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Abstract

Beyond the boundaries is what this paper is all about.

Councils’ need to move outside their comfort zone, the traditional “always done it this way” approach to the management of their light vehicle fleets.

Councils’ have disportionately large Light Vehicle Fleets that are costing their ratepayers many millions of dollars.  The light vehicle fleet of Councils’ does not value add to ratepayers services, and is not managed effectively or with relative regard to the costs.

There are historical reasons for the current Light Vehicle Fleet dilemma in Local Government, with little or no strategies to regain management over this high cost area.  We need to look beyond the traditional boundaries, and be a part of the change rather than the current problem.

This paper offers a strategy to reduce Councils’ exposure to the growing cost associated with its’ Light Vehicle Fleets.
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Introduction

Over recent years there have been very significant changes to the motor vehicle market, which have impacted upon the costs associated with vehicle ownership within Councils.  These cost changes have included;

 The changes in public acceptance of small (cheap) 4 cylinder vehicles over the traditional 6 cylinder type.

 Changes to taxation relating to vehicles, beit initially Sales Tax and then G.S.T.

 The resale values with consistent reductions in vehicle returns at auction      and trade-in.

 Fuel costs, increasing by some forty percent (40%) over recent years.

As extreme examples, purchase prices on standard vehicles have increased by say $5,000 each due to taxation changes, resale values having fallen by say $6,000 each and annual fuel costs having increased by $1,000 per annum per vehicle.

Over a vehicle fleet the size of Sutherland Shire Council’s this has resulted in increased annual ownership costs of up to $1,000,000.   Clearly our Council needed to review its approach and management of its Light Vehicle Fleet to gain some control over these costs.

Objectives

· To recommend options that will significantly reduce operational costs, while achieving Council’s adopted environmental targets.  i.e. introduction of dedicated LPG vehicles and/or smaller 4 cylinder petrol vehicles.

· To gain a Council wide commitment to reduce the total light vehicle fleet by a minimum target of 10% over the next twelve months period.

· For drivers to be given the opportunity to “hand back” their vehicle for a commensurate salary adjustment, subject to continued operational vehicle coverage and approval by the Director and General Manager.

· To establish a mechanism to show whole of life costs for Councils leaseback vehicles with a transparency for ongoing lease fee management.

Beyond the Boundaries

The paper is an ongoing commitment by this Council to reduce costs and vehicle numbers associated with the Light Vehicle Fleet. A progress report on the stated objectives is included and forms part of this presentation.

Cost Factors

Vehicle Change-over Costs

Some four years ago, when councils were exempt from sales tax and the new car market was depressed, compared with current record sales, the changeover cost on our light vehicle fleet was close to “break-even”.

Three factors have changed this scenario.  These factors being the imposition of sales tax, three successive years of record new car sales and the G.S.T component in the price of used vehicles.

Recent auction results highlight this point:-

Vehicle Type:
Ford Falcon S/Wagon


Odo Reading:
76,928

Sale Price     : $14,000 (less GST) i.e.



 $13,182


With the average cost of a new vehicle being approximately $26,000 the changeover cost of cars to Council will be between $12,000 - $13,000 per unit.  

Our current light vehicle fleet size is 265 units, being 174 Council owned and 91 units under lease.  

Our 2000/2001 budget includes $540,000 for motor vehicle replacements of some 52 units which reflects the current changeover cost.  Future budget estimates are as follows:

Planned Replacements

2001/2002
2002/2003
2003/2004

Passenger (40)

Commercial

(20)

$540,000
Passenger

(25)

Commercial

(20)

$300,000
Passenger

(36)

Commercial

(22)

$600,000

Our lease payments for the 91 lease vehicles have naturally been affected by these changes with the 2000/2001 budget allowance of $830,000 to cover costs.

Vehicle Running Costs

Whilst the price for oil can fluctuate up to $35 (US) per barrel, the cost of petrol / diesel is appearing to stabilise.  The current cost to Council in May 2001 for unleaded petrol is 78 cents per litre (excl.GST).  The increasing  cost to Council for both petrol and diesel is dramatically depicted on the attached graph (see Attachment “IV”).

Since May 1999 the cost of petrol has risen by almost 40%.  Given the current volume of petrol used per year, this represents an increase in cost to Council of approximately $210,000.

Maintenance and Repair Costs

The decision to extend the effective life of Council vehicles to 3 years/80,000 kilometres and beyond has increased “fair wear and tear” costs on Council’s light vehicle fleet.  Each vehicle will now require (as a minimum) one extra set of tyres, one battery and one additional brake pad change.  This equates to about $360 per vehicle or $96,400 over the vehicle fleet per annum.

Quantity of vehicles owned by Council

Council has some 265 light vehicles, including utilities and specialist vehicles.  Given our total employment is between 1,000 – 1,100 personnel, this is a high vehicle ownership ratio of approximately 25% of staff.  A survey of adjacent councils indicates that we are at the top end of the range of vehicles / staff numbers.

It is understood that in previous years, where vehicle ownership cost was essentially “break-even” it was an easy affordable option in employment to provide a vehicle, irrespective of the job requirement.  

This situation, due to sustained market changes, has now changed.  Accordingly, Council has now changed its position on vehicle provision and ownership.

Whole of Life Costing

A mechanism has been developed showing the whole of life costing for all leaseback vehicles within the Light Vehicle Fleet.  This means that by changing the parameters, such as State Government pricing, fuel costs or the like, a weekly lease fee is automatically calculated to recover that private use portion of costs to Council.  (Refer Attachment ‘I, II & III’)

The Solutions

Vehicle “Handback”

Given that we have established the ownership cost of a vehicle at approximately $10,500 per annum per unit, a commensurate payment in addition to annual salary could be offered to employees for the “hand-back” of their vehicle.  It was therefore suggested that the Personnel Department establish a commensurate payment, with consideration to the full cost of vehicle ownership and relative value of the vehicle provision to employees.

Example:

Typical cost per annum $10,500 less leaseback contribution $3,500 less any costs for superannuation & leave liability (19.5%) = $5,635 or $6,000.

∴ Adopted “Handback” option agreed at $6,000 payment in lieu of vehicle with conditions applicable and approved by the Director and General Manager.

Funding for this option in the first instance, will be from the sale of the vehicle, and in subsequent years will be self funded from vehicle running cost savings.  In addition, each division will review the vehicle needs, with a commitment to reduce same by a minimum 10% over the next twelve months.

Divisional and departmental pooling of vehicles would offset any operational need affected by these vehicle reductions.

Vehicle Running Costs

The provision of vehicles where an alternate fuel type eg. LPG is available i.e. the Ford Sedan/Wagons and Utilities, is now mandatory.  This action has reduced fuel running costs by $55,600 per annum on the existing 45 units.

The alternate small vehicles (4 cyl) option has been introduced to the light vehicle fleet and encouraged by Directors i.e. the Holden Vectra & Astra with fuel usage at 8.5 and 6.5 litres per 100 kilometres respectively. This represents a minimum 40% fuel usage reduction over the standard 6 cylinder types.

Environmental Advantages

Council has, to date, changed 45 vehicles to LPG, which has been assessed as  a reduction in Global Warming Potential gases (CO2 equivalent) by in excess of 243 tonnes.  This equates to the planting of in excess of 954 trees.

Council can now be seen as taking a leading role in achieving the environmental targets enshrined in our adopted environmental strategies.

Summary of how the project will achieve its objectives.

· Adoption of Policy by Sutherland Shire Council’s Directors and Managers, to reduce Councils Light Vehicle Fleet by 10%.
· To promote and market smaller 4 cylinder vehicles into Council’s Light Vehicle Fleet.
· The reduction of fuel usage as a result of the introduction of smaller 4 cylinder petrol vehicles as well as cost savings associated with the LPG vehicles.
· The implementation of the “hand back” system should contribute to the commitment of reducing the fleet size.
· Full cost recovery of private use through the established whole of life costing mechanism.
Demonstration that the project is innovative

This project moves away from and challenges the traditional approach to vehicle provision in Local Government. The changes to alternate fuels, smaller vehicles and the commitment to reduce fleet numbers is innovative in Local Government and should be encouraged, by positive recognition, for adoption by all Councils.

Local Government is in a unique position to influence community perceptions and in all cases should be prepared to embrace market changes to provide the best value for its ratepayers.

Our Council’s Achievements
Over the last twelve months, Sutherland Shire Council has adopted the initiative of introducing dedicated LPG vehicles and or smaller 4 cyl. vehicles into the light vehicle fleet with the following breakdown of vehicles:

(13) 

Passenger sedans/wagons  (LPG)

(32)
Commercial utilities (LPG)

( 3)
4 cylinder passenger sedans

The introduction of these dedicated LPG vehicles and smaller vehicles equates to fuel savings of $49,248 per annum and an equivalent of reducing Global Warming Potential gases (CO2 equivalent) by 243.00 tonnes or 122,727 cubic metres and the planting of in excess of 954 trees.  The 4 cylinder smaller vehicles also allows an immediate saving on purchase price of $2 – 3,000 per unit.

It is proposed that during 2001/2002 financial year a further 52 alternate fuel and 6 smaller 4 cylinder vehicles will be purchased to replace existing petrol and 6 cylinder vehicles. (Orders will be placed in July 2001), as follows;

(34)
Passenger sedans/wagons

(20)
Commercial utilities

(6)
4 cylinder passenger sedans   

With the current 45 dedicated LPG vehicles and the proposed 52 vehicles to be purchased in the upcoming financial year, Sutherland Shire Council will have in total 40% of the Light Vehicle Fleet as dedicated LPG vehicles, or smaller 4 cylinder vehicles.

With the introduction of the alternate fuel vehicles and the smaller 4 cylinder vehicles Sutherland Shire Council has effected within one year a forty percent (40%) change to the Light Vehicle Fleet with resultant savings in $’s and reduced Global Warming Potential Gases.

The total fuel saving is estimated at $100,000 - $130,000 per annum for 102 vehicles and will reduce Global Warming Potential gases (CO2 equivalent) by approximately 550.80 tonnes or 278,182 cubic metres. This equates to an estimated 2,162 trees planted. 
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