
cc20-165 1 

STAFF REPORT 

MEETING 
DATE: December 8, 2020 

TO: City Council 

FROM:  Kate Whan, Public Works Administrative Manager 

SUBJECT: CONSIDER A MASTER EQUITY LEASE AGREEMENT BETWEEN THE CITY 
AND FLEET ENTERPRISE MANAGEMENT, INC., AND RECEIVE AN UPDATE 
ON FLEET REPLACEMENT 

REQUEST 

Consider authorizing and take action to authorize the City Manager to execute a Master Equity 
Lease Agreement between the City and Fleet Enterprise Management, Inc.; authorize Enterprise 
Fleet Management, Inc. to sell designated surplus vehicles on behalf of the City; and receive an 
update on fleet replacement. 

BACKGROUND 

Council received a City fleet update at the November 19, 2019 City Council meeting, with staff 
recommending that a working group establish new and updated fleet policies, adjust the fleet size 
and configuration to meet current needs, to prioritize low-emission replacements where 
practicable, to explore alternative acquisition methods to the traditional purchase model and to 
accelerate the disposal of surplus vehicles and equipment. The progress to date includes new 
draft policies currently under department review, fifteen vehicles surplussed, preliminary right-
sized fleet configuration identified, and an equity lease master agreement proposed for approval 
at tonight’s meeting. Further progress has been slowed by the need to focus on the COVID-19 
pandemic response which has pulled staff into other prioritized efforts.  The pandemic also put a 
temporary halt to disposal of additional surplus vehicles as they are needed to deploy City 
maintenance staff safely to their worksites without sharing vehicles, as is the typical practice. 
During this time, only essential replacements have been made, pending the changing fleet 
replacement strategies. 

With the exception of Novato Police vehicles, the City Fleet profile is one of an aging fleet with 
the average age of the fleet ranging from ten to twenty years old. Maintaining an aging fleet 
increases the cost of repairs, the frequency of repairs, and the amount of time the vehicles are 
out of service. Bringing an aging fleet back into one that is modern and of the right composition 
for today’s needs will be the work of the departmental staff assigned to make replacement 
recommendations through the annual budget proposal process.  

DISCUSSION 

It is current best practice in cities around the nation to diversify fleet acquisition methods. 
Especially in this time of economic uncertainty, using the best acquisition options for each class 
of vehicle will enable the City to pursue the most economical replacement strategy. Adding the 
proposed lease equity acquisition option makes the most sense for the light-duty fleet that has 
standard aftermarket upfit options. For the heavier or more specialized equipment such as boom-
lift trucks, purchasing is likely the best option unless it is determined that occasional or seasonal 
short-term leases could be more economical.  At this time, it is recommended that the electric  
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vehicle additions to the fleet be acquired by standard lease from local dealerships in order to 
utilize area rebates. 

Staff have researched the use of an equity lease agreement to evaluate its usefulness as an 
economical acquisition method. Other cities where such a program has been successful are 
Milpitas, Vallejo, Fresno, and Redlands, among many others. Staff found that a number of these 
agencies have partnered with Enterprise Fleet Management, Inc. (“Enterprise”) to implement fleet 
replacement programs with very positive feedback and results. Enterprise was awarded a fleet 
management contract with Sourcewell (formerly NJPA), which provides government, education & 
nonprofit organizations with a cooperative purchasing program that manages solicitation 
requirements through a competitive process & offers a network of awarded contracts. The City of 
Novato is a member of Sourcewell and has used their services for purchases in the past.  

The proposed master equity lease agreement would be implemented through a contract with 
Sourcewell.  The draft master equity lease agreement between the City and Enterprise has been 
tailored specifically to meet the requirements of the City and does not include the maintenance of 
the vehicles. 

The master equity lease program is an "open-end" lease structure, which would allow the City to 
replace more vehicles with less upfront capital. Below are highlights of the program: 

• No mileage restrictions, no abnormal wear and tear, and no early termination penalties;
• The City has all rights of ownership and can equip the vehicles with aftermarket parts as

necessary (for example, flashing amber beacons on Public Works vehicles);
• Leasing provides the opportunity to minimize the amount of large capital outlays necessary

for purchasing vehicles while still being able to capitalize the lease cost; and
• The City would establish a more proactive fleet replacement plan to acquire vehicles on a

more consistent basis and maintain a newer fleet.

If the proposed master equity lease agreement with Enterprise is approved, it is the intention of 
staff to start utilizing the program with new Police Hybrid Interceptors. Novato Police Department 
staff have evaluated the Enterprise master lease equity program and agree that it will come with 
several advantages.  Because the police marked patrol vehicles drive many more miles than other 
vehicles in the fleet, they need to be replaced on the average of every five years.  These vehicles 
take a lot of staff time to order, register, upfit and eventually sell/auction, there cost savings and 
efficiencies attained from having Enterprise perform those services. With the buying and selling 
powers of a larger fleet-specific organization such as Enterprise, it is expected that when sold, 
the equity returned to the City Equipment Fund 602 will be substantially more than received by 
the City in typical auction sales. 

PUBLIC OUTREACH 

This item was noticed per standard City of Novato City Council agenda noticing procedures 
including posting the agenda 72 hours in advance on the community bulletin board in front of the 
Police Department, posting on the City’s website at novato.org/councilagendas and sending an 
email notification to all e-notification subscribers. 

FISCAL IMPACT 

There is no immediate fiscal impact to the City Equipment Fund 602 by entering into a Master 
Lease agreement. Subsequent individual vehicle lease agreements established under this 
umbrella will be evaluated on a case by case basis as outlined in the attached draft administrative 
fleet replacement policy.  The annual fleet replacement budget for individual units is approved as 
part of the annual City operating budget process. 
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STRATEGIC PLAN ALIGNMENT 
 
The proposed alternative means of replacing vehicles will enable the City to accelerate the 
process of adding more hybrids and zero emission vehicles to the City fleet, which will help 
accomplish the City Strategic Plan Goal 4 of Environmental Stewardship, Objective 1 - Reduce 
climate impacts of City Operations. Additionally, strategic planning and selection of the annual 
vehicle replacements is in alignment with Goal 5: A City That Works, Objective1 - Ensure a fiscally 
sustainable City. 
 
RECOMMENDATION 
 
Authorize City Manager to execute a Master Equity Lease Agreement between the City and Fleet 
Enterprise Management, Inc., authorize Enterprise Fleet Management to sell designated surplus 
vehicles on behalf of the City and receive an update on fleet replacement. 
 
ALTERNATIVES 
 

1. Do not authorize the Master Equity Lease Agreement between the City and Fleet 
Enterprise Management, Inc.; or 

2. Direct staff at Council discretion. 
 
ATTACHMENTS 
 

1. Master Equity Lease Agreement and Addenda 
2. Draft Administrative Fleet Replacement Policy 
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