Council Meeting of
June 13, 2006

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the City Council:

SUBJECT: Additional FY 2005-2006 Budget Appropriation Request for
Fuel/Maintenance Cost

EXPENDITURE: $400,000

RECOMMENDATION

The Public Works Director recommends that the City Council approve an
appropriation of an additional $400,000 from the Sanitation Enterprise Fund balance to
the Sanitation Enterprise Operating Budget.

FUNDING
Funding is available in the Sanitation Enterprise Fund balance.

BACKGROUND/ ANALYSIS

The Public Works Sanitation Division is requesting an additional appropriation of
$400,000 from the Sanitation Enterprise Fund balance to offset the cost of increased
fleet services charges for maintenance and vehicle fuel.

Over the last fiscal year fuel and maintenance cost of the City’s refuse trucks has
increased greatly. The two major factors that have led to increased maintenance and
fuel costs is the inability to replace our aging refusefrecycling truck fleet with new diesel
powered trucks and the increased cost of fuel.

The City is prohibited from purchasing new heavy-duty diesel vehicles due to
certain fleet rules published by the South Coast Air Quality Management District. The
City’s only reasonable vehicle replacement alternative within the parameters of these
rules would be to convert the City’s diesel fleet to natural gas — an option the City has
elected not to pursue at this time. As a result of the aging fleet, a number of refuse
trucks have experienced major component failures (engines, transmissions, drive axles)
within the last year. Most of these were a result of severe wear and tear and duty
cycles that these trucks experience on a daily basis. Because the Fleet Services
Division does not normally perform engine or transmission rebuilds in-house, these
kinds of failures can often result in outside repair bills of $10,000 to $15,000.
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The other factor contributing to increased fleet charges for our refuse/recycling
trucks has been the increase in fuel cost. Since July 1, 2005 fuel prices have steadily
increased from $1.75 a gallon to where we are now paying over $2.81 per gallon, a 60%
price increase. As a result the fuel budget account is over spent by 60%.

During mid-year budget review the increase in fuel and maintenance cost for the
Sanitation division was noted. Public Works and Finance projected that Sanitation
would need to make an appropriation from the Sanitation Fund Balance to balance its
operating budget at year end. It was recommended that the appropriation be done at
year end so all fuel and maintenance expenses in Sanitation for fiscal year 05/06 would
be accounted for. Due to the increases in maintenance and fuel cost for refuse
vehicles, the Sanitation Enterprise Operating Budget will be over expended. Based on

_projected maintenance and fuel cost, staff anticipates that an additional $400,000 will be
necessary to fund the Sanitation Enterprise Operating Budget for the remainder of the
year.

The budget for maintenance and fuel in Sanitation has been increased for fiscal

year 2006/07. Due to the volatility of fuel and maintenance costs, we will continue to
monitor our vehicle expenses and address budget issues as necessary.

Respectfully submitted,

ROBERT J. BESTE

Public ngzétor

By: John Drakodaidis
Sr. Administrative Analyst
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Robert J. Beste
Public Works Director
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City Manager



