Introduction

Asset Management

Fleet Managers are asset managers. As such, they are tasked with Asset Management responsibilities that include vehicle selection, procurement, commissioning, disposal, remarketing and decommissioning. Because fleet assets and costs related to these assets often represent a significant portion of an organization's net value and operating expenses, fleet managers that are skilled in asset management can significantly improve an organization's profitability and/or cost effectiveness.

This module covers the wide range of activities associated with asset management. It commences with a look at strategic sourcing to build an understanding of the importance of building positive supplier relationships and partnering with industry vendors. Fleet Managers should all understand the basic terms and definitions associated with fleet pricing and be able to read vehicle invoices, decide whether to purchase from factory or stock and then negotiate favorable terms. Next, this module provides an invaluable tool in the form of the vehicle selector process and accompanying selector matrix. The selected vehicle must comply to the desired specifications and this module looks at the four types of specifications and how to incorporate them in Requests for Proposals for the best result. Once an asset is selected and acquired, asset management turns to in-service concerns such as utilization reviews and the creation of vehicle pools. Finally, the module covers the numerous options for remarketing and the importance of using the option (or combination of options) that best meets the needs of your organization.


Learning Objectives

Asset Management Learning Objectives

The CAFM Asset Management module will cover the following competencies and respective learning objectives:

AM 1: Strategic Sourcing: Strategic Sourcing involves making organizational-level decisions on sourcing that will bring the greatest value to the organization. It emphasizes the creation of partner relations based on trust and the importance of performance measurement.

Learning Objectives:
· Define strategic sourcing
· Understand the benefits of strategic sourcing
· Assess the risk of strategic sourcing
· Follow the five steps of strategic sourcing
· Apply the information to fleet management

AM 2: Vehicle Invoices and Pricing: Buying fleet vehicles is more involved than buying a personal vehicle. The specific terms used for the various rebates and how to read the invoice are critical to know.

Learning Objectives:
· Understand pricing terminology
· Learn how to read an invoice
· Review incentive structures for bulk purchases
· Learn the difference between factory and stock pricing
· Negotiate fleet prices

AM 3: Vehicle Selection: One of the most important things a fleet manager does is create a vehicle selector list. Selection should be based on the factors most important to the organization which may include cost, safety or the environment. A formal process should be used to compare and select the vehicles for the list.

Learning Objectives:
· Understand the importance of vehicle selection
· Identify the most important selector factors
· Learn the steps in the selector development process
· Understand the importance of user and stakeholder input
· Use a selector matrix to determine the most appropriate vehicle to select

AM 4: Specification Types and Development: There are three basic types of specifications and the type of spec used determines the amount of leeway a bidder has in the vehicle selection process. Lifecycle costs should always be considered in vehicle selection.

Learning Objectives:
· Learn the importance of proper vehicle specifications
· Compare the various types of specifications
· Understand bid review and selection

AM 5: Vehicle Procurement: Before the decision is made to purchase a vehicle, alternatives to ownership should be considered. In many cases, it is more cost-effective to lease, rent or even reimburse employees for the use of their own vehicles.

Learning Objectives:
· Compare vehicle procurement options
· Understand personal vehicle reimbursement
· Learn he advantages and disadvantages of vehicle ownership
· Understand the various leasing options
· Determine when renting vehicles is appropriate

AM 6: Active Fleet Management: Once vehicles are received, they must be upfitted and commissioned. Following this, a fleet manager engages in a variety of activities to track utilization, pool resources as needed and ensure the fleet is being used efficiently.

Learning Objectives:
· Learn the scope of activities involved in commissioning vehicles
· Conduct fleet utilization management
· Identify options for pooling fleet resources

AM 7: Vehicle Remarketing: At the end of the planned lifecycle, a vehicle should be remarketed using the best strategy for the circumstances. Sales to employees, virtual or on-site auctions and trade-in may all be considered viable options. Organizations should also consider their approach to decommissioning and reconditioning.

Learning Objectives:
· Review commissioning and decommissioning activities
· Learn when reconditioning is worthwhile
· Understand the need for remarketing policy
· Select appropriate remarketing methods


Education Competency Model (ECM)

The ECM provides the structure of the certification program. The eight modules are further divided into sub-competencies. The percentages shown reflect the weighting of that sub- competency on the exam. The model also reflects the total number of questions on each exam. Candidates can calculate the number of questions that will appear on any exam on a specific sub- competency and use this information to plan their preparation.

	Asset Management - 50 Questions
	Weight

	Strategic Sourcing
	10%

	Vehicle Invoices & Pricing
	10%

	Vehicle Selection
	20%

	Specification Types & Development
	20%

	Vehicle Procurement
	20%

	Active Fleet Management
	10%

	Remarketing
	10%



Study Guide Questions

Asset Management Study Guide Questions AM 1: Strategic Sourcing
1.1 Definition of sourcing (P.1)
	1.1.1
	According to the experts what is the definition of strategic sourcing? (p.1)
A corporation may use strategic sourcing to find, establish, qualify, and engage suppliers that provide the greatest value to the goods or services they buy.

	1.1.2
	What is the main objective of Strategic Sourcing? (p.1)
The basic purpose of strategic sourcing is to find and build partnerships with suppliers that best support your company's strategic and operational objectives.

	1.1.3
	How can Strategic Sourcing be used as an approach to supply chain management? (p.1)
Selecting appropriate vendors by evaluating potential providers
Not just fulfilling contractual responsibilities, but also cultivating relationships that benefit both parties.

	1.1.4
	Why might you want to limit the amount of suppliers to your Fleet? (p.2)
to obtain buying power and leverage in order to purchase high-quality automobiles at the best possible price

	1.1.5
	Describe the differences between traditional sourcing and strategic sourcing. (p.2)
Traditional sourcing differs greatly from strategic sourcing. Traditional sourcing, for example, is concerned with cost, but strategic sourcing is concerned with competence.



1.2 Benefits of Strategic Sourcing (p.2)
	1.2.1
	What are the benefits of Strategic Sourcing? (p.2)
The first potential benefit of strategic sourcing is a smaller supplier pool. Having a restricted number of vehicle suppliers may provide a number of benefits, including lower cost for bulk orders. Bulk purchasing may provide you the negotiating leverage you need to negotiate a lower price and other concessions with a dealer. Volume purchases benefit both the supplier and the customer since they allow them to concentrate their efforts on fewer relationships. Consolidating suppliers helps the buyer since it allows you to become a more appealing customer by making larger purchases and dealing with the same buyer on a regular basis.

	1.2.2
	How can Strategic Sourcing generate benefits to the Fleet department? (p.3)


	The 
	The benefits of sourcing is that on time delivery of goods, speedy accuracy, products defects, long-term goals, location, sustainability practices, supplier market analysis and financial risk profile. 

	1.2.3
	Why is it important to measure Supplier Performance? (p.3)
 Having a system in place to track supplier performance in these areas might help you make better decisions about whether to hire a new vendor or continue with the one you already have. Transparency in decision-making increases when objective explanations are supported by evidence.

	1.2.4
	How does Strategic Sourcing benefit Suppliers? (p.3)
As previously indicated, strategic sourcing helps suppliers. They gain from improved communication and not having to manage several small contracts with a diverse range of consumers, in addition to greater purchases and more orders from you. This enables real-time communication, which may assist to minimize expensive mistakes such as overproduction, underproduction, and late shipments, as well as improve the supplier's capacity to acquire things on time. As a result, suppliers may be able to pass along these cost reductions to you and your company.



1.3 Risk of Strategic Sourcing (p.3)
	1.3.1
	What Risks are involved with Strategic Sourcing? (p.3)
Overpaying the upfront charges is one of the pitfalls you may face as a customer. A high quality, relationship-focused vendor's acquisition price may not be the most affordable. It may factor in up-front expenses of assuring service quality that are not reflected in other bids.

	1.3.2
	Describe some of the costs involved with Strategic Sourcing. (p.4)
A last risk connected with strategic sourcing is the potential of switching suppliers. When employing strategic sourcing to find the best providers, current or past suppliers may no longer be relevant. Your supply chain may be impacted if a major supplier is affected by natural disasters or other crises. Changing suppliers frequently entails costs and risks, such as losing connections or reputation, paying a higher price with a new supplier, or facing penalties for contract violations.

	1.3.3
	Why is Strategic Sourcing time consuming? (p.4)
Strategic sourcing takes substantially longer to deploy than traditional sourcing initiatives since it is more complex and requires more knowledgeable and experienced individuals. It's also conceivable that your organization's sourcing and purchasing practices may need to be altered. Make sure your company completes all strategic sourcing components on time by starting early enough to meet deadlines and having the right people on hand.



1.4 Methodology (p.4)
	1.4.1
	What are the four steps in the Strategic Sourcing Process? (p.4-5)
. Understand the spend category
Assess Potential Suppliers
Create a Strategy
Select a supplier
Cultivate relationships

	1.4.2
	What should your purchasing team do during the first phase of the Strategic Sourcing Process? (p.4)
During this phase, the purchasing or sourcing team will determine their purchasing and pricing limits, as well as the time and money required for the supplier to obtain the assets, as well as previous asset acquisitions. Consider the costs you've spent for comparable vans in the past, the time it would take the dealer to receive the vehicles, bulk order discounts, and which dealership would match your budget if you're adding ten new vans to your fleet.

	1.4.3
	What do you want in a Strategic Sourcing partner? (p.5)
Suppliers that are educated, trustworthy, and communicative, as well as those who deliver relevant and fairly priced offers, are critical to strategic sourcing. Rather than focusing on the lowest bidder, as traditional sourcing does, strategic sourcing examines a number of factors when selecting vendors.

	1.4.4
	How can you create a strategy for Strategic Sourcing? (p.5)#
After assessing your budget and potential suppliers, the following step is to develop a sourcing strategy. Follow these steps to construct this strategy:
• Start by assessing the supplier market's competitiveness. As several suppliers compete for a contract to supply your fleet, they may become market incumbents. Existing suppliers will appreciate the importance of sourcing your fleet, and new transactions may be made by proving the value of your firm to them.
• Check to see whether other departments agree with your supplier choices. Management and finance authorities will rely on you to get the best prices on high-quality merchandise. Other managers and employees may be more concerned with acquiring new suppliers or maintaining outstanding relationships with current ones. When deciding on a sourcing strategy, both of these factors should be taken into account.

	1.4.5
	What tool is discussed in order to help select Suppliers? (p.5)
Negotiate a fair price with potential vendors. Determine if the optimal structure is a contract, a partnership, or a joint venture. Improvement, measurement, and continuous business situations are described as intangible product/service notions. Create a balanced scorecard with the sourcing committee to objectively analyze and compare each supplier's offers.



1.5 Necessary Components (p.5)
	1.5.1
	What are Performance Improvement Requirements and how are they used? (p.5)
Requirements for improving performance Performance enhancements are required to keep the purchase and selling processes pleasurable. One way to achieve this is to improve cycle time, cost, quality, and delivery performance. This may be done both internally with your fleet and outside with your service suppliers.

	1.5.2
	What type of teams should be created in order to help select suppliers? (p.6)
The value of suppliers, purchasing, and sourcing. When establishing strategic goals, management should consider the importance of procurement and subject matter experts, as well as purchasing and sourcing activities.

	1.5.3
	What systems should be developed and how can they help the organization? (p.6)
· The ability to organize. It's critical to form groups to organize, analyze, choose, develop, and manage suppliers. Creating cross-functional sourcing teams to handle various supply chain management duties would promote constructive teamwork and the capacity to choose the best suppliers for the company's demands.

	1.5.4
	What are team member purchasing responsibilities? (p.6)
Responsibilities and tasks related to purchasing. The next natural step is to establish the buying duties and actions, with a management focus on procurement and a well-developed sourcing team already in place. Assign team members to be points of contact for certain suppliers and to do research on new prospective suppliers. You will experience excellent outcomes if you clearly define the duties involved in the purchase process.



1.6 Application to Fleet Management (p.6)
	1.6.1
	What is a cross functional sourcing team? (p.7)
When a company, in this case a fleet, decides to move to strategic sourcing, the fleet manager is usually in charge of a multi-functional sourcing team. This sourcing team is made up of individuals who are in charge of maintaining relationships with fleet suppliers as well as assessing the fleet's sourcing needs.

	1.6.2
	What is the Fleet Managers role in the cross functional sourcing team? (p.7)
The manager's role will be to head a cross-functional team that will thoroughly review fleet purchasing procedures and supplier selection. When it comes to finding new sources and establishing long-term relationships between vehicle suppliers and purchasers, fleet managers have the last say.

	1.6.3
	What is the focus of many purchasing groups and what are the fleet managers’ responsibilities? (p.7)
Numerous buying groups in any company focus on finding the lowest cost, which has many benefits, but fleet managers should be concerned when non-fleet members of the sourcing team focus only on low-cost suppliers without considering other fleet-related factors. Non-fleet members, on the other hand, often bring to the table fresh and imaginative ideas that fleet workers may not have considered. Both of these factors influence the benefits and cons of forming cross-functional teams.

	1.6.4
	What is rightsizing the Fleet? (p.7)
Rightsizing the fleet involves determining the right customer service standards for internal service and rental fleets, as well as determining the suitability of vehicle tasks (finding cars that are suitable for certain duties).




AM 2: Vehicle Invoices and Pricing
2.1 Pricing Terminology (p.12)
	2.1.1
	What is the Advertising cost on a vehicle invoice? (p.12)
A fleet car's price is much more than a retail vehicle's price. Drivers should be able to read a dealer invoice and tell the difference between ordering from the manufacturer and choosing from dealer inventory. The ultimate vehicle cost is influenced by negotiation methods with the OEM, fleet management company, or dealer.

	2.1.2
	Define the term Bid Assistance. (p.12)
Additional negotiated discounts that might replace or supplement national fleet rebates.

	2.1.3
	What is the Dealer Invoice price and how is it calculated? (p.12)
The amount a dealer pays a manufacturer for the invoice of a certain car. Not to be confused with the dealer-determined "real" cost of the car. The “actual” dealer invoice cost can only be computed by removing manufacturer-provided holdback allowances, incentives, rebates, bonuses, and other concessions from the dealer invoice.

	2.1.4
	What are Factory to Dealer incentives? (p.12)
This is money paid to a dealer by the manufacturer in order for them to sell certain models. These incentives may come and go depending on market conditions. (A hot selling model, for example, would almost probably have no incentives, but a slow selling model would have a substantial incentive.)

	2.1.5
	What is meant by the term financing on a Dealer invoice? (p. 12)
The amount a dealer pays a manufacturer for an invoice for a certain car. Not to be confused with the "real" cost of the car as calculated by the dealer. Only by removing manufacturer-provided holdback allowances, incentives, rebates, bonuses, and other reductions from the dealer invoice can the "real" cost of the dealer invoice be determined.

	2.1.6
	What are Fleet incentives and who funds them? (p.13)
This is money paid to a fleet by a car manufacturer as a bonus for purchasing their product. The factory is usually the only source of funding.

	2.1.7
	What is Factory Holdback? (p.13)
Amount paid by the manufacturer to the dealer after the car has been sold, usually on a quarterly basis. Most manufacturers provide dealers a portion of either the invoice cost or the MSRP, often between 2% and 3%. The holdback is one of the reasons why "invoice cost" is not net cost to the dealer. The second rationale is "factory to dealer incentives."

	2.1.8
	Define the term MSRP. (p.13)
The manufacturer's suggested retail selling price for the car, as written on the window label (the Monroney Label).

	2.1.9
	What is triple net invoice? (p.13)
Invoice price from manufacturer to dealer, less holdback, promotion, and finance.



2.2 Reading an Invoice (p.13)
	2.2.1
	What is the most important document in a vehicle purchase? (p.13)
The most important document in a vehicle purchase is the factory invoice

	2.2.2
	What information do you need to know in order to get the lowest possible price for a vehicle? (p.13)
dealer cost.

	2.2.3
	What is a good starting price to use for negotiating with a vehicle supplier? (p.13)
Invoice price

	2.2.4
	What type of information is contained on a standard factory invoice? (p.13)
A standard factory invoice will contain the price, features and details regarding the purchase and delivery of the vehicle

	2.2.5
	What is the most important strategy to use when considering multiple vehicles? (p.14)
The Destination and Delivery fee, also known as the Freight charge, is the cost of shipping a vehicle from a manufacturer to a dealership and is included in the invoice. This price is the same for retail and factory orders, and it is unaffected by distance to the destination.

	2.2.6
	What is the Formulae for Triple Net? (p.14)
Invoice – Holdback – Advertising – Financing = Triple Net Cost



2.3 Fleet Incentives (p.22)
	2.3.1
	How can Fleet sales benefit a car dealer? (p.22)
Organizations looking to purchase fleet automobiles may be able to negotiate fleet pricing with dealers to receive a better value on a large order. It is often in the dealer's best interest to sell cars to a fleet at a lower price than if they were sold separately. When selling a fleet of vehicles to an organization, a dealer may have to wait months to sell the same number of cars in one transaction. When a dealer sells cars to a fleet, the dealer may be able to offer the organization a service contract, which may generate additional revenue.

	2.3.2
	What are some of the vehicle manufacturer’s requirements for Fleet pricing? (p.22)
Vehicle manufacturers have different requirements for qualifying for fleet pricing. For some manufacturers, fleet pricing requires the purchase of five or more automobiles; for others, the need may be greater, such as a minimum of 10 vehicles. It's possible that the need is established for a certain time period, such as leasing 15 automobiles for a year and purchasing/leasing 5 new vehicles each year. When all of the qualifying conditions are met, special fleet pricing is negotiated, which is much less than the MSRP and retail price for the vehicle's make and model.

	2.3.3
	What are some of the advantages of purchasing vehicles in bulk? (p.24)
The pricing is a clear buying benefit for fleets. Organizations may save considerable amounts of money by purchasing automobiles in quantity via fleet pricing, as opposed to paying the retail price of the vehicle. Additionally, companies can often negotiate excellent prices on maintaining their new fleet of cars via the dealership, as well as securing the best price on a trade-in when replacing an old fleet with a new fleet.

	2.3.4
	Why would an organization want standard vehicle specifications? (p.25)
Organizations may save even more money by using standard vehicle specifications when pricing their fleets. Specification standardization is a process for determining the least number of vehicle configurations that may meet the demands of a company's widest range of business divisions and branches. The goal is to create fundamental vehicle specs that allow for slight variations due to factors like geographic location, terrain, and so on.

	2.3.5
	What are the best practices for lowering costs using standard vehicle specifications? (p.25)
Some of the best methods for lowering costs by standardizing specs in order to get the best value on fleet purchases are as follows:
• Increase the centralization of fleet management. Instead of allowing each division of a business to purchase autos for their own purposes, companies should allow only the CEO to make vehicle buying choices. "I understand that everyone of you has your own concerns about how your automobile is used," a manager confided, "but we need to adjust our thinking to include the global impact of vehicle choices, not just locally."

	2.3.6
	Why is it important to centralize Fleet Management? (p.25)
• Increase the centralization of fleet management. Instead of allowing each division of a business to purchase autos for their own purposes, companies should allow only the CEO to make vehicle buying choices. "I understand that everyone of you has your own concerns about how your automobile is used," a manager confided, "but we need to adjust our thinking to include the global impact of vehicle choices, not just locally."

	2.3.7
	What are potential areas to save costs when identifying needs and wants? (p.25)
Separate "needs" from "wants." Corporations have saved hundreds of dollars per fleet car by avoiding customized vehicles. Fleet managers must determine what is and is not required for a vehicle with an uniform specification. • Using fabric or vinyl chairs rather than leather seats to save money • Using bench seats rather than bucket seats to save money
• Two-wheel drive rather than four-wheel drive • Gasoline rather than diesel • Four-cylinder engine rather than six or eight cylinders

	2.3.8
	Describe the two categories of pricing incentives. (p.25)
There are two forms of price incentives: national fleet incentives and competitive pricing assistance (CPAs) (CPAs). If a business has 10-15 automobiles, it may be eligible for a Fleet Identification Number and a manufacturer's fleet discount. If a Fleet Manager works with the manufacturer and negotiates an individual incentive rather than a national fleet incentive, they may typically receive a better bargain through CPA. Remember that CPAs are often dependent on vehicle volume promises, and whatever is agreed upon will be documented on the factory invoice.


	2.3.9
	What is a good indicator of the true vehicle cost? (p.26)
• Create criteria depending on the vehicle's role and location. For specialized locations within an organization, such as trucks that operate in steep terrain, minor changes to vehicle regulations may be necessary. In this case, the fleet manager must consider vehicle characteristics that will operate effectively in that setting (4-wheel drive, bigger engine, heavier tires, and so on). In addition, various departments within the organization may have distinct responsibilities that must be considered. A fleet may need to set requirements for a service truck with a crane and tool bins, as well as a standard for a superintendent vehicle that requires little modification.


	2.3.10
	What warranty considerations does the Fleet manager have to keep in mind during the purchasing process? (p.26)
On an invoice, warranty information is provided in a variety of ways. There is usually little uniformity, as the layout and options vary depending on the kind, year, and manufacturer of the vehicle. This is usually not negotiable until the CPA agreement is signed, although it is not a critical factor in making a final purchase decision until all other requirements are met. If you find yourself in a scenario where you need to think about the warranty, it's critical to have a prediction of the vehicle's expected life and how it compares to the warranty you'll be paying for.



2.4 Incentive Structures (p.26)
	2.4.1
	Who can a Fleet manager contact at the dealership for information on the manufacturers Fleet programs? (p.26)
If you don't operate a fleet garage, maintaining spare components is definitely pointless. Many public-sector fleets, on the other hand, maintain a repair facility and may prefer to have high-volume components on hand to assure quick repairs. For large purchases, the fleet may be able to negotiate part reductions. Some manufacturers may provide refunds depending on the number of components bought.

	2.4.2
	What does a Fleet manager need in order to receive Fleet discounts? (p.26)
A fleet manager should get a Fleet identification number after acquiring, registering, or leasing five new automobiles, which qualifies the owner to fleet discounts. However, this fleet discount may only be used in lieu of, not in addition to, the retail refund (if one is available).

	2.4.3
	What is a volume rebate and how can the Fleet manager obtain it? (p.26)
Check to see whether a bulk discount is available if you're buying a large number of automobiles. If you purchase many units at once, the manufacturer may give you a discount, even if you don't take delivery of all of them at the same time. A component discount is almost always available for any vehicle purchase if a volume rebate is not available; however, there is a catch in some cases. The order must include specific equipment or an extra component that must be acquired to qualify for this refund.
If you have any specific demands for your fleet vehicles, this may be advantageous, but check with the factory about the amount and terms of component refunds, since they vary by manufacturer.




2.5 Factory vs. Stock (p.27)
	2.5.1
	List the advantages of ordering vehicles from the factory. (p.27)
Customization that is one-of-a-kind for you
The vehicle may be customized to fit specific needs. The dealer provides a lower price. Optional features that aren't offered at a retail store may be added or deleted.

	2.5.2
	What are some of the disadvantages of ordering vehicles from the factory? (p.27)
• Incentives may be lost throughout the waiting period, resulting in a longer wait time. The manufacturer may reject the order if production windows shut suddenly. For fleet orders, certain options or popular models may not be available.

	2.5.3
	Why might ordering from the factory be cheaper than ordering from stock? (p.28)

	



	There are many advantages to buying autos straight from the manufacturer. The most significant advantage is that a vehicle may be totally tailored to meet any particular need. A factory-ordered vehicle may be customized to meet any purpose, from specialized work truck specifications to radio dials.
.

	2.5.4
	What might make ordering from the dealership cheaper? (p.28)
When it comes to purchasing a vehicle, there are a few key factors to keep in mind in order to save the most money. However, if you're purchasing from a corporate dealer, there are a few terrific methods to save money by ordering at the right time. Automakers and dealers make up the overwhelming bulk of publicly listed corporations. Each of these firms reports results at the end of each quarter and year, and in order for their stock price to remain stable, they must meet or surpass expectations. If they fail to match these expectations, prices are likely to decline




2.6 Negotiating Fleet Prices (p.28)
	2.6.1
	What is the basic rue for negotiating vehicle price? (p.28)
Car dealers often increase incentives at the conclusion of each quarter, and particularly at the end of the calendar year, to fulfill these targets. In the United States, this implies around December; however, if the automobiles are arriving from a foreign market, the dates may vary. For example, Japan's fiscal year ends on March 31st.

	2.6.2
	What should the Fleet manager do in order to get the best price? (p.28)
It's worth mentioning that certain fleet managers, particularly those employed by government agencies, may not be permitted to bargain and must rely on bidding or another approach instead.
While the initial automobile price is important when purchasing a vehicle, it is equally critical to understand the vehicle's entire cost of ownership (TCO). When the whole cost over time is considered, it may either justify or deter a price point, resulting in better long-term investment decisions.

	2.6.3
	What are the two approaches to negotiating? (p.28)
a. Start at Dealer Invoice and work down
 b. Start at Triple Net Invoice and work up

	2.6.4
	What is an alternative to negotiating vehicle prices? (p.28)
The first rule of car price negotiation is to make sure you're speaking the same language as the dealer and beginning from the same place. Knowing the difference between a dealer invoice and a triple net invoice will help you negotiate better.
You should purchase early and combine quantities wherever feasible to receive the best price - pricing is sometimes tiered dependent on order volume. When you place an order in advance, you assist the firm in filling its manufacturing slots.



AM 3: Vehicle Selection
3.1 Introduction (p.31)
	3.1.1
	What is a Vehicle selector list? (p.31)
This is a pre-determined list of automobiles from which drivers or others may choose to satisfy their vehicle needs.

	3.1.2
	What are some questions that managers should address in order to help them in the vehicle selection process? (p.31)
• How many choices of vehicles exist? • What is important to management? • How much input do drivers have? • Can drivers purchase options? • Philosophy – work or perk?

	3.1.3
	Why can offering too many choices be a disadvantage? (p.31)
More options when it comes to vehicle selection might increase administrative burdens and hinder bulk savings. As previously stated in standardized standards, higher savings will be granted when buying if fewer alternatives are available and a fleet is more uniform. The fewer vehicle options provided by the fleet management, the simpler administration will be, as well as the chance for discounts will be larger.

	3.1.4
	List some of the factors a Fleet Manager may consider in the vehicle selection process. (p.32)
Function 
Warranties 
Cost 
Safety 
environment 
morale 
maintainability 
image 
disposal 


	3.1.5
	How can a Fleet manager get driver input and what information should they ask for? (p.32)
Drivers may be allowed to participate in the vehicle selection process if fleet management allows it. Managers should inquire about color preferences, vehicle type, and vehicle extras such as entertainment facilities, stylistic upgrades, GPS, and towing capabilities when soliciting feedback from drivers.
Fleet managers should also know how to get timely and accurate feedback from drivers, such as via an annual survey or a fleet steering committee. Following the collection of this data, fleet managers must review driver input and make a choice that is both cost-effective and takes into account the preferences of the fleet drivers.

	3.1.6
	What are some considerations to be made when deciding whether the vehicle should be work or perk oriented? (p. 32)
If a fleet manager wants to give drivers more freedom over vehicle options for their own convenience or comfort, the manager must first decide which amenities will be paid for by the firm and which will not.
Allowing the driver to choose luxurious items is a decision that must be made before the automobile is purchased. Depending on the firm's culture, the driver's responsibilities, and the human resource component, a corporation may place more or less emphasis on the "perk" when selecting a vehicle. A government organization is more likely to lean toward the labor side of the spectrum.



3.2 Importance of Vehicle Selection (p.33)
	3.2.1
	Why is it important to select the right vehicle? (p.33)
It is impossible to overestimate the significance of choosing the right car.
The initial investment is substantial, and a substandard vehicle will almost certainly have to wait until the next time it is replaced.

	3.2.2
	What are some important vehicle selection considerations for both Government and Private Fleets? (p.33)
Due to the use of taxpayer funds to buy vehicles and public impressions of expenditure, government fleets are often more cost careful.
Furthermore, government institutions are more likely than business entities to acquire automobiles with fewer choices and trim levels. Corporate fleets are more concerned with their image and are more inclined to reward employees with a vehicle as a retention incentive.

	3.2.3
	Why is it important to select vehicles that meet company needs? (p.33)
It is vital to choose a vehicle that matches your needs. For example, a pharmaceutical company may have smaller, more efficient, and visually appealing automobiles that are excellent for sales trips.
Vehicles such as work trucks or 15-passenger vans are not suited.
For this fleet, this is the best choice.
If, on the other hand, the bulk of your vehicles are used for construction, you'll want heavy-duty work trucks that can transport massive loads.
as well as dealing with the hazards of working on a construction site
It's vital to evaluate the vehicle's function while purchasing a vehicle.
to determine which vehicles are best suited for a certain task

	3.2.4
	What vehicle selection input should be solicited from management? (p.33)
The final choice on vehicle selection will be made by the organization's leadership, but they will depend on the fleet manager's experience and skills. Management's feedback must be sought as part of the fleet manager's data collecting process.



3.3 Selector Development Process (p.33)
	3.3.1
	What are some concerns of stakeholders in the organization when developing
selection criteria? (p.33)
A fleet manager must consider the whole business while purchasing fleet cars. Consider that leadership may be concerned about costs, HR may be concerned about relationships, the driver may be concerned about safety, and sales management may be concerned about dependability.

	3.3.2
	List the four steps in the selector development process. (p.34)
Identify selection criteria
Rank the criteria
Weight (Value) the criteria
Test options against these criteria

	3.3.3
	What stakeholders should the Fleet manager seek feedback from? (p.34)
First and foremost, a fleet manager must decide on corporate criteria that will add value to the fleet automobiles. All feedback and input from all stakeholders, including the drivers and, in many instances, workers, customers, and the organization's leadership, should be taken into consideration by management.
.


	3.3.4
	List some factors that might impact the vehicle selection criteria. (p.34)
Safety 
Image 
Environment 
Cost 
warranty 

	3.3.5
	What are quantifiable and non-quantifiable factors? (p.34)
Managers need to be able to distinguish between quantifiable and non-quantifiable characteristics. Cost, warranty, maintenance, and the environment are all tangible factors that may be objectively analyzed and evaluated.
Non-quantifiable variables such as safety, image, and morale are examined using subjective methods. The selecting manager must consider both measurable and non-quantifiable criteria, with the most important factors in terms of fleet vehicles taking precedence.


	3.3.6
	What should the Fleet Manager keep in mind while ranking selection criteria? (p.35)
In addition, terrain, vehicle duty cycle (8, 10, 12 hour days), environmental issues (snow, heat, dust, etc. ), cost of procurement, vehicle life cycle expenditures, and safety must all be considered by management

	3.3.7
	What should the Fleet Manager consider while assigning a weight to the selection criteria? (p.35)
Following the identification of important criteria to aid in the vehicle selection process, the fleet manager must rank the parameters in order of significance. Managers should strive to keep the organization's larger picture in mind while rating the criteria by understanding what is vital to the company and which criterion will provide the greatest value.



	3.3.8
	How does the Fleet Manager test vehicle options against the selection criteria? (p.36)
The last phase in the selection procedure is to put the candidate cars through a trial comparison. The fleet manager will need to research each target fleet vehicle to acquire the relevant information. The manager must next examine at least two to three automobiles, grade them, and analyze the findings.

	3.3.9
	How does the Fleet Manager determine a points total in the selection process? (p.37)
The fleet manager next gives a score of one to three to each vehicle in each of the selection criteria, then multiplies that score by the appropriate weight to arrive at a point total. In this case, vehicle A, the automobile with the highest point total, is picked. The manager will make a proposal to the management for approval.

	3.3.10
	How can the Fleet Manager manipulate the results of a selection matrix? (p.38)
In the second case, changing the weight and ranking of the criteria changed the automobile that should be picked. This illustrates that, although the technique is rigorous and provides some discipline to the automobile selection process, the final decision is subjective.



3.4 Importance of User Input (p.38)
	3.4.1
	Who should be included in a user input group and what are the responsibilities of
the group? (p.38)
As previously said, fleet managers may benefit from forming a user input group made up of drivers, managers, supervisors, and maintenance employees who are able to provide recommendations. It's vital that the user input group comprises a diverse range of company responsibilities to enable for a larger range of feedback.
.

	3.4.2
	How should the Fleet Manager treat the input provided by several input groups? (p.26-38) 
User feedback groups should investigate new products and alternatives while keeping meticulous records of their findings so that they may be compiled and offered for consideration. Data should be gathered from a variety of sources by the user input groups. The input group may employ benchmarking or surveying similar organizations to learn from their successes and failures in order to improve your organization's performance


	3.4.3
	Who makes the final decision on which vehicle to purchase? (p.38)
Fleet manager

	3.4.4
	What should be done once the final decision on vehicle selection has been made? (p.38)
The fleet manager must reconnect with the group that offered feedback after the final choice has been made. The final choice must be conveyed to the user group to ensure that their feedback was taken into account. Future involvement is contingent on the group's perception that their contribution was taken into account and valued, even if it did not result in the outcome they desired.



3.5 Life Cycle Cost Analysis (p.40)
	3.5.1
	What is Lifecycle Cost Analysis? (p.40)
The lifespan, sometimes referred to as total cost of ownership, is a way of assessing bids that isn't only dependent on the lowest purchase price. In lifespan cost evaluations, initial cost, operating and maintenance costs (during a specified life), and salvage value are all frequent assessment categories (at life end).

	3.5.2
	How is Lifecycle Cost Calculated? (p.40)
The basic formula is: Initial Cost + Operating & Maintenance Costs – Salvage Value = LIFE CYCLE COST

	3.5.3
	What is the major advantage of Lifecycle Cost Analysis? (p.40)
The major advantage of lifecycle analysis is that it accounts for the operating costs of ownership and salvage values, yielding a better picture of the true costs of owning the equipment.


3.6 Regulations (p.43)
	3.6.1
	How are contracts awarded in the public and private sectors? (p.43)
In public and private organizations alike, contracts are awarded based on a competitive bidding process. Competition ensures that the organization gets the best value for their investment and the best product for their requirement. In public organizations, the competitive bidding process is often strictly legislated to ensure the best use of taxpayer’s dollars.

	3.6.2
	What is an organization legally bound to do when beginning the competitive procurement process? (p.43)
Fully disclose all known information which would potentially influence a Bidder in deciding whether to bid and what price to bid
• Treat all Bidders fairly and equally throughout the process, from
qualification through evaluation to final award
• Award a contract which is substantially similar to what was originally
sought in the Invitation / Request
• Avoid all undisclosed preferences and potential conflicts of interest
between Bidders and evaluators
• Act in good faith to all bidders throughout the competitive bid process
• Reject any bid (no matter how attractive) which is substantially noncompliant ; and
• Negotiate no changes to scope of work, price, or any other major
component with any bidder without offering every other bidder the
same opportunity.

	3.6.3
	What is the FASB and what do they do? (p.44)
The FASB is an organization that regulates the financial accounting and
reporting aspects of a transaction. They provide standards that investors
and financial report users rely upon to help in decision-making. The FASB
publishes rules relating to how vehicle purchases and leases are reported
on financial statements.

	3.6.4
	What do lease accounting standards require the leaser to do? (p.44)
Currently lease accounting standards require leasers to classify the lease
as a sales type lease, direct financing lease, leveraged lease, or operating
lease. Lease payments are an expense, and depreciation is split between
a finance charge and reduction of outstanding liability





AM 4: Specification Types and Development
4.1 Introduction (p.45)
	4.1.1
	What is the critical first step in the selection process? (p.45)
The first step in doing so is to identify the requirement for the vehicle

	4.1.2
	What two objectives must be balanced during the selection process? (p.45)
In order to properly acquire the finest vehicle or equipment while balancing these two goals if it does not happen to have the lowest net purchase cost, buying policy foundation must be established long in advance of bidding.



4.2 Specification Process (p.45)
	4.2.1
	What questions should the Fleet Manager ask in order to help determine vehicle
requirements? (p.45)
The initial step is to inquire about current and potential users of the fleet's cars. What type of responsibilities would they be required to fulfill? Will the car be used to transport individuals in the backseat on a regular basis? What are the products you're transporting? Is it going to be transported? Is there a limit on how far this vehicle may travel?

	4.2.2
	What tools can the Fleet Manager use in order to save time in identifying vehicle requirements? (p.45)
Before making a purchase, it is critical to understand the needs, and questioning each user individually about their requirements may be time consuming. There are a few options for saving time and increasing efficiency.
You may start by conducting a user poll to find out what they plan to do with the new automobiles you've ordered. You may also sit down and do a personal interview with the vehicle's principal user.

	4.2.3
	What is the role of the Fleet Manager in the decision on vehicle specifications? (p.46)
When choosing what requirements each vehicle joining the fleet must have, you, as the fleet manager, have the last say. This is a choice that should not be taken lightly and requires time and thought. Others in the company must be consulted in order to determine what would work best for them. Maintenance personnel will also be able to help set quality criteria. Although you, the fleet manager, will ultimately make the final decision, it is critical to solicit input and listen to the requirements of individuals who will be working with the new cars.

	4.2.4
	What are some common errors that are made while purchasing specialty vehicles? (p.46)
• Working out of order
• Duplicating old units
• Guessing

	4.2.5
	What are the common terms for solicitation styles used by organizations in order to procure goods and services from vendors? (p.47)
There are many common terms for solicitation types or styles used by organizations to procure goods and services from vendors. These solicitations for bids can be grouped into two basic types: A request for quotations (RFQ) and a request for proposals (RFP). The RFQ is most appropriate when the goods or services being procured are clearly defined and information desired from potential vendors is primarily the cost. The RFP is most appropriate when the need fulfilled by the goods or services being procured can be defined but the organization would like to collect creative solutions and price quotes from potential vendors.

	4.2.6
	What is an RFQ and when should it be used? (p.47)
A request for quote (RFQ) is similar to and may be termed an invitation for bid (IFB) or invitation to bid (ITB). It's a commercial method for getting quotations for a product or service through a competitive bidding process. This form of request is more concerned with cost than with ideas or concepts.

	4.2.7
	What information is required in an RFQ? (p.47)
The RFQ is most appropriate when the goods or services being procured are clearly defined and information desired from potential vendors is primarily the cost. The RFP is most appropriate when the need fulfilled by the goods or services being procured can be defined but the organization would like to collect creative solutions and price quotes from potential vendors.



	4.2.8
	What is an RFP and when should it be used? (p.48)
The request for proposals (RFP) tells prospective vendors what needs to be done in terms of deliverables, and they provide solutions that achieve those objectives while focusing on organizational goals (e.g., environmental sustainability, fixed and operational cost savings, and after-sale support). RFPs are made public, and vendors must reply with a thorough proposal as well as a price quote. They usually allow for talks once sealed offers have been opened, and the contract may not always be awarded to the lowest bidder.

	4.2.9
	List the typical components of an RFP. (p.48)
The components of an RFP typically include:
a. statement and scope of work
b. specifications
c. schedules or timelines
d. contract type
e. data requirements
f. terms and conditions
g. description of goods and/or services to be procured
h. general criteria used in evaluation procedure
i. special contractual requirements
j. technical goals
k. instructions for preparation of technical, management,
and/or cost proposals

	4.2.10
	What are some of the criteria used to evaluate a response to an RFP? (p.48)
The actual structure and content of the supplier's answer may be dictated by an RFP to varied degrees. Vendors are also required to use a systematic review and selection process that may include numerous stages and revisions. This framework and procedure are intended to allow for a fair assessment of the various suggestions, based on their respective strengths and limitations. What may have been subjective factors, such as appropriateness, function, or even design aesthetics, are therefore made more objective in line with the established assessment criteria that facilitate the selection process.

	4.2.11
	What is an RFI and when should it be used? (p.49)
Should be used to develop a pre-qualified vendor list when there are many potential bidders.

	4.2.12
	What is an RFT and when should it be used? (p.49)
A Request for Information (RFI) may be sent to all vendors in order to develop the pre-qualified vendor list thereby limiting the number of full proposals which must be fully evaluated by the review team.

	4.2.13
	What are cooperative purchasing contracts? (p.49)
A Cooperative Purchasing Contract is established by one of the processes above and allows other organizations to buy from it without a re-bid (e.g., County buying off a State contract)



4.3 Types of Specifications (p.49)
	4.3.1
	What are the three types of specifications and what do they have in common? (p.49)
Typically, specifications outline what is required in requests for quotations or proposals for vehicles or equipment. The three primary sorts of car specs are performance, design, and proprietary (or name brand). Specifications may be largely of one kind or hybrids of two or even all three. These specification kinds are discussed in the following sections and shown in the examples at the conclusion of the chapter.

	4.3.2
	What do good specifications need? (p.50)
Specifications need to have enough detail to avoid confusion. This is especially important when upfitting a vehicle to perform a special purpose. Pay special attention to list preferences for items that are options on ANY competing makes and models that might be bid. However, it shouldn’t take 10 pages to specify a standard pickup truck.

	4.3.3
	What are performance specifications? List some examples. (p.50)
Tell suppliers what the unit needs to do, and they'll figure out what product and configuration will satisfy those needs.
Gross weight, speed, acceleration, minimum grade it must negotiate, passenger/weight/volume carrying capacity, fuel economy, emissions levels, axle loads and distribution, and compliance with industrial or governmental standards and/or statutes such as SAE, OSHA, or DOT are all examples of minimum operating requirements for a vehicle.

	4.3.4
	What is the advantage to using performance specifications? (p.50)
Performance standards are likely to generate the greatest competition of the three main categories, since suppliers are allowed to choose and build the product that meets the minimal operational requirements at the lowest cost of the criteria to be evaluated. As a result, it is critical that all relevant operational needs be clearly specified.

	4.3.5
	What are Design specifications? Give some examples. (p.51)
Tell suppliers how the device should be configured to get the desired results.
A description of a vehicle's physical dimensions, structural qualities (e.g., moments of inertia, resistance to bending, tensile or yield strengths), or other technical parameters and performance may be included in design specifications (e.g., power or torque). They may also specify the size, location, and mounting technique for supplementary equipment such as a lift winch, storage shelf, or compartments.

	4.3.6
	When are design specifications used? (p.51)
Design specifications are normally used for specialty/custom vehicles (e.g., fire apparatus) and vehicles built in multiple stages where a body and ancillary equipment are mounted on a cab and chassis (e.g., mass transit bus, dump truck).

	4.3.7
	What are proprietary specifications? List some examples. (p.51)
Tell vendors which unit(s) and model(s) are acceptable, as well as which individual components are acceptable.
A description of the essential equipment for a vehicle that is unique to a given manufacturer.
When a fleet standard has been created via competitive bidding, proprietary specifications may be applied. They may also be used to create a known commodity that works for the fleet application while allowing similar items to be bid, guaranteeing competition while retaining the onus on vendors to defend their performance and design against the known to be acceptable commodity.

	4.3.8
	What are some advantages and disadvantages of proprietary specifications? (p.51)
If the "or equal" clause is provided to enable competition against the known commodity, proprietary specifications are the simplest to design but the most complex to analyze for bid award.
Attempting to mask proprietary specifications as valid performance or design needs is a severe blunder. Competing product vendors will very probably see through this ploy, leading to objections or possibly legal action over unjustifiable specs.
As a result, if proprietary specs must be employed, do so in a transparent manner.

	4.3.9
	What is the Hybrid approach to specification writing? (p.52)
Hybrid specifications are frequent, combining characteristics from all three kinds (performance, design, and proprietary).
Specifications may be of a single kind, but they're more likely to be a mix of two or even all three. For example, a performance type specification may be sufficient to define the medium-duty truck required for a fleet application when any competing make and model will suffice given the truck's carrying capacity, but a design or even proprietary type specification section may be required to describe special auxiliary equipment required in the truck's bed, as well as the location where it should be mounted.

	4.3.10
	What role does lifecycle cost play in the decision making process? (p.52)
Objective metrics of life cycle cost aspects, not only purchase price, may be included in the “lowest cost” response bidder.
Bid estimates are usually given to the lowest-cost response bids that meet or exceed the requirements. However, the lowest cost may not always imply the vehicle's original purchase price or net acquisition cost.

	4.3.11
	What is the ABA model procurement code? (p.52)
The American Bar Association's (ABA) Model Procurement Code offers suggested phrasing that is extensively used, especially by states and municipal governments. Through the implementation of best practices, the Code and Companion Model Procurement Regulations enhance openness, fairness, and competitiveness in the procurement process. These ideas include getting the most bang for your buck by using life cycle cost considerations that are explicitly defined as objective criteria in the bid document. Up front comparisons of fixed (e.g., resale impacting depreciation, guaranteed buyback vs. trade-in) and operating costs (e.g., fuel economy, maintenance costs/extended warranty), as well as relative risk management costs (e.g., crash rating by National Highway Traffic Safety Administration (NHTSA) and/or Insurance Institute for Highway Safety (IIHS)) costs may be included.

	4.3.12
	What are Fleet Standardization provisions? (p.53)
If makes and models are standardized, maintenance (e.g., diagnostic software, specialized equipment, technician training) and driver training costs may be decreased.
Once a fleet finds a product that works, committing to it year after year becomes lot easier. Proprietary standards are essential if the goal is to standardize on a product line in order to simplify the fleet and save money.
As long as there is competition for the standardized product line, this strategy of cost management may be successful. The drawback to this strategy is that it risks overlooking the critical role of competition and innovation.

	4.3.13
	What benefits can be achieved by standardizing your fleet procurement specifications? (p.53)
If uniformity of a vehicle product line is required but you have reservations about an organization's purchasing specialists' capacity or inclination to do so, consider what and how they purchase other equipment such as computers or software. The financial case for standardizing on brand "X" trucks is significantly stronger than the case for standardizing on brand "B" computers or software suites. Standardizing on a single make of chassis, body, equipment, and key components may significantly minimize fleet variability and the associated issues, especially when centralized maintenance and repair duties are conducted in-house or further manufacturer incentives are sought.

	4.3.14
	What are some of the advantages of standardization? (p.53)
Improved Maintenance Efficiency
Fewer Diagnostic and Specialty Tools
•Smaller Parts and Bulk Fluid Inventory

	4.3.15
	What are the disadvantages of standardizing procurement? (p.55)
• Potential Loss of Competition
• Potential Missed Innovation –
Appearance of Collusion –

	4.3.16
	What are some considerations for standardizing the “right way”? (p.55)
There are numerous strategies and factors to consider when adopting standardization properly. This does NOT include writing thinly disguised specs in order to deliberately remove certain bids.
To begin, EVERY aspect of fleet standardization must be conducted openly, transparently, and in full view of all relevant stakeholders. When the assessment guidelines are defined and their concerns addressed—but not necessarily acquiesced to—potential suppliers must be engaged in the process. A formal pre-bid conference is an excellent platform for meeting this criterion. This is the strongest defense against future charges of wrongdoing.

	4.3.17
	What is a multi-year procurement agreement and why should your organization establish one? (p.56)
When permissible, establishing a multi-year procurement agreement based on the result of this competitive bid streamlines the standardizing process. A multi-year agreement would contain a cost escalation clause, take advantage of any new incentives, and provide both parties with an easy-out provision.
When a multi-year procurement agreement is not possible, a proprietary bid specification may be used to achieve standardization for a certain number of years. It is critical to state explicitly the aim to do so when the original performance-based definition is presented to achieve uniformity. Additionally, it is critical that bids of this kind are not issued unless at least two distinct suppliers can and do compete to ensure some competition.



4.4 Bid Review and Selection (p.56)
	4.4.1
	What are pre-bid meetings and what steps should be taken to ensure that they are successful? (p.56)
The pros in favor of standardizing are significant enough to pursue if the cons can be avoided. Visit the issues with procurement officials and executives to see if standardization may be implemented in all or, at least, some segments of a fleet where it makes sense.

	4.4.2
	Why is it beneficial to visit a vendor before purchasing the vehicle? (p.57)
It is advisable to visit the site and merchant prior to making a purchase.
This allows you to have a true understanding of the car's origins while also acquiring a feel for the vehicle. While on-site, you'll be able to view the production facility or sale lot to determine if the vendor will be able to satisfy your future car purchasing demands.
Additionally, it allows you to test drive the automobiles. It is critical for both the fleet manager and the principal user to get behind the wheel when test-driving a possible purchase.


	4.4.3
	Describe the post-bid evaluation process. (p.57)
When acquiring automobiles, pre-bid meetings may be required or optional. Often, in the event of an optional meeting, the majority of the content is addressed in the specification or on paper elsewhere. There are many things to follow to guarantee the success of required or face-to-face meetings.
• Assign a member of your team to take written notes throughout the meeting to ensure that all required information is documented and recorded properly.
• Arrange for the bid opening to take place at a certain time and location.
• Maintain a record of meeting attendees.

	4.4.4
	What is a performance bond? (p.57)
The purchasing officer will often facilitate the meeting to cover the different specifications and come to a consensus between the buying party and selling party. All clarifications, charges, and the scope of the purchase are important to include in the discussion.

	4.4.5
	What items are included in most specifications? (p.57)
Test drives may be conducted in a variety of ways. OEM ride & drives may be available, in which buyers may test drive new models on a closed track supplied by the manufacturer. Additionally, test drives are available at various organization meetings and industry conferences, which bring together a diverse group of fleet managers, manufacturers, and other influential people of the sector. Additionally, dealers may supply a demo car for a certain amount of time to allow numerous users to acquire a feel for the new vehicle.



AM 5: Vehicle Procurement
5.1 Employee Reimbursement Alternatives (p.65)
	5.1.1
	What are two different types of plans for employee reimbursement? (p.65)
Businesses often use automobiles supplied by workers to satisfy specific transportation requirements for people, products, and services. When an employee uses his or her own car, he or she is reimbursed in one of two ways: taxable or non-taxable.
A well-run firm will factor employee-provided automobiles into its VAM (vehicle allocation methodology).
The fleet manager's responsibility in all of this will be to supervise employer-provided and employee-provided cars in order to maximize cost management while delivering the finest possible transportation.

	5.1.2
	Why is an Accountable reimbursement plan beneficial to both the employer and employee? (p.65)
1. The costs must be business-related. As a result, the driver's expenditures must be incurred while providing services for the employer, and no compensation may be provided for the driver's personal usage.
2. The driver must maintain appropriate records of their costs during a reasonable time period (usually, within 120 days is deemed "fair"). This is merely documented record of the costs, which may be in the form of a statement, account book, or mileage log, for example.
Date, location, business purpose, miles, and amount are often needed. Another term for this rule is "substantiation."
3. "Excess Payments" are required to be refunded. Any payment or advance that exceeds the expenditure established by the driver is considered an excess payment.



	5.1.3
	What three rules must be followed in order to have an accountable reimbursement plan? (p.65-66)
1. The costs must be business-related. As a result, the driver's expenditures must be incurred while providing services for the employer, and no compensation may be provided for the driver's personal usage.
2. The driver must maintain appropriate records of their costs during a reasonable time period (usually, within 120 days is deemed "fair"). This is merely documented record of the costs, which may be in the form of a statement, account book, or mileage log, for example.
Date, location, business purpose, miles, and amount are often needed. Another term for this rule is "substantiation."
3. "Excess Payments" are required to be refunded. Any payment or advance that exceeds the expenditure established by the driver is considered an excess payment.

	5.1.4
	List three examples of accountable plans. (p.66)
Examples of Accountable Plans: • Flat rate -Company pays a driver $800 to cover their vehicle expenses -Driver has $600 in substantiated business expense and returns the excess $200 • Cents per mile -Company pays driver at or under the current IRS Optional Standard Mileage Rate • Qualifying Fixed and Variable Rate (FAVR) Plans

	5.1.5
	What are non-accountable reimbursement plans? Give an example. (p.66)
These are plans that don’t meet one or more of the criteria required to be a tax-free reimbursement, with the most common being “flat rate” vehicle reimbursement programs. Flat rates usually pay drivers a weekly, bi-weekly or monthly amount (for example: $500 per month) and do not require substantiation of specific vehicle-related expenses. Sometimes companies will pay a flat rate for fixed expenses and a cents-per-mile rate to cover gas and other variable expenses. Example of Non-Accountable Plan: • Flat rate • Company pays a driver $800 to cover their vehicle expenses • Driver does not substantiate their expense or return any excess fund

	5.1.6
	What are the pros and cons of a cents-per-mile reimbursement program? (p.67)
Per-mile reimbursement
Pros
• Easy to administer
• Tax-free (if under the IRS Optional Standard Mileage Rate)
• Is a government approved rate
Cons
• Is not geographically sensitive
• Does not properly account for mileage (depreciation)
• Under-pays low mileage drivers
• Over-pays high mileage drivers
• Provides an incentive to report miles
• Lags the marketplace by a year
• Not intended as an accurate reimbursement for business use of a
personal vehicle

	5.1.7
	What is the IRS rate and why do many organizations use it? (p.67)

Although companies use many different rates, most stick pretty close to the IRS’s Optional Standard Mileage Rate for Business (IRS rate) which is updated each year with a new Revenue Procedure number. Each year the IRS also publishes a series of Optional Standard Mileage rates that are used for travel related to medical expenses, charitable activities and relocation.



5.2 Personal Vehicle Reimbursement (p.68)
	5.2.1
	Under which circumstances is it preferable to have employees provide their own
vehicles? (p.68-69)
Companies have developed the misconception that since the government publishes this rate, it makes sense to pay it to their drivers. In reality, the IRS rate is a safe harbor that taxpayers can use to deduct unreimbursed vehicle expenses when they are not writing off their actual expenses – a significantly different application than attempting to compensate someone for the business expense of driving their personal vehicle on company business.

	5.2.2
	In what situations should employee provided vehicles not be considered? (p.69)
There are also situations where the provision of vehicles by employees should not be considered: • The type of vehicle required is other than those normally owned by employees. For example, the requirement for off-road travel or transportation of heavy or oversized loads would usually preclude the use of employee provided vehicles. • Seeing employees taking the vehicles they use for business home at night would negatively impact public perception and the image of the organization

	5.2.3
	How can temporary or intermittent vehicle requirements be met? (p.69)
Where employee-provided automobiles are a possibility, additional investigation is necessary. Temporary or intermittent needs may often be met by renting a car, borrowing one from a pool, or compensating the driver. The vehicle pool option should be used only when there are enough personnel in one area to make pool operation cost viable. Where a critical mass of workers does not present to fully use pool cars, the most often employed option is mileage reimbursement. Even when pools are created, reimbursement for some peak demand may be essential to prevent excess cars decaying in precious parking space while not in use.

	5.2.4
	Under what circumstances can employee reimbursement be preferred even when employer provided vehicles are less expensive? (p.69-70)
There are some circumstances when reimbursement may be preferred even when it is less expensive for the employer to provide a vehicle. These situations include: a. The organization has limited funds available for purchase and does not want to lease vehicles. b. Public perception may prevent an organization from allowing employees to commute with their employer provided vehicles. c. Parking space or overnight security restrictions may prevent overnight and partial day storage of the employer’s vehicles. In this case, the employer may opt to eliminate its fleet vehicles and reimburse

	5.2.6
	When might a Fleet Manager consider renting a vehicle? (p.71)
Concerns were also raised concerning a personal reimbursement scheme. One problem was establishing the appropriate amount of payment. Should the seed manufacturer be reimbursed at the federal rate or at a different rate?
Another question was whether the company's reimbursement rate should be determined by the kind of vehicle driven by the temp employee. What about the employee's travel terrain; should those who drive in physically flat regions be compensated the same as those who drive in more hilly locations?
Following internal debate, the firm decided to implement a payment scheme based on a proportion of the government reimbursement rate. Due to the area's lower cost of living in comparison to the rest of the nation, the firm chose to base its reimbursement plan on 80% of the government reimbursement rate. Additionally, the firm determined that they would not charge various fees for different kinds of automobiles. Their reasoning was that a flat fee incentivizes temp workers to drive the most fuel-efficient car, so contributing to the seed company's environmental aims. Additionally, it was determined that the same fee would be paid regardless of the geographical location. The topography of the State was sufficiently comparable that the reimbursement rate should remain unchanged.



5.3 Purchase (p.72)
	5.3.1
	What are some of the requirements of vehicle purchasing? (p.72)
Vehicle purchasing demands a significant financial investment as well as additional attention to a range of administrative activities related to vehicle procurement, initial licensing and renewals, personal property tax payments, title retention, and remarketing. Purchases may be made using the company's own funds or via a variety of financing agreements, all of which are considered debt. The majority of business-savvy investors believe that if the net profit margin exceeds the cost of borrowing, income generated by the firm should be reinvested in the business rather than linked to a depreciating asset.
While ownership has an effect on a company's balance sheet and debt-to-equity ratio, acquiring provides a number of advantages, including tax benefits on depreciation, price leverage with dealers, and maximizing of resale gains. Retaining salvage value is a significant benefit of ownership.
If a fleet is owned and the cars are acquired using borrowed funds, the ownership expenses include the down payment (if any), interest, and principal payments. Because a buy agreement does not include any extra administrative service costs, the net present value cost of ownership may be lower than with other kinds of arrangements that include the cost of services (see below).

	5.3.2
	What are some advantages of vehicle ownership? (p.72)
When acquiring automobiles from dealer stock, there may be some unanticipated downsides. For example, although getting a car from the manufacturer may seem to be more costly if it is customized for your fleet, ordering through a dealer may really be more expensive owing to dealer markup. When purchasing from dealer stock, it is critical to take advantage of the greatest sales bargains and do a cost comparison of factory vs. dealer stock. When it comes to timing, though, stock is your best option.
.

	5.3.3
	When might it be preferable to order vehicles from the dealers stock? (p.72)
Additionally, when it comes to dealer stock, there may be additional "perks" included with the car. Dealerships strive to sell their automobiles by making them more appealing to buyers by adding features such as heated seats, satellite radios, and unnecessary warranty and package choices. While these added benefits may be appealing to individual consumers, fleet managers often choose simple packages and trim models. If the dealership does not offer a basic model without the costly options, the best course of action may be to place an order with the manufacturer and bear the wait for the sake of cost savings

	5.3.4
	What are some advantages and disadvantages to purchasing from dealer stock? (p.72)
When purchasing autos from dealer inventory, there may be some unexpected consequences. For instance, although purchasing a vehicle directly from the manufacturer may seem to be more expensive when tailored for your fleet, buying via a dealer may really be more expensive due to dealer markup. When buying from dealer stock, it is vital to take advantage of the best sales deals and to do a cost comparison between factory and dealer stock. However, when it comes to timing, stock is your best bet.

	5.3.5
	What capital considerations should the Fleet Manager make? (p.72)
Another factor to consider when making a purchase is the availability of funds. Money is a limited resource that might be better spent on other assets such as recruiting personnel, advertising, or debt repayment.

	5.3.6
	How does Return on Investment affect the purchase decision for both public and private fleets? (p.73)
The choice to employ internal money to acquire a car is determined by the profit margin of the firm. If the profit margin exceeds the cost of capital, it makes more sense to employ internal funds to produce extra income rather than borrowing money to purchase cars. For a non-profit institution, such as a government agency, the internal rate of return (IRR) should be compared to the cost of capital. Borrow money if the organization's IRR is larger than its cost of capital.
The bond grade, debt ratio, and financing source of non-profit organizations all have an effect on their borrowing choice (s).

	5.3.7
	What is the true cost of capital? (p.73)
Capital costs are determined by how a company funds its assets (vehicles).
Is the fleet financed organically via retained profits or through debt (borrowing or leasing vehicles)? Organizations may finance their fleets via a combination of debt and internal capital, in which case their total cost of capital is a weighted average of all sources. Given that a company must examine its entire return on investment, it must determine which strategy will provide the highest return. Operating available internal capital, investments, rate of return, history, credit worthiness, and bond rating all have an effect on this choice. The actual cost of capital of an organization is calculated as the weighted average of these expenses.

	5.3.8
	What are the Sales tax implications of both purchasing and leasing vehicles? (p.73)
Take into account that when acquiring a car, any applicable sales tax must be paid at the time of the transaction. When leasing a vehicle, the majority of states impose a sales tax on the monthly lease payment. As a result, you are only taxed on the lease payment, not the total vehicle's worth. This will be less than the tax payment on a purchase throughout the lease's term.

	5.3.9
	What are some of the more common funding sources? (p.73-74)
There are a variety of financing choices for fleet vehicle buys - internal funds, different types of borrowing, and leasing – but there are also some free money possibilities. Depending on your location, you may be eligible for grants from the federal, state, or local governments, as well as charity organizations. Typically, this kind of assistance is used to acquire or modify automobiles in order to mitigate their environmental impact. 

	5.3.10
	How can the Fleet Manager get funding from Federal Agencies? (p.74)
Additionally, these funds may be distributed as a competitive grant to the best proposal(s) or as a formulaic award distributed among applicants based on a predefined formula or criteria. Federal entities such as the Department of Energy, the Department of Transportation, the Environmental Protection Agency, and the United States Department of Agriculture have formerly provided funding. Fleet managers may learn about these subsidies by watching government websites, networking with state clean cities coalitions, and interacting with suppliers. Vendors may be a good source of grant financing since they are always monitoring funding organizations in order to increase their sales.

	5.3.11
	How can the Fleet Manager secure funding from the state? (p.74)
Fleet managers who finance their vehicle purchases are well aware of car liens. The vehicle cannot be sold until the lender's debt is satisfied and the lien is dismissed. Additionally, lien rights may develop as a result of litigation, bankruptcy, or unpaid taxes. Lien resolution may be very time consuming and expensive.
.

	5.3.12
	How can liens affect Fleet Managers who finance their vehicles? (p.74)
On the other hand, many Fleet Managers may become aware promptly using a similar method called as registration blocking or suspension. Several states (Ohio, Texas, North Carolina, and Virginia) have increased enforcement efforts by suspending the registrations of vehicles with unpaid tolls, red-light or speed camera violations, or unpaid parking penalties. If these responsibilities are not satisfied in a timely manner, the vehicle may be unable to be registered or driven until the problem is resolved. The longer overdue fines or tolls stay unpaid, the greater the accrual of interest and administrative costs.


	5.3.13
	What are some administrative issues that arise from unpaid tickets? (p.74)
The majority of companies and governments require motorists to pay these fees. However, if a vehicle owner or lessee wishes to resolve a registration suspension, he or she may opt to pay the cost in order to collect from the responsible driver. However, if the driver is laid off, this might become a fleet expense



5.4 Lease (p.74)
	5.4.1
	Define the term Lease. (p.74)
A lease is a rental agreement that specifies the duration, pricing, and terms of the rental.
Leasing is popular because it allows firms to acquire necessary resources while preserving funds for other lucrative initiatives. A lease is a longer-term renting arrangement that may take a number of forms, all of which include debt.

	5.4.2
	What is the difference in cost between leasing and purchasing vehicles? (p.75)
It is self-evident that buying is often less costly than leasing in the long run. However, leasing businesses may handle a variety of functions that would normally be conducted in-house. Due to the fact that leasing businesses handle thousands of cars, they may be able to provide these services at a lower cost than employing someone in-house. Additionally, leasing company employees become into specialists in their field since it is all they do. Internal workers may not conduct these duties often enough to qualify as experts.

	5.4.3
	What are the four questions to ask in order to classify a lease? (p.75)
Numerous terms are used to describe the various kinds and subtypes of leases. However, leases are rigorously classified as capital leases or operational leases for accounting reasons. How a lease is classified has an effect on how it is reported in the financial accounts. The category to which you belong is determined by your responses to four questions:
• Is ownership (title) transferred at the lease's conclusion?
• Is there an opportunity to acquire the asset at a discounted rate included in the lease?
• Is the lease period at least 75% of the asset's expected economic life?
• Is the present value of the anticipated minimum lease payments at least 90% of the assy

	5.4.4
	What is an operating lease? List some of the benefits it provides. (p.75
An operational lease is especially advantageous to businesses that constantly upgrade or replace equipment, want to utilize equipment without acquiring it, and wish to return equipment at lease end to prevent technical obsolescence. Operating leases often have the lowest payment of any financing option and are a good way to circumvent capital budgeting constraints.
Operating leases feature a termination clause and vehicle maintenance may or may not be included. The leased asset is not considered an asset of the lessee in an operational lease; the lessee reports the asset as an operating expenditure. Due to the smaller asset base, this qualification for off-balance sheet treatment may result in a better return on asset (ROA or ROI). Additionally, it may result in larger reported profits during the lease's first years. Consumers, government entities, and business groups leasing automobiles virtually entirely employ operational leases.

	5.4.5
	Who bears the risk in open-end and closed-end operating leases? (p.76)
Operating leases are classified as closed-end or open-end, depending on who bears the risk for the asset, lessor or lessee. In a closed-end lease, the owner (lessor) takes the risk, but in an open-end lease, the borrower (lessee) bears the risk of residual value. In either instance, the owner gets compensated for the use of an asset for a certain amount of time before it is returned to the owner.

	5.4.6
	What is a Capital lease? (p.76)
The lessee classifies and accounts for a capital lease as a purchase, whereas the lessor classifies and accounts for it as a sale or finance transaction. We previously enumerated four questions; if any of those four questions is answered affirmatively, the lease must be capitalized. If the answers to all four questions are "no," the lease is classified as an operational lease, and lease payments are expensed.

	5.4.7
	Define the two types of Capital leases. (p.76)
• Finance Lease – Finance leases are full-payout, non-cancellable agreements in which the lessee is responsible for vehicle maintenance, taxes and insurance. Sometimes referred to as a “leasepurchase,” the financial lease is most attractive in cases where the lessee wants the tax benefits of ownership or expects the equipment’s residual value to be high.
Direct Financing Lease (Direct Lease) – A non-leveraged lease by a lessor in which the lease meets any of the defined criteria of a capital lease, plus certain additional criteria. A direct lease is a financial arrangement and contract through which the lessor (a financial institution, a leasing company or similar entity other than a manufacturer or

	5.4.8
	What is a closed-end lease? (p.77)
Closed-end leases are predicated on the premise that the yearly mileage travelled is pretty predictable, and therefore the residual value at the conclusion of the lease (the residual) is relatively predictable. Closed-end leases are established for a certain period of time, often three years, and include a fixed monthly payment, a predefined mileage restriction, and set penalties for exceeding the mileage limit or for severe wear and tear.



	5.4.9
	Describe an open-end lease. (p.77)
• Open-End Lease — 95 percent of all leases utilized in fleet purchases are open-end leases. Typically, an open-end lease has a short initial period of one to two years and then renews on a month-to-month basis until the arrangement is cancelled. Open-end leases are often referred to incorrectly as "finance leases." However, it is a type of financing in which the balance due at the conclusion of the lease period is calculated using the difference between the leased unit's residual value (resale value) and its realized value (depreciation.)

	5.4.10
	What is a Terminal Rental Adjustment Clause (TRAC)? (p.77)
• Clause for Terminal Rental Adjustment (TRAC) – The majority of open-end leases also include a TRAC clause, which binds the lessee to the difference between the book and selling prices of the unit upon remarketing. TRAC leases are a kind of open-end lease specified under the Internal Revenue Code that combines all of the benefits of leasing with the opportunity to buy.

	5.4.11
	How can the Fleet Manager determine the mileage criterion to be used in the leasing agreement? (p.78)
When leasing a car, it is critical to avoid allowing the lease period to govern business usage. For instance, mileage restrictions should not prevent you from pursuing your business aggressively. Create a lease period that is as precise as feasible in terms of the vehicle's actual area, even if the cost rises.

	5.4.12
	What are the differences between a floating and fixed financing rate? (p.78)
In the United States, two forms of financing are available: floating and fixed. With variable rate financing, base rates are determined each billing cycle depending on market rates. Monthly lease payments change in lockstep with interest rates. Businesses that are okay with the risk of prospective interest rate hikes select floating rate financing, since interest rate costs are often cheaper than those associated with fixed rate financing.
According to the lessor's guidelines, floating rate leases may often be changed to fixed rate leases. A shorter-term lease may be an appropriate vehicle for using variable rate financing, given the rates are unlikely to alter dramatically throughout the lease's tenure.

	5.4.13
	What is the difference between on and off the balance sheet accounting? (p.79)
The main difference between on or off balance sheet accounting is how assets are treated.

	5.4.14
	List some of the Leasing fees that the Fleet Manager should be aware of. (p.79)
• Administrative Fee
• Interest Markup
• Issuance Fees
• Interest Rounding
• Interim Interest
• Interim Rent – Front end of lease
• Interim Rent – Back end of lease 



AM 6: Active Fleet Management
6.1 Commissioning Vehicles (p.80)
	6.1.1
	What is vehicle commissioning? (p.80)
In simple terms commissioning means “to put into working order.”

	6.1.2
	Describe some of the comm0n activities involved with commissioning a vehicle. (p.80-81)
Fleet managers must arrange for new vehicle licenses in the state, province, or country where they will operate. First, fleet managers must identify licensing requirements. On private property or in a warehouse without a license. Larger types of equipment, such excavators, may be categorized as off-road equipment and hence not need a license. Other vehicles or equipment may be disposed of or idled throughout the licensing period. Large fleets may save a lot of money by paying licensing fees correctly.
To save administrative expenditures, licensing fees for spread fleets should be paid centrally.

	6.1.3
	What are some of the unique requirements that are common to government fleets? (p.81)
Government fleets may be subject to central policy or legislation. Among the special needs for government fleets:
(1) Ecological testing The state, provincial, and federal governments may require government fleets to fulfill tight greenhouse gas emission limits. Commissioning should include emissions testing to verify criteria are fulfilled.
(2) Permits. Government fleets may be exempt from provincial or state licensing regulations. It plates all its own automobiles, for example.

	6.1.4
	What are some of the unique requirements that are common to leased private sector vehicles? (p.82)
1) Driver Assign. Before a car may be licensed and titled in a certain location, the leasing company must know who the driver is. For licence renewal applications, the driver's name and address are often the point of contact, although not always. So long as the driver information hasn't changed, leasing businesses may sign up for automatic renewal.
(2) Advance Fees In certain counties or cities in the US, property taxes are due beforehand. For private fleets, the leasing business may send a monthly billing with a separate one-time charge for the first month or year's taxes. Others charge an up-front parking fee, or an up-front price for driving a vehicle that exceeds a specific weight or length.

	6.1.5
	What additional activities are required when commissioning a utility fleet? (p.83)
Utility fleets also handle registration, titling, insurance, and record keeping. The following extra activities need special attention:
Permits Permits for operation must be acquired. Permits may be necessary due to the nature of utility equipment.
(2) Regulations. Determine and comply with federal, state, and provincial regulations.

	6.1.6
	What are some of the unique requirements that are common to law enforcement fleets? (p.83)
Utility fleets also handle registration, titling, insurance, and record keeping. The following extra activities need special attention:
Permits Permits for operation must be acquired. Permits may be necessary due to the nature of utility equipment.
(2) Regulations. Determine and comply with federal, state, and provincial regulations.



6.2 Upfitting (p.63)
	6.2.1
	What is vehicle upfitting? (p.84)
Upfitting is the process of enhancing vehicle design for maximum productivity and efficiency. An example of upfitting is adding medical equipment to an ambulance or a computer station to a police car.
An automobile must first be certified as safe by the manufacturer before it can be marketed in the US. This is simple with a car, van, or compact truck. These cars are generally built as a complete unit with no additional equipment. Complex fleet vehicles including chassis-cabs, cutaway vans, stripped chassis, and others need extra equipment to be added before they can be put into operation.

	6.2.2
	How can the Fleet Manager determine what upfitting is required on a certain vehicle? (p.84)
Know what you want to do with it. The vehicle's owner is the best source of information on needed upgrades. The fleet manager may learn that the end user miscalculated payload requirements or misrepresented equipment characteristics. Pre-purchase study is required to ensure that the required upfit will fit the selected vehicle.
End users are a great source of information for fleet vehicle upfitting. Buying the wrong equipment and squandering money might stem from not checking the specs and measurements.

	6.2.3
	What resale considerations should be made before the vehicle is upfitted? (p.84- 85)
To identify problems, a fleet manager must put up an early warning system. The fleet manager must call upfitters to warn you when a chassis does not match criteria.
On arrival, an inspector must check that the required upfit items are functioning and properly fitted. Here, the installation quality must be checked. Are the wires correctly packed, spliced, and routed away from the exhaust? How well routed and secured are the hydraulic lines?

	6.2.4
	What are some common errors that are made in the upfitting process? (p.85)
Right-sizing a fleet has two elements. The first refers to the next section's use. The second component is vehicle size. Are the engines big enough to do the job but not oversized? Can we get away with 4 radio speakers instead of 6, can we utilize the treadplate platform on the liftgate instead of extruded aluminum, etc. Right sizing implies just equipping the vehicle with what it needs.

	6.2.5
	What should the Fleet Manager do after purchasing upfitted vehicles? (p.85)
Every fleet should set up thresholds for when a vehicle is required. No two fleets may have the same threshold. A Wyoming utility's usage profile will be quite different from a Rhode Island utility's. That doesn't negate the requirement for fleet-specific utilization standards. Those criteria may be miles/month or year, like for engine hoses, days used, number of rental cars required, etc.



6.3 Utilization Management (p.85)
	6.3.1
	What are the two aspects of Fleet rightsizing? (p.85)
Right-sizing a fleet has two elements. The first refers to the next section's use. The second component is vehicle size. Are the engines big enough to do the job but not oversized? Can we get away with 4 radio speakers instead of 6, can we utilize the treadplate platform on the liftgate instead of extruded aluminum, etc. Right sizing implies just equipping the vehicle with what it needs.

	6.3.2
	What are utilization thresholds and how are they used? (p.85-86)
Every fleet should set up thresholds for when a vehicle is required. No two fleets may have the same threshold. A Wyoming utility's usage profile will be quite different from a Rhode Island utility's. That doesn't negate the requirement for fleet-specific utilization standards. Those criteria may be miles/month or year, like for engine hoses, days used, number of rental cars required, etc.

	6.3.3
	What are the effects of over-utilizing and under-utilizing assets? (p.86)

	
	Remember that even idle cars degrade. Measuring fleet utilization may be done in kilometers or in trips or jobs. The fleet manager must also think about efficiency. Not even a plumber who travels 200 miles per day but only works 3 hours per day is productive. The same goes for a plumber who works 7 hours and travels 20 miles every day.
Use of the vehicle should determine criteria. Consider transporting plumbing equipment or a pharmaceutical salesman to several meetings. Setting minimums and maximums requires knowing the organization's objectives.



6.4 Pooling Resources (p.86)
	6.4.1
	Under what circumstances might the Fleet Manager consider pooling resources?
(p.86-87)
Usage must be monitored. Set use criteria and standards. Over-utilization may indicate that the fleet size has to be increased, or that some vehicles are used more than others, signaling a possible reliability issue. Overuse of assets may necessitate In order to increase usage, transfer or sell the asset and reinvest the proceeds.


	6.4.2
	What is an alternative to acquisition for a temporary need or ow frequency job? (p.87)
Worker tasks, enhanced or restricted access to vehicles may be used to alter vehicle utilization. Aim to create controls that fit the corporate culture Making a car pool or automating dispatch may induce change resistance. They don't want others to drive because they own it. Consider vehicle need (does it match the organization's aims and objectives? ), geographic location (pooling isn't always practical), upkeep, and finances (will changes in utilization affect maintenance costs and can the organization finance new vehicles).

	6.4.3
	How can a Fleet Manager control access to a fleet pool? (p.87)
In some instances, an organization will need a vehicle for a specific job that is not frequently needed. When these instances occur, a fleet manager will need to consider pooling resources with other organizations to share the cost and timeshare of a vehicle. For example, a small town

	6.4.4
	How can the Fleet Manager monitor the usage of the fleet pool? (p.87)
Monitoring vehicle usage is a vital part of a fleet manager's job. The manager should analyze fleet vehicle use regularly and annually. Management should consider pooling or sharing vehicles when they are not being utilized frequently or to their full capacity. Idle automobiles do not create money for the company and hence are not a revenue-generating asset.
As an example, mileage logs (paper or electronic), online reporting (odometer and/or days used), GPS, WiFi data recorders, fuel logs, and maintenance logs. The fleet manager must remember to choose the appropriate monitoring technique for each vehicle type. A car driven twice a month at 500 miles per trip will meet the same criteria as a vehicle driven 20 times a month at 50 miles per trip. Managers must maintain



6.5 Facility Considerations (p.88)

	6.5.1
	What should the Fleet Manager consider while designing the layout of the fleets facilities? (p.88)
Fleet managers are accountable for the design and maintenance of public fleet facilities. Consider the facility's ability to handle alternative fuels while designing the layout; prior to construction, pay particular attention to the outside location, ventilation, spacing, fire codes, and other constraints. You are unlikely to be held liable for a facility if you run a private fleet.
Given the amount of automobiles that will be transported to and from the facility, choose a site that is large enough but not too far from commonly traveled roads or cities. 

	6.5.2
	What should the Fleet Manager consider while deciding the location of fleet facilities? (p.88) Collaborating with other state authorities (e.g., airport or police) may help your fleet get the location or price point it desires. Additionally, before making a substantial investment in facility construction, consider the facility's future and potential adjustments. Allow for future enhancements while using the most cost-effective energy source currently available. Many facilities are now powered by natural gas, however this may change in the future when another (better) means of generating electricity becomes available.

	6.5.3
	What is the Fleet Managers role in managing equipment? (p.88)
Another area that a fleet manager is responsible for is the equipment in the facility or shop they supervise. Similar to how a truck's body and functions are configured, the equipment in your shop is heavily dependent on the kind of vehicles in your fleet. However, possessing the necessary equipment is just half the battle. As a fleet manager, you are also responsible for enforcing safety policies and procedures. Proper housekeeping is a proactive strategy to set the facility's standards. Proper staff training on the proper use of cleaning products, signs, and personal protection equipment can also help prevent work-related injuries and accidents.



6.6 Operator Considerations (p.88)
	6.6.1
	What checks should the Fleet Manager do when hiring new drivers? (p.88)
Before hiring drivers, it is essential to do Motor Vehicle Record (MVR) checks. While not all companies need MVR checks, it is wise to manage risk and protect the fleet's integrity by hiring only safe and dependable drivers. If your fleet performs MVR checks, you must tell drivers of your intent to collect such data and need their cooperation in delivering it. It's a good idea to include your aim into a company policy or regulation to underscore the important importance and need of receiving the information prior to hiring a driver for your fleet.


	6.6.2
	What can the Fleet Manager do to help manage risk? (p.88)



While employing qualified and careful drivers may help you avoid costly accidents or driving mistakes in the future, risk management also requires rigorous and comprehensive driver training. Allow enough time between recruiting and starting fleet responsibilities for the driver to be on-boarded and evaluated according to your fleet's particular driving patterns and efficiency requirements. Finally, before beginning work, confirm that your driver has the required license.
6.7 Human Resources (p. 89)
	6.7.1
	What responsibilities in the Fleet department fall under HR? (p.89)
Human resources is able to play many important roles in active fleet management. Some responsibilities that fall under HR are proper staffing, recruitment and reward systems and incentives. The first step to properly staffing your fleet is having the right tools, or employees, to fill your toolbox. Consider all tasks needing completion and how many people and what skills are necessary. Hire what you need, not what you want and keep a clear goal in mind.

	6.7.2
	Describe the steps involved in proper fleet staffing. (p.89)
The next step is to advertise the prospects honestly and effectively. Maintain an up-to-date and user-friendly employment section on your website so that when you visit vocational schools, job fairs, or otherwise meet with a potential driver, you can immediately direct them to your fleet. Having clear and accessible information boosts the appeal of your fleet and makes your staff's goals and objectives apparent. You don't want a driver who is unhappy with his or her job, so be open about the responsibilities he or she will be doing for your fleet. Utilize current resources and emphasize the need of a referral system throughout recruitment seasons. Potential employees are far more likely to apply for jobs with an organization if they have a connection with an existing employee who had a great experience. Additionally, this allows your employees to have a voice in who they work with on a daily basis, which may contribute to making work more enjoyable for everyone.



AM 7: Vehicle Remarketing
7.1 Lifecycle Cost Analysis to determine Optimum Life Cycle (p.90)
	7.1.1
	What are the considerations when evaluating extending a vehicle lifecycle? (p.90)
While a lifecycle model may help choose which vehicles to include in a fleet, it can also help determine the ideal time to remarket them, taking a range of factors and costs into consideration. It is important to keep in mind, however, that the model is only valid for the time period immediately before the conclusion of the study.
Future inflation rates and the buying power of money are not included into lifecycle cost estimates. While models may be constructed to account for some of this, they will never be perfect to the penny.



7.2 Decommissioning (p.92)
	7.2.1
	What 6 activities are common when decommissioning a vehicle from the fleet? (p.93)
Generally, maintenance and repair components are supplied in line with the manufacturer's recommended maintenance schedule. Additionally, they are given with the distance or time intervals connected with the service. They may be expressed as a consolidated service (for example, a yearly service) or as separate components within the consolidated service (for example, an oil change, tire rotation, or brake check).
Following this, a pricing estimate for each service should be supplied. These costs, as well as their frequency of recurrence, are critical for estimating maintenance and repair.


	7.2.2
	What are some considerations that should be made when decommissioning a vehicle from a public fleet? (p.93)
Finally, the duration of each repair must be established. If the service requires the use of a rental automobile for the length of the service, the cost of the rental vehicle must be included in the overall maintenance charges. After all, if a service is not performed, no rental is required.

	7.2.3
	What are some considerations that should be made when decommissioning a vehicle from a private fleet? (p.94)
(1) Vehicles that have been decommissioned may be delivered to the dealer who is providing the replacement vehicle. The leasing company pays a small fee to this dealer to accept the vehicle (which is then passed on to the fleet).
(2) The retired vehicle must be subjected to an inspection performed on behalf of the disposing organization by the vehicle's driver.
The driver will document the unit's condition using a preprinted checklist, which will enable any discrepancies in the condition to be compared to a similar visual inspection performed by the dealer.
After this assessment is completed, the disposing entity will know the estimated value of the vehicle at auction or via another means of sale.
(3) Frequently, the driver will promptly discard the retired vehicle at an auction, with the same visual inspections performed.
(4) Decommissioned vehicles may receive detailing (to prepare them for sale) or minor repairs, providing the repair is not excessively expensive and resulting in a higher resale price than the vehicle would have been without the repair.
(5) The disposal company may make decommissioned autos available for sale to the driver of the vehicle. This would be a separate transaction from the fleet and would likely result in a faster turnaround time if the driver is interested in purchasing the car. All other decommissioning procedures will continue to be carried out.

	7.2.4
	What are some considerations that should be made when decommissioning a vehicle from a utility fleet? (p.94)
(1) Assessment. Inspections of vehicles equipped with aerial devices should be performed to ensure compliance with all relevant federal, state, and provincial legislation. Vehicles that fail to meet these requirements should be repaired or scrapped, not resold.
(2) Maintenance records. When a vehicle is retired, the maintenance records should be retained to confirm that all required maintenance was performed throughout the vehicle's life.
(3) Labels containing precautionary statements. During decommissioning, a final check should be performed to ensure that any vehicles being remarketed still have the appropriate warning labels.

	7.2.5
	What are some considerations that should be made when decommissioning a vehicle from a law enforcement fleet? (p.95)
(1) Equipment life cycles: The length of the useful life of a piece of law enforcement equipment.
equipment for vehicles Each piece of equipment housed inside or affixed to a
Each law enforcement vehicle has a different expected life. There is a range of equipment available, including lightbars, prison walls, inmate restraint devices, and gun mounts. Skid plates, power supply, push bars, radios, Unitrol, radar, and video are all included.
Trunking systems, siren speakers, amplifiers, and equipment for MST or MCT systems (for example, fire extinguishers, shovels, jacks, and investigation kits) may all be reusable.
(2) Stripping: A determination of whether or not to relocate the retired vehicle's life cycle equipment inside the company.
or by a third-party provider must be cost-effective.
Benefits analysis Due to the sensitivity of the electronics on board, security is a critical concern. Additionally, departmental stickers will be required.
must be repealed.
(3) Exempt license plates, often known as "covert license plates," are those that are not required to be shown.
The State Department of Motor Vehicles has assigned a number to each law enforcement agency.
Acquiring license plates for certain law enforcement agencies requires further awareness and caution. Law enforcement groups' security of license plates demands a unique approach to assure no compromise. Certain Agencies may be permitted to swap plates that are exempt.
vehicles. In all circumstances, the fleet management information system (FMIS) will be deployed.
must keep an accurate record of each vehicle's license plate.
(4) Disposal preparations: Before a law enforcement vehicle may be sold legally on the commercial market, factory-installed equipment (airbag systems, rear seats, and so on) may need to be reintroduced (rear door locks, key chimes, overhead dome lights, and so on). Additionally, state-specific rules may require the vehicle's doors to be marked with special marks (black X) to prevent the appearance of an operational police car.



7.3 Reconditioning (p.95)
	7.3.1
	What is vehicle reconditioning? (p.95)
Reconditioning may range from simple automobile washing to extensive mechanical and body repair. As a general rule, reconditioning work should generate at least three times the cost of reconditioning. As a result, for every dollar spent on reconditioning, you should anticipate receiving $3 in return.
.

	7.3.2
	What rule should be followed when deciding whether or not to invest in reconditioning a vehicle? (p.95)

When it comes to increasing worth, the simplest way is to do look reconditioning. The buyer's initial impression of a car will be formed by its exterior and visual components



7.4 Remarketing Policy (p.96)
	7.4.1
	What should a remarketing policy contain concerning the sale of vehicles to
employees? (p.96)
For organizations that permit employee car purchases, a remarketing policy should be devised. It should handle car pricing for workers, sales to employees' immediate family, approval of repairs before to sale, time to pick up vehicles after sale, and other entity-specific considerations. The clause describing repairs prior to sale is critical. If an employee intends to purchase his or her business car, he or she may choose to have a new battery, tires, or brakes fitted shortly before the sale.



7.5 Remarketing Methods (p.96)
	7.5.1
	What is the Employee remarketing method and what are the benefits of using it?
(p.96)
Employee sales
Auctions (on-site and virtual)
Trade

	7.5.2
	What is the Auction remarketing method and what are the benefits of using it? (p.97)
You may sell your automobile at a variety of different sorts of auctions.
On-site: This entails establishing a sales point for both your own vehicles and those of other suppliers at your fleet location. This sales channel requires large space in addition to the obligation of parking the vehicles of other enterprises on your property. Additionally, during sale days, the fleet manager must consider increased traffic and parking needs, as well as the public's responsibilities on your property.
Off-site: This option entails transporting and registering your autos at the auction. This strategy eliminates the requirement for the fleet manager to conduct an on-site auction but increases the danger and labor associated with relocating autos.
Virtual: Placing automobiles online and soliciting bids may be a more convenient way to sell them. Virtual auctions may need additional listing costs and may require moving sold automobiles farther than intended.



	7.5.3
	What is the trade remarketing method and what are the benefits of using it? (p.97)
Oftentimes, older or used automobiles may be traded in at the dealer to help finance the purchase of a newer vehicle. This method is used by the majority of dealers worldwide for both fleet managers and the general public who are purchasing new vehicles and trading in their current ones.
When using this form of disposal, it is usually prudent to divide the transaction into two halves. One component of the deal would be the purchase of the new car, while the other component would be the selling of the old vehicle. When the Fleet Manager is presented with a single price for the whole transaction, it is difficult to judge if both the purchase price of the new vehicle and the trade-in value of the old vehicle are reasonable. One benefit of this channel is that it maximizes space use by removing one car from the lot and adding another for a net gain of 0. Additionally, the transaction is quick and may be completed on the same day as the new car is delivered.

	7.5.4
	What is the retail remarketing method and what are the benefits of using it? (p.97)
Retail may generate better profits since it operates similarly to the majority of dealerships with vehicle lots. Prices may be increased and negotiated, and the automobiles are targeted at a wide demographic. Retail, on the other hand, requires a significant amount of time to discover consumers, make agreements, demonstrate the automobiles, test drive them, and eventually close the transaction. These distinct jobs need additional sales training for employees, which may be costly. Additionally, there must be a location ideal for customer agreements. Additionally, several states may demand specific permits to sell automobiles on the retail market.
While retail may generate more money, it does need more time, resources, and skill.

	7.5.5
	What is the direct remarketing method and what are the benefits of using it? (p.98)
Direct sales entails identifying a target, which might be an organization, a demographic, or an individual. It is critical to identify target customers and then begin selling automobiles directly to these areas.

	7.5.6
	What is the third party remarketing method and what are the benefits of using it? (p.98)
While selling a car via a third party is one of the simplest methods, it may provide the lowest return. A third party will handle all aspects of the transaction, including car collection, documentation filing, and vehicle sales.
When automobiles must be moved fast or you lack the time to sell them, selling via a third party is the ideal alternative.

	7.5.7
	What is the Internet remarketing method and what are the benefits of using it? (p.98)
Internet sales are quite simple to execute. Vehicles may be advertised on your fleet's website, a separate auction website, or another form of sale.
Additionally, the internet may be utilized in combination with other techniques. For instance, your third-party salesman may advertise and sell your automobile online and in person. Retail sales may also be advertised online.

	7.5.8
	What is upstream remarketing and what are the benefits of using it? (p.98)
This includes the sale of cars via a dealer or while they are still in service. This process takes cooperation, and the vehicle must be in comparable condition when it is taken out of service or when the upstream buyer agrees to acquire it.
These sorts of transactions often grow over time as the customer and supplier get acquainted with one another's operations. The customer gains familiarity with the fleet's vehicle offerings and gains confidence in the fleet's product quality. The Fleet Manager learns when the customer is in the market for automobiles and can then target the vehicles to optimize income. Additionally, the Fleet Manager may begin adding specs and extras with the confidence that the upstream customer will pay for them.




7.6 Managing Depreciation (p. 100)
	7.6.1
	What is the difference between effective depreciation and book depreciation?
(p.101)
The difference between the net purchase cost and the net resale value is the effective depreciation, or the real value of the vehicle consumed in use.
This is not to be confused with the book depreciation rates used to calculate lease payments.
Book depreciation is calculated by subtracting the vehicle's projected residual value upon replacement from the total purchase cost. This amount is then translated to a factor that indicates straight-line book depreciation on a monthly basis. Two percent is the most often employed factor by fleet managers today, resulting in a vehicle's complete depreciation on the lessor's books after 50 months.



7.7 Implementing Depreciation Control Strategies (p. 100)
	7.7.1
	What is the goal of a fleet manager when selecting a vehicle? (p.102)
Controlling depreciation starts with the car selection process. While cost should be considered, it should not be THE decisive factor, as indicated above. Ensure that you analyze:
o Makes and models that meet your fleet's unique requirements
· Operating expenses for the vehicle
o The vehicle's level of safety
· Resale value, which will be covered in further depth later.

	7.7.2
	What are the two factors that dictate effective depreciation? (p.102)
As stated before in the Introduction, the depreciation factor is determined by the vehicle's predicted "useful" life and its estimated market value when the lease expires. Not all components will fit all cars and applications.
Consider the vehicle's specs, duty assignment, mileage, and optional equipment.
Setting the fleet's depreciation factor is critical to budgeting. Calculate the months required to deduct automobile purchase expenditures. The normal lifespan for private fleets is 36 months; for public fleets, it may be longer. This shorter time period increases the company's profitability since taxes are lower. Longer write-off periods are common for leased fleets to help reduce payments. Leasing executive cars might take 36 or 40 months! The goal is to acquire the fair market value equivalent to the purchase price.

	7.7.3
	In general, what are the differences in planned vehicle life between government fleets, private fleets, executive fleets and leased fleets? (p.102)
The difficulty is that acquisition decisions have an effect on disposal decisions, which have an effect on acquisition decisions, and intermediate decisions are similarly impacted by both ends of the life cycle. How does a fleet manager handle these situations? The idea is to always keep the big picture in mind while you handle particular procedures, keeping an eye out for the cause and effect relationships between activities.
Rep these steps several times, gradually narrowing down on the ideal solution. By the time the ideal solution is determined, the organization, purpose, or technology has almost definitely changed to the point that fleet rules and procedures must be modified. If it were so easy, anybody could become a professional fleet manager.

	7.7.4
	What should be considered when deciding to sell a vehicle in order to minimize effective depreciation? (p.103)
To maximize value and hence depreciation, fleet managers should evaluate the vehicle's age, mileage, condition, season, and geographical variances. Remarketing must solve these issues, which are mostly within the fleet manager's control.
Remember that prices change. Price fluctuations are greater in smaller cars than in mid-sized cars. Luxury cars have had the best price constancy throughout the years. Since the late 1990s, van and minivan pricing has been a poor section of the used-car market. The resale performance of each automotive category provides a more complete picture of "depreciation." Use your past to predict future resale success.
Choose the best resale method: auction, employee/driver sales, or wholesalers/brokers. See the Remarketing Methods section for a detailed analysis of each (page 88).

	7.7.5
	Know how sale price volatility can affect various vehicle classes. (p.103)

Assemble as much information as possible regarding the newest vehicle trends. Examine changes in financing rates, manufacturer selection, and installation selection. Monitor your fleet's operational costs and resale values to determine if you need to adjust your lease factor or length.
[bookmark: _GoBack]Keep abreast with industry developments by reading trade publications and reference books. If necessary, seek counsel from friends or relatives. Using either of these ways, you may keep track of the depreciation factor for the vehicles in your fleet.





Practice Test Questions


1. Which method of sales is considered the first choice in any used vehicle marketing plan?
a. sales to retailers
b. sales to employees
c. auctions
d. wholesalers

2. Fleet A is remarketing vehicles directly to the public. What approach should the Fleet Manager take regarding reconditioning?
a. no reconditioning
b. full reconditioning
c. compare reconditioning costs to the vehicle value before and after
d. perform full reconditioning on the older vehicles in the fleet

3. A Fleet Manager is adding ten new vans to the fleet and is at the point where they have reviewed prices previously paid for similar vans, how long the dealer will take to acquire the vans, bulk order discounts, and which dealership will fit within the company’s budget. What step in strategic sourcing is this?
a. Understand the spend category
b. Assess potential suppliers
c. Cultivate supplier relationships
d. Select desirable suppliers

	
Criteria (Weight)
	
Veh A
	
Veh B
	
Veh C

	
	
Rank
	
Score
	
Rank
	
Score
	
Rank
	
Score

	
Safety (5)
	
1
	
	
3
	
	
2
	

	
Environment (3)
	
	
6
	
1
	
	
	
9

	
Lifecycle costs (2)
	
	
	
3
	
6
	
1
	



4. A ranking of 3 represents the best in the category and no two vehicles have the same score.

With this selector matrix, the organization would likely come to the following conclusion:
a. Select Vehicle B with a total 24 points
b. Select vehicle C with a total 25 points
c. Dismiss Vehicle C with a total of 16 points
d. Dismiss vehicle B with a total of 23 points

	
Criteria (Weight)
	
Veh A
	
Veh B
	
Veh C

	
	
Rank
	
Score
	
Rank
	
Score
	
Rank
	
Score

	
Safety (1)
	
1
	
	
3
	
	
2
	

	
Environment (2)
	
2
	
	
	
	
3
	

	
Lifecycle costs (3)
	
	
	
3
	
	
1
	



5. If the weighting changes to safety (1), Environment (2) and lifecycle costs (3), which vehicle would you select?
a. Vehicle A with 10 points
b. Vehicle B with 14 points
c. Vehicle B or C with 13 points
d. Vehicle C with 11 points

6. Your spec contains the following criteria:

-Vehicle must be capable of towing a 1500 lb trailer up a 15 degree incline
-Vehicle must be capable of transporting a load of 1500 lb in a separate area for eight hour periods.

This spec would be classified as which type?
a. Brand name
b. Commercial
c. Design
d. Performance

7. Which fleet type would be most likely to use a Fleet Management Company for vehicle commissioning?
a. Police fleet
b. Utility fleet
c. Corporate fleet
d. University fleet

8. A fleet manager is preparing to make a purchase decision for a publicly owned fleet. The community the fleet serves believes (in priority) in buying American, supporting safety and is opposed to excessive public spending. The city manager has tasked the fleet manager to develop a selector list that will appease the constituents, and markedly improve the overall condition of the fleet while lowering the operating budget.

What policy would best serve the fleet in selecting replacement vehicles?
a. Select US-built vehicles with 5-star safety ratings as long as capital cost is low.
b. Select vehicles branded with American manufacturer nameplates, even if the capital cost is greater.
c. Select vehicles with the lowest life cycle cost, branding is not important.
d. Select vehicles with the highest safety rating, and projected low life cycle cost.

9. A Fleet Manager has decided to use some non-quantifiable criteria when developing the company selector list. How are these measured?
a. Using industry reference books
b. Using data from the manufacturer
c. Using advice from subject matter experts
d. Using quantifiable fleet data

10. What is the basic rule when negotiating the price of a vehicle?
a. Start at dealer invoice pricing and work up
b. Start at triple net invoice and work down
c. Consolidate vehicle volumes with one vendor
d. Use same terms and starting point as the vendor

ANSWERS




	Question #
	Answer
	Reference

	1.
	B
	Asset Management Guide, p. 96.

	2.
	C
	Asset Management Guide, p. 95

	3.
	A
	Asset Management Guide, p. 4

	4.
	A
	Asset Management Guide, p. 37

	5.
	B
	Asset Management Guide, p. 37

	6.
	D
	Asset Management Guide, p. 50

	7.
	C
	Asset Management Guide, p. 81

	8.
	A
	Asset Management Guide, p. 35

	9.
	C
	Asset Management Guide, p. 34

	10.
	D
	Asset Management Guide, p. 28



