay range 13 and above, a flat monthly vehicle allowance could be instituted
to compensate these individuals for the loss of the City-assigned vehicle. This flat
monthly vehicle allowance should be set by the City at an amount lower than the cost
to operate, maintain, and replace the City-owned vehicle, but high enough to equitably
compensate the individual employee losing the City-assigned vehicle. Each such
assignment of the flat monthly allowance should have to prove a certain minimum level
of vehicle use on City business (unless the vehicle is assigned to pay grade 13 and
above on a fringe benefit basis). Note: not all individuals losing a City-assigned
vehicle would have to be so compensated; such decisions should be done on a case-by-
case basis and only when the City vehicle was originally assigned as a professional or
hiring benefit/bonus (written documentation should be required to prove this). Those
employees/divisions that can demonstrate historic usage data fo show that a vehicle
should be retained by the employee/division on a permanent assignment should be
allowed to keep the vehicle assignment, but quarterly reviews should be conducted by
Fleet Services to verify a continuing need. In certain rare cases, refaining a low
usage vehicle may be deemed necessary in a division fo meet specific needs,
irregardless of the usage criteria established by the City. For those individuals
below pay range 13 who lose the use of a City-assigned vehicle, they would be
expected to utilize a pool vehicle, or be compensated for the City-business use of
their personal vehicle.






A written policy should be approved by the Common Council instituting this flat
monthly vehicle allowance program which would include details on how the program
would work and how future decisions as to assignment of the flat monthly allowance
would be reviewed equitably in the future.
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Passenger Vehicle Mileage o

There are 469 passenger vehicles on the attached schedule (Exhibit B) of
which 151 have less than 3,600 miles accrued during the past 12 month peried. Using
the proposed bench mark of 3,600 miles/year (300/month), the “low use” vehicles
amount to 32% of the passenger vehicle fleet.

Please note: Cars, pickup trucks, SUV's, and passenger vans were included in
this data. No police vehicles were included in this data nor were Parking Checker
Jjeeps or non-passenger vans.

Conclusions

Stated another way, this passenger vehicle fleet is 1/3™ larger than is needed
to meet the 3,600 miles/year recommended bench mark. The bench mark of 3,600
miles/year is set lower than some other similar municipal fleets in this country, but
fully 32% of the existing passenger vehicles in the City fleet still cannot meet this
standard. Thirty-three (33) low use vehicles fall between 3,000 and 3,600
miles/year; the remaining low use vehicles (118) fall below 3,000 miles/year.

Recommendations

Tt is recommended that the City establish an annual/monthly minimum mileage
bench mark for its fleet of passenger vehicles (Shown on the attached Exhibit B).
Excluded from this standard would be police vehicles and all other "work” vehicles not
used primarily for people transport.

This proposed bench mark should be used by Fleet Services asa guideline with
exceptions being granted for those few low use vehicles that are vital to the needs of
the service and not rising to the level of mileage use set by the bench mark.

The monthly and annual guideline that is recommended is 300 miles/month or
3,600 miles/year. Fleet Services should review vehicle mileage use guarterly and
notify the using department when a particular vehicle's usage is below the standard.
Any vehicle not meeting the mileage standard for two (2) quarters in a row would be
eligible for transfer or elimination. (On a one-time basis it is recommended that
those vehicle falling below the 3,600 mile/year bench mark and above 3,000
miles/year should not be immediately eliminated but should be studied for six (6)
months to see what the mileage is at that fime.)

The recommendation to set the bench mark at 300 miles/month is based on the
survey of municipalities conducted as part of this report, on the maintenance and




design life of passenger vehicles in this country, and upon the experience and
expertise of the Fleet Services Manager(32 years). The 300 miles/month bench
mark is a very low standard which is only 15 miles/workday, and the bench mark takes
into account the geographical size of the City of Milwaukee (96 sq. miles and 1,400
lane-miles of roads).

Please see Exhibit B for a listing of passenger vehicles and their current
mileage for the past 12 months (those vehicles shaded in yellow [ ] do not meet
the recommend bench mark of 3,600 miles/year.

If all low use (151) passenger vehicles were eventually eliminated from the City fleet,
it would represent a savings in replacement funds of approximately $2,265,000 (@
$15,000 replacement/unit). In addition, the surplus sale of the existing units should
bring into the City approximately $150,000. Further, the cost of operating these
vehicles and of maintaining them would have a further positive impact on the Fleet
Services and City budgets.
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Ending of Additions o the Fleet

An existing bad practice needs to be stopped in the fleet operations, and it is
called “fleet creep”. The attached list is a partial cataloging of vehicles that have not
been turned in by user departments once the units have been replaced by new units—
thus the fleet roster of equipment creeps upward in size year after year. This listing
is, in general, just for the past few years and yet demonstrates that in a four (4)
year period alone 79 motor equipment units have been added to the fleet. User
departments use many different excuses for keeping the old units, but primarily it all
comes down to the same reasoning and that is that it would be nice to have a spare or
additional unit and that the old unit is not costing the City any additional money.
From a fleet management perspective this reasoning is completely wrong. Fleet
Services has no choice but to keep pouring maintenance dollars into these old units to
keep them running (and the user departments will complain bitterly if Fleet does not
properly maintain these old units just like the new). Further, the old unit remains on
the multi-year replacement schedule just like the new one does and represents a
future double liability for equipment replacement funds.

Recommendations

The existing units that can be identified as having already been replaced by
new units need to be sold as surplus equipment. Further, a policy supporting Fleet
Services in not releasing new units until the old units have been turned in needs to be
adopted as official City policy. The Fleet Services Manager needs to be given the
authority to exercise decisive control over this aspect of the City's fleet management
program. The sale of this surplus equipment could net the City in excess of
$100,000.
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Equipment Downtime and Identification of Surplus Equipment

The City has traditionally maintained downtime records on various classes of
equipment, e.g. refuse trucks, police patrol cars, and aerial trucks. Because of the
large reserves of equipment that have traditionally been retained by the City, the
downtime has seldom if ever dropped below the daily needed number of units in any of
the equipment classes.

While maintaining large reserves is one method to assure that the daily needs
are met, it is an expensive method to achieve this end. Private commercial businesses
would not keep large amounts of reserve equipment sitting around unused in order to
keep a certain number on the road.

A better method of achieving both low downtime and operational efficiencies
on equipment is to place emphasis on a proactive preventive maintenance program (see
the Preventive Maintenance section in this study).

Through the study of the downtime on different classes of equipment,
equipment units that are above and beyond the reserves need to cover the dai ly
needs of the equipment classes were identified. On the attached Eguipment
Downtime Survey and the Heavy Out of Service and Light Out of Service reports can
be found typical weekly percentages of vehicles out of service for repair. Even witha
high downtime of 15% there are surplus equipment units in the fleet. On the last
attachment entitled Surplus Equipment Identified for Sale without Replacement you
will find the numbers of units by class of equipment that can potentially be sold
without affecting the performance of the fleet.







Replacement Cost Reduction

14 Salter/plow trucks (leaves 105 trucks to cover 90 salting routes)

4 One-arm refuse trucks (leaves O, Sanitation no longer needs trucks)

1 Medium crane (leaves 0, use of rental cranes will compensate for loss)

1 Full-size car (leaves 3)

4 Intermediate cars (leaves 21)

27 Compact cars (leaves 106)

8 SUV's (leaves 26)

2 Passenger vans (leaves 14)

10 Utility vans (leaves 171)

3 Large cube vans (leaves 83)

20 Pickup trucks (leaves 373)

2 Backhoes, large (leaves 24 + rental equipment)
5 1-Ton trucks (leaves 81)

1 Tandem axle dump trucks (leaves 9)
3 Tri-axie dump trucks (leaves 30)

1 End-loader (leaves 20)

1 Flatbed stake truck (leaves 32)

1 Grapple truck (leaves 4)

3 Skid-steers mediums (leaves 51)

Grand Total in Replacement Funds

$1,407,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

826,000
325,000
20,800
68,800
391,500
224,000
41,000
242,000
120,000
400,000
165,000
146,000
90,000
324,000
108,000
48,000
125,000
195,000

$5,267,100







City of Milwaukee, W1 Equipment Downtime Survey Exhibit D
Percent of Fleet Available

Equipment Class # In Class Date checked

8/9/2004] 9/7/2004] 10/11/2004] 11/15/2004] 12/6/2004] 1/10/2005
Pickup Trucks 143]  93.7%| 95.8% a5 8% 95.8%]  94.4%] 97.2%
Van - Light 114]  956%| 956% 86.5% 99.1%|  99.1%|  97.4%
Police Patrol Gar 2421  ©42%| 96.3% 94 6% 855%|  96.7%| 97.1%
Aerials - Forestry 13| 02.3% 92.3% 76.9% 90.3%|  92.3%|  76.9%
Single Axle Dumps - 25,000 series A6|  97.8%] 100.0% 93.5% 95.7%| 100.0%| 100.0%
Refuse Trucks wiCart Lifters 1271 B2.1%|  85.8% 89.0% 92.1%|  92.1%| 92.5%

February 14, 2005
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Mechanic's Productivity

As part of this study, a detailed examination of the productivity of the Central
Repair Garage mechanics'/fechnicians’ work hours on motor equipment was conducted.
The month of August 2004 was selected to study in detail the hours of work
submitted by each mechanic and his/her supervisor. Only labor time spent working on
motor equipment units was counted for the purposes of this study and only for the
days the individual mechanic was actually at work (days off for vacation, sick leave,
etc were not counted toward productivity percentages). This productivity study
measured the number of hours in an eight-hour work day compared to the actual
hours worked by each mechanic/fechnician on motor equipment units. Support staff
(such as supervisors, welders, and stockroom personnel) were not included in this
study, only hands-on work by mechanics and technicians.

Conclusions

The productivity for the mechanics/technicians at the Central Repair Garages
for the month of August 2004 was 83.9%. The maximum achievable workforce
productivity (after two 15-minute breaks are removed from the eight hour day) is
93.75%. The difference between 83.9% actual productivity and the 93.75% total
possible productivity represents the loss of productivity, or 9.85%.

Recommendations

Fleet Services should undertake programs and actions to reduce the 9.85%
loss in productivity. These actions and programs should include greater and closer
supervision of mechanics/technicians, periodic monitoring of each employee’s actual
productivity, including productivity numbers in an employee’s annual review, and if
necessary comparison of productivity and labor charges with other governmental
fleets and with commercial equipment repair operations.
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Survey of Other Municipalities

Fleet Services contacted, by telephone and a follow-up fax, 33 municipalities of

which 20 responded (60.6% response) responded to this survey (see the attached for
a copy of the survey form). The tabulated results are shown on the second
attachment.

Conclusions

e
»~

>
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The labor rates charged for repairs ranged from a high of $80/hour to a fow
of $25/hour (Milwaukee's is $42.90/hour.

The mileage reimbursement rate for employees using their own vehicles on city
business ranged from $40.5¢/mile down to 25¢/ mile (Milwaukee is 37.5¢/mile
[IRS ratel).

Flat monthly vehicle allowances ranged from $9.00/day to $270/month.

13 cities use vehicles as a benefit for some employees, and 7 said they do not.
19 cities said they allow some vehicles to be taken home at night, 1 said it does
not.

10 cities allow employees driving city vehicles to stop for personal errands, 10
cities do not.

7 cities allow temp workers doing city work to drive city vehicles, 13 do not.

13 cities have Fleet Internal Service Funds for their fleet divisions, 6 do not.
11 cities have their fleet dept rent equipment to other departments in the city,
9 do not,

17 cities use some commercial rental equipment, 3 do not.

13 cities lease some equipment, 7 do not.

11 cities do police vehicle maintenance within their regular fleet function, while
9 do not.

6 cities do fire vehicles maintenance within the fleet function, 13 do not.

6 cities do some public utility vehicle maintenance within fleet, 12 do not.

12 cities do some equipment maintenance for other non-city organization, 8 do
not.

6 cities have set their fleet function up as a separate stand-glone department,
14 do not.

Of the cities requiring a minimum miles per month/year for vehicle
assignments, the mileage requirement ranged from a low of 300mile/month fo a
high 1,500/month.

17 cities have some form of shared 'pool’ vehicles, 3 do not.

10 cities use commercial vendors to do some level of maintenance on city
equipment, 10 do not.







5 cities record heavy truck usage by hours alone, while 10 others record both
hours and miles, and 1 ¢city records miles only.

Only 1 city has a minimum use criterion for heavy trucks (300 hrs/year).

The cities reported operating and maintenance costs for 3 select vehicle
classes which ranged as follows:

Equip. Class Low Cost High Cost
Compact Car 5¢/mile 43¢/mile
Salter Truck 32¢/mile $35.70/hour
25yd Refuse Truck $1.30/mile $30.60/hour

12 cities have a rental rate schedule for their equipment, and 5 do not.

Fleet equipment replacement values varied based on the size of each fleet as
did annual replacement funds (see the Exhibit).

17 cities have a schedule of equipment replacement intervals.

15 cities have developed a multi-year replacement schedule while only 5 have
not.

9 cities have some project-level of GPS going on, while 11 do not.

8 cities use the same version of the fleet software that the City of Milwaukee
uses (Maximus/FleetAnywhere), while 9 use some other software.

12 cities charge operator damage & abuse of equipment back to user
departments, and 7 do not.







Municipality Fleet Survey Form Fy2005
Fleet Services @ City of Milwaukee, W1

Municipality Surveyed: Population:
Square Miles: Lane Miles:

Contact Person: Title:

Tel. #: Fax #:

Mailing Address:

Avg. Labor Rate Charged: $ /hr And\Or, "Burdened” Labor Rate: $

Mileage Reimbursement Rate for Use of Private Vehicle: ¢/ Mile: ¢

Flat Monthly Vehicle Allowance?: $ /month, or other

Does your organization assign some vehicles to managers/executive level employees
on a professional benefit basis(vs. a mileage or vital use basis)? Yes No

Are some vehicles taken home at night? Yes No (List criteria on back)

Do you allow employees de minimus use of municipal vehicles? Yes No (Circle one,
or explain)

Do you allow contractors/temp workers o use your vehicles? Yes No
Do you have a Fleet Internal Service Fund?: Yes No

Vehicles Rented to User Depts?: Yes No

Do you utilize commercial rental equipment? Yes No
Do you lease equipment from a commercial company? Yes No

Is there separate maintenance of police vehicles? Yes No







Is there separate maintenance of fire vehicles? Yes No
Ts there separate maintenance of public utility vehicles/other? Yes No

Do you maintain vehicles for some other organization? Yes No (What fype of org
and what type vehicles, list on back)

Is you fleet operation in a larger dept or is it its own dept/division? Own Dept.

In terms of assigning passenger vehicles fo user departments, how many miles/month
do you expect each vehicle to accrue? /month

Do you maintain “paol” vehicles for use by multiple using depts.? Yes No

Have you ever explored using a commercial repair company o perform all of your
fleet maintenance repair functions? Yes No

(End of quick telephone survey)

(Additional questions if they have time.)
Do you track usage for heavy trucks/equipment by hours or miles? Hours  Miles
Other

Do you have a minimum number of usage hours/miles for heavy equipment assigned to

depts? hrs/mo ___ miles/month  Yes No
What is your current cost/mile for a compact car? ____¢/mile (includes replacement
cost?) Single-axle 35,0006VWR dump truck? /hour or mile (circle one)

Rear loading 25cu. Yd refuse fruck? /hour or mile (circle one)

Rental Rate Schedule? Yes No

Explain:

What is the total replacement value of your fleet? $

What equipment replacement funds are available in 2005 for motor equipment
replacement? $







Do you have a schedule of equipment replacement intervals? Yes No

Do you annually update a multi-year equip. replacement schedule? Yes No (Indicate
seasonal equipment where appropriate)

Do you utilize 6PS tracking devices on any equipment? Yes No

Explain:

What type of Equip.Info System do you use?

Do you charge Damage & Abuse back to the user? Yes No

May we share the information you have provided us with other municipalities
participating in this survey? Inrefurnyou will get a free copy.

Please fax to us any rental rate sheet, replacement interval sheet, and/or number
of equipment units by type/class that you have. (Offer to fax to them our forms to
fill in this information.)

Comments:

Thank You !

Please fax this form back to:

Dan Bloéser, Fleet Manager
City of Milwaukee, WI

FAX 414-286-2157
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Rising Fuel Costs

As with our personal vehicles at home, the operating costs of motor vehicles
helps determine whether or not we can afford the vehicles. The actual and projected
cost of fuel for the City's equipment fleet is as follows:

2002 2003 2004 2005
Budgeted $2,173,478 $1,898,463 $1,906,000 $2,000,000
Actual $1,792,868 $2,075,000 $2,510,000 $2,800,000est

The projected budget over-run of $800,000 for 2005 is due to under-
budgeting the account, and due Yo the projected continuation of instability in the ofl
markets which will most likely keep crude oil priced between $45 and $55 per barrel
for the remainder of 2005. In short, the City needs to face the reglity that higher
energy prices are here to stay. (Please refer to the attached article on this subject
from a highly regarded industry publication, Fleet Management, February, 2005.)







* FleetManagement

Crystal Ball: High Gas Prices

February 2005 . .
Volume 26, Number 2 Will Persist All Year
In This Issue: Last year, fleet operating cost projections crumbled as
gasoline pump prices soared 34%. So it’s understandable that the
1. Crystal Ball: High Gas big question on the mind of many fleet managers is, where are we
Prices Will Persist All Year headed in 20057 The answer depends on so many unpredictable

factors that fleet managers would be wise to take every projection
and prediction with a grain of salt, including this one.
2. EPA Targets New Pollutant
Higher energy prices, particularly for crude oil and gasoline,
are here to stay, and fleet managers are advised to project their
3. Fleet Industry Notes fuel costs both high and wide for the year ahead. Though recent
statements by the U.S. Department of Energy suggest that today’s
high gas prices will eventually retreat, there is no evi-
5. Carmaker Highlights dence—economic, political or otherwise—to support the DOE’s
view. Geopolitical uncertainty is the new reality among the
world’s largest oil producing regions, and it is the key driving
force behind higher crude prices. Just as troublesome, geopolitical
uncertainty stokes wildly unpredictable price volatility.

h

Recalls and Investigations

8. Gasoline Getting Cleaner, L . o )
Slowly . Such geopohtxcai mstgbﬁity may never abate,_ if Eustor.y‘ls any
guide, which means that higher fuel prices and price volatility are
likely to persist, contrary to rosier projections from DOE, which
9. Alternative Fuel Update has a record of underestimating the severity and longevity of
energy price spikes. Even the use of the word “spike” implies an
eventual return to lower prices.

11. News at a Glance

A Digest of Today’s News The Impact on Fleets
for Fleet Executives

Clearly, fleet managers should not pin their hopes and budgets
to the prospect of imminent peace in the Middle East. Instead,

12. Two-Vehicle take the experiences of 2004 as an indicator of things ahead.
Cost Comparison During 2005, crude oil is unlikely to make a sustained drop below
2005 Chevrolet Malibu LS vs. $40. More likely, crude oil will hover between $45 and 555 per

2005 Toyota Camry LE sedan barrel, which translates to pump prices averaging $1.80 to $2.40

a gallon. An unforeseen event on the scale of 9/11 could quickly
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drive crude prices toward $100 a barrel, making
$5.00 gas a bargain.

In projecting 2005 gas prices, production
limits play a role. Many refineries are operating at
capacity, and new refineries are not being built,
yet US. gasoline consumption is accelerating,
rising roughly 2% for each of the past two years
and projected to jump 2.4% in 2006.

Even if refinery capacity were unlimited,
OPEC is not inclined to increase production, as
evidenced by recent production cuis at a time
when prices hovered at an all-time high. Russian
crude production is in limbo, and Nigeria remains
beset with political and labor unrest. China’ s thirst
for energy is a wild card, too. Within the past SIX
months China’s economy has been described as
growing so fast that it is sapping the world’s
resources, then described as being on the brink of
a devastating downturn. These unlinked geo-
political variables, and dozens more like them,

make for a particularly uncertain energy market,
and uncertainty always leads to higher prices and
exaggerated price volatility.

Price Projection for 2005

In the absence of any extraordinary political
event, military action, or natural disaster—all of
which we’ve witnessed in recent history-—~2005
U.S. gasoline prices are projected to range from
$1.80 to $2.40, following typical summertime
price patterns. That’s a 33% price swing from low
to high, not very reassuring to anyone wanting
ironclad budget numbers, but a likely scenario
based on past and current events. Regrettably, the
days of nailing fuel costs to the penny are gone for
good.

So there you have it. Higher prices. More
volatility. Little hope for the future. Build that into
your fleet’s fuel cost projections and you'll avoid
last year’s budget-busting fuel price swings. ¢
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‘Green and Diesel Engines

Until recently it was thought that it would be difficult for diesel engine
manufacturers and users meet the federal clean air standard that will come into
effect in 2007. Manufacturers had difficultly with designing and installing the
federally mandated changes to these engines that took effect in October, 2002.
However, the outlook has changed for the better during the past year, not because
of further improvements to the diesel engines themselves, but due to new low-sulfur
diesel fuels, and due to bio-diesel fuels which both burn considerably cleaning than
the diesel fuel currently being used in the City's trucks. Further, a great benefit of
using these fuels besides the greatly reduced environmental impact is that no
significant changes in either the fuel dispensing system or in the diesel engines
themselves will be required, according to current industry information on these fuels.

Recommendation

The City should begin a pilot project to determine the costs and operational
effects of using either low-sulfur diesel fuel and/or bio-diesel fuel in a few trucks.
Tt should be noted that the cost of these refined fuels will be approximately 20%
more than the City is currently paying for diesel fuel ($1.83/gallon as of 3/3/2005).
This pilot project will help the City to determine the availability and pricing on the
fuel(s), and also to determine if any effects from the fuel use is apparent on the
diesel engines. It has been reported that this fuel burns so clean, that sludge that
has built up on engines is cleaned out by the fuel and an early preventive maintenance
check is required to make sure that mufflers and other filters do not get clogged.






Refuse Trucks and Salter/Plow Trucks

With the exception of the public safety vehicles, these two classes of
equipment units are probably the most vital in the City's fleet. Special attention was
paid to these two classes of equipment during the course of this Study.

Refuse Trucks
The City's refuse collection fleet of vehicles is comprised of the following:
Equipment Class Size  Daily Peak Need % of Equip. Available™

‘Flipper’ Trucks 133 m 88.7%
Roll-Off Trucks 11 9 100%
Top-Loader Trucks 8 5 625%
Side-Load Cart Trucks 4 2 100%
Split-Body Recycler Trks 51 34 92.2%
Container Packers 5 4 100%
AutoCar Packers 4 4 100%
Street Sweepers 29 21 100%

* Study done the week of February 28, through March 4, 2005.

No recommendation to reduce these classes of equipment is at present
recommended, with the exception of the four (4) side-load cart trucks which are no
longer utilized by Sanitation. The addition of three (3) new programs has left some
of this equipment with additional duties and until Fleet Services and Sanitation have
the opportunity to evaluate these new programs it is not wise to recommend any
reductions to these equipment classes. (The new programs are the bulk garbage
pickup program recently initiated, the street sweeping for Wauwatosa, and the
container pickup for MPS.)

Of particular concern with regard fo refuse 'flipper’ trucks is, that of this fleet of
133 units, fully 25 trucks are 18 years old or older, with one (1) being 20 years old.
The economic replacement interval for these trucks in the refuse industry around the
country is 8 to 10 years. Beyond 10 years the cost of operating and maintaining this
type of unit exceeds the cost of replacing the units with new units. The downtime on
the older units is also a key factor in not wanting the units to exceed the standard
replacement interal.







Salter/Plow Trucks

There are 117 salter/plow trucks in the fleet at the current time, with 52 of
these units being trucks with the addition of the underbody plow blade. The current
downtime on these units is 95.7% (week of Feb. 28 - March 4, 2005). Thirty-eight
(38) of these trucks are older than 12 years, with a recommended replacement
intervai of 10 years. It is recommended that this fleet of trucks can be reduced to
106 units which will have the effect of getting rid of the oldest and poorest
performing trucks and still leave a margin for reserves (above the 90 trucks needed
to fill the plow districts) of 17.7% (with 15% generally considered sufficient reserves
for this type of unit).

Recommendations

Fleet Services should place particular emphasis on replacing as many of the old
refuse trucks and salter/plow trucks during the next three (3) years as feasible. The
average age of these vehicle classes needs to be brought down dramatically if the
operating and maintenance costs of these units are to come into line with industry
standards. The downtime will also decrease as the average age of these units is
reduced.






Preventive Maintenance Program

The City's Fleet Services section has a basic preventive maintenance program
that makes sure that each vehicle/unit gets looked at and oil and filter changes occur
periodically. However, as the program currently operates it is not robust and does
not cover enough details of periodic maintenance to guarantee that fleet equipment is
proactively cared for in a comprehensive manner. Often when vehicles are brought in
for maintenance the fluids and filters are checked and replaced as needed, but a
myriad of other important details are left unchecked, e.g. missing vehicle numbers
and decals are often not replaced as well as City logos/decals. Wiper blades, lights,
and other 'non-vital' items may or may not be checked depending on the time and
personnel available to do these checks. In preparing this Fleet Management Study it
was necessary to prepared new Equipment Data Cards and take photos of each
equipment unit (over 3,200 cards in all) and to check the fleet's data software
(Fleet Anywhere) to gather together the vital information needed to determine the
physical condition and operating costs on each equipment unit,

Recommendation

Fleet Services should begin to transition from a primarily scheduled and un-
scheduled repair mode of operation to placing primacy on preventive maintenance. As
the fleet size is down-sized, it will become vital that the remaining newer units
receive 'deep’ preventive maintenance so that each unit can be counted as truly
reliable in use. A "Preventive Maintenance Team” approach is recommended with the
best technicians being placed on this team to proactively care for the preventive
maintenance of the fleet. One technician (an Equipment Evaluator position already
budgeted) would lead this P.M. Team. Sufficient vehicle/unit information should be
collected at each P.M. cycle To make it possible to systematically keep the records on
each unit up to date. Formal checklists of the items to be checked at each P.M. cycle
should be created to guarantee that all vital and ancillary items are checked each
time. Further, the Preventive Maintenance Program should become Fleet Services
most important function, and not continue as at present being treated as an important
second priority (with repairs presently being the first priority).






Multi-Year Equipment Replacement Schedule

The dollar amounts shown on the last page (page 58) of this Equipment
Replacement Projection are surprising and even shocking. Two (2) significant points
should be noted at first glance: one, of the $114 million in equipment that Fleet
Services is responsible for replacing in its own budget, fully $69 million is due or past
due in 2005 for replacement. Second, these large replacement amounts imply that
the City has retained too many old units and that the fleet as a whole is foo large for
the City to budgetarily afford. (See the chapters in this Study entitled "Surplus
Equipment Identified for Sale without Replacement” and "Ceasation of Additions to
the Fleet".)

Based on the Equipment Replacement Projection schedule (which has a 3%
equipment annual cost inflation factor built into it), the total fleet equipment
replacement cost projections (in millions of dollars) by year are as follows:

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
$69.9 10.2 9.2 9.6 10.9 169 11.8 17.2 16.2 20.5 14.0 11.5

2017 2018 2019 2020
20.2 22.7 13.5 22.6

These replacement costs by year should not be confused with the capital
replacement funds Fleet asks for each year in the budget process. These dollar
amounts are for comparative and planning projections only. The dollar numbers do
provide us with a valuable tool that tells us the size of the equipment replacement
backlog by fiscal year. This equipment replacement backlog is obviously greater than
the City can afford.

Further, by not replacing equipment on a cost effective and timely basis the
City is passively incurring large and non-productive operating, depreciation, and
maintenance costs on this old equipment.

What can be done about this situation? There is a rather direct and simple
solution to the replacement cost dilemma shown above, and it is to reduce the fleet
size by eliminating old and inefficient equipment units. By reducing the fleet size
these old units can simply be removed from the replacement schedule. And by
eliminating the older units the operating, depreciation, and maintenance costs are also
reduced.







