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516 Third Avenue
Seattle, WA 98104

m KI N G C O U NTY 1200 King County Courthouse

King County Signature Report

April 20, 2009

Motion 12958

Proposed No. 2009-0158.1 Sponsors Hague

A MOTION approving the Motor Pool Equipment Rental

and Revolving Fund Report.

WHEREAS, the fleet administration division of the department of transportation
manages acquisition and maintenance of more than two thousand six hundred diverse
fleet vehicles and equipment, and

WHEREAS, these vehicles and equipment support business activities in county
departments including the sheriff’s office, the roads services division, the department of
natural resources and parks, the department of development and environmental services
and department of adult and juvenile detention, and

WHEREAS, fleet administration promotes effective management and efficient
service delivery through open communication, collaboration and coordination with its
customers, and

WHEREAS, transparency of the rate making process and resulting rates are
fundamental to good business decisions and strong relationships with our customers;

NOW, THEREFORE, BE IT MOVED BY THE Council of King County:




Motion 12958

17 The King County council hereby approves and adopts the attached Motor Pool
18 Equipment Rental and Revolving Fund Report.
19

Motion 12958 was introduced on 3/9/2009 and passed by the Metropolitan King County
Council on 4/20/2009, by the following vote:

Yes: 5 - Mr. Constantine, Mr. Ferguson, Ms. Hague, Ms. Lambert and Mr.

Gossett
No: 0
Excused: 4 - Mr. von Reichbauer, Mr. Phillips, Ms. Patterson and Mr. Dunn

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

R/QDI%/C) é)dvu»

Dow Constantine, Chair

ATTEST:

(', "o, . ‘

Anne Noris, Clerk of the Council

Attachments A. Motor Pool Equipment Rental and Revolving Fund Report February 27, 2009
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Motor Pool Equipment Rental and Revolving Fund Report
February 27, 2009

This report is provided as a response to a request for information in a 2009 Budget
Proviso. Specifically, the request is as follows:

The analysis should identify and evaluate costs, revenues and allocations
associated with all motor pool fund related assets with a value greater than
815,000 that are charged back to contract cities. The analysis should also reflect,
but not limited to, asset description, class, in service date, operating, maintenance
and other related costs, reserve amounts collected, reserve amount refunded to
customers, estimated useful life and estimated replacement cost.

Background

Fleet Administration manages the acquisition, maintenance, replacement and disposal of
more than 2,600 fleet vehicles and equipment. The division purchases and warehouses a
large and diverse inventory of construction materials and supplies, traffic signs, safety
equipment and hand tools. It accounts for the county-wide $2 billion capitalized assets
and the disposal of all surplus property. It administers the county take-home vehicle
authorization program and provides reimbursable stores, materials, and supplies and
vehicle maintenance services to more than 185 local cities and jurisdictions. Fleet
manages three separate Equipment Rental and Revolving Funds, one of which is Motor
Pool.

The Motor Pool Equipment Rental and Revolving Fund serves as the accounting
mechanism to record Motor Pool revenues and expenditures and is considered an internal
service fund. Internal service funds are an effective way to identify the costs of providing
specific services. User agencies are charged fees to provide the fund revenue for vehicle
replacement and the recovery of operating and maintenance expenditures, including
overhead. By law, (R.C.W. 36.33A), revolving funds are required to recover all costs.
Monies accumulated in the equipment rental and revolving funds are required to be
retained therein from year to year.

Overview of Sheriff Office Services

Fleet manages 658 rolling stock vehicles for the Sheriff’s Office. The initial vehicle
acquisition cost is funded from the agency/customer needing the vehicle. In the case of
the Sheriff’s Office, the County General Fund pays the initial acquisition cost of a
vehicle. The ownership is then transferred to the Motor Pool Equipment Rental and
Revolving Fund as a donation. Fleet charges monthly rental rates for all 658 vehicles to
the Sheriff’s Office budget to cover, fuel, maintenance, replacement and overhead.
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The Sheriff’s Office provides law enforcement services under contract to a number of
cities through Interlocal Agreements. This contracted service includes the use of 180
county owned vehicles. The Sheriff’s Office is the contract administrator and Fleet
Administration does not have a direct relationship with the contract cities.

The Sheriff’s Office currently has service contracts with the following cities/tribes:
Burien
Covington
Kenmore
Maple Valley
Newcastle
North Bend
Sammamish
Sea Tac
Shoreline
Woodinville
Muckleshoot Tribe

Summary of Spreadsheet

The following attachments itemize the information on each county vehicle used in a
contract city as of December 31, 2007. Exhibit A is an explanation of the headers of each
column in the spreadsheet. Exhibit B includes the spreadsheet that shows the requested
information. This includes the asset description, class, in service date, operating,
maintenance and other related costs, estimated useful life, estimated replacement cost,
replacement cost charged and reserves refunded.

In summary, there are many types of vehicles used in contract cities for different business
activities. The most prevalent is the Ford Crown Victoria that is used as a patrol vehicle.
The estimated average vehicle replacement mileage for the primary class of Crown
Victoria’s is 110,000 miles. This calculates to 72 months, or 6 years. This is the time
that it takes the average Crown Victoria to reach the nationally recognized MACE
model’s most cost-effective replacement mileage. There are other classes of vehicles
with longer lives because they accumulate miles at a slower pace and thereby reach their
replacement mileage in a different number of years, or life months.

The operation and maintenance costs of each vehicle vary since they reflect fuel use,
mechanical difficulties and accidents. The costs are averaged in monthly rates by vehicle
type for more budget predictability. This was recommended in the Budget, Accounting,
and Reporting System for Intragovernmental Services (BARS) Section 10-I-3. This
methodology also supports Motion 5888, King County Financial Policy for Non-General
Fund balances to aim for relative rate stability for budgeting predictability.

King County Fleet Administration Division has historically had the lowest patrol car
maintenance and operating cost per mile of all agencies surveyed. The most recent
survey was conducted by Snohomish County in 2006.
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You will notice that the “Reserves Refunded” column on the spread sheet has “0” for
each vehicle. This is because the fund balance in 2007 did not reach the refund threshold
0f20%. The policy for the return of fund balance was set by Executive Policy FES 11-1
(AEP), 1999. A copy is provided as Exhibit C . In summary, it states that:

The Fund Balance Reserved for the Equipment Replacement shall be no less than 10%
and may not be more than 20% of the estimated replacement costs of all equipment in the
fund at any given year during the fleet replacement cycle. Any amounts, which cause this
designated fund balance to exceed the 20% threshold at any given year during the
replacement cycle, maybe returned proportionately to the contributing funds.

The underpinnings of this Executive Policy appeared in the 1997 King County Council
Audit. This audit determined that it was unnecessary to keep reserves on hand that would
be adequate to replace the entire fleet in a given year. Instead, it was only necessary to
keep reserves that would be adequate to replace the expected annual replacement average
of 14% of the fleet. Further, the audit determined that the reserve balance should be
flexible, but within certain boundaries. It should be flexible to allow management to
tailor it to specific annual conditions in the timely replacement of equipment, but must
also be at a level which would not unnecessarily reduce funds available for direct
government services.

According to policy, the following Fund Balance amounts were returned to contributing
funds to date:

1998 $3,200,000
2001 $1,500,000
2003 $1,800,000

The County Auditor's Office again audited Fleet’s replacement reserve methodology in
2007 and found it to be equitable and in keeping with several best practices
recommendations. The report was published May 8, 2007.

The current Motor Pool Equipment Rental and Revolving Fund Balance is approximately
8% of the estimated replacement cost of all equipment. It is not expected that the fund
balance will exceed the 20% threshold in the next five years as noted in the Financial
Plan.

The Plan For Intranet Posting

The transparency of the rate making process and the resulting rates are important to solid
decision making and strong relations with our customers. We have been working on an
intranet program design that would provide departmental customers with rates and
corresponding information for all of our vehicles. This will be available by the end of
March, 2009.
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Exhibit A

Explanation of Spreadsheet Headings

Contract City
Class

In Service Date
Vehicle

Yr Make Model

Replacement Cost Charge

Reserves Refunded
Life Mos

2009 Vehicle Cost

2007 0&M
2007 Overhead

2007 Credit to O&M
2009 Annual Rate

2009 Monthly Average Rate

The assignment of this vehicle per the Sheriff's Office.

A ten digit national identity code that allows similar vehicles to be compared.
The date the up fitted vehicle was released to the department.

The project number assigned to this vehicle.

The description of the vehicle.
The amount of the Vehicle USED based on the average department class miles
driven in the prior year. (Vehicle cost divided by life months times 12)

Reserves are refunded against the Fund not the individual vehicle.
The AVERAGE life expected from this class of vehicle based on the miles driven
and MACE derived maximum miles this vehicle should last.

Projected vehicle replacement costs for 2009,
The actual operating (mostly fuel) and maintenance (including repairs and
accidents) cost of this vehicle in the last full year of data.

The cost assigned based on the O&M for Fleet to do business.

The revenue received from other sources and returned based on the O&M costs
{this includes interest the fund earned and revenue from surplused vehicles)
The annual amount that this vehicle needs to return to the fund to collect FULL

COST recovery. This includes all the costs (fuel, depreciation through miles driven

via the MACE model, repairs, etc.) incurred by each vehicle.

The average monthly rate calculated by adding all the annual rates together for this

class and dividing by the number of vehicles in this class.
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Exhibit C

Equipment Rental and Revolving Funds Fund Balance Policy

m King County

Equipment Rental and Revolving Funds Fund Balance Policy

Document Code No.: FES 11-1 (AEP)

Department/Issuing Agency: Department of Transportation/Fleet
Administration Division

Effective Date: March 12, 1999

Approved: /s/ Ron Sims

Type of Action: New

1.0 SUBJECT TITLE: Equipment Rental and Revolving Funds Fund Balance
Policy

1.1 EFFECTIVE DATE: Upon Approval

1.2 TYPE OF ACTION: New

1.3KEY WORDS: (1) Fund Balance; (2) Fund Balance Reserved for Parts,
Supplies and/or Materials Inventories; (3) Fund Balance Reserved for Equipment
Replacement; (4) Fund Balance Reserved for Capital Replacement and
Improvement; and (5) Rental Rates.

2.0 PURPOSE~ To formalize a policy consistent with applicable statutes on the
level and components of Fund Balance and to outline the formula to be used in
determining rental rates so as to assure compliance with the desired Fund
Balance level.

1.1 To maintain user rental rate stability.

1.2 To assist King County in maintaining its credit rating.

1.3 To provide funds for timely and efficient replacement of materials, vehicles
and equipment, and systems and equipment not rented out by the fund.
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3.0 ORGANIZATIONS AFFECTED: Applicable to the Public Works Equipment
Rental and Revolving Fund (Fund 557) and to the Motor Pool Equipment Rental
and Revolving Fund (Fund 558) and other equipment rental and revolving funds
that may be established and managed by Fleet Administration in the future.

4.0 REFERENCES:

4.1 Revised Code of Washington, Chapter 36.33A, "Equipment Rental and
Revolving Fund"

4.2 King County Financial Policy for Non-Current Expense Fund Balances,
adopted by King County Council Motion No. 5888, January 3, 1984

4.3 Motor Pool Special Study, Report No. 97-9, Presented to the King County
Council by the Office of the Auditor, dated November 17, 1997

4.4 Budgeting Accounting Reporting System (BARS) Manual, Office of State
Auditor, Volume 1, Part 3, Chapter 7

4.5 Miller Comprehensive Governmental GAAP Guide, 1997, author Larry P.
Bailey, Harcourt Brace & Company

4.6 State Auditors Accounting Manual, Introduction and Determination of Rental
Rate, Chapter 10, Section I, Pages 1-8.

4.7 GASB Codification of Governmental Accounting and Financial Reporting
Standards. Section 1300.104.

5.0 DEFINITIONS:

5.1 "Fund Balance" means the difference between the total current assets and
total current liabilities of the fund. It represents the balance of all financial
resources available for current appropriation and expenditure after all revenues
and expenditures have been accounted for at the end of a given period. The
Fund Balance shall contain three components:

5.1.1. "Fund Balance Reserved for Parts, Supplies and/or Materials Inventories"
means the amount set aside and available for the replacement of parts, supplies
and/or materials in the Supplies Inventory asset account.

5.1.2. "Fund Balance Reserved for Capital Replacement and Improvement"
means the amount set aside and available for specifically planned capital
improvements and replacements of existing systems and equipment not rented
out by the fund, such as automotive test equipment, shop hoists, car wash
facility, steam cleaner facility, etc.

12
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5.1.3. "Fund Balance Reserved for Equipment Replacement" means the amount
set aside and available for the replacement of vehicles and equipment in the
Fixed Assets account.

5.2 "Rental Rate" means the amount charged to the using agency for the use of
Equipment Rental and Revolving Fund vehicles or equipment. The rentals may
be charged on an hourly, daily or monthly into the fund, consistent with RCW
36.33. Rental Rates provide for maintenance and operating costs, overhead
costs, depreciation and replacement surcharge, and non-operating revenues and
other adjustments.

5.2.1 "Maintenance and Operating Costs" mean the current costs of keeping the
vehicle or piece of equipment in operation. It includes, but is not limited to, the
costs of gasoline or diesel, oil, tires and tubes, batteries, and all other parts and
labor expended in order to maintain and operate the fleet.

5.2.2 "Overhead Costs" mean the current cost expended for providing general
management, administrative activities, insurance, rent, utilities, support services
in managing the fleet and County wide central service charges.

5.2.3 "Depreciation" means the portion of the original purchase price of the
vehicle or piece of equipment expensed during its economic life.

9.2.4 "Replacement Surcharge" means the additional amount charged in order to
accumulate the arithmetic difference in the anticipated cost of the replacement
equipment over the original purchase cost of the equipment currently in service
during the remaining lift of the current vehicle or piece of equipment.

5.2.5 "Non-operating Revenues" means the amount credited against the rental
rate to reflect other revenues earned by the fund. The primary sources of non-
operating revenues are interest income and proceeds from the sale of surplus
vehicles and equipment.

5.2.6 "Other Adjustments" are amounts added to or credited to the rental rate to
cover deficiencies or surpluses in the prior year's operations.

6.0 POLICIES:

6.1 The Fund Balance Reserved for the Equipment Replacement account shall
reflect all amounts accumulated for depreciation and replacement surcharge
components in the rental rate. This amount shall be no less than 10% and may
not be more than 20% of the estimated replacement costs of all equipment in the
fund at any given year during the fleet replacement cycle. Any amounts, which
cause this designated fund balance to exceed the 20% threshoid at any given
year during the replacement cycle, maybe returned proportionately to the
contributing funds.
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6.2 The Fund Balance Reserved for Parts, Supplies and/or Materials Inventories
shall equal the amount in the asset account, Supplies Inventories.

6.3 The Fund Balance Reserved for Capital Replacement and Improvement shall
be three percent of estimated annual revenues. Such amounts may be
designated for planned capital improvements and purchase or replacement of
systems or fixed assets not rented out by the fund.

6.4 Monies collected for future equipment replacement shall remain in the
Equipment Rental and Revolving Fund until expended for such replacement, or
may be reimbursed to contributing funds consistent with section 6.1.

6.5 Rental rates shall cover all costs of maintenance and repair, material and
supplies consumed in operating and maintaining equipment, administrative and
central services overhead and the future replacement thereof. "

7.0 PROCEDURES:

7.1 Fleet Administration Division of the Department of Transportation shall
develop rental rates as a part of the Executive budget process.

7.1.1 The operating and maintenance costs shall be determined by using the
most recent cost information available for the preceding twelve months. For
vehicles or pieces of equipment with no cost history, Fleet Administration shall
develop an estimate using whatever indices or comparable data is available.

7.1.2 The depreciation cost component of the rental rate shall be computed by
Fleet Administration using historical experience as to asset life. Depreciation will
be calculated using the straight-line method, unless another method is
determined mutually by Fleet Administration and the user agency to be more
appropriate. Depreciation will be calculated starting the first full month that the
vehicle is in service.

7.1.3 The replacement surcharge cost component of the rental rate shall be
computed by subtracting the purchase price of the vehicle or piece of equipment
currently in service from the anticipated cost of the replacement piece of
equipment if it were to be replaced in the current period, divided by the
anticipated economic life of the asset, in periods.

7.1.4 The other component of the rental rate computation shall be determined by
estimating the anticipated proceeds from all sources of income other than rental
revenues. Factors to be used in estimating other income include, but are not
limited to, economic climate and historical experience.
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7.2 Fleet Administration Division shall develop annually a financial plan covering
the fleet replacement of the fund. The plan shall ensure that the appropriate level
for each component of the fund balance is met.

7.2.1 Fleet Administration shall designate from the total fund balance reflected on
the financial plan the Fund Balance Reserved for Parts, Supplies and/or
Materials Inventories which shall be computed to equal the amount in the asset
account Inventory of Supplies, and as such will be estimated in the financial plan
to be equal to the level of supplies inventory on hand at the end of the previous
year, plus or minus adjustments for known changes in the operation affecting the
level of supplies inventory.

7.2.2 Fleet Administration shall designate from the total fund balance reflected on
the financial plan the Fund Balance Reserved for Capital Replacement and
Improvement, which shall be computed to be three percent of estimated annual
revenues.

7.2.3 Fleet Administration shall designate the fund balance remaining after
implementing item 7.2.1 and item 7.2.2 as the Fund Balance Reserved for
Equipment Replacement. This amount shall be no less than 10% and may not be
more than 20% of the estimated replacement cost of all equipment in the fund at
any given year during the fleet replacement cycle. Any amount which causes the
designated fund balance to exceed the 20% threshold at any given year during
the replacement cycle may be returned proportionately to the contributing funds.
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