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3 |COLORADO
Priocrity: CP-01

% Department of Personnel Annual Fleet Vehicle Request
X & Administration FY 2015-16 Change Request

Cost and FTE

The Department of Personnel & Administration is requesting to replace 751 fleet vehicles (301 of
which are designated as potential Compressed Natural Gas (CNG) vehicles), which will require an
increase of $1,452,298 in appropriated funds for all state agencies’ vehicle lease payment
appropriations, and a decrease of $98,868 for the Department’s (4) Division of Central Services, (C)
Fleet Management Program and Motor Pool Services, Vehicle Replacement Lease, Purchase, or
Lease/Purchase line item for FY 2015-16.

| Current Program

The Department is charged with the oversight of the State Fleet, including its maintenance,
operation, and replacement as necessary. All departments that participate in the State Fleet program
are impacted by this request.

Problem or Opportunity

On an annual basis, the Department of Personnel & Administration submits a fleet replacement
request to address the needs of individual state agencies across the State.

The Department’s Fleet Management Program analyzes each vehicle on an annual basis to
determine its replacement eligibility. This year, 2,081 vehicles were identified as potentially
eligible. Due to budget and resource constraints, for FY 2015-16 the Department has included 751
replacement vehicles, in the most critical need of replacement.

Consequences of Problem

Replacement vehicles for the Colorado State Patrol represent 59 percent of the request. These
vehicles routinely travel at a high rate of speed under various conditions. Failing to replace these
vehicles in a timely fashion would significantly increase the likelihood of failure of key components,
thereby increasing the probability of injury to patrolmen.

For other agencies, replacement vehicles are typically requested because the cost to maintain the
older vehicle meets or exceeds the cost of replacing the vehicle.

Proposed Solution

The Department proposes the replacement of 751 state fleet vehicles, 301 of which are CNG
vehicles. The incremental cost to State agencies is estimated to be $1,452,298 total funds.

The proposed solution is anticipated to save the State $802,316 between reduced maintenance costs
and reduced fuel expense in FY 2015-16 as compared to the FY 2014-15 appropriation.

For this request, the non-CSP and CBI vehicles recommended for replacement through the fleet
replacement methodology average 150,030 miles, with 32 vehicles exceeding 200,000 miles.
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FY 2015-16 Funding Request | November 1, 2014

Department Priority: CP-01

Request Detail: Annual Fleet Vehicle Request

Summary of Incremental Funding Change
for FY 2015-16 Total Funds
Annual Fleet Vehicle Request - DPA ($98,868)
Annual Fleet Vehicle Request — Agency
Appropriations $1,452,298

Problem or Opportunity:

This request is submitted on an annual basis through the combined efforts of State Fleet Management
(SFM), the Office of State Planning and Budgeting, and the State agencies that participate in the State Fleet
Management Program.

Fleet replacements are necessary to control maintenance expenses. For example, from FY 2009-10 to FY
2010-11 the cost per mile for maintenance decreased by 7.1 percent due to a large replacement cycle in FY
2009-10. From FY 2010-11 through FY 2011-12, a 56.0 percent decrease in fleet replacements resulted in
a 12.0 percent increase in total maintenance costs. In addition, using established economic rationale for
replacement decisions, and consistent funding of reasonable levels of replacements is the most cost
effective approach to fleet management, and will allow State Fleet Management to minimize future
increases in vehicle maintenance and minimize the net impact to all fund sources.

The Department’s original analysis identified 2,081 vehicles for replacement using the standard criteria.
However, due to the limited personnel and physical resources (such as lot space) available to the State Fleet
Management Program, the Department has revised the list to only include 751, or the “worst of the worst”
vehicles for FY 2015-16.

Proposed Solution:

The Department of Personnel & Administration requests 751 replacement vehicles for the State Fleet,
including 301 CNG eligible vehicles. To accomplish this, the Department will require a decrease of
$98,868 in Reappropriated Funds to its (4) Central Services, (C) Fleet Management Program and Motor
Pool Services, Vehicle Replacement Lease, Purchase or Lease/Purchase line item. For individual State
agencies, this request will require $1,452,298 in additional funding for the respective Vehicle Lease
Payments appropriations. Replacing 751 vehicles in FY 2015-16 will reduce SFM’s projected maintenance
and fuel costs by $802,316. The following table shows the number of requested replacements by agency
and vehicle type:
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FY 2015-16 Summary of Requested Replacement Vehicles by Department

Department Standard CNG Total

Agriculture 3 2 5
Corrections 70 53 123
Governor's Office 1 2 3
Health 13 2 15
Higher Education 41 38 79
Human Services 23 13 36
Judicial 0 3 3
Law 1 2 3
Labor & Employment 2 3 3
Local Affairs 4 | 5
Military & Veterans Affairs 1 | 2
Natural Resources 32 77 109
Personnel 6 12 18
Public Safety 194 34 228
Regulatory Agencies 5 0 5
Revenue 14 10 24
Transportation 40 48 88
Total 450 301 751
Anticipated Outcomes:

If this request is funded, the State will maintain a fleet of vehicles that is sufficient to address the needs of
State agencies. With respect to law enforcement vehicles, the vehicle replacements help ensure that the
maximum safety standards are met for the patrolmen that must travel at high speeds in various conditions.
For the rest of the State’s agencies, the replacement vehicles will allow the State to operate an efficient
fleet, as well as follow the statutory guidance to migrate towards a more environmentally friendly fleet.
Finally, with the exception of the State Patrol vehicles, the vehicles requested for replacement are estimated
to cost the State more in maintenance costs than would otherwise be required to replace the vehicle. If all
751 vehicles are replaced, the maintenance and fuel savings is projected to be $802,316.

Assumptions and Calculations:

Please see the appendix of this request for a detailed description of the Department’s methodology for
identifying replacement vehicles, as well as detail on how the incremental funding request is developed.
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Appendix

Development of Incremental Budget Need

The budget assumptions for this request include preliminary estimates of the impacts of a FY 2014-15
vehicle reconciliation performed by State Fleet Management, and a further estimated reconciliation of
leases ending and increasing during the budget period. Finally, the pro-rated impact of the requested
vehicles has been added to the reconciled appropriation.

For FY 2015-16, the Department has assumed continuation funding for the vehicles being replaced since
the vehicles arrive at various times during the year and the Department cannot reasonably estimate the
arrival of each vehicle. Therefore, the Department will true-up the appropriations for FY 2015-16 during
the annual fleet supplemental in the request year.

Estimated State Agency Need
The Department estimated the projected need for State agencies in FY 2014-15 and FY 2015-16 by
performing the following steps, as shown in the Summary of Appropriated Department Need tables:

Summary of Appropriated Department Need for FY2014-15
Line | Agency Lease Line Analysis FY 2014-15
1 FY 14-15 Base Long Bill Appropriation $17,709,107
2 Non-Appropriated Vehicle Lease Payments $2,484,648
3 |Total FY 14-15 Base Funding (All Agencies} $20,193,755
4 Estimated Reduction to FY 14-15 Based on Current L_ease Payments {$1,508,035)
5 Approved Additions (Prorated) $6,194
6 Approved Replacements (Prorated) $1,639,569
7 Leases Ending in FY 14-15 (impact to FY 14-15) ($283,468)
8 |Estimated FY 14-15 Statewide Need After FY 14-15 Supplemental $20,048,015
9 Non-Appropriated Vehicle Lease Payments ($2,831,994)
10 |Net Appropriated Agency Need for FY 14-15 $17,216,021
11 |Net FY 14-15 Estimated Increase from Current LB Appropriation ($493,086)

1) Begin with the appropriated (Line 1) and non-appropriated (Line 2) vehicle lease payments and develop
a total base funding (Line 1 + Line 2 = Line 3)
2) Reduce the base by the difference between actual lease payments and the total base (Line 4)

3) Add the approved additions (Line 5) and the approved replacements (Line 6)

4) Reduce the total need by the value of the leases that will terminate in that year {Line 7) to determine the
total Statewide need (Line 8)

5) Then, reduce the total Statewide appropriation by the payments that will be made on behalf of non-
appropriated agencies (Line 9) to develop the total appropriated agency need for FY 2014-15 (Line 10)

6) Finally, line 11 of the table takes the difference between Line 10 and Line 1. This is the incremental
need for State agency appropriations in FY 2014-15 and serves as the base for determining FY 2015-16
total need.
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The FY 2015-16 Agency Lease Line Analysis table is calculated the same way that the FY 2014-15
Agency Lease Line Analysis table. Below is the calculation and a description of the calculation steps for

FY 2015-16:
Summary of Appropriated Department Need for FY2015-16
Line | Agency Lease Line Analysis FY 2015-16
12 |FY 14-15 Estimated Need after Additions/Substractions $17,216,021
13 Non-Appropriated Vehicle Lease Payments” $2,831,994
14 [Total Estimated FY 14-15 Base Funding (All Agencies) $20,048,015
15 Leases ending in FY 14-15 (impact on FY 15-16) ($1,407,074)
16 New FY 14-15 Leases annualized for FY 15-16 $2,469,585
17 Leases ending in FY 15-16 ($1,033,314)
18 751 Vehicle Replacements for FY 15-16 $2,016,708
19 Remaining Payment Obligations $324,371
20 |Estimated FY 15-16 Statewide Need After FY 15-16 Replacements $22,418,291
21 |Net Statewide Increase Over FY14-15 Long Bill $2,224,536
22 Non-Appropriated Vehicle Lease Payments* ($3,256,886)
23 |Net Appropriated Agency Need for FY 15-16 $19,161,405
24 |Net Increase Over FY 14-15 Base Long Bill (Appropriated Agencies) $1,452,298

1) Add Line 12 of the FY 2015-16 Lease Line analysis table to the adjusted FY 2014-15 appropriated
spending authority and the payments for non-appropriated agencies (Line 13) to get to the total base
funding (Line 14).

2) To this, the following adjustments are entered:

d.

o a0 g

the impact of FY 2014-15 leases ending on FY 2015-16 (Line 15)

a reduction for leases ending in FY 2015-16 (Line 17)
the FY 2015-16 costs for the replacement of the 751 vehicles (Line 18)
remaining payment obligations (Line 19).

the annualization of FY 2014-15 leases approved for FY 2015-16 (Line 16)

3) The actions above are aggregated into the Estimated FY 2015-16 Statewide Need for FY 2015-16
Replacement line, or Line 20.

4) Line 21 calculates the incremental need for the entire State, and the non-appropriated funds (Line 22)
are reduced from Line 20 to drive the total need for appropriated agencies in FY 2015-16 (Line 23).

5) The FY 2014-15 appropriated amount is subtracted from Line 23 to arrive at the incremental need for
State agencies (Line 24).

Detailed Analysis of Departmental Need

The following tables show the Department’s detailed calculations regarding the need of individual agencies
for FY 2014-15 and FY 2015-16 that tie to the values presented in

tables above.
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Detailed Description of Replacement Methodology

Step 1. Initial Screen: The initial candidate list is generated from the Colorado Automotive Reporting
System (CARS) using a minimum threshold for further replacement consideration. An extraction is done
that lists all vehicles projected to meet the following requirements by time of replacement in the final
quarter of FY 2015-16. In order to be considered for analysis, a vehicle must meet one of the following
criteria:

o Non Colorado State Patrol (CSP) vehicles must be projected to have greater than 100,000 miles.

e (CSP vehicles must have greater than 80,000 miles for patrol vehicles and be four years old and
greater than 40,000 miles for motorcycles.

e A vehicle that will be 16 years old or older at the time that the proposed replacement would occur.
This is consistent with one of the elements of Executive Order 0012 07, which specified that a
priority be placed on the replacement of vehicles model year 1996 and older as a means of
improving fuel efficiency.

For FY 2015-16, this initial screen produced 2,081 potential replacements meeting the minimum criteria.

Rationale: This initial screen limits the replacement candidates based upon a logical minimum standard.
Mileage is projected through May of the budget request year to include all vehicles that will meet the
criteria within the request year. Vehicles that meet this criterion proceed to the next step.

Step 2. Manual Adjustments: Decisions for vehicle replacement are not made on the basis of the
mileage criterion or vehicle age alone. The ideal process would involve a detailed mechanical evaluation
of each replacement candidate by a qualified technician, and the decision would be based on the projected
costs involved to maintain the vehicle over the next one to two years. This level of analysis is not always
practical for the State. However, State Fleet Management can use additional information and resources that
are readily available to further refine the replacements list to make sure the right vehicles are ultimately
replaced.

e Agency retention requests: State Fleet Management confers with agencies concerning proposed
replacements, taking into consideration factors such as internal rotations, cascading vehicle
assignments for additional use, and other extensions to a vehicle’s life. No one knows the
individual vehicles better than agency Vehicle Coordinators and the users of the vehicles. State
Fleet Management uses agency input to eliminate vehicles from the replacement analysis that, in an
agency’s opinion, are in good condition considering mileage and age. State Fleet Management also
uses agency input to keep vehicles on the replacement list that are in exceptionally poor condition,
create an unacceptable safety risk, or are not meeting the functional requirements of the agency,
even in some cases when the vehicle does not meet typical replacement criteria.

e Vehicles with major recent repairs (New engine, transmission, etc.): The most recent 12
months of repairs are analyzed to identify any individual repairs that required significant
expenditures (typically in excess of $5,000 for an individual repair). If the State has recently made
a significant investment replacing a major component of a vehicle, the State should expect that the
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cost to operate the vehicle over the short-term should be reduced, and the State should not replace
such vehicles until it has had the opportunity to benefit from that investment.

e Vehicles in the low cost, low mile work functions: Vehicles in this category are typically
maintenance and support vehicles used in campus type environments. They are typically low
mileage (approximately 1,000 miles per year), are often very old, and may have a high cost per mile
even though the total annual operating cost is very low. Ideally, these vehicles should be replaced
with used, but safe and operable vehicles out of the vehicle turn-in pool. Vehicles that are no longer
suitable for high usage functions can often be used in these maintenance type roles without
incurring significant repairs, and it is often not economically justifiable to purchase brand new
vehicles for low use assignments. Therefore, only the very worst of these maintenance and support
vehicles are included in the final submission for replacement.

e Very high mileage vehicles (>150,000): Vehicles with this mileage projection are at least 50
percent over the State’s minimum mileage replacement criterion. At this point, vehicles tend to
deteriorate rapidly, with costly major component breakdowns, decreased reliability, and increased
safety concerns. The cost effective operation of such vehicles is highly unlikely after this mileage
threshold is reached. In fact, in a less restrictive fiscal environment, State Fleet Management would
typically recommend lower thresholds.

Step 3. Rank Highest Priority to Lowest Priority: All of the vehicles passed through the initial
screening criteria meet the basic requirements for replacement. These vehicles are nearly all high-mileage,
high-cost and are primarily older vehicles. While all of these vehicles meet the basic criteria for the
replacement cycle, the challenge is to make sure that the worst of these vehicles are identified, so that only
the worst of the worst will be replaced given any level of funding. By comparing these vehicles to the
average vehicle of similar age and type, the State will be able to identify the vehicles that display the
greatest operational cost variance from the average. Those that have a considerably higher than average
cost will rank out higher than those with lower than average costs. This way the State can identify the
worst vehicles (from a cost standpoint) and make sure these are assigned the highest replacement priority.

Note that all State Patrol vehicles meeting the minimum criteria will be submitted; therefore State Patrol
vehicles are not included in this ranking. State Patrol vehicles have unique utilization, performance, and
safety needs that require replacement on a 4-year cycle.

Step 4. CNG Analysis: For the request, SFM identified all vehicles that could be replaced with a known
CNG vehicle to maximize the number of CNG vehicles in the fleet. For model year 2015 Chevy will be
offering a CNG “Bi-Fuel” full size sedan that is scheduled to be available for government fleets. This
should secure more CNG orders going forward to replace existing sedans, provided the pricing is within
statutory limits. The only other CNG sedan available is the (Honda Civic GX) and it is a “dedicated”
vehicle than can only be placed in areas where there is available fuel infrastructure, mostly in the Denver
metro area.

For all other CNG vehicle selections the location of the vehicle was not used as the “bi-fuel” CNG vehicles
give the agencies more flexibility in where they are assigned. Location is important when assigning the new
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CNG vehicles, but it was not used to eliminate any vehicles off the suspect list. With the addition of the
2015 Chevy Impala CNG “bi-fuel” sedan, creating another methodology to select more CNG vehicles was
not necessary for FY 2015-16. This is in alignment with SFM’s methodology of only replacing the “worst
of the worst” (WOW) vehicles for this proposal.

Each year SFM conducts a CNG Vehicle Cost Analysis for awarded vehicles against their gasoline
equivalents to ensure they are cost effective, and are within the 10% life cycle cost thresholds per S.B. 13-
070.

Step 5. Further Considerations to Determine Final List: The State Fleet Management program does
not operate in a static environment. Changes in the budgetary environment, evolving agency needs,
historical funding patterns for the fieet, regulatory changes, legislative actions, and the impact of recent
internal fleet initiatives can, and should, be taken into consideration in developing the final request for any
given year,

o State funding capabilities: In any given year, it is impractical to replace all the vehicles necessary to
maintain an optimal fleet, from a total cost of fleet perspective. When funds are scarce, it is especially
important that the highest mileage vehicles that present immediate safety concerns are replaced so that
the funds that are spent on the fleet can provide the optimal financial benefit to the State.

* Impact of Fleet or Agency reduction initiatives: Initiatives undertaken by State Fleet Management
and individual agencies to reduce the total number of vehicles in the fleet can affect the replacement
process in two ways. First, by reducing the overall size of the fleet, the percentage of optimal
replacements necessary to maintain the fleet each year produces a smaller number of candidates.
Second, a large number of vehicles leaving the fleet inevitably includes some of the worst vehicles in
the fleet. These are also the same vehicles that should be the highest priority for replacement, and since
they no longer need to be replaced, the number of requested replacements in that year might be reduced.

e Prior year funding and replacement levels: Reduced funding of replacements in previous years has
put additional pressure on the fleet, and will require reasonable levels of replacements in subsequent
years. With a mileage criterion of 100,000 miles and average annual miles per vehicle of 13,000, (8 X
13,000 = 104,000) the State should be replacing approximately 1/8 of the non-CSP fleet or 600+ non-
CSP vehicles each year. In recent years the replacement program was at a reasonable level (averaging
566 non-CSP vehicles per year). This level of replacement allowed for maintenance costs to remain
nearly level (less than 1% increase per year) although at a greatly increased base level due to the earlier
costs in replacements.

e This year’s request represents vehicle replacements returning to near normal levels for the second year
inarow. If all 751 vehicles are replaced, the maintenance and fuel savings is projected to be $802,316.

Step 6: Economic Validation: The final step involves a financial analysis of the alternatives to make sure
that the proposed replacements have a solid economic justification and represent an optimal financial
decision for the State.
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Additional Request Calculations

DPA Vehicle Replacement Lease, Purchase or Lease/Purchase Line Item Calculation: Based on
recommended replacement vehicles for FY 2015-16, the following table outlines the calculation of the (4)
Central Services, (C) Fleet Management Program and Motor Pool Services, Vehicle Replacement Lease,
Purchase or Lease/Purchase line item.

STATE FLEET LEASE LINE APPROPRIATION ANALYSIS

SFM Lease Payments Due by COP Series and Trust Year FY 2014-15 FY 2015-16
TRUST 2007 (Exhibit B) $1,238,673 $34,545
TRUST 2008 (Exhibit B) $1,222,805 $1,111,486
TRUST 2009 (Exhibit B) $1,991,994 $1,788,835
TRUST 2010 (Exhibit B) $1,391,249 $1,231,286
TRUST 2011 (Exhibit B) $1,449,226 $570,974
TRUST 2012 (Exhibit B) $2,121,499 $2,115,031
TRUST 2013 (Exhibit B) $3,540,239 $3,540,239
TRUST 2014 (14 Pro-Ration includes Motor Pool leases) $2,880,908 $3,095,079
TRUST 2015 (15 Pro-Ration includes Motor Pool leases) $856,048 $4,153,488
TRUST 2016 (16 Pro-Ration includes Motor Pool leases) Pending $0 $1,008,974
Total Known Lease Payments Due $16,692,640 $18,649,938
UNFORESEEN (Accident totals, denied repairs, etc.) @1.5% $250,390 $279,749
ACCIDENT TOTALS (Known YTD) 50 $0
Total SFM Lease Spending Authority Need for FY 14-15= $16,943,029 $18,929,687
FY 14-15 APPROPRIATION

Current Year Base Spending Authority (FY 14-15 Base) $19,028,555 $19,028,555
Required Spending Authority Adjustment (over FY 14-15 Base)= ($2,085,526) ($98,868)

Letternote Adjustment: The FY 2015-16 request represents an acquisition cost of $28.7 million to

accommodate 751 replacement vehicles. Based on the request, the Department would like the letternote
updated as follows: Pursuant to Section 24-82-801 (2) C.R.S., the Department of Personnel &
Administration is authorized to enter into a lease-purchase agreement for the approved FY 2015-16 vehicle
replacements and additions. The lease-purchase agreement shall be for a period of up to ten years and shall
not exceed an amount over $30,000,000.
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