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Guidance Position Statement 
 

Timely Replacement of Fleet Assets 
 

Statement of Purpose:  
The American Public Works Association (APWA) seeks to inform policy-makers 
and decision-makers and the public at-large of its stated position on the 
replacement of fleet assets.  
 
Statement of Position:  
Replacement of fleet assets at the end of their economic life is a necessary cost 
of doing business.  It is recommended that annual funds be provided during the 
budget cycle as a priority item. 
 
Background and Rationale: 
Vehicle life-cycle cost analysis enables management to evaluate new equipment 
purchases and on a case by case basis determine if it is more economical to 
retain equipment or purchase new. This economic replacement model follows the 
following premises: 

1) as a unit ages, average maintenance and operations costs increase 
2) as a unit grows older, investment costs decrease 
3) and there is a point in a vehicle’s life at which the total average cost is 

minimal which is the optimum economic life point 
The accepted economic theory of vehicle replacement maintains that vehicle 
capital costs decline over time while vehicle operating costs will increase. The 
combination of these two trends will produce a U-shaped total cost curve and a 
vehicle should be replaced at the flat portion of this curve. 
 
 
 
 
 
 
 

 
 
 

 



 

 

 
  
Retaining assets beyond this point leads to the following adverse conditions: 
 Increase in total operating cost 
 Increase in turnaround time as the complexity of repairs increase 
 Decrease in overall asset availability  
 Increase in fleet asset failure—the older the fleet, the greater the 

opportunity a catastrophic failure will occur 
 Decrease in salvage (residual) value as an asset ages 
 Customer satisfaction with the fleet asset will dissipate and the asset may 

become underutilized 
 Public Perception of the entity as a whole 
 Operator safety is compromised as vehicle components are subject to 

increased wear and tear; safety enhancements available on new assets 
are bypassed when fleet assets are not replaced 

 Fleet creep occurs as customers seek to have more backup assets to fill 
the void created when fleet assets are in for service more often and for 
longer periods of time 

 Potential non-compliance with new regulatory requirements (i.e. 
emissions) 

 Defer implementation of “green” sustainability initiatives for fuel economy 
and greenhouse gas emissions reductions   

 
Delaying vehicle replacement beyond the economic useful life of the asset in 
general is a short-term budget fix that invariably will lead to a long-term increase 
in cost and a degradation of the fleet’s overall effectiveness and efficiency. 
 
Reserves or Fund Balance Levels 
 
It is recommended that a10% to 25% of fleet replacement value be established to 
maintain adequate reserves for timely replacement, emergencies and unforeseen 
replacement of equipment.  During down economic times, the reserves or fund 
balances may be used for short-term budget deficits.  The replacement plan 
establishes an annual forecast for economically replacing fleet assets and the 
remaining reserves or fund balances.  The impact of using Replacement 
reserves or fund balances for short-term budget deficits is indicated by the 
revised replacement forecast.   
 
 
Sponsor 
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