














Metropolitan Government of Nashville and Davidson County

Flammables are not properly secured.
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Metropolitan Government of Nashville and Davidson County

This abandoned battery in the Police parking lot
suggeststhat batteriesare not closely controlled.
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Metropolitan Gover nment of Nashville and Davidson County

Thefollowing section provides summary information relative to a variety of special
issues that impact Fleet Operations within Metro:

SPECIAL ISSUES
This section examines the Metro-wide issues listed below:

Vehicle Assignment (including take home vehicles)
Radio Operations

Parking/Traffic Violations

Central Motor Pool Fleet Replacement

Motor Vehicle Fuel

Vehicle Insurance

Any recommendations pertaining to these issues are contained in either the Executive
Summary or Chapter Two.

VEHICLE ASSIGNMENT:

I ntroduction

This section examines the policy and practice of 24-hour vehicle assignments by Metro
departments, the appropriateness of those assignments, the application of federal tax
regulations, and the use of nongovernment license plates on Metro vehicles.

M ethodology

In March 2001, Metro Motor Pool sent an inquiry to all departments requesting information
on al vehicles assigned to employees on a 24-hour basis. This was necessary because there
are no central records of 24-hour vehicle assgnments. Each department was asked the
following:

- How many vehicles are assigned on a 24-hour basis,
- Decals of those vehicles, and

- Assigned driver’s name
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Responses from various departments were received and tabulated by staff in the Metro Motor
Pool. TCI collected this data from Metro Motor Pool and conducted an anaysis of the
responses. Internal Audit sent a follow up request to responding departments requesting
copies of the policy they follow when making these assignments.

Additionally, personal and telephone interviews were conducted to follow up on various
aspects of this policy and departments compliance with federal regulations.

Current Policy
Regulations that govern the assignment of vehicles were found in the following aress:

Metropolitan Government of Nashville and Davidson County Automotive Fleet
Policy”, dated 11/20/89

Metropolitan Police Department, Genera Order No. 97-15, “Police Vehicle Policy and
Procedure”, dated 12/31/97, and

Nashville Fire Department Standard Operating Procedures, dated 07/01/88

Davidson County Sheriff’s Office, Policy Index Number 1-3.155, “Vehicle Use and
Control”, dated 8/10/01.

Vehicle Assignment

Most departments follow the Motor Pool Regulations for fleet management, “Metropolitan
Government of Nashville and Davidson County Automotive Fleet Policy”, dated 11/20/89.
The Police, Fire and Sheriff Departments have developed their own policies governing take
home vehicles.

Motor Pool Regulations state that there are five types of vehicle assignments that may be
made by department heads, subject to the approval of the Director of General Services:

Type A — Individual Take Home Assignments. For employees whose job
responsibilities include a requirement of making frequent business trips during
normal off-duty hours or who must have the vehicle available to answer
emergency calls while off-duty

TypeB — Rotating Take Home Assignment. For awork group or crew whose job
responsibilities include a requirement of one or more members to make
frequent business trips during normal off-duty hours or who must have the
vehicle available for emergency calls while off-duty.
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TypeC — Individual Workday Assignment. For employees whose job responsibilities
include making frequent business trips during normal duty hours.

TypeD — Group Workday Assignment. For workgroup or crew whose job responsibilities
include making frequent business trips during normal duty hours.

TypeE — Temporary Dispatch. The Motor Pool will make vehicles available for
individual trip assignments for temporary use.

The policy further states, in section 4.4, that it is the duty of each department head to enforce these
Regulations and to take appropriate disciplinary action against employees violating the Regulations.

Police Vehicle Policy and Procedures states there are two types of individual assignment
vehicles: “Twenty-four hour” vehicles and “Official Business’ vehicles. Twenty-four hour
vehicles are assigned to personnel such as.

Chief of Police

Bureau Commanders

SWAT Team members

Police Negotiator Team members
“On-Call” personnel

Others as authorized by the Chief of Police

Officia business vehicles may be used by individuals to conduct official business for the
department, such as to and from work sites, court/other hearings, meetings, training sessions,
vehicle repair appointments and when otherwise authorized by the Chief of Police or his’her
designee.

Fire Department Standard Operating Procedures for overnight permitting states these permits
are issued and regulated by the Fire Chief s Office. Overnight permits may be issued to Fire
Department personnel who have work assignments that require them to respond to
emergencies occurring outside their normal working hours. Overnight permits may also be
issued to other employees whose use of the take home vehicle serves the needs of the City.

The Sheriff’s Office Policy on Vehicle Use and Control states that “take-home” vehicles are
assigned as directed by the sheriff/designee. Normally, these type of assignments will be
made to employeesrequired to use a D.C.S.O. vehicle on aregular basis in the scope of job
performance, and subject to be called for duty at irregular hours or days.
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Out of County Travel

Section 7.1 of the Motor Pool Regulations states that no fleet vehicle shall be operated
outside the geographic jurisdiction of the Metropolitan Government except upon the prior
approval of the Director of General Services. Exceptions are provided for emergency and
law enforcement vehicles when operation is provided by law or departmenta rule.

Police regulations at Section VII. K. state that employees with assigned vehicles who live
outside Davidson County must park their vehicle at a Metropolitan Nashville Police
Department facility unless otherwise authorized by the Chief of Police.

Fire Department regulations at Page 1, item 6) state that “ specia” permission is needed by
the Director-Chief in order to leave the county with an Overnight vehicle. D.C.S.O. policy
found at Page 6, “Out of County Travel” states that out of county travel must be pre-
approved through the Metro General Services Administration.

Compliance with IRS Regulations

Section 9.5 of the Motor Pool Regulations states that it is the responsibility of the employee
to maintain and file appropriate records of the amount of personal use of these vehicles
which afedera tax liability exists, as determined by the Internal Revenue Service and as
directed by the Director of General Services.

The IRS Commuting Rule states that the value of a vehicle must be determined when a
vehicle is provided to an employee for commuting use. This can be done by multiplying
each one-way commute by $1.50. If more than one employee commutes in the vehicle, this
value applies to each employee. Public Safety personnel in uniform are exenpt from this
practice.

Current Practices

Based on interviews and analysis of data provided to TCl, it has been determined that
department heads generally assign 24-hour vehicles to employees based on past administrative
practices. Although we were able to find Motor Pool Regulations governing the assignment of
24-hour vehicles, very few department heads knew of its existence. We were not able to
determine whether 24-hour vehicle assignments were made in accordance with central policies.

Data requests were made to the Finance Department to try and determine if IRS regulations
were being followed for all employees assigned a 24-hour vehicle. We found that there are
some employees who are experiencing a payroll adjustment, however, there is no consistent
method to identify and adjust all employees who fall into this category. A Commuting Form
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isrequired to be completed by commuting employees and attached to the Payroll
Authorization Form and forwarded to Payroll for processing. TCl was unable to find the
policy that governs this process. Asaresult, al departments do not consistently follow this
unwritten policy. For example, there were atotal of 983 24-hour vehicle assignments
identified, but only 65 employees identified with payroll adjustments.

The departmental breakout is as follows:

Table21: Metro Nashville
Summary of 24-Hour Vehicles

Department Number of Vehicle:
Water Services 24
Sheriff 45
General Services 14
Public Schools 22
Office of Emergency Management 6
Public Works 14
Fire 65
Police 782
Other departments 11
Total 983

Other Findings

Some employees are driving 24-hour assigned vehicles out of county on adaily basis.
A data match was conducted comparing home addresses with vehicle assignments.
Approximately 37 drivers live out of county.

Private tags on government vehicles appear excessive when compared to industry standards.

Our survey of benchmarked Cities indicates 24- hour vehicles are limited to emergency
response personnel and, in one City, emergency road response crews.

Summary of Findings

In summary, our review concluded with the observation that there are no centralized records
summarizing 24-hour vehicle usage, no evidence that policies are being followed and a low
correlation of employees assigned a vehicle for 24- hour usage who are complying with IRS
regulations.
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RADIO OPERATIONS:

I ntroduction

TCI was asked to conduct a brief review of the Metropolitan Government radio operations to
ascertain or assess the process of placing units into service, maintenance of mobile radios and
any impact this operation might have on vehicular downtime. The Metropolitan Government
Radio Shop is an entity of General Services and operates on an Internal Service Fund basis.
New rates were put into effect August 15, 2001.

Approximately 17 — 18 personnel staff the operation. Most personnel (12 of the 18) install
and maintain mobile radios for various Metropolitan entities. The balance of staff supports
billing, base station maintenance and service calls.

Three (3) radio systems are currently supported and maintained; VHF, UHF and the new 800 Mhz
system. Over time, staff believes that most users will switch over to the new 800 Mhz system.

Other tasks performed by the Radio Shop include:

Maintenance of fixed base radios

Maintenance of mobile radios

Installation of mobile computers

Installation of automatic vehicle locators (AVL)

Maintenance of 7/8 radio towers

Installation of light bars, sirens, screens and racks for new police vehicles

Approximately 60 — 70% of the units' workload is devoted to Police. Other customers include:

Water and Sewer
Fire Services
Codes Compliance
Public Works

Most billing is accomplished from work orders entered into an old database system and
summarized on spreadsheets. Very little (if any) management information is compiled.

Findings

By and large, we found the Radio Shop to be well organized and financialy viable. The new
rate structure appears to be well formulated.
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The Radio Shop became an area of concern in late Spring of 2001 when the delivery of 150 new
Police cars caused a severe backlog in the system. In previous periods, new vehicle deliveries
occurred on amore piecemeal basis, and the installation times of 12 — 16 hours per vehicle were
comfortably integrated with the entire new vehicle preparation cycle. Thislarge delivery smply
overwhelmed Radio Shop staff and exhausted thinly stocked supply items. All parties, including
Police, have assured TCI that both a new awareness and a new purchasing process will preclude
this event from reoccurring. In fact, parts are now on hand to handle the next 25 deliveries due
to an operational decision to convert 25 new vehicles to sergeant cars instead of patrol.

We do have concerns about the lack of solid viable management information to measure
backlog, labor utilization, turnaround time and the like. TCI believes that Radio Shop
vehicle installation operations should become a part of the new Metro-wide Office of Fleet
Management. This eventually should assist in maraging such critical issues as parts
availability and labor capacity; two key elements in managing patrol car downtime.

PARKING/TRAFFIC VIOLATIONS:

I ntroduction

Concerns were voiced about a backlog of Metro Departmental parking tickets that had
accumulated in the Traffic Violations Bureau. TCl was asked to investigate the handling of
violations and the appropriate charge backs to the users.

Findings

TCI interviewed employees in the Genera Services Motor Pool and the Violations Bureau about
this situation. We did find that the Motor Pool had recently (June 2001) received a batch of
tickets from the Violations Bureau dating from December 1999 to June 2001 and totaling over
$7,000. Both the Division and the Bureau indicated that 75% of the tickets are attributable to
Metro Vice personnel with private vehicle tags who were parking in the vicinity of the Court
House. Motor Pool staff is concerned that a number of vehicles (and employees) have turned
over in the 18 months or so since tickets were issued. As aresult, only $4,250 may be either
charged back to the offending department or collected from the individual offenders.

We have reviewed section 6.0 of the Automotive Fleet Regulations related to thistopic. The
language is quite clear as to responsibilities and action in that employees to whom vehicles
are assigned will be responsible for the costs of traffic or parking tickets issued to the vehicle
whileit is assigned to their care. We have provided the Violations Bureau with a copy of the
aforementioned regulation. Staff there indicate that they will begin to forward these tickets
to Motor Pool on a much more current basis than previoudly provided. The Motor Pool will
also commit to submitting all the required information outlined in sections 6.4 and 6.5 to the
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Departments so swift action can be taken. These sections require Motor Pool to promptly
pay the fine and bill the cost back to the offending department. The department head shall
determine if the charges should be paid by the department or by the employee.

CENTRAL MOTOR POOL FLEET REPLACEMENT:

I ntroduction

The Metropolitan Nashville central motor pool operates as an internal service fund and is a
division of the Department of General Services. They lease, maintain, and service vehicles for
approximately 42 departments and agencies, including the Police Department. Agenciesin
Metro Nashville contribute to the internal service fund or vehicle replacement fund through
approximately 150 different charge-back rates. A charge-back rate is established at the time
the vehicle is purchased and put into service. This rate includes a monthly lease charge for the
vehicle over a 60- month period, plus allowances for escalation and inflation costs.

Findings

Charge-Back Rates for the Police Department: An informal understanding was reached in 1997
between previous administrations of the General Services Department and the Police Department.
Transportation Consultant Inc. (TCI) requested documentation to substantiate this agreement;
however, none could be located. Although TCI was unable to locate any documents that outlined
or discussed this agreement, its policy is widely known and accepted. As aresult, the Police
Department enjoys an advantageous all-inclusive charge-back rate of $335 a month for marked,
pursuit vehicles. This rate covers capital replacement costs, maintenance, and repair expense
allocations, but does not include expenses associated with abuse and accident damages. Based on
full cost recovery needs and industry standards for charge-back systems and methodologies, the
$335 a month charge-back rate does not provide the capital to alow the Genera Services
Department to replace necessary police vehicles at the appropriate time. In order to provide
adequate funding for police vehicle replacements, a higher charge-back rate must be established.

This rate, commencing with the introduction of the fully burdened rates in the Internal
Service Fund on July 1, 2002, should be constructed as follows: Accruals should be levied
against a particular vehicle to provide for its replacement at the end of its' useful life. The
formulais as follows:

Origina Purchase Price
Times Inflation (3%)
Divided by Useful Life Expectancy (in months)
Plus salvage allowance (10%)
Equals monthly charge
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Therefore, for a $28,000 police vehicle purchased in FY 2001 with alife expectancy of four
years, the monthly accrua would be $591.00 per month ($28,000 x 1.03 for four years x
.90% divided by 48 months). These rates do not include maintenance, fuel, radio shop
installations, or insurance.

Existing Police Fleet Replacement Policy

The Police Department’ s fleet liaison personnel monitor the fleet inventory on a continuous
basis. Police personnel target vehicles for replacement by keeping track of vehicle age,
condition, and mileage through an automated computer program. Once a vehicle reaches
75,000 miles, it is targeted for replacement; actions are taken at 90,000 miles to begin the
replacement process. Priority is given to Patrol cars first, then cars assigned to other units.
Sometimes vehicles are removed from service because of poor mechanical condition, high
mileage, repair costs, and substantial damage from accidents.

It istypical of interna service funds that the vehicle replacement funding mechanism that
will adequately cover all estimated costs of supplying and replacing the fleet. Thisis not the

case for the Motor Pool with Police vehicles. It is aso typical that a standard replacement
plan be in place using well-defined criteria. This is aso not the case.

Listed below are criteria that TCI recommends for police vehicle replacement.

Table23: Typical Life Cyclesof Police Vehicles

Unit Description Life Cycle Mileage

Light Administration 6 100,000 — 115,000
Patrol Units 4 90,000 — 105,000
Pickups 6 100,000 — 115,000
Vans 6 90,000 — 105,000
Station Wagons 6 90,000 — 105,000
4 Wheel Units 6 90,000 — 105,000
Motorcycle 3 42,000 — 58,000
Paddy Wagon 7 Various

Note All figuresfor Normal Life Cyclesarein years. All other figures
are mileage unless otherwise noted.
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Based on our analysis of the current fleet, its age and condition, we have determined that
over the next five years, the Department will have to replace 464 vehicles for an estimated
cost of $14.6 million. Table 24 shows the replacement schedule for that portion of the fleet
needing replacing in year 2002, and Table 3 shows the replacement schedule summary by
year and projected costs.

Table24: Replacement Schedule Police Units
(Based On Mileage)

Y ear Vehicles Anticipated
Needed Expenditures

FY 2002 -03 24 $692,160
FY 2003 -04 61 $1,812,017
FY 2004 — 05 62 $1,896,974
FY 2005 - 06 93 $2,930,825
FY 2006 — 07 224 $7,270,967
Subtotal 464 $14,602,943
FY 2007 — 08 252 $8,425,116
FY 2008 — 09 24 $826,464

Chart 1. Police Units Recommended Vehicle Replacement Analysis
Next 5 Fiscal Years
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We redlize that the budgetary impact of this schedule is significantly greater than current
appropriations. However, the Department has a relatively modern fleet; thus, substantial
expenditures will not occur until the fiscal year 2005/2006. Chart 1 is a graph of these same
projected expenditures for vehicle replacements over the next five years.
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For the new fiscal year, the analysis indicates that 24 vehicles need to be replaced at an
estimated cost of $690,000. Interviews with staff indicate that these retiring vehicles are not
adequate with respect to providing safe and reliable service to the Department. Table 25 lists
these vehicles by location, decal number, year, model, and odometer reading as of May 2001.

Table25: Metro Nashville
Police Vehicles Requiring Replacement In Year 2002

DECAL MODEL YR LOCATION MILEAGE
07P2331 TAURUS 97 ADMIN SRVS-RECORDS 111,240
07P6435 CROWN VIC % COP-FISCAL-FLEET MGT 109,844
07P6445 CROWN VIC 9% COP-FISCAL-FLEET MGT 94,646
07P6195 CROWN VIC A COP-FISCAL-FLEET MGT 93,950
07P6408 CROWN VIC 9% COP-FISCAL-FLEET MGT 93,678
07P6476 CROWNVIC 97 COP-FISCAL-FLEET MGT 90,266
07P2178 CENTURY 95 INVEST SRVS-CID-MURDER SQU 91,701
07P1063 3/4 TON 85 INVEST SRVS-VEHICLE IMPOUN 102,514
07P6479 CROWN VIC 97 INVEST SRVS-VICE-EQUIP & S 92,011
07A2997 E-350 89 UNIF SRVS-BUREAU COMMAND 100,988
07P6216 CROWN VIC A UNIF SRVS-PATROL-CENTRAL 124,692
07P6240 CROWN VIC A UNIF SRVS-PATROL-CENTRAL 94,845
07P6452 CROWN VIC % UNIF SRVS-PATROL-CENTRAL 94,808
07P6239 CROWN VIC A UNIF SRVS-PATROL-CENTRAL 92,627
07P6281 CROWN VIC 95 UNIF SRVS-PATROL-CENTRAL BIKES 94,613
07B4001 E-350 89 UNIF SRVS-PATROL-EAST 149,480
07P6396 CROWN VIC 9% UNIF SRVS-PATROL-SOUTH 92,487
07P6507 CROWN VIC 97 UNIF SRVS-PATROL-WEST 96,400
07P6369 CROWN VIC 95 UNIF SRVS-SPCL INVST-CANIN 97,000
07P6376 CROWN VIC % UNIF SRVS-SPCL INVST-CANIN 92,932
07P6276 CROWN VIC A UNIF SRVS-TRAF-A&I 106,663
07P6378 CROWN VIC 9 UNIF SRVSTRAF-A&I 97,130
07P6451 CROWN VIC 9% UNIF SRVS-TRAF-A&I 92,693
07P6480 CROWN VIC 97 UNIF SRVS-TRAF-A&I 90,091

The capital recovery rate for marked police vehicles using present costs would be $591
per month. Thisis capital only and does not include fuel, insurance, radio installations
and maintenance. This capital recovery rate would be applied to new vehicles only and
does not provide for any catch up to a fund deficit.
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Interviews with GSD accounting staff indicate the following:

The 716 marked vehicles under the $335/month program are breaking even with no
provision for capital replacement.

The 497 vehicles in the P-2000 series have a $321/month capital component that
contributes substantially to the replacement of that vehicle.

The impact on the Police budget for the upcoming fiscal year depends largely on
implementation options, these are:

Should the $591/month be levied on al 716 marked units currently under the $335
program, the fiscal impact would be 716 x $591 x 12 or $5,077,872.

Should the $591/month be levied on new vehicles as they arrive, the impact will be
substantially less as per Table: 24 (Recommended Option)

Other assumptions inherent in this analysis include:
Assume both the 335 Program and the P-2000 Programs are discontinued after 6/30/02.

Full cost recovery for operations will be a separate calculation and accrual. Thiswill
be billed in addition to the capital recovery charge.

Therefore, the recommended rate structure is as follows for the Police vehicles:

Table26: Metro Nashville
Capital Replacement Billed

Marked Police Unmarked Police and Non-Palice
Number of Number of

Fiscal Year Vehicles | Rate Total Vehicles Rate Total
FY 2002-03 24 591 170,208 873 292 3,058,992
FY 2003-04 85 591 602,820 873 292 3,058,992
FY 2004-05 147 591 1,042,524 873 292 3,058,992
FY 2005-06 240 591 1,702,080 873 292 3,058,992
FY 2006-07 464 591 3,290,688 873 292 3,058,992
FY 2007-08 716 591 5,077,872 873 292 3,058,992
FY 2008-09 716 591 5,077,872 873 292 3,058,992
Thereafter 716 591 5,077,872 873 292 3,058,992
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Non-Police Vehicles

Findings

Current Policy for the Department of General Services Automotive Fleet: Regulations that
govern the acquisition, use, maintenance and replacement of the automotive fleet in the
Department of General Services were found in the “Metropolitan Government of Nashville
and Davidson County Automotive Fleet Policy”, dated 11/20/89. This policy applies to all
departments and agencies and their employees except the Mayor and other elected officials
who have promulgated their own regulations and filed them with the Metropolitan Clerk.

The policy states that the Director of General Servicesisto periodically review the
performance and condition of the automotive fleet and determine if each vehicle should
continue in service, or be replaced because of age, damage, poor performance or changein
need.

The Director is also responsible for surveying department heads on a periodic basisin order
to obtain information regarding:

Vehicle needs
Performance of units currently assigned
Future needs

The department head may initiate requests for fleet services at any other time through written
request to the Director. The requests must describe the type of vehicle needed, the proposed
assignment, the name(s) of persons to whom the vehicle will be assigned, their driver's
license numbers, the account from which payment for services will be made and any
requirements for special equipment. Additionaly, the requests must include astatement
justifying the need for such services.

Replacement Policy for the Automotive Fleet

There is no orderly replacement program for the automotive fleet. It was generally assumed
that approximately 15% of the fleet would be replaced each year. Thisequatesto a
replacement cycle of approximately 6.7 years.

Annually, the Director of the Central Motor Pool solicits information from each department
head regarding his or her vehicle replacement needs. Once the department heads respond,
the Director of the Central Motor Pool consolidates the requests and prioritizes them based
on need.
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Priority System

Vehicle replacements are based on existing budget. This creates a challenge especially when
department requests for vehicles are greater than the budget will allow. For example, atotal
of 166 vehicles were requested for FY 2001. However, the budget allowed for the
replacement of no more than 65 vehicles.

It was reported to the team that the following priority system is afairly informal process.
The first level in the prioritization process involves replacing vehicles with high mileage.
The next level in the prioritization process involves replacing vehicles in departments
considered “worst off”. Each major department’s fleet is reviewed taking into consideration
vehicle age, mileage and condition. The last step is an attempt to give each requesting
department at least one new vehicle. A vehicle acquisition plan is then developed based on
fund availability. Table 24 provides typical recommended replacement cycles for light
vehicles.

TCI’s working papers contain alisting of the entire non-police fleet inventory by decal
number, make, model, year, department name, odometer reading, and projected year for
vehicle replacement.

Table27: TYPICAL LIFE CYCLESOF NON-POLICE VEHICLES

Unit Description Life Cycle Mileage
Light Administration 6 100,000 — 115,000
6 100,000 — 115,000
Vans 6 90,000 — 105,000
Station Wagons 6 90,000 — 105,000
4 Wheedl Units 6 90,000 — 105,000

Pickups

Note: All figures for Normal Life Cycles arein years. All other figures
are mileage unless otherwise noted

Based on our analysis of the current fleet, its age and condition, we have determined that
over the next six years, the Department will need to replace 452 vehicles for an estimated
cost of $10.4 million. Table 25 shows the replacement schedule for that portion on the fleet
needing replacing by year 2008.
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Table28: NON-POLICE REPLACEMENT SCHEDULE
(BASED ON MILEAGE)

Y ear Number of Vehicles Needed Anticipated Costs
FY 2002 26 $524,085
FY 2003 29 $602,093
FY 2004 28 $598,771
FY 2005 50 $1,101,310
FY 2006 67 $1,520,029
FY 2007 92 $2,149,820
FY 2008 160 $3,850,981
Subtotal 452 $10,347,089
Ther eafter 421 $10,437,011

Source: Created by TCI using data received from Department of
General Services, June 2001.

Analysis of Table 28 above indicates that the budgetary impact of this schedule may be
greater than current appropriations, with the greatest impact occurring in FY’s 2007 and
2008. Chart 2 isagraph of these projected expenditures for non-police vehicle replacements
over the next seven years.

Chart 2. Recommended Vehicle Replacement Analysis
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For non-police vehicles provided by the Motor Pool with a six-year life and a base value of
$19,570, the monthly charge would be $292.00 ($19,570 x 1.03 for six years x .90% divided
by 72 months). The current rates vary widely by the type of vehicle purchases. This does not
include costs for fuel, insurance, or maintenance.

As indicated earlier, the following rate schedule applies for the next severa years:

Table29: Metro Nashville Capital Replacement Billed
Unmarked Police and Non-Police

Number of Vehicles Rate Total

873 292 3,058,992

For the new fiscal year, the analysis indicates that 26 vehicles need to be replaced at an
estimated cost of $524,000. The majority of these vehicles are located in the following areas:
Sheriff’s department (nine), the Metro Major Drug Enforcement Program (five) and
Community Corrections (three). Interviews with staff indicate that these vehicles may not be
adequate in respect to providing safe and reliable service to the various departments. Table
26 below lists these vehicles by decal number, make, model, year department, color and
odometer reading as of June 2001.

The following tables recapitulate the comparison of current and proposed rates as well a
summary of project cash flow for both vehicle classes.
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Table30: Metro NashvilleMotor Pool Vehicle Replacement Plan
Projected Cash Flow Analysis

Capital Replacement Billed Capital Replacements
Marked Police Unmarked Police and Non-Police Marked Police Unmarked and Non-Police
o ver [Vt e | vas [\NTRE e | om YRS cox NbEl| oo | (e
|FY 2002-03 24 591 170,208 873 292 3,058,992 24 692,160 26 524,085 2,012,955
|FY 2003-04 85 591 602,820 873 292 3,058,992 61 1,812,017 29 602,093 3,260,657
|FY 2004-05 147 591 1,042,524 873 292 3,058,992 62 1,896,974 28 598,771 4,866,428
|FY 2005-06 240 591 1,702,080 873 292 3,058,992 93 2,930,825 50 1,101,310 5,595,365
|FY 2006-07 464 591 3,290,688 873 292 3,058,992 224 7,270,967 67 1,520,029 3,154,049
|FY 2007-08 716 591 5,077,872 873 292 3,058,992 252 8,425,116 92 2,149,820 715,977
|FY 2008-09 716 591 5,077,872 873 292 3,058,992 24 826,464 160 3,850,981 4,175,396
Thereafter 716 591 5,077,872 873 292 3,058,992 61 2,163,609 421 10,437,011 (288,360)

* Note that the rates for marked police vehicles would be reviewed for adequacy by 2005-06, and the rate for other vehicles would be reviewed by 2007-08.
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Table 31: Motor Pool Vehicle Replacement Plan
Comparison of Current and Proposed Rates

Method of Charain Current Amount | Proposed Monthly | Number of

Funding Plan | VehideTypes | "5 2 > = cg Stg Billed Monthly for Capital Vehidesin
P Capital Replacement | Replacement Rate Plan
$335 Plan Marked Police | Covered by the $335 $ - $ 591 716
P-2000 Plan | Unmarked Police, | gy 04 asincurred $ 3 $ 2 497
Non-Police

Other Plans Non-Police Billed as incurred $ 29 $ 2 376
(Averaged)
Total 1,589
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Table 32: Vehicles Requiring Replacement In Year 2002

Decal Make M odel Year Department Color Mileage

P2149AC GMC Sierra 1994 |Bordeaux Hosp. - Household & Property | White 94,343
P2010AC Dodge Ram Van 1994 |Central Serv.- Aged & Handicapped White 370,742
P2206AD Ford Club Wagon 1995 |Central Serv.- Aged & Handicapped White 96,124
P1136 Ford Bronco 1986 |Community Corrections Tan 106,640
P2255AE GMC Century 1996 |Community Corrections N/A 98,401
P1457 Ford Aerostar 1992 |Community Corrections White 98,382
07E2994 Ford Bronco 1989 |General Hospital - Environ.Serv. White 131,862
P2061AC | Chevrolet CM 11005 Unknown |GS Bldgs White 96,115
P1298 GMC 1/2 Ton Pickup 1989 |Juvenile Court and Detention Citr. White 107,868
P2186AD Ford E-250van % Ton 1995 |Library - Oper. & Main. White 92,633
07D4427 | Oldsmobile Cutlass 1992 |Metro Major Drug Enforcement Prog Black 137,968
07D4453 | Oldsmobile Royae 1992 |[Metro Maor Drug Enforcement Prog Gray 112,276
07D4447 Jeep Cherokee 1992 |Metro Mgjor Drug Enforcement Prog Black 108,722
07D4286 GMC Regal 1991 |Metro Mgjor Drug Enforcement Prog Black 97,942
07D4454 Mazda MX-6 1992 |Metro Mgjor Drug Enforcement Prog N/A 93,070
P1323 GMC 3/4 Ton Truck 1990 [Motor Pool White 128,309
P1281 Ford Wrecker 1988 [Motor Pool White 123,318
P1518 Ford Taurus 1992 ([Sheriff Corr. Wrk Ctr Blue 104,194
P2050AB Ford Taurus 1993 |Sheriff Processing White 439,333
P2005AB Ford Crown Vic 1993 |Sheriff Processing White 131,106
P2003AB Ford Crown Vic 1993 [Sheriff Processing White 107,517
P2004AB Ford Crown Vic 1993 |Sheriff Processing White 105,757
P2002AB Ford Crown Vic 1993 |Sheriff Processing White 101,124
P2006AB Ford Crown Vic 1993 |Sheriff Processing White 98,109
P2233AE Dodge Ram 1996 |Sheriff Transportation White 103,582
P2234AE Dodge Ram 1996 |Sheriff Transportation White 91,664

SOURCE: Created by TCI using data received from Department of
General Services, July 2001.
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MOTOR VEHICLE FUEL:

I ntroduction

Motor Vehicle Fuel isamagor part of any fleet’s annual expenses. Proper fuel management,
like all other parts of fleet management, requires accurate and complete information and
someone to act upon that information.

Responsibility for fuel management in Nashville Metropolitan Government is spread among
anumber of functional areas. The Metro Division of Purchasesis the sole procurer of fuel
for Metro. They secure daily quotes for next day delivery and fax the results to a staff person
at the Motor Pool for follow-up. General Services Motor Pool operates seven fuel sites
providing either gasoline (Peabody, West Police, and Hermitage) or gasoline ard diesel
(West Center, South 5th, South Police, and East Center). In FY 2000, 2,055,329 gallons of
gasoline and 551,391 gallons of diesel were purchased by Motor Pool for these sites. These
fuel sites are controlled by an automated, electronic key-operated dispensing system.

Some 5,600 keys to the fuel dispensing systems have been distributed to Metro and non
Metro users (Nashville Table, 2nd Harvest Food Bank, U.S. Marshall Service, FBI, and
Greater Nashville Federal Interagency Motor Pool). The informetion available indicates that
around 2000 vehicles use these sites on aregular basis. For the first ten months of FY 2001,
the total Motor Pool charges to the outside agencies amounted to $31,520. It is clear that the
majority of Motor Pool managed fuel is used by law enforcement (Police and Sheriff’s
Departments), Public Works, Water, and general administrative vehicles.

We learned of two local not for profit agencies receiving fuel from the Motor Pool. While
they appear to be legitimate 501(c) 3 entities, it is not appropriate for their vehicles to receive
fuel from Metro sources. Their use of the Metro fuel system may allow these agenciesto
avoid paying state sales tax.

The other Metro Departments with fuel management responsibilities are Fire, Parks and
Recreation, Housing, Public Schools, MTA, NES, and the Hospital Authority. At the time of
our review, there were 77 fuel tanks operating within Metro. No one Metro function is
responsible for oversight.
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Table11: Metro Fuel Purchasing
2000 — 2001 Fiscal Year

Department Type of Fuel Expenditures

General Services Motor Pool Diesel and Unleaded $2,500,000
Fire Department Diesel and Unleaded 200,000
Parks and Recreation Diesel and Unleaded 85,000
Metro Trangit Diesel and Unleaded 1,356,000
School Board Diesel and Unleaded 1,121,000
Nashville Electric Service Bio-Diesel, Unleaded, and Ethanol 559,000
MDHA Diesel and Unleaded 42,000
Total $5,863,000

Our first mgjor issue isthat all of these numbers are approximations. Before beginning this
audit TCI, through Internal Audit, requested information from each using department
regarding fuel purchase, storage, and dispensing. The above data is based on the best data
available that we were able to obtain. Based on what we have received, there is a general lack
of uniformity in the manner in which fuel information is kept.

There are four major reasons for properly managing fuel. First, fuel usage is a key ingredient
in any fleet management plan. It represents a significant expense in that approximately
$6,000,000 in direct cost isincurred. Second, it is an indicator of the need for maintenance
if, for example, average miles per gallon decreases over time. Third, and potentially most
significant, is that the laws governing the storage and use of motor fuels are quite complex
and the potential penalties are severe. Fourth, fuel is a valuable commodity that requires
strict internal control measures for safeguarding and security. The responsibility for these
management functions are not centralized or clearly defined in the Metro government. As a
result, many basic control and management functions are not adequately performed.
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Fud Management

Motor vehicle fuel in Metro is purchased using two different methods. As mentioned,
Metro Purchasing Department personnel obtain daily quotes on gasoline and diesel for
delivery the next day. Genera Services Motor Pool, Schools, Fire, and Parks & Recreation
use these quotes. NES, MTA, and MDHA purchase fuel on their own. Motor Pool has an
employee whose primary function is to manage its seven sites. This employee checks each
site daily to ensure that everything is working properly and to determine if fuel is needed.
If fuel is required, he notifies Purchasing and is told which vendor to call. Delivery is then
scheduled, and the employee meets the vendor on site since the fill caps are locked. This
purchasing method takes advantage of market fluctuations and a competitive environment.
In atime of relatively stable prices or decreasing prices, this method is to Nashville's
benefit. If prices rise significantly, then the fact that Nashville does not have a locked price
would obviously be a disadvantage. The problem is that if you pursue alocked or fixed
price contract on an annual basis, you force the vendors into “padding” their bid price per
galon in order to protect themselves from future price increases beyond their control. The
current method allows Nashville to receive the best price on aroutine basis. The “risk”
involved - that of significant price increases in the short term - is one that many local
governments have found acceptable. All Metro agencies should be purchasing fuel using
the daily quotes obtained by Purchasing.

In both Fire and Parks & Recreation, fuel is ordered based on stick readings taken at the
physical location of the tank. According to the information provided, none of the Parks &
Recreation sites have automated fuel dispensing and only three of the twenty Fire
Department locations are automated. Autormated fuel dispensing is an electronic means of
identifying the person and/or vehicle obtaining fuel and recording the key elements of the
transaction. It is the same process, though the methodology and hardware vary, that private
consumers employ when they drive up to the pumps and insert a credit card to obtain fuel.
The information on the card identifies the consumer, checks to verify that credit is
acceptable, turns on the dispensing equipment, and records the key elements of the
transaction. The use of this technology in local government has proven cost effective since it
provides both control over access to the fuel and automatic recording of the transactions.

The information concerning fuel management among the other major departments is mixed.
NES has an up to date sophisticated fuel monitoring and dispensing system. As an electric
utility they have Federal mandates for the use of “clean fuels.” that exceed the rest of
Nashville. They currently use ethanol for some gasoline vehicles and are switching to “bio-
diesdl” to help meet the Federal mandates. NES is aso leading the way in fuel dispensing and
recording equipment with installation of the “Fleetlink” fuel authorization and data recording
system. The vendor is Petro Vend. The system involves placing an identification device in the
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vehicle. This eliminates entry errors and reduces the possibility ofn gas being pumped into
non-Metro vehicles. Automated systems of this type provide the best possible controls and
accounting solutions. In addition, they are convenient for the user and significantly speed up
the dispensing of fuel. This sets the standard for a possible Metro-wide fuel solution.

Nashville Public Schools uses a combination of in-house fuel storage and commercial
purchases. During the period of our review, approximately 55% of the total usage wasin
house (3 locations with atotal of 12 tanks) and 45% was commercial. As mentioned in our
MNPS Chapter, Metro Schools augments their in house fuel sources with a Fleet One fuel
card program. MNPS pays approximately $.109 more per gallon under the Fleet One
program, not taking into account the administrative and overhead costs associated with
maintaining fuel in house. Taxes are excluded on Fleet One invoices. They have no
automated dispensing and recording equipment, though their tanks have automated tank level
sensing equipment to comply with the environmental mandates.

Metropolitan Transit has one central fuel site for its 220 vehicles. This works well since the
fuel tank is at the MTA garage, and vehicles are re-fueled at night.

There are severa reasons for closely monitoring fuel usage - in order to accurately account
for the usage of a valuable commodity, for fleet management purposes, and for
environmental reasons. Close monitoring requires several steps. First, fuel deliveries must be
witnessed and reconciled before and after physical measurements, either manual or
automated. Second, fuel issues must be recorded accurately. Although it is theoretically
possible to do this manually, it is very easy for individua transactions to be inaccurately
recorded or not recorded at al. Third, all tanks must be monitored for leaks perpetualy.
Finally tanks, lines, and vapor recovery systems each have periodic testing required to ensure
integity and functionality of the systems. Since fuel management at Metro is the
responsibility of the individual tank site, these important functions are performed in an
inconsistent fashion. There is no central oversight to insure that all the required steps are
taken and that all state and federal regulations are complied with.

For commodity management, it is essentia that fuel usage be balanced periodically against
fuel deliveries and the actual physical fuel inventory. For fleet management purposes, ard to
deter pilferage, it isimportant to know how much fud is dispensed to which vehicles.
General Services Motor Pool does maintain good physical control of fuel inventories and
deliveries, as does most Metro agencies with their own fueling facilities. There is very little
evidence of any effort to divert fuel usage by individua vehicle for management or control
purposes.
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During our first conversation concerning fuel, we were informed that General Services Motor
Pool and other Nashville gasoline users had purchased 89-octane and 93-octane fud for
years. There is no mechanical or other justification for Nashville to purchase 93-octane fuel
for its standard gasoline vehicles.

Environmental | ssues

The State of Tennessee has adopted as a minimum the Federal guidelines for underground fuel
storage tanks (Tennessee code 68-215-101). This places control over tank regulationsin the
hands of the State. In 1992, Nashville hired the engineering firm of ATEC Environmental
Consultants to develop a plan to bring Metro’ s underground storage tanks into compliance with
State law. The plan appears to be a solid one, addressing the environmental issues and making
sound recommendations.

Although TCI found no evidence of non-compliance of state regulations, our audit found no
consistent pattern of ensuring and documenting compliance. The responsibility appears to
rest with the sites that support the tanks. In some cases the responsible employees or
department had little knowledge of the requirements or their responsibility. Because fuel
management is not centralized, there were no records maintained centrally at Metro
documenting that all Metro owned fuel storage tanks are in environmental compliance.
Federa and State law and regulations mandate that records proving compliance with
environmental rules be kept and be accessible, and the difficulty we had determining whether
Metro was in compliance with these rules indicates that Metro not adequately meeting the
record keeping requirements.

Metro Nashville has spent significant dollars in certain areas to comply with both the legal
and manageria aspects of fuel management. However, the lack of centralized, uniform
management could lead to further environmental, legal and public relations problems.

Reserves

Metro Nashville was faced in the early 1990’s, as was every other local government, with the
necessity to make along-term decision concerning fuel for it’s fleet of vehicles. Federal Clean
Air and Clean Water regulations dramatically increased the cost and management
responsibilities relating to storage and dispensing of motor fuels (and other possible
pollutants). Companies (such as FuelMan) that had previously served “non-centrally fueled”
fleets or very small fleets saw an opportunity to expand their service to centrally fueled fleets
that did not have the expertise (nor the desire to obtain the expertise) to address the Federal
mandates in — house. Many local governments and many private fleets chose to limit their
future liability by getting out of the fuel storage and dispensing business entirely. For local
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governments, particularly for emergency services functions of local governments, this created a
concern regarding the availability of fuel in case of afuture shortage. Most Police and Fire
Departments, for example, are unwilling to become completely dependent on commercial
sources for fuel. It is prudent to maintain afuel reserve if norma fueling is contracted to
private vendors.

In the early 1990’ s Metro decided to remain in the fuel storage and dispensing business. A
plan was developed to bring Metro’ s storage facilities into compliance. We believe this was
done. Given changesin the market since then, Metro should re-evaluate the decision to
dispense all fuel in-house. Schools has afuel card program that is used for half of the bus
fleet that costs $.109 more per gallon than the cost of fuel purchased directly. This higher
cost should be analyzed in comparison to the operating/overhead costs associated with
buying and dispensing fuel, the additional capital investment needed to modernize fuel
dispensing equipment, user efficiency and control problem in the current Metro systems, and
other anticipated future capital costs.

Non-Attainment Area (alternative fuels)

Metro Nashville is not currently listed by EPA as a Clean Air Nontattainment area. This
means that Metro, with the exception of NES, is not mandated to use aternative fuels. NES,
along with other power and gas utilities, is mandated to use alternative fuel power vehicles as
acertain percent of their fleet. NES is complying with this requirement.

Tennessee generally, and Metro Nashville specifically, has shown itself sensitive to clean
air/clean water issues. One way that these issues can be addressed is through the increased
use of alternative fueled vehicles. From a practical standpoint, several types of alternative
fuel vehicles are currently available from manufacturers- compressed natural gas, electric,
ethanol, and propane. Each of these has advantages and disadvantages.

1. Compressed Natural Gas — Natural Gas iswidely available and is plentiful. Dedicated
CNG vehicles, including transit buses, police units and pick- ups, are available from
the manufacturer. Performance difference from gasoline is not a significant issue.
CNG has been in use as amotor fuel for years.

2. Electricity — Available as either completely electric or as a hybrid gasoline/electric
unit. These units are less “standard” than other aternative fuel vehicles. The usable
range before needing a recharge with full electric unitsis about 80 miles. Hybrids do
not need to be recharged, currently. Seattle, for example, is expanding their hybrid
fleet dramatically.
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3. Propane— Propane (L P G) has been used as a motor fuel for many years and until
recently was the most widely used alternative fuel. Propane is available as part of a
bi-fuel vehicle (it will operate on propane or gasoline). Propane is currently available
on larger vehicles from the manufacturer.

4. Ethanol — Normally available as an 85/15 blend of ethanol and gasoline. Ethanol is an
agricultural derived fuel. Ethanol vehicles can operate on either ethanol or straight
gasoline.

There are severa issues with each of these alternative fuels. CNG and Electricity limit the
owners ability to drive “out of town” due to the lack of refueling availability. The hybrid
electric, the propane bi-fuel, and the ethanol bi-fuel do not have this handicap. Except for the
hybrid electric, and ethanol all require refueling infrastructure different from that most
commonly already available. The cost of these refueling sites varies significantly, with CNG
“fast-fill” compressor stations running into the hundreds of thousands of dollars.

If Metro wished to make the most significant impact in the aternative fuel area, the obvious
choice would be the purchase of CNG — powered Crown Victorias for Police Patrol use. It
would require a commitment to use a significant amount of CNG to justify the cost of a
compressor station.

Another option for non-Police vehicles at this point would be for Metro to join with NES and
test hybrid gasoline/electric sedans. These vehicles are self-contained — that is, its batteries
are recharged during operation, and no specia refueling infrastructure is required. At a cost
of about $20,000 for a four-door, four passenger sedan, this option is a reasonable alternative
to amajor investment in new infrastructure and would contribute to clean air in a very cost
effective manner.

Conclusion

In conclusion, TCI believes that responsibility for fuel management be elevated and
centralized in the new Office of Fleet Management. In the interim, a more senior level
person at the Motor Pool should be assigned responsibilities, as fuel coordinator, for vendor
contact, purchasing liaison, fuel tank monitoring, reorder control and volume and fuel type
analysis. This person should also be familiar with the fuel interface of the Metro-wide fleet
information system. Both the Metro Fleet Manager and the Fuel Coordinator should be
responsible for accurate counts of fuel sites, volumes and flow.
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INSURANCE AND RISK MANAGEMENT:

This section summarizes the current policies and practices of the Nashville Metropolitan
government relative to risk management for vehicles. It also submits recommendations on
this topic.

The Insurance and Claims Division of the Department of Law establishes insurance and risk
management procedures. They have established a self-insurance pool for vehicles and
general liability exposures. This pool covers two vehicle risks — liability and comprehensive.
Coverage is not maintained for collision. The vehicle reserve is maintained in the Self-
Insured Liability Fund. This division handles claims made against Metro in cases involving
vehicles.

Commercia insurance coverage is maintained on certain unusual risks. Examples are out of
state liability, helicopter operations, and major comprehensive damage to school buses.

The pool isfinanced both by general appropriation and by charges to the departments owning
vehicles. Charges are made on the basis of vehicle value, not on any type of risk experience.

The liability reserve requirements are cushioned by the protections that municipal
governments enjoy via state statue. These statues limit liability awards. These limits have
been recently been increased. The effective date for these increases will be July 1, 2002. The
table below shows the current and increased amounts.

Table 35: State Tort Liability Claim Maximums

Risk Current Maximum 2002 Maximum
Liability Per Person $130,000 $250,000
Liability Per Incident $350,000 $600,000
Personal Property $50,000 $85,000

This has the potentia of increasing costs to the pool in the future, since higher liability
awards become possible. We understand that Metro is going to undertake a risk management
study that will include consideration of these increases.

Based on interviews with owning departments, some of them are generally unclear about
insurance coverage and its impact on them. The following paragraphs summarizes the
information that we obtai ned:
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Collision

Thereis no coverage.

Liability Claimsand Charges

The owning department is charged $130 per year for each vehicle. The only exception to this
rate would be for vehicles carrying large numbers of passengers. Liability claims are fully
insured with no deductible. Claims are processed and defended by the Claims group and
Legal Department.

Comprehensive Claims and Charges

The owning department is charged a rate based on the original value of the vehicle. The rate
is $.50 per $100 of original value. The owning department is responsible for a deductible on
comprehensive claims. This deductible varies based on original value, ranging from $100 for
avehicle valued at less than $20,000, to $10,000 for a vehicle costing over $100,000.
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