APPENDIX D

Interim Government Finance Committee
Thursday, June 16, 2016 - Roughrider Room
North Dakota Department of Transportation

Robin Rehborg, State Fleet Services Division Director

Mr. Chairman and members of the committee, I am Robin Rehborg, State Fleet Services Division
Director of the North Dakota Department of Transportation. Per your request I am here to discuss the
Department’s fleet services rates for the 2017-19 biennium.

State Fleet Rates

The State Fleet Service budget guidelines are based on the following:

1. The rental rates for state fleet vehicles are charged either by miles driven or hours of use. The
rates consist of two components: Operating costs and depreciation.

a. Operating costs include parts, fuel, insurance, labor, shop overhead, and administration,
divided by the usage and charged back on a per-mile or a per-hour basis.

b. Depreciation is the actual cost, less salvage value of the fleet, spread over the estimated
useful life of the vehicle. In efforts to stabilize this rate due to previous under usage and
nature-incurred excess usage of some assigned vehicles; depreciation is now being charged
based on if the vehicle is in a motor pool or assigned to an agency.

i.  For motor pool vehicles, agencies are to budget depreciation based on miles driven or
hours of use.
ii.  For agency assigned vehicles, agencies are to budget based on the number of vehicles
in a vehicle group. That number is then multiplied by the group’s monthly assigned
depreciation rate, which is then multiplied by 24 months to cover the biennium.

2. The replacement rate is the difference between what is needed to purchase new vehicles and the
amount that is recovered through the depreciation portion of the rate. Because this rate is to fund
replacement costs, it cannot be charged to federal programs. The replacement rate also funds
additional vehicle needs.

Agencies with pool vehicles are to budget the total of per mile or per hour rate and the
replacement rate. Agencies with assigned vehicles are to budget the total of the operating and
replacement rate times usage plus monthly depreciation for each vehicle within a group that is
assigned to them. Most agencies will have a mixture of both of pool and assigned vehicles.

The process used to calculate the rates is in compliance with 2 C.F.R. Part 225 - Cost Principles for
State, Local, and Indian Tribal Governments. Compliance with this regulation allows our State Fleet
usage costs to be applied to federal programs as applicable.

The rates are reviewed quarterly and, if necessary, adjusted to remain responsive to changing conditions.
It should be noted the rates are not designed to result in a net profit or loss to state fleet; however they
are designed to cover the actual costs of operating and acquiring state fleet vehicles.
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The pie chart below illustrates the vehicle costs considered when establishing rental rates.

Group 2 - Sedans - Rental Rate Breakdown
$0.37 per mile/ 5-year life cycle

Depreciation
35%

Operating
45%

Replacement
20%

2015-17 State Fleet Budget Guidelines

Attachment A illustrates the State Fleet Services Budget Guidelines sent to OMB in May 2014 for
agencies to use for budget preparation for this biennium (2015-2017.) Fuel prices used when preparing
the 2015-17 budget guidelines included the historical average cost of $3.23/gallon for gas; $3.72 for
diesel with a 10% per year inflation index; the projected fuel average for gas was $4.30/gallon; diesel
$4.95/gallon. Please keep in mind that fuel is only a portion of the cost, for example in Group 2 fuel is
approximately 21% of operating costs for sedans.

Revised 2015-17 State Fleet Budget Estimates

Attachment B shows how the Department revised State Fleet Services Budget Estimates in February
2016 as a result of lower fuel costs. The average cost used for gas was $2.69/gallon; diesel $3.01/gallon
with a -7% inflation index for the remainder of the biennium that took averaged fuel costs for gas to
$2.19/gallon and diesel at $2.44/gallon.

2017-19 State Fleet Budget Guidelines

Attachment C is the State Fleet Services Budget Guidelines sent to OMB in April 2016 for agencies to
use when preparing their budgets for the 2017-19 biennium. The historical average cost used was
$1.96/gallon for gas and diesel with a 15% inflation index, the projected fuel average of gas =
$2.98/gallon; diesel = $2.98/gallon.

The current national average for gas is $2.38/gallon and the current North Dakota average for gas is
$2.27/gallon.
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Below is a chart that shows the state fleet rate comparison of the rental rates for vehicles checked
out of the state fleet motor pool.

Fleet Motor Pool Vehicle BudgetGuide‘lines"(Per Mile)
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Mr. Chairman, that concludes my testimony and I will be happy to answer any questions the committee
may have.
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Attachment A
STATE FLEET SERVICES BUDGET GUIDELINES — May 2014

2015-2017 Biennium Assigned Vehicle Budget Guidelines

| DEPREC/MONTH |

Mini Pass. Van - T225.00
Sedan/Wagon 2 0.290 0.04 158.00
Light Pickup/Cargo Van/Full-Size Utility 3 0.500 0.06 177.00
Heavy Pickup/Van/Full-Size Utility 4 0.630 0.04 213.00
Highway Patrol 7 0.460 0.08 401.00
Game Enforcement/Special 9 0.410 0.07 324.00
Facility Service Vehicle 12 1.200 0.08 101.00
Compact Utility/All 13 0.420 0.05 215.00
Miscellaneous Truck/Mid-Size Bus 18 37.100 8.00 244.00
Distributor Truck 19 41.250 5.00 289.00
Sign Truck/Garbage Truck 20 34.000 22.00 464.00
Tandem Axle Truck/All 22 62.000 15.00 563.00
Truck Tractor 23 47.000 11.00 251.00
Water Commission Truck 27 51.000 1,061.00
Lineworker Truck 29 21.000 194.00
Shuttle Bus 30 30.000 1.00 519.00
Fuel Truck 31 6.000 8.00 443.00
Drill Truck 32 41.000 20.00 814.00

2015-17 Fleet Motor Pool Vehicle Budget Guidelines

 DESCRPTION | GROUP | OPER&DEPREC | REPLGMNT | MILEMO
Mini Pass. Van 1 060  002] 071
Sedan/Wagon 2 0.45 0.04 0.49
Light Pickup/Cargo Van/Full-Size Utility 3 0.71 0.06 0.77
Heavy Pickup/Van/Full-Size Utility 4 0.88 0.04 0.92
Highway Patrol 7 0.72 0.08 0.80
Game Enforcement/Special 9 0.59 0.07 0.66
Facility Service Vehicle 12 1.76 0.08 1.84
Compact Utility/All 13 0.65 0.05 0.70
Miscellaneous Truck/Mid-Size Bus 18 53.00 8.00 61.00
Rotary Snowplow 24 206.00 ‘ 206.00
Medical Simulator Trucks 25 42.00 42.00
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Attachment B

STATE FLEET SERVICES BUDGET ESTIMATES REMAINDER OF 2015-2017 BIENNIUM - February 2016

Revised 2015-17 Assigned Vehicle Estimated Rates

~0.260 .02 0.280 225.00

“Mini Pass.'V‘an 1

Sedan/Wagon 2 0.200 0.04 0.240 158.00
Light Pickup/Cargo Van/Full-Size Utility 3 0.330 0.06 0.390 177.00
Heavy Pickup/Van/Fuli-Size Utility 4 0.400 0.04 0.440 213.00
Highway Patrol 7 0.320 0.08 0.400 401.00
Game Enforcement/Special 9 0.240 0.07 0.310 250.00
Facility Service Vehicle 12 0.750 0.08 0.830 101.00
Compact Utility/All 13 0.250 0.05 0.300 215.00
Miscellaneous Truck/Mid-Size Bus 18 31.00 8.00 39.00 244.00
Distributor Truck 19 31.00 5.00 36.00 289.00
Sign Truck/Garbage Truck 20 23.00 22.00 45.00 525.00
Tandem Axle Truck/All 22 55.00 15.00 70.00 650.00
Truck Tractor 23 33.00 11.00 44.00 251.00
Water Commission Truck 27 30.00 30.00 1,229.00
Lineworker Truck 20 9.00 9.00 194.00
Shuttle Bus 30 27.00 1.00 28.00 519.00
Fuel Truck 31 9.00 8.00 17.00 443.00
Drill Truck 32 22.00 20.00 42.00 814.00

Revised 2015-17 Fleet Mofor Pool Vehicle Estimated Rates

MihiT"aés. V;Fl

Sedan/Wagon

Light Pickup/Cargo Van/Full-Size Utility
Heavy Pickup/Van/Full-Size Utility
Highway Patrol

Game Enforcement/Special

Facility Service Vehicle
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Medical Simulator Trucks
Bridge Aerial Lift
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STATE FLEET SERVICES BUDGET GUIDELINES - April 2016
2017-2019 Biennium Assigned Vehicle Budget Guidelines

Attachment C

Mini Pass. Van 1) 034 0.02 0.36 191.00
Sedan/Wagon 2| 0.25 0.08 0.33 157.00
Light Pickup/Cargo Van/Full-Size Utility 3| 043 0.06 0.49 177.00
Heavy Pickup/Van/Full-Size Utility 4] 0.52 0.02 0.54 202.00
Highway Patrol 7| 0.40 0.08 0.48 400.00
Game Enforcement/Special 9| 0.33 0.12 0.45 288.00
Facility Service Vehicle 12 | 0.95 0.12 1.07 104.00
Compact Utility/All 13| 0.32 0.05 0.37 205.00
Miscellaneous Truck/Mid-Size Bus 18 | 34.00 3.00 43.00 300.00
Distributor Truck 19 | 39.00 5.00 44.00 292.00
Sign Truck/Garbage Truck 20 | 27.00 25.00 52.00 570.00
Tandem Axle Truck/All 22 | 61.00 15.00 76.00 650.00
Truck Tractor 23 | 41.00 11.00 52.00 252.00
Water Commission Truck 27 | 50.00 0.00 50.00 1,250.00
Shuttle Bus 30 | 36.00 1.00 37.00 519.00
Drill Truck 32 | 57.00 15.00 72.00 710.00

2017-2019 Biennium Fleet Mofor Pool/Vehicle Budget Guidelines

Mini Pass. Van 1 0.61 0.02 0.63
Sedan/Wagon 2 0.42 0.08 0.50
Light Pickup/Cargo Van/Full-Size Utility 3 0.67 0.06 0.73
Heavy Pickup/Van/Full-Size Utility 4 0.76 0.02 0.78
Highway Patrol 7 0.66 0.08 0.74
Game Enforcement/Special 9 0.47 0.12 0.59
Facility Service Vehicle 12 1.51 0.12 1.63
Compact Utility/All 13 0.54 0.05 0.59
Miscellaneous Truck/Mid-Size Bus 18 49.00 9.00 58.00
Rotary Snowplow 24 300.00 300.00
Medical Simulator Trucks 25 62.00 62.00
Bridge Aerial Lift 28 18.00 18.00
Lineworker Truck 29 20.00 10.00 30.00
Fuel Truck 31 28.00 7.00 35.00
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