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EXECUTIVE SUMMARY

the commissoner of adminigration to
examinethe management of state-owned
passenger vehicles and report the results to the
Senate and House Governmenta Operations
committee chairs. Specificaly, Laws of Minne-
sota 1996, Chapter 390, Subd. 3, Sec. 40, States:

The commissioner of administration shall
study and make recommendations to the
chairsof the house and senate governmental
operations committees by January 15, 1997,
regarding strategies to achieve better man-
agement control of state-owned passenger
vehicles. The study and recommendations
shall specifically address opportunities for
further consolidating the state's passenger
vehiclefleets.

T he 1996 Minnesota Legidature required

This report contains the results of the study,
which was conducted by the department’ s Man-
agement Andyss Divison. The project team
examined five topic areas. centra motor pool
functions, 1994 benchmarking report update,
agencies vehiclemanagement practices, consoli-
dation, and fleet use.

TheTravel Management Division operatesacen-
tral motor pool that serves most state agencies.
Themotor pool operateson acustomer-oriented
bas's, and users fund its operations. The motor
pool benefitsusersby handling dl vehicleowner-
ship responghilities. Motor pool functions in-
clude vehicle acquigtion, providing maintenance
and repairs and monitoring those provided by
vendors, paying bills, deciding when to dispose
of vehicles, and assuming respongbility for vehi-
cles no longer needed by a customer.




Themotor pool aso benefitsthe sate— oneagency isresponsiblefor many state vehiclesand can
monitor how well they are used. The motor pool can take initiatives to improve vehicle use and
lower costs, steps that agencies acting independently might not have the incentive to take.

The motor pool has been increasing its capacity to serve customers and the state. It has imple-
mented most recommendationsfrom a 1994 benchmarking report and hasingtalled afleet manage-
ment information system that automatesmany functionsmotor pool staff had performed manually.
Thenew information system alowsthemotor pool to better monitor fleet useand disposd factors.
The motor poal isnow using avendor’sfud credit card for purchasing gasoline at retall stations
and isbeginning to implement apilot program for contracting out management of vehicle mainte-
nance and repairs. It is better able to meet cusomers requests for specia vehicles or added
equipment because the information system can charge customers directly for these extra cogts.

Not every date agency leases dl its vehicles from the motor pool. Notable exceptions are the
departmentsof Natura Resources, Transportation, and Public Safety, higher educationingtitutions,
regiona treatment centers, and correctiond facilities. Theseorgani zationshave chosento purchase
and manage their own vehicles.

Agencieswiththeir own vehiclesgave severad reasonswhy they purchased them rather than leased
from the motor poal. In some cases, the motor pool was unablein past yearsto provide avehicle
because the agency needed a specid vehicle or one with specid equipment. Other agencies had
budget restrictionsthat alowed them only to purchase vehicles. Some agenciesreported that their
research indicated it wasless costly for them to purchase vehicles than lease them from the motor

pool.!

Agencieswith their own fleets generally manage them in adecentralized manner that reflectstheir
operationd structures. Only Travel Management, Transportation, and Natura Resourceshave staff
responsible for fleet management, athough Transportation and Natural Resources emphasize
regiond office control of vehicles. Other agencies leave vehicle management to the campuses,
divisons, or facilities owning the vehicles. Most agency Steff interviewed indicated their current
practices work well for their Situations.

Consolidation’s impact on agencies operations would be minima because only the vehicles
ownershipwould change, not how thevehicleswould be used or their |ocation. However, consoli-
dation for reducing fleet administrative costs offers few opportunities for significant savings.
Adminigtrative costs are asmall percentage of totd fleet costs. The mgjority of fleet expensesare
the vehicles themsealves and their operation. Most agencies, including Natural Resources and
Trangportation, have staff performing fleet administration in addition to other job responsibilities.
Natural Resourcesand Transportation central office staff dedicated to fleet management perform
thisfunctionfor al their departments’ vehicles, of which passenger vehiclesareasmall proportion.

The project team did not verify the agencies research on whether it was more cost-effective to purchase than to
lease.




If consolidation were to proceed, the Department of Administration would need to reimburse
Transportation and possibly other agencies for their vehicles? The reimbursement costs could
exceed $2 million.

Travel Management, Transportation, and Natural Resourcesfleet datasuggeststhat their passen-
ger vehiclesare being well used, interms of the median number of milesdriven per vehicle annu-
aly. Themediansranged from 14,883 milesper year for Travel Management to 12,823 for Natura
Resources. Modd year 1992 and newer vehicleshad higher median milesdriven per year, ranging
from 16,265 for Travel Management to 15,076 for Natural Resources. However, approximately
one-third of each fleet’s vehicles are driven 12,000 or fewer miles per year.

RECOMMENDATIONS

Giventhat themotor pool isoperated with acustomer-service philosophy, that state agencieswith
their own vehicles manage them in response to their organizations needs and budgets, and that
more control mechanisms could cause unproductive use of state employee time in adhering to
them, the Management Andysis Divison makes the following recommendations.

1. No sate agency fleet should be consolidated against the owning agency’s preference to
remain independent.

2. Travel Management Division gaff should meet with agency staff of independent fleetsto see
how the central motor pool could serve them on afee-for-service basis.

3. Stateagenciesthat purchase vehicles should prepare biennid reportsthat would be available
to the Department of Finance and the legidature upon request.

4. Trave Management, Transportation, and Natural Resources should each devel op strategies
for increasing their fleet utilization rates.

2M.S. 16B.54, Subd. 2, says that the commissioner of administration “shall reimburse an agency whose motor
vehicleshavebeen paid for with funds dedicated by the constitution” when the vehiclesaretransferred to the depart-
ment’ scentral motor pool. Transportation’ s passenger vehiclesare purchased with Highway Users Tax Distribution
Fund money.







INTRODUCTION

ne hundred and Sx Minnesota state agencies, divisons, and organizations own atotal of
O 4,149 passenger automobiles, police vehicles, and vans. The Department of Administra-
tion’ sTravel Management Division, thedepartmentsof Natural Resourcesand Transpor-
tation, and five Public Safety divisonsown 3,093 vehicles, or 75 percent of thetotal. Theremain-
ing vehicles are owned by the other 98 state agencies and organi zations, mostly higher education
ingtitutions or state facilities such as prisons and regiona treatment centers (see Table ain the

appendix).

TheL egidature sHouseand Senate Governmental Operationscommitteesareinterested in better
management control of the state’s passenger vehicle fleets. The legidature requested that the
commissioner of administration study thestate' spassenger vehiclefleetsandidentify opportunities
for further consolidating them. The Management AnalysisDivision of the Department of Adminis-
tration conducted the study for the commissioner.

METHODOLOGY

The Department of Administration’ s Risk Management Division provided alist of state agencies
and organizations having passenger automobiles or vans that were not leased through Travel
Management and weretherefore possible candidatesfor consolidation. TheManagement Analysis
project team interviewed each agency’ s staff about vehicle acquigtion, maintenance and repair,
fueling, disposd, and use palicies. The project team interviewed 37 saff membersat thefollowing
agencies:

Adminigration Minnesota State Colleges
Amateur Sports Commission and Univerdties
Corrections Natural Resources
Economic Security Pollution Control Agency
Hedlth Public Employees Retirement Association
Human Services Public Safety
Iron Range Resources Public Service
and Rehabilitation Board Trade and Economic Development
Lottery Trangportation
Military Affars Veterans Homes Board
Minnesota Academy for the Blind Zoological Garden

Minnesota Academy for the Deef

Department of Administration, Risk Management Division, FY 97 insurance data. Somevansare used for hauling
cargo and are not passenger vehicles. The Risk Management report does not distinguish between the two types.




Severd date agencies and organizations have vehicles located at Sites around the state, with no
centra office responsible for them. MnSCU indtitutions, veterans homes, and facilities of the
departments of Corrections and Human Services manage their own vehicles. The project team
contacted eight MnSCU schools, two regional trestment centers, two correctional facilities, and
oneveteranshome. Theseagencies responsesshould not beinterpreted to refl ect vehiclepractices
of the uncontacted agencies.

The project team requested detailed vehicle information from Travel Management, Natural Re-
sources, and Transportation, focusing on these fleets because of their larger Sze and smilar use
of vehicles for passenger transportation (as contrasted with the Department of Public Safety,
where most vehicles are used for police or undercover work).

SCOPE

Becausethelegidation specificaly lists passenger vehiclesasthefocusof the study, thisstudy did
not examine vehicles such as pickups and other trucks, tractors, ambulances, or buses. Trans-
portation and Natural Resources own most of the excluded vehicles.

REPORT STRUCTURE

This report has four sections. The Findings section summarizes the information Management
Anaysiscollected on the gate s passenger vehiclefleets. The Conclusions section contains Man-
agement Andysis assessment of what the findingsimply for better fleet management control and
consolidation. The Recommendations section has strategies on how the state can achieve better
management control of its passenger vehicles. The appendix to thisreport describesthefleet data
obtained from Travel Management, Natural Resources, and Trangportation and includes budget
information.




FINDINGS

his section summarizes the project team’ s findings from data on state passenger vehicles.
I The project team examined five topics: central motor pool functions, an update to a1994
motor pool report, agencies vehicle management practices, consolidation, and fleet use.

CENTRAL MOTOR POOL FUNCTIONS

The state provides employees with two methods of automobile transportation: One is through
vehicleownership, whereagenciespurchase or |ease vehiclesthat state employees usein conduct-
ing state business; the second is through persond mileage reimbursement. State employees are
reimbursed at set mileage rates when using their persond vehicles for state business— 21 cents
amile when a gtate car is available but a persond vehicleis used and 27 cents per mile when no
date vehicleisavailable or for trips within the Twin Cities metropolitan area.

The Department of Administration’ s Travel Management Division operates acentral motor pool,
which leasesvehiclesto state agencieson along-term basisand d so hasadaily pool for short-term
use. The motor pool operates as arevolving fund and is financed by agenciesthat lease vehicles.

Travel Management’ sgod isto be customer-oriented and to provide servicesthat state agencies
choose to use. The motor pool performs functions that benefit both its customers and the State.
These functions are:

Reviewing vehicle need and use. When an agency contacts Travel Management for avehicle,
the divison determinesif assgning astate vehicleis appropriate based on the number of milesit
will bedriven and how it will be used. Travel Management a so determinesthetype of vehicle, so
that an agency does not get alarger, more expens ve vehicle than necessary. Travel Management
then monitors the actua miles driven to ensure that providing a Sate vehicle is the most cost-
effective method vs. paying personal mileage reimbursement. However, there are situations in
which an agency needsavehicleregardlessof the number of milesdriven. For example, many full-
dze vans are driven fewer than 12,000 miles a year but serve a purpose — such as medica or
student transportation— whereitisdifficult to substitute apersond car. The Travel Management
director reported that 39 of hiscustomerswith vehiclesdriven fewer than 1,000 milesamonth are
willing to pay extrato keep the vehicles.

M eeting seasonal demand for vehicles. Travel Management leases vehicles to agencies on an
“open-ended” basi's, sothat agenciescanreturn vehiclesat any time. For example, higher education
ingtitutions return vehiclesto Travel Management in the summer becauise they are not needed as
much as during the school year. Travel Management reassigns these vehicles to other agencies.




Minimizing risk of unexpected repair bills. Agenciesthat lease vehiclesfrom Travel Manage-
ment pay a per-mile rate that covers fuel, maintenance, and repair expenses. The per-milerateis
“insurance’ againgt largerepair bills, so that repair costs are spread among dl vehiclesintheflest.

Flexible payment options. Travel Management customers can make monthly lease paymentsfor
vehicles or alump sum payment a the lease' s beginning, from which Travel Management will
subtract monthly payments. Thisflexibility helps agenciesthat prefer to or can purchase vehicles
only from capita budgets or have one-year grants that won't support annua payments.

Performing administration and recor d keeping. Vehicle ownership requiresthat Travel Man-
agement determine the need for a vehicle, buy the vehicle, adhere to its preventive maintenance
schedule, have repairsmade, and decidewhen to dispose of the vehicle. Thedivison decideswhen
to replace vehicles by looking at maintenance histories and costs and new-car and auction prices,
and it works with Adminigtration’s Material's Management Division to create specifications for
new-vehicle bids.

Controalling vendor -performed repair s. The state uses vendors to maintain and repair vehicles
because vehiclesarelocated throughout the state. Travel Management’ smechanics, who havethe
vehicles repair histories and know what the vehicles need, approve al vendor-performed repairs,
to prevent unnecessary repairs. The staff also monitors the competitiveness of vendors' prices.

Monitoringrepair problemsby vehiclemodd. The state ownsalarge number of the sametype
of vehiclemodels. If aparticular repair problem occurs on anumber of vehiclesthat arethe same
model or fromthesamemanufacturer, Travel Management contactsthe manufacturer to negotiate
reimbursement for the repair costs.

Operating adaily motor pool and garage. Travel Management leases vehicleson adaily basis
for trips of 75 miles or longer. The daily pool’s purpose is to provide vehicles when persona
mileage reimbursement would cost more or when apersona vehicleisnot available. Travel Man-
agement’ sgarage servesthe state vehiclesin the Capitol Complex areaand providesreplacements
for out-of-service vehicles.

1994 BENCHMARKING REPORT UPDATE

TheManagement Anays s Divison completed abenchmarking study and report in February 1994
on Travel Management’ s centra motor pool. The study examined the quality and cost-efficiency
of the motor pool and looked at the possibility of contracting out management of the fleet. The
report contained 12 recommendationsfor improving motor pool operations. Theproject team met
with the Travel Management director and assistant director to determine progress made on the
recommendations. The 1994 report’s recommendations appear in boldface below, with Travel
Management’ s director and assistant director’ s comments on their statusin regular typeface.




1. Thecurrent methodsof acquiringand financing vehiclesshould beleft in place, except
that infor mation gained by managing fleet disposal factor sshould beused to pur chase
mor e modelswith good resale potential.

In the bidding process, the state cannot specify which vehicle models it wants to buy. The
dtate buyswhatever vehiclemode isthelow bid for aparticular classof vehicle (for example,
compeact or full-szecar). Travel Management monitorsthe pricesit recelvesat state auction
and compares auction prices with Nationad Automobile Deder Association used-car retall
and wholesde prices. The Department of Adminisiration has a 1997 legidative proposa to
award purchasing contracts based on “best value® rather than lowest price. This change
might allow vehicle contracts to specify better resde prices as acriterion for awarding bids.

2. Additional fleet and vehicle data should betracked and automated to assst manage-
ment in assessing fleet size and individual vehicle mileage, trip frequency, and peak
demand.

Accordingtothedirector, individua vehiclemileageisthe best usageindicator for long-term
leased vehicles. Travel Management can easily collect mileage data on each vehicle with its
new computer system that generates quarterly reports on vehicles driven fewer than 1,050
miles amonth. The divison uses the information to reassign low-mileage vehicles.

Travel Management assesses the daily pool’ s size by both miles driven and a usage rate,
which compares the time vehicles are in use each month with their availability. The number
of car keysmissing from the daily pool’ skey board aso provides animmediate visua check
on how well the daily pool is being used.

3. Thedaily pool should be examined mor e closaly to assessitsappropriate Sze. Parked
car s [replacement vehicles, vehicles awaiting auction, long-term leased vehicles, and
new car s awaiting assgnment] should be considered extensions of the daily pool and
used when feasble.

Travel Management hasincreased the daily pool Size because it wasissuing agrowing num-
ber of control numbers authorizing employeesto charge 27 cents per mile for usng a per-
sondl car when no gtate vehicle was available,

4. Thesateshould consder changingratestoreflect truecostsand raisngdaily ratesby
25 percent to cover the cost of unused timein the daily pool.

The 1994 report noted that Travel Management’ s mileage rates subsidize the monthly rates.
The actud monthly rates charged agencies are lower than the ownership costsfor vehicles.
Thedivision continuesthis practice, and the Department of Finance approvesthese adjusted
rates.*

* Fifty Minnesota Lottery vehicles are participating in a contracting-out pilot project discussed in Recommendation
11 below. The Lottery will be charged directly for these 50 vehicles actua fuel, maintenance, and repair costs.
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Travel Management has instead focused on charging individua agencies specid cogts for the
vehiclesthey want. In the past, Travel Management would either not lease avehicle with specid
equipment or not charge for the additional cost. With its new computer system, the division can
charge back to an agency extra costs associated with special equipment. The director noted that
the divison is discussing with the commissoner of administration the possibility of charging
agenciesleaserates based on vehicle age. Currently, agencies pay the same monthly rate whether
they have anew car or onethat is 3 years old, even though there are differencesin the vehicles
purchase prices.

Travel Management has not raised the daily pool rates. According to the director, the daily
pool rates are a few cents per mile more for some vehicle classes and the minimum trip
mileage has been raised to 75 miles from 50.

5. Thegate should try to monitor and manage fleet disposal factors more aggressively
tominimizedepreciation. Theseincludemaintenanceand repair historiesfor individ-
ual vehiclesand models, fud costs, new-car mar ket pricesand discounts, and used-car
mar ket prices.

Asdgatedin Recommendation 1, Travel Management cannot determinewhichvehiclemodds
the state purchases under the current bidding process. Travel Management uses its new
computer system to monitor vehicles' life-time maintenance and repair costs. When avehi-
cle'scoststotal $3,000, Travel Management reviews whether to keep or auction it.

6. Thestateshould test-market some2-year-old vehicles. Thistest would consist of pick-
ingmodelswith resalebook valuesthat, if realized at auction, would result in deprecia-
tion costs below thefleet’ s aver age depreciation per mile. Thiswould require special
mar keting.

Travel Management hasnot acted on thisrecommendation. Thestaff timerequired toreplace
vehicles every two years and new car prices need to be considered.

7. If Travel Management continuesasis[rather than itswork being contracted out], a
full computer system should beingtalled to give Travel M anagement thelatest billing
and information-reporting capabilities.

Travel Management has purchased and implemented afl eet management informeation system.
Accordingtothedirector, the system isfully operational and meetsthedivison’sneeds. The
divisonusesthesystemfor billing customers, tracking vehicle ass gnmentsand fleet mileage,
recording life-cyclevehicle cogts, and managing thegarage spartsinventory. Thesystemhas
automated functionsthat staff used to perform manualy and providesthe divison with fleet
management information not reedily available before.
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10.

11

12.

If aportion of Travel Management’ sfunctionsar e contracted out, computersshould
still be used, but their capacity should belimited to what contract vendor s could not

supply.
The state has contracted fuel billing out to a private fleet services company.

If Travel Management continues performing all fleet management functions, the
divison should acquire a computer system that improves personnel efficiency and
produces fuel consumption statistics. If maintenance and repair are contracted out,
fuel purchasing and billing should also be contracted out.

The state has contracted out fuel billing. Travel Management, Natural Resources, Transpor-
tation, and Public Safety use fud credit cards issued by PH and H Vehicle Management
Services of Maryland. The new fuel cards are not available to vehicles outside these four
agencies fleets because PH and H wants to send the state only one invoice per month. PH
and H sendsitsinvoiceto Travel Management, which manually separatestheinvoi cecharges
for each agency. Thedirector reported that thistask isnot time-consuming because only four
agencies are involved, but it could beif dl other agencies with their own fleets were using
cards. Thedirector dso said that the state might be ableto leveragedirect billing to dl agen-
ciesinthefuture becausethe state purchasesalargeamount of fudl. Thesefour agencies fue
purchases totaled $378,000 for a 45-day period in September and October 1996.

If anew repair facility isbuilt, an underground fue tank should be consider ed.

Thelegidature hasnot appropriated fundsfor anew building, but the Department of Admin-
istration plans to move the motor pool. Travel Management is under afederal mandate to
remove its underground tank by December 1998, and the director said it isunlikely that the
divisonwill ingtal anew tank at the current location given the proposed move. Thedivision
has an above-ground ethanol fuel tank that could be converted to store unleaded gasoline if

necessary.

The state should consider contracting out the repair and maintenance of 50 to 100
vehiclesto a fleet management company asa pilot program. Thiswould providefur-
ther evaluation of the potential savings of contracting out.

Travel Management isin the process of implementing this recommendation. Thedivisonis
selecting 50 vehicles that PH and H will manage. Another 50 vehicles in Travel Manage-
ment’ s fleet will be used astest controls. The pilot program will last one year.

Additional data collection and interviews of personnel at other agencieswith vehicles
should be accomplished if theissue of fleet consolidation isto be further examined.

This study for the legidature examines the issue of fleet consolidation.
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AGENCIES FLEET
MANAGEMENT PRACTICES

The project team contacted agencies having their own vehicles and interviewed staff about their
agencies vehicle acquigtion, management and administration, maintenance and repair, disposd,
and use policies.

Criteria for needing a vehicle Criteria that agencies gpply to justify having a vehicle
includeminimum mileage, maximum persond mileagereimbursements, locd managers discretion,
specid-purposeusage, and position requirements. Agenciesassgn vehiclesto sateemployeeswho
usethem as part of their daily work. Agenciesadso have pool vehicles available to any employee
needing to travel.

Minimum mileage. Travel Management requirestravel totaling at least 1,050 miles per month,
or 12,600 per year, to dlow an agency to have avehicle. Travel Management uses 12,600 miles
per year as the point a which it costs the same to provide a car as to reimburse employees for
driving their persona vehicle.

A personal car cannot be used. Annua mileageis agood indicator of vehicle use but not the
only criterion for deciding the need for a vehicle. State vehicles such as vans and full-size cars
transport groups of people or equipment. For these Situations, a personal car may not be agood
substitute.

Maximum per sonal mileagerembur sements. Through FY 95, Travel Management reviewed
Department of Finance reports on state employees receiving mileage reimbursements around
$3,000 or moreper year. Travel Management woul d then contact the employee’ sagency toobtain
adate vehiclefor the person. For FY 96, Travel Management relied on agenciesto monitor their
own mileage rembursement payments.

L ocal managers discretion. Both Transportation and Natural Resourcesallow their regional or
digtrict offices to decide the need for avehicle. Both departments’ regiona or district managers
basetheir vehicle-acquisition decisonson theworkload requiring the vehicle, availability of funds,
and other spending priorities. Natural Resources' fleet manager noted that theregionsare charged
amonthly fixed rate and amileage rate for vehicles, so regiona staff must weigh avehicle's cost
againg other options, such as using a persond vehicle or leasing from Travel Management.
Special-pur posevehicleshistorically not availablefrom Travel M anagement. Someagencies
needfull-sizeor specidized vansfor patient and student transportation. The Department of Correc-
tions vehicles must be outfitted for prisoner transportation. Others have adapted vehicles for
specid uses. The Department of Hedlth’ svan carrieswell-testing equipment and cameras, and the
Department of Public Service s vans have gas-pump-testing equipment.
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Position requirements. Many Department of Public Safety automobiles are assgned specificdly
toinvestigatorsor troopersfor policeand undercover work. Other agenciesassgn vehiclesto staff
who are on cdl 24 hours aday or who drive many miles.

For any statebusiness. Both Natural Resources and Trangportation havedaily fleet carsfor their
employeesto use for any Sate business.

On-campustransportation. The higher education schools, regiona treatment centers, Depart-
ment of Military Affairs, Minnesota Amateur Sports Commission, and the Minnesota Zoological
Garden own high-mileage, older vehicles for limited travel indde their campus.

Reasonsfor owning vs. Leasng Almost haf the agencies with their own vehicles dso
lease from Travel Management. Fifty-six of the 106 state agencies and organizations that have
their own vehicles also lease at least one Travel Management vehicle® Nine agencies with their
own vehiclesindicated that they will lease Travel Management vehiclesin the future, rather than
purchasing. Agencies gave severa reasons for owning vehicles:

Vehicletypenot available from Travel M anagement. Some agencies needed 4x4 vehicles or
vehiclesfor transporting peoplewho usewhed chairs, and Travel Management was not providing
them at the time of purchase. Smilarly, Naturd Resources started its fleet operations because
Travel Management could not provide pickup trucks at that time. Travel Management’s long-
term-lease vehicle supply has been depleted at times and the division has not been able to order
new ones because the state vehicle contract has ended, so agencies that needed vehicles would
purchasetheir own. According to the Materids Management Division, three agencies purchased
atotal of eight vehiclesin FY 96 because Travel Management could not supply them.

Special equipment not availablefrom Travel M anagement. Someagenciesneed vehiclesfitted
with specia equipment. Prior to FY 96, Travel Management was reluctant to provide specialy
equipped vehiclesbecause of the additiona costsand thedifficulty of creating specia ratesfor cost
recovery. Withitsnew computer system, Travel Management can charge agenciesdirectly for the
extra cost of vehicles with specia equipment, and the director reports that the divison currently
leases 66 pick-ups, 13 whed chair-lift-equi pped vans, 20 vehicleswith security cages, and 11 four-
whed-drive vehicles to customers.

Donated vehicles. The Minnegpolis Veterans Home, Minnesota Amateur Sports Commission,
and Minnesota Zoologica Garden own donated vehicles.

M or e cost-effective. Eleven agencies sated that it is more cost-effective or financialy advanta-
geousto own their vehiclesthan to lease from Travel Management, and three other agencies said
that purchasing coststhe same asleasing. The project team requested that these agencies provide
written documentation supporting their conclusion. Three of the 14 agencies provided written

SThiscount isbased onaTravel Management annual -reservations customer list dated May 28, 1996, that the project
team compared against Risk Management’s FY 97 insurance report.
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information. Oneagency submitted areport comparingitsintermediate-sizevehicles cost per mile
to that of Travel Management’ sintermediate-size vehicles. A second agency sent the project team
a1994 memo originaly sent totheMaterid sManagement Divisonthat said Travel Management’s
FY 95 5.3 percent rateincrease wastoo much for itsbudget, soit waspurchasing itsown vehicles.
Thethird agency submitted studiesfrom 1987 and 1990 comparing its vehicle ownership coststo
leasing from Travel Management. Eleven agencieswere unableto provide written information on
how they had concluded that owning was chegper, although four said they had made informal
calculationsthat compared purchase costswithleasing costs, two agenciessaid their vehicleswere
driven too many miles per year to make leasing cost-effective, and one agency said that it sellsits
vehiclesto finance new vehicle purchasesand that it has not requested an gppropriation for vehicle
purchases since 1989.

Budget regtrictionsor pr efer ences. Some agencies could make vehicle purchase paymentsonly
from specia funds such asagrant or from acapital budget, but their operating budgets were not
sufficient to support lease paymentsor the agency preferred not to use operating dollarsfor capita
equipment. Two agencies have specid funding sourcesfor vehicle purchases. Transportation can
purchase or lease vehicleswith Highway Trust Fund money. The State Patrol hasaspecial vehicle
account funded with motor vehicletitle fees.

Need for unmarked or specially marked vehicles. State law® alows Travel Management to
provide unmarked vehiclesto certain agencies. When it was created, the Minnesota State L ottery
was not digible to get unmarked vehicles from Travel Management, so it leased vehiclesfrom a
private company. State Services for the Blind’ s vendor operations wanted vehicles with itslogo
on them, and Travel Management must provide uniform markings on state vehicles. Both the
Lottery and State Services for the Blind indicated they will soon lease their vehiclesfrom Travel
Management.

Pur chased befor ej oining statesystem. Thetechnical collegesbecameapart of stategovernment
last year. Thirty technical colleges have their own passenger vehicles.

Stateprocessfor automobilepurchases TheDepartment of Administration’ sMaterias
Management Division establishes a master vehicle contract for state agencies and loca govern-
ments. The division worksto obtain the best price on purchases through volume discounting and
to get vehicle types that meet agencies needs.

Materids Management begins the contract process by surveying agencies to learn the type of
vehicles and options they want. The written survey describes different vehicle szes, such as
compacts, sedans, and minivans, and lists optiona equipment ordered for every vehicle — air-
conditioning, cruise control, engine block heaters, and tinted windows. Agenciesindicate on the
survey which vehicle sizesthey want to buy and may include other options. With the exception of
Public Safety, agencies cannot tell Materid's Management to request bids on a specific make or
mode of vehicle. Statute alows Public Safety to request specific makes and models to be used

5M.S. 16B.54, Subd. 2(d).
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only for investigative and undercover work.” Table 1 on the next page lists the state’'s FY 96
passenger vehicle models available on the master contract.

Any agency may order a vehicle from the contracts, and the new Minnesota Accounting and
Procurement System alows agencies to order the vehicles directly from vendors. On the FY 96
automobile and van contracts, Materidls Management requests that agencies contact Travel
Management before ordering a vehicle to see if Travel Management can supply one. Materids
Management does not screen an agency’ s vehicle order, because purchasing on contract ensures
the best prices. State agencies bought 294 passenger vehiclesfrom the master contract in FY 96.
Of these, Travel Management bought 219, or 75 percent. M ost agencies bought thelowest-priced
vehiclesin each Sze dass.

TheFY 96 master sate vehicle contract was effective November 1995 to May 1996. If an agency
needsto purchaseavehicleoutsdethecontract’ sdates, MaterialsManagement will issue separate
bidsfor those agencies. Materials Management issued bids for two agenciesfor seven vehiclesin
FY 96 because the master vehicle contract had expired.® Additionaly, the MnSCU schools have
the ability to issue bids independently.’

Fleet management and administration Agencies vehicle fleet administration and
record keeping systemsreflect their agencies operationd structures and are mostly decentralized
innature. Only Travel Management, Natural Resources, and Transportation have staff reponsible
for fleetwide review, and only these agencies are capable of producing department-wide fleet
gatistics.

Trangportation and Natural Resourceshave centrd officestaff performing fleet administration, but
strong emphasisis placed on regiona control of vehicles, which reflectsthe regiond structure of
their departments. Natural Resources and Transportation regiond or district managersdecidethe
need for vehicles. Trangportation’s Central Shop collects information from each region and a
central cost-accounting system to compile fleetwide information. At Natural Resources, each
region entersitsvehicledatainto acentra database. Both agencieshave department-widevehicle-

disposa policies.

Other department and organization fleets are administered independently. Each Public Safety
divison with vehicles manages them independently and has its own persona-computer-based
system. At MnSCU and the departments of Corrections and Human Services, each campus or

M.S. 16B.14.

8Five vehicles cost approximately $2,300 more than a comparable vehicle on the master contract, one cost $3,600
more than its comparable, and one vehicle— arear-whed-drive van — did not have a comparable on the master
contract.

°M.S. 136F.581.
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TABLE 1. FY 96 date vehicle modds, purchase prices, and number purchased

State's Total number
Vehicle Winning bid price per purchased (TMD
description make and mode vehicle® pur chases)
Carrydll type GMC Suburban $25,393 4(1)
Oldsmobile Cutlass Cirea

Compact gation wagon Cruiser Wagon 14,537 28 (23
Compact sedan Chevrolet Corsica 12,941 21(21)
Four-whed-drive compact | Jeep Cherokee" 18,140
utility vehicle (2modds) and 20,087 14 (5)
Full-sze sedan Dodge Intrepid 13,210 20 (14)
Full-size sedan Ford Crown Victoria 17,791 3(0)
Full-size sedan Eagle Vison ESI® 14,705 6 (0)
Intermediate sedan Chevrolet Lumina 13,424 78 (68)
Intermediate sedan Ford Taurus® 14,268 39(35)
Subcompact sedan Chevrolet Cavdier 11,359 0

18,775,
Vans— 12to 15 Ford HD Club Wagon (3 19,796, and
passengers models) 20,408 81
Van — compact extended
passenger GMC Safari XT 20,193 15(0)
Van — compact extended
passenger Ford Aerostar 19,834 4(1)
Van — compact passenger | Plymouth VVoyager 15,305 54 (50)

“The vehicle price excludes taxes and destination charges.

The Department of Public Safety specifically requested the Eagle Vision ESI and the higher-priced Jegp Cherokee
model under its statutory authority.

2The Ford Taurusis an dternative fuel vehicle that agencies buy to meet federal mandates.
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facility manages its own vehicles. For agencies with smaller fleets, responghility for vehiclesis
generdly assgned to a specific staff person. These agencies do not centraly manage vehicle
acquisition, maintenance, or disposal.

No agency reported that managing its vehicleswas aburden. Some said the amount of time spent
for fleet adminigtration isminimal. The project team did not determine whether the time spent on
fleet management was sufficient to effectively manage vehicles.

Trangportation and Natural Resources' fleet management systems primarily serve non-passenger
typevehicles. Transportation and Natural Resources passenger vehiclescomposeasmall number
of the fleet they manage. Both Transportation's and Natural Resources vehicle fleets contain
mostly trucks. At the start of FY 97, Transportation had 564 (14 percent) passenger cars and
vans of 4,056 tota vehicles. Natura Resources had 224 (13 percent) passenger cars and vans of
1,764 totd vehicles.

Vehiclemaintenanceand repairs Loca vendorsservicemany state vehiclesbecausethe
carsarelocated around the state. Thelarger fleetshavegpproval level sfor repairs. Travel Manage-
ment requiresdriversto get approval for al repairs. Natural Resources and the State Patrol alow
field or digtrict supervisorsto approve repairs costing up to $300. Costs of more than $300 must
be approved by the department’ s central office. Trangportation performs most of itsrepairsin-
house, so control of vendorsisnot an issue.

Agencies with smaler fleets reported that supervisors usualy approve vehicle repairs. Other
agencies, usudly those that are campus- or facility-based, have mechanical or plant maintenance
daff responsible for maintaining vehicles and performing routine work such as oil changes.

Vehicledisposal Agencies reported avariety of criteriafor deciding when to dispose of a
vehicle. A dtate vehicleistaken out of service when:

« themileageishigh;

« thevehicleisgetting old;

« acombined maximum of mileage and ageis met;

«  thevehicle cannot be driven anymore;

«  themaintenance cost istoo high;

« theresdevdueishigh;

« agecific age and mile replacement cycleis reached;
« thevehicleisnolonger sefeto drive; or

« thevehicleisnolonger needed.

BRisk Management Division, Department of Administration, data.
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Mogt state vehicles are disposed through state auctions. Some agenciestrade their vehiclesin on
new vehicles, sell them as scrap becausethey are old or themileageisvery high, or put thevehicle
to another use, such asfor campus transportation only.

CONSOLIDATION

The project team examined the mgjor benefitsand costs of consolidation. Team membersassumed
that any consolidation that occurswould place state passenger vehiclesunder Travel Management
Divison management. Travel Management has more passenger vehicles than any other state
agency, operates on arevolving fund, and has asiits primary mission providing vehicles and fleet
management services to other agencies.

The mgor benefits and costs of consolidation are reimbursement for vehicle ownership transfer,
areduction in administrative costs, and impacts on agencies operations.

Vehicleownership transfer cost  M.S. 16B.54, Subd. 2, saysthat the commissioner of
adminigtration “shal reimburse an agency whose motor vehicles have been paid for with funds
dedicated by the constitution” when the vehiclesaretransferred to the department’ s central motor
pool. Trangportation’s passenger vehicles are purchased with Highway Users Tax Distribution
Fund money. UnlessthelegidaturechangesM.S. 16B.54, Subd. 2, the Department of Administra:
tion would need to reimburse Trangportation for its vehicles. The project team roughly estimates
the reimbursement cost at $2.1 million (Tablebinthegppendix). If the Department of Administra-
tion was a so to reimburse Natura Resources, the cost would be an additiond $1.2 million. Staff
time to complete the paperwork and other functionsfor transferring is estimated at $8,500 (Table
c in the appendix). The transfer costs would occur only once.

Andternativeto transferring al the vehiclesimmediately would be to replace Natural Resources
and Trangportation vehicles with Travel Management vehicles as they are retired. This process
could takeaslong asfiveor Six years, whichisthedigposal cyclethe two departmentsuse. Inthis
gtuation, the Department of Administration would not have to reimburse other agencies.

Reduction in administrative costs The Natural Resources and Transportation central
office saffs* that manage or oversee the department’ s vehicles do so for the department’ sentire
fleet. No staff are completely devoted to managing solely passenger vehicles, which are a small
proportion of the total fleet. Thirteen percent of Natural Resource’ s vehicles and 14 percent of
Trangportation’ sare passenger vehicles. At thesedepartments' regional or district offices, respon-
shilitiesfor vehicle management are given to staff members who aso have other responsihilities.
Other agencieswith vehiclesreported that fleet management ispart of astaff person’ sresponsibili-
ties, and in most cases the time spent isminimal.

¥Natural Resource's central office for fleet management is the Bureau of Field Services. Transportation’s central
office for fleet management is the Office of Operations Central Shop Unit - Equipment Section.
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Adminigtrative cogs are a smal proportion of total fleet costs. The mgority of fleet costsisthe
purchase of the vehiclesthemsdavesand their fuel, maintenance, and repairs. Administrative costs
asaportion of tota fleet costs are approximately 8 percent for Travel Management and Natura
Resources (Table d in the appendix). It isuncertain whether consolidation would actualy reduce
adminigtrative costs or move them from one agency to another. Any reduction that occurs in
adminigtrative costswould be asmall proportion of tota fleet costs. Last, Natura Resourcesand
Trangportation aready have sysemsin place for managing their entire fleets, and it is uncertain
what they would gain by paying another agency to manage their passenger vehicles.

I mpact on agency operations Theimpact onagencies coreoperationswould beminimal.
Thevehicles ownership would be different, but the vehiclesthemsalves could remainin the same
place and be used in the same manner. Problems might arise if Travel Management policies for
vehicle use and need conflict with an agency’s past management of its vehicles. For example,
Transportation servicesits passenger vehiclesinitsown garages. Travel Management and Trans-
portation would have to negotiate whether thiswould continue and whether Travel Management
would have to approve repairs.

Agency concer ns about consolidation No agency aff interviewed for this study indi-
cated strong opposition to theideaof consolidating the state svehiclefleets, and nineagenciesare
thinking of leasing more vehiclesfrom Travel Management in the future. Severd said they would
need to see how a change would benefit their agencies. Agency staff expressed the following
concerns.

« lossof control over decisonsregarding the vehicle suse;

«  grester inconvenience in accessing and maintaining vehicles,

«  more expense with leasing; and

«  more bureaucratic systems.

Some concernsmay reflect misconceptionsabout what consolidating fleet management means. For

example, five peopleinterviewed thought staff would haveto travel to pick up vehicleswhenever
they needed them rather than having them on long-term lease.

FLEET USE

The cost of purchasing the vehicles themselves is the greatest expenditure of state fleets. The
greatest potentia for savingstothe stateliesin reducing the number of underused vehiclesthrough
reassgnment or increasing their use as a subgtitute for persona mileage reimbursement, which
totaled $6.7 million in FY 95.*° The project team examined opportunities for improving vehicle
use. Thisanalysisfocused exclusively on passenger vehiclesbelonging to Travel Management and

% Reéimbursements for al three branches of government.
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the departments of Naturad Resources and Transportation because of their fleets larger size,
amilar use of passenger vehicles, and availability of the data

Fleet utilization rates The project team calculated the average and median miles driven per
vehicle for the Travel Management, Natural Resources, and Transportation fleets from data
provided by each agency. Table 2 shows the number of vehiclesin each fleet and miles driven by
modd year. Table 3 showsthetype of vehicles, in termsof size, and how many are driven 12,000
miles or less per year.

Tables 2 and 3’ s dataindicates the following conclusions:

« 1992 and newer vehicles have high utilization rates. The medians ranged from 15,076 for
Natural Resourcesto 16,265 for Travel Management.

+  Vehicleuse declines with age. For vehicles older than the 1992 model, the medians ranged
from 10,209 for Natural Resourcesto 12,724 for Transportation. Vehicle use declining with
age occursin other states' fleets and is not unique to the Minnesota fleets.’® Thereareadso
agency operational reasons for having low-use vehicles. Travel Management’s director
explained that older vehicles often are assigned to low-mileage userswho need avehicle, and
the Natural Resources fleet manager said that the department’ sfacili-ties’ diverselocations
do not make it practica to share vehicles among them, so some vehicles utilization rate

appears low.

«  Approximately one-third of each fleet’s vehicles are driven 12,000 or fewer miles a yesar.
Naturad Resources and Transportation’'s vehicles are typicaly 1991 or older models. For
Travel Management, 65 percent of its vehicles driven fewer than 12,000 miles ayear are
1992 models or newer.

«  Full-szevansaretheleast-used vehicles. Forty-eight percent of Travel Management’ svans
are driven 12,000 miles or less per year. Thisfigure is 87 percent for Natural Resources.

«  Travel Management has a much younger fleet compared with those of Natural Resources
and Transportation. About 84 percent of Travel Management’ svehiclesare 1992 or newer
models. The Natura Resourcesfleet is 48 percent 1992 or newer models, and thisfigureis
53 percent for the Transportation fleet.

18A 1988 report to the Oregon Department of General Services notes that vehicle use declines with age, and the
Travel Management director says National Association of Fleet Administrators reports have al so documented that
vehicle use declines with age.




TABLE 2. Fleet utilization rates— Travel Management, Natural Resour ces, and Transportation vehicles

TRAVEL MANAGEMENT DIVIS ON NATURAL RESOURCES TRANSPORTATION
Percent | Average” Median Percent | Average Median Per cent Average Median

Mode Number of total miles miles per Number of total miles per miles per Number of total miles per miles per
year vehicles flegt per year year vehicles flegt year year vehicles flegt year year
1996'8 104 7 — — — — — — — — — —
1995 385 24 15,760 15,120 29 12 | 17,484 15,732 75 19 | Datanot readily available
1994 440 28 16,563 15,838 30 13 | 14,544 13,724 26 6 17,616 14,664
1993 278 18 17,670 17,819 17 7 | 15,626 16,244 71 17 17,228 16,677
1992 129 8 15,787 16,335 31 13 | 14,749 14,754 43 11 15,843 15,629
1991 155 10 12,724 12,760 24 10 | 12,723 12,832 48 12 14,237 13,549
1990 74 5 10,995 11,167 22 9 | 12,020 12,917 66 16 13,632 13,759
1989 13 1 8,246 8,838 29 12 | 10,876 11,211 30 7 11,840 11,784
1988 6 >1 7,349 7,795 32 14 9,007 8,571 33 8 12,214 11,549
1987 4 >1 7,860 8,063 4 1 9,572 8,998 9 2 12,531 10,860
1986 or
older 0 0 6 2 6,346 5,974 4 1 6,044 6,706
Total
vehicles 1,588 100% 15,674 14,883 224 100% | 13,018 12,823 405 100% 14,669 13,972
1992 or
newer
vehicles 1,336 84% 16,581 16,265 107 48% | 15572 15,076 215 53% 16,875 16,235
1991 or
older
vehicles 252 16% 11,780 11,716 117 52% | 10,682 10,209 190 47% 13,044 12,724

YAverages and medians measure the “typical” number of miles avehicleis driven. The median marks the 50 percent value, where half the vehicles have annua
miles above the figure and half below it. The median is a more accurate measure in the case of vehicles because asmall number of high- or low-mileage vehicles
can skew an average.

BTravel Management recently acquired these 1996 vehicles, so sufficient mileage dataisnot available. Natural Resources and Transportation had not acquired their
1996 vehicles when this data was collected. See the appendix for more notes on the data.



TABLE 3. Vehiclesdriven 12,000 or fewer miles per year, by type—
Travel Management, Natural Resour ces, and Trangportation vehicles

TRAVEL MANAGEMENT DIVIS ON NATURAL RESOURCES TRANSPORTATION
Per cent Number Percent driven

Number Number driven Percent driven Number Number driven driven 12,000 or Number driven 12,000 12,000 or fewer
Typeof vehicles 12,000 or fewer 12,000 or fewer vehiclesin 12,000 or fewer fewer miles per vehicles or fewer miles miles per year
vehicle in fleet miles per year miles per year fleet miles per year year in fleet per year
Compact or
intermediate
car 929 261 28 78 29 37 185 62 34
Full-szevan 134 64 48 15 13 87 Data on full-size vans not provided.
Minivan 139 33 24 79 31 39 92 37 40
Full-size car 132 38 29 52 23 44 53 15 28
TOTAL 1,334 396 30% 224 96 43% 330 114 35%

NOTES: Thistable svehicletotalsdo not equal thosein Table 2 becausenot al of the vehiclesin Table 2 had sufficient mileage datato measurethe annual number of miles.

Of the total number of vehicles driven 12,000 or fewer miles per year, 256 Travel Management Division vehicles, 23 Natural Resources vehicles, and 32 Trangportation
vehicles are 1992 or newer modd s (Transportation’s count may exceed 32 because Trangportation’s 1995 vehicles mileage was not readily available).



23

CONCLUSIONS

he central motor pool benefitsthe agenciesthat useit. Agenciesdo not haveto decidewhat
T kind of vehiclesto buy, how to maintain them, or when to dispose of them, nor do they

have to process paperwork associated with vehicle ownership. The motor pool gives
agencies the flexibility of leasing vehicles only when they are needed.

The state asawhole also recaives benefits that are sgnificant when large numbers of vehiclesare
involved, but that individua agencies may not directly recelve or consder sizable enough to
pursue. Also, the motor pool hastheinterest and expertise to seethat state vehiclesare efficiently
used and that cogts are minimized.

The motor poal is afee-for-service business that operates with a customer-service focus. It has
few control mechanisms and cannot compel agencies to use its services. Greater control would
have disadvantages. Agencies could have less flexibility in making decisons concerning their
programsand budgets; gaps could occur because not every situation can beforeseenwhen design-
ing controls; and motor pool and agency staff time could be spent unproductively enforcing and
adhering to controls that produce little benefit.

Travel Management hasimplemented most recommendati onsfrom the 1994 benchmarking report.
Thedivison has.

« ingaled afleet information system that automated many manud functions,

«  begun producing reports to monitor fleet disposa factors and use;

«  contracted out fud billing;

«  begunimplementing a pilot project for contracting out maintenance and repairs, and

«  expandeditscapacity to meet customers special requests by charging them the actua costs
of specia vehicles or added equipment.

Agencies with their own vehicles have ether chosen not to use or not been able to use Travel
Management’ s vehicles. Some agencies had specia vehicle needsthat Travel Management could
not meet until its new information system was ingtalled. Others had budget constraints or specia
accounts that made purchasing the preferred option. Some agenciesfed it ismore cost-effective
to ownthanlease (dthough the project team wasunableto verify this). Transportation and Natural
Resources manage their passenger vehicles as part of a fleet administration system for trucks.
Agencies with their own vehicles are responding to their own budget and operationd Stuations.

Agencies vehicle management practices concerning vehicle acquisitions, use, maintenance, and
disposal reflect their organizationa structures and operational Situations. Vehicle management is
often decentralized, becausethat ishow many of these organi zationsoperate. Disposal policiesare
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based on how thevehiclesare used, whether fundsareavailablefor replacement vehicles, avail abil-
ity of in-house mechanical staff, and whether the vehicle can fulfill a secondary use, such as on-
campus trangportation. Standard policies may not work for every agency’ s Situation. Consistent
among agenciesisthat they purchase their vehicles off the state’ s master vehicle contract. Agen-
cies acquistion prices are the same, and the FY 96 list of vehicle purchases shows that most
agencies are buying lower-priced vehicles.

One weskness in having many agencies managing their own fleetsis that a central state vehicle
datasourceislacking, and information from agencies may not be entirely comparable because it
isrecorded differently. Agencies have their own systems that serve their interna budgeting and
operationd needs, but these systems may be inadequate for outside agency or legidative review.

Agencies operationsshould not be affected by consolidation because only vehicle ownership, not
location or usage, would change. However, the opportunitiesfor administrative cost savingsfrom
consolidation areminimal. Additiondly, the Department of Administration may haveto reimburse
agenciesfor the cost of their vehiclestransferred to the central motor pool. Rather, fleet manage-
ment staff at al Sate agencies and organizations should focus their cost-reduction efforts on the
magjor fleet costs of vehicle depreciation, fud, and maintenance and repairs.

Travel Management, Natura Resources, and Transportation could increasethe use of their fleets.
All three had anumber of vehiclesbeing driven 12,000 or fewer annua miles. However, increasing
each fleet’ suse can occur independently of consolidation. Each fleet could develop itsown strate-
gies. Voluntary arrangements among the fleets seem more workable than consolidation.
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RECOMMENDATIONS

The Management Analysis Divison project team makes the following recommendations.

1.

No state agency fleet should be consolidated against the owning agency’s preference
to remain independent. Agencies are in the best position to determine their needs for
owning and managing fleets. The benefitsthe state receives from having aconsolidated fleet
could conflict with agencies’ need to independently determine what isin their best interest.

Trave Management Division saff should meet with agency staff of independent fleetsto
seehow thecentral motor pool could servethem on afee-for-ser vicebas's. Themotor pool
benefits agenciesthat useit, and Travel Management should market its servicesto agencies
with independent fleets. The motor pool has increased its capacity to meet unique vehicle
needs, so it now has the ability to serve customers that were not served in the past. For
agenciesthat believe owning ischeaper than leasing, the motor pool should educate potentia
customersregarding thefinancia benefitsof leasing and examinewhether it can providethese
agencieswith a subset of fee-based services, such as administering the vehicles paperwork
or monitoring the need for maintenance and repairs.

State agencies that purchase vehicles should prepar e biennial reportsthat would be
availableto the Department of Finance and thelegidatureupon request. Thereport's
informeation should include the number of vehicles purchased, purchase prices, themakesand
models, how the vehicles are used, the rationde for purchasing each specific type, and the
number of milesthey will be driven annualy. The report should analyze the aternatives that
were consgdered, such as paying persond mileage reimbursements or leasing from Trave
Management. If agencies are replacing vehicles, the reports should contain information on
why the vehicleswere replaced, with specific figureson thevehicles origina purchaseprice,
totd repair costs, and savage or auction vaue. These reports would assist the Department
of Finance and the legidature in their oversight functions and encourage agencies to thor-
oughly andyze their decisonsto buy avehicle,

Travel Management, Trangportation, and Natural Resources should each develop
strategies for increasing ther fleet utilization rates. Each agency should calculate a
gpecific minimum number of miles ayear vehicles should be driven to make vehicle owner-
ship cost-effective over aternatives, such as persond mileage reimbursement. Minimum
mileage criteriashould be cal culated by vehicletype, such ascompact car, full-sze car, vans,
and campus vehicles. The fleet managers should identify vehicles that fal below the mini-
mums and develop strategies to increase their use or ese sal them. Sub-leasing vehicles
among the fleets and with agencies that need vehicles on a short-term basis but don’'t have
their own should be explored as one utilization-improvement strategy.
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APPENDI X

Noteson Travel Management, Natural Resour ces,
and Transportation Fleet Data (Tables 2 and 3)

A vehicle's annual mileage was calculated by dividing its odometer reading by its age in
years. A vehicle s age was measured as the difference between the time the vehicle was
acquired and the date the vehicle' s odometer was read.

Odometer reading dates were May 31, 1996, for Travel Management, Feb. 28,1996, for
Natural Resources, and June 13, 1995, for Transportation.

OnMay 31, 1996, Travel Management had 1,588 passenger carsand vans (105 pickupsand
other trucks are not counted). The calculations of average and median miles per year are
based on vehicles at least 1 year old as of June 1, 1996. Travel Management acquired 150
1995 modes and 104 1996 models, or atotal of 254 passenger cars and vans, between fall
1995 and spring 1996. Although some of these vehicles have been in use over sx months,
none had been driven during summer, the heaviest driving season, according to the Travel
Management director. The project team did not include these 254 vehicles in caculating
annua mileage figures.

Natura Resourcesdid not have actua acquisition datesfor itsvehicles, so an estimated date
of June 1 of the vehicle's model year was used. According to the Natural Resources fleet
manager, his department acquires its vehicles once ayear, usudly in early June.

Natural Resources had vehicles less than one year old at the time of the odometer reading
(Feb. 28, 1996). These vehicles were included in the annua mileage andysis because they
had been driven during summer 1995. These vehicles annua mileage is based on nine
months of actual use.

Transportation was not able to easily provide FY 96 mileage data because of a new cost-
accounting system and the timeit would have required to match that data with mileage data
previous to June 13, 1995.

Trangportation’s vehicle count is based on two different lists. One list had the number and
mileage for vehiclesin the fleet on June 13, 1995. The second list was an asst list for year-
end FY 96. Vehicleson the June 13, 1995, list that were not included on the asst list were
not part of the analysis. Presumably, these vehicles were sold during FY 96.

Dueto miscommuni cation about information desired, the Management AnalysisDivisondid
not have dataabout Transportation’ sfull-size vans. The project team decided not to request
the information a second time because of the large amount of time it would take to provide
it.
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Tablea. FY 97 passenger vehicle ownership

Passenger Police

Total no. | Percent
Agency Auto | Van | Auto | Van | vehicdles of total
Travel Management Divison 1,200 410 0 0 1,610 3838
Department of Public Safety (5 divisions) 66 14 564 51 695 16.8
Department of Transportation 337 227 0 0 564 13.6
Technical Colleges (30 schools) 212 91 9 1 313 75
State Universities (7 schools) 107 94 15 1 217 52
Department of Human Services
(11 facilities and community-based homes) 83 96 0 0 179 43
Department of Natural Resources 130 94 0 0 224 54
Department of Corrections
(12 correctiond facilities and centrd office units) 71 93 1 1 166 4.0
Community colleges (20 schools) 16 32 3 0 51 12
All others (18 organizations) 34 96 0 0 130 31
TOTAL S (106 dtate organizations) 2,256 | 1,247 592 54 4,149 100

SOURCE: FY 97 Department of Administration, Risk Management data.

TABLE b. Esimated cost of vehicle owner ship transfer

NATURAL RESOURCES TRANSPORTATION
Number Egtimated Number Egtimated
Edimated | vehicles reimburse- | vehicles reimburse-

Typeof vehicle value in fleet ment cost in fleet ment cost
Compact or intermediate car $4,650 78 $362,700 244 $1,134,600
Full-sizevan 9,450 15 141,750
Mini-van 6,725 79 531,275 57 383,325
Full-size car 6,175 52 321,100 104 642,200
Total 224 | $1,356,825 405 $2,160,125

NOTE: Thesourceof avehicle sestimated valueisthe National Automobile Dealers Association Official Used Car
Guide, Midwest edition, August 1996. The project team used the loan values of a 1992 Plymouth Acclaim for
compacts and intermediates, 1992 Dodge B250 van for full-size vans, 1992 Plymouth Voyager for minivans, and
1992 Ford Crown Victoriafor full-s ze carsto estimate thereimbursement costs. The project team chose 1992 model
years because approximately half of Natural Resources and Transportation’ sfleet are 1992 models or newer. The
team assumed that the selected 1992 vehicles loan vaues approximate an average value for al vehicles. Newer
vehicleswould be worth more, and vehicles older than 1992 worth less, than the 1992 vehicles loan values. This
cost reimbursement estimate should be considered rough, because the project team is uncertain how well the 1992

loan values represent the average vehicle vaue.
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TABLE c. Esimated cost of staff timeto transfer vehicles

Number of Natural Resources vehicles 224
Number of Transportation vehicles 405
Total vehiclesto transfer 629
Estimated staff hours at two vehicles per hour 315
Plus 20% for management 63
Total staff hours 378
Cost per staff hour $22.43
Total gaff time costs $3,477

NOTE: The cost per hour is based on the Department of Employee Relations' calculation of $16.82 asthe average
hourly wageratein April 1996 and on the assumption that salaries compose 75 percent of most agencies total codts.

TABLE d. Estimated percent of fleet coststhat are administrative costs

Travel Management Natural Resour ces
Centrd office adminigtrative costs $541,433 $658,150
Vehicle costs (depreciation, fud,
maintenance, and repairs) $6,134,456 $7,756,300
Totd fleet costs $6,675,889 $8,414,450
Adminigtrative costs
as apercent of total fleet costs 8.1% 7.8%

SOURCES: Travel Management Proposed Rates Package for FY 96 and Natura Resources FY 97 Heet and
Equipment Management Budget.

NOTES: Central officeadministrative costsaregeneraly for salaries, printing, communications, rent, and statewide
indirect cogts. Natural Resources administrative costsfor just fleet management areestimated fromitsField Services
FY 97 Equipment Management budget, whichincludesfleet and other equipment costs. Natural Resources adminis-
trative and vehicle costs are for the department’ s entire fleet, not just passenger vehicles.

Transportation was unable to readily provide cost data for its Central Shop - Equipment Section. The Equipment
Section has four full-time staff plus clerical support for department-wide fleet management activities, such as
analyzing replacement schedulesand expense information and issuing guidelinesfor entering datainto Transporta:
tion’ s vehicle information systems.
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