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1. Background
1.1. Fleet Overview

State of City’s Fleet
The City of San Diego’s Department of General Services (DGS), Fleet Operations Division (Fleet) manages a 
fleet of more than 5,000 vehicles and pieces of equipment. Fleet is responsible for the acquisition, repairs, 
maintenance, fueling, replacement and disposal of City vehicles and equipment. Within this fleet, DGS also 
manages the City’s rental pool of 112 vehicles that City departments can temporarily utilize. 

While the City’s fleet has grown by 645 vehicles and pieces of equipment over the past 10 years (bringing 
the total to 5,044), the number of Fleet staff needed to maintain and repair the City’s fleet has not kept 
up. During this 10-year period, only 13 positions were added to support the addition of 50 organic waste 
collection vehicles to the refuse packer fleet, and a new fire vehicle repair facility was opened to relocate 
fire apparatus from a shared repair facility to the new facility (which frees up repair capacity at the shared 
facility). However, no additional technicians were added to support the remaining growth of 595 vehicles 
and equipment. No additional repair bays have been added to service the increase of non-safety vehicles 
in the repair shops. Additionally, limited investments were made in shop repair equipment, and most 
equipment is aging and in need of replacement. Constraints in staffing, repair space and budget severely 
limit the City’s ability to maintain the growing fleet.

Figure 1: Growing fleet size over the past 10 years

Footnote: Fleet size is measured as 
of July 1 of each fiscal year. The figure 
represents a point-in-time count and 
may fluctuate due to vehicles being 
retired, added, or undergoing upfitting 
before entering the field. The dip from 
FY2021 to FY2022 can be attributed to 
vehicles leaving the City’s fleet while 
new vehicles are entering City fleet, but 
yet to be counted in service.
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Figure 2: Minimal growth to Fleet’s repair staff over the past 10 years

Footnote: To support organics collections mandated by SB1383, 43 refuse packers (trash trucks) and 12 full-time repair staff positions 
were added. In fiscal year 2026, three additional repair staff positions were added to support solid waste collections pursuant to 
Measure B.

Vehicles, Equipment and Services Provided by Fleet
Fleet provides a diverse range of vehicles and equipment to 18 City departments across the General Fund, 
Enterprise Funds, and Internal Service Funds. The fleet is comprised of more than 179 different types 
of vehicles and equipment spanning light-duty, medium-duty and heavy-duty vehicles. It also includes 
specialized vehicles such as fire apparatus, police patrol vehicles, trash collection vehicles, water/sewer 
vactors and stormwater vactors, street sweepers, off-road and construction equipment, and trailers. Many 
of these vehicles have customized builds with specialized equipment to help City staff perform their duties 
safely and effectively. 

Table 1: Vehicle classification breakdown
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Fleet Operations is responsible for coordinating vehicle build specifications with the customer departments, 
ordering and placing the vehicles and equipment into service, and coordinating training, as well as 
performing repairs, maintenance, and safety and emissions testing while the vehicles are in service. Fleet 
manages replacing vehicles and works with the Purchasing and Contracting Department (P&C) to dispose 
of vehicles at the end of their useful life. There are four DGS staff and zero P&C staff dedicated to the 
procurement and acquisition of vehicles. 

As an Internal Service Fund division, Fleet recovers its costs by charging fees to its customer departments. 
Assignment fees are charged for vehicle replacement. Usage fees are charged for repairs and maintenance, 
including labor and parts. Fuel fees are charged for gasoline and diesel fuel usage. Lastly, rental fees are 
charged for the use of vehicles from the City’s rental pool.

Fleet’s Role in the Rental Process
While DGS generally provides the majority of vehicle and equipment needs for City departments, customer 
departments have a need to rent vehicles for specific purposes. The operational needs which may require 
the use of a rental are discussed in later sections but include seasonal needs, emergency response, special 
projects, and interim use while vehicles are under repair or waiting for delivery of new procurements. DGS 
has a Motor Rental Pool that is intended to be used for these types of short-term temporary needs. The 
pool of 92 vehicles [Appendix 2] is almost always fully utilized on a long-term basis, leaving only a handful 
of vehicles available. Most often only the specialty vehicles like water or fuel tenders are available. In 
addition, the rental pool may not have the specific equipment type on hand that is required by departments. 
Therefore, departments occasionally rent vehicles and equipment from outside vendors, such as Herc 
Rentals. 

In September 2025 the City updated the requisition approval process for rentals from outside vendors. 
Departments must provide one of seven reason codes to justify their rental request at the initiation of the 
purchase order process, which is detailed in the next section. In addition, Fleet now plays a role in reviewing 
and approving these requisitions to ensure consistency in use, basis for the rental, and to determine if 
rental pool vehicles are available prior to outsourcing. The specific procedures and reason codes associated 
with this process are discussed in a later section of this report.

Limitations and Constraints
The DGS is currently limited in its ability to repair and maintain the existing fleet due to inadequate staffing 
levels and facility constraints. Although the Department has approximately 160 budgeted positions, there 
are 54 positions total -- 34% of total repair staff -- that are vacant (29 positions) or filled by employees on 
injured status (25 employees on Industrial Leave/Workers’ Compensation/Light Duty). Preliminary estimates 
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show that Fleet needs all existing budgeted positions filled and actively working, along with additional 
positions, to maintain the City’s current and projected fleet. This does not account for the backlog of work 
that currently exists. This is exacerbated by the insufficient garage and bay space to work on vehicles. The 
City’s largest repair facility, Chollas, maintains more than 1,700 vehicles and has never increased its capacity 
since the facility opened in 1962. This facility requires additional garage bays to properly service the existing 
fleet. The physical limitation of bay space also limits the City’s ability to add vehicles and the additional 
requisite technician positions to repair and maintain them.

DGS may also experience long delivery times for vehicle purchases due to upfitting and regulatory 
requirements as shown in Figure 3. City vehicles are upfit at a minimum to ensure that safety requirements 
are met. Additionally, a large portion of the fleet is highly customized for the City’s workforce to meet their 
job requirements. Examples of customized vehicles are shown in the images in Appendix 5.1. Customization 
like this requires more time to build. In extreme cases multiple vendors are involved in the upfitting process. 
Medium and heavy-duty trucks often start as a bare cab and chassis, a body is later attached, and then 
cabinets, accessories and equipment are installed. Additionally, regulatory impacts such as California’s 
Advanced Clean Fleets regulation set an annual limit on the number of diesel-powered vehicles sold in 
California. On occasion, the City was unable to procure certain trucks due to this limit and orders were 
pushed back a year. Lastly, DGS may need to prioritize or shuffle vehicle orders based on City priorities, 
regulations, budget availability and debt limit constraints. Ultimately, these timelines compound each other 
and have not returned to what was experienced prior to 2020. Fleet’s procurement process is visualized in 
Appendix 6.

Figure 3: Delivery times for procuring new vehicles
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1.2. Purpose of Vehicle Rental and Herc Contract
Historical Context and Operational Need
While most departments use City-owned vehicles and equipment to support daily operations and service 
delivery, the need for supplemental rental vehicles and equipment is necessary to support daily operations 
and service delivery. The need for supplemental rental vehicles and equipment has historically been most 
significant among departments responsible for maintaining and operating critical public infrastructure. The 
primary users of the rental contract have been the Public Utilities Department, Transportation Department 
and Stormwater Department. Other departments with recurring needs include the Parks and Recreation 
Department and Environmental Services Department.

Rental vehicles and equipment provide operational flexibility and ensure continuity of essential City services. 
Rentals are utilized for the following purposes, identified in Table 2, which establish standardized categories 
to ensure consistent justification, tracking and oversight of rental usage across departments.

Changes to Fleet’s Budget Process
In coordination with the Department of Finance (DOF) for fiscal year 2027 budget development, a new 
process was implemented for departments requesting new positions, facilities or additions that will increase 
their fleet to be documented in a standardized and consistent format. This new process will provide more 
visibility of the request to the DOF, DGS, the City’s executive team and City Council when making budget 
adjustment approval decisions. This will help inform the additional fleet resources, such as technicians, bay 
space, and support staff needed to manage the proposed growth of the City’s fleet.

Table 2: Herc rental code 
categories and descriptions
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Prior Contract Assumptions and Decision Context
The current contract for light to heavy-duty vehicle and equipment rentals was awarded in June 2019 
through a cooperative procurement. The initial contract value was established at $14.3 million. During the 
course of the contract term, the agreement was amended several times to address operational needs, with 
the most recent amendment (Amendment No. 8) approved in October 2025, increasing the not-to-exceed 
(NTE) value to $66.5 million.

A review conducted by P&C staff found limited documentation explaining how the initial contract value 
was determined or what assumptions were used to estimate anticipated usage levels across departments. 
Similarly, documentation regarding the methodology used to track contract utilization or spending patterns 
during the early years of the contract was limited. Without these underlying assumptions or tracking 
mechanisms, it is difficult to determine whether the original contract value accurately reflected the City’s 
operational needs.

Several factors contributed to the increased need for contract spending capacity over time. These 
included unanticipated operational demands and social distancing requirements during COVID, which 
required additional vehicles and equipment to maintain service levels. In some cases, initial rental 
needs/cost estimates were lower than the actual usage, resulting in invoice adjustments or “true ups” to 
reconcile the difference between estimated and actual rental costs. Additional demand also resulted from 
temporary equipment needs while City vehicles were out of service for maintenance or repair particularly 
due to staffing shortages at DGS that extended downtime. Departments responsible for infrastructure 
maintenance experienced evolving service requirements, such as expanded workloads, increased service 
expectations, and new program needs, which drove greater reliance on rental equipment. Finally, extended 
procurement and delivery timelines for new vehicles and equipment required departments to rely on 
rentals for longer periods than originally anticipated.

Lack of Baseline Data Prior to 2019
Another factor impacting the cost-benefit evaluation of the contract is the limited availability of reliable 
baseline data prior to 2019. While the City did maintain a rental contract with Herc Rentals before the 
current agreement, detailed data on rental utilization, departmental demand and the operational rationale 
for rentals was not systematically captured.

Prior to the current agreement, the City maintained a vehicle and equipment rental contract with Herc 
Rentals before 2019, with total expenditures of approximately $7.38 million over the life of that contract. 
However, limited tracking and documentation existed regarding departmental need and usage patterns. As 
a result, historical spending data provides limited insight into long-term utilization trends or the operational 
drivers behind rental demand.
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As a result, the City lacked a comprehensive baseline from which to compare trends in rental demand, 
identify long-term operational drivers, or forecast future usage patterns. This absence of historical 
benchmarking data limited the City’s ability to accurately estimate anticipated rental needs during the 
procurement process, making it more difficult to proactively manage contract spending during the early 
years of the agreement. Since this time other factors have changed including: operational departments are 
structured differently; staffing levels have changed; and Council and Mayoral priorities have evolved.

Contract Oversight and Added Controls
In response to the rapid growth in contract expenditures and the need for improved oversight, P&C 
implemented several administrative and operational controls in 2025 to strengthen contract management, 
improve transparency, and ensure that rentals are utilized only when operationally necessary.

In February 2025, as an initial step to reassess contract utilization and reduce unnecessary expenditures, 
the Deputy Chief Operating Officer overseeing P&C directed all departments to review their existing rental 
vehicles and equipment and return any rentals that were not considered critical to ongoing operations. The 
only exception to this directive was for equipment utilized for “storm patrol” and other emergency response 
activities related to storm preparedness and response. Departments were also required to review any 
existing purchase orders associated with the contract to determine whether encumbrance reductions could 
be processed for vehicles and equipment that were no longer needed. This effort provided an opportunity 
to reassess the most critical operational needs. However, by returning rental vehicles and equipment 
operational capacity was reduced and limited the amount of work and efficiency of departments to meet 
service level expectations of the public. For example, sidewalk ramping capacity declined by 60% due to 
multiple utility workers using fewer vehicles. 

Building on this effort, additional contract oversight measures were implemented beginning in August 2025 to 
better understand and track the operational factors behind rental usage. P&C developed a standardized set 
of seven reason codes designed to document the purpose for each rental request. Departments requesting a 
vehicle or piece of equipment are required to identify the applicable reason code for each line item within the 
purchase requisition. These codes capture the operational rationale for rentals, as shown in Table 2.

Additional approval controls were also implemented to strengthen accountability. In addition to the 
incorporation of the Fleet Operations Division into the purchase requisition approval workflow to provide 
another layer of review, each department director is now required to designate an approving authority 
responsible for confirming that rental requests are valid, operationally necessary, and supported by 
available budget prior to submission of a purchase requisition. Then, Fleet staff verify when rentals are 
associated with vehicles that are undergoing repair, are awaiting replacement, or when other fleet-related 
operational considerations warrant the use of rental equipment.
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2. Purpose and Scope
2.1. Objective of the Analysis

On March 5, 2025, P&C and DGS presented to the Budget and Government Efficiency (B&GE) Committee 
on an amendment to the City’s cooperative agreement contract between the City and Herc Rentals, Inc. for 
vehicle and equipment rental. During the committee hearing, Councilmember Sean Elo-Rivera requested 
“staff work with IBA (Office of the Independent Budget Analyst) and potentially impacted REOs (Recognized 
Employee Organizations) to develop a financial and operational cost-benefit analysis comparing leasing 
(renting) versus purchasing of light to heavy-duty vehicles and equipment and offer a presentation of that 
analysis to Budget and Government Efficiency Committee by December 2025.” Councilmember Elo-Rivera 
also stated, “The City has a very, very long practice of making decisions that are cheap in the short term and 
very expensive in the long term ... what resources need to be made available in order for us to get off that 
path and is in the better long-term financial interest in the City?”

In response to the B&GE Committee’s request, the Performance and Analytics Department (PandA) 
conducted an independent cost-benefit analysis to analyze the cost of vehicle ownership for the City 
compared to the cost of renting vehicles from Herc Rentals. This work was performed in close coordination 
with operational departments, P&C, and the City executive team. Additionally, the American Federation of 
State, County and Municipal Employees Local 127 and the City Auditor’s Office were included during the 
development of this analysis and report. It should be noted that due to limited staff resources and the 

Further financial oversight was implemented following approval of Amendment No. 8 in October 2025. 
At that time, P&C established departmental sub-agreements within the City’s SAP Ariba system for each 
department utilizing the rental contract. These sub-agreements allocate contract funds based on estimated 
usage amounts submitted by departments during the amendment approval process. Departments are 
restricted to utilizing the contract only up to the amount allocated within their respective sub-agreements, 
and may not exceed that value through the end of the contract term, which expires on Oct. 31, 2027. This 
approach ensures the City-wide capacity is managed and provides clearer visibility into departmental 
utilization of the contract (for P&C and the operating departments).

Finally, all purchase requisitions associated with this contract are reviewed and approved by a P&C Supervising 
Procurement Contracting Officer prior to issuance to ensure compliance with contract terms, adherence to 
City purchasing policies, and proper documentation of the operational need for each rental request.

Collectively, these controls significantly strengthen oversight of the contract, improve the City’s ability to 
track and analyze rental usage, and support informed decision-making regarding fleet management and 
future procurement strategies.
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1.	 Light-Duty

•	 Pickup truck ¼ ton

•	 Pickup truck ½ ton

•	 Pickup truck ¾ ton

•	 Pickup truck 1 ton

•	 Van

2.	 Dump and Hauling Equipment

•	 Dump truck

•	 Heavy dump truck

•	 Light trailer

•	 Trailer flatbed

3.	 Earthmoving and Excavator Equipment

•	 Backhoe

•	 Mini excavator

•	 Midi excavator

•	 Medium excavator

•	 Large excavator

•	 Skip loader

•	 Dozer

4.	 Loading and Material Handling Equipment

•	 Forklift

•	 Wheel loader

•	 Compact track loader

•	 Skid-steer loader

5.	 Aerial and Lifting Equipment

•	 Scissor lift

•	 Aerial vehicle

•	 Boom lift

6.	 Compaction Equipment

•	 Roller

7.	 Power and Support Equipment

•	 Light tower

•	 Generator

analysis involved, the timeline to publish this report was delayed from Councilmember Elo-Rivera’s request 
for December 2025 to June 2026.

The objective of this analysis is to determine whether the City’s use of Herc Rentals represents the most 
cost-effective strategy for meeting departmental vehicle needs. Project objectives include:

•	 Understand the total costs of City-owned vehicles and total cost of long-term vehicle rentals across 
vehicle groups (pickup trucks, loaders, etc.)

•	 Compare the costs of City-owned vehicles versus rental equivalents provided by Herc Rentals

•	 Determine the break-even point for when the total cost of ownership is less than the total cost of renting

•	 Explore potential cost saving opportunities based on findings

As part of the cost-benefit analysis, PandA has provided the analysis included herein detailing the 
methodology, results and recommendations, and will present these findings to the B&GE Committee. 

It should be noted that due to the process improvements outlined in prior sections, this report contains the 
most up-to-date information that has ever been available. It provides the City team a path to make data-
driven decisions that ensure cost-effective customer service delivery. 

2.2. Vehicles Included and Excluded

The analysis focuses on vehicle categories that have both rental and ownership equivalents. Vehicles 
included in the study are vehicles and equipment that the City has rented from Herc Rentals in the past 
seven years. Vehicles and equipment that the City has historically rented from Herc Rentals are: 
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This analysis excludes vehicles that fall outside the scope of the City’s Herc Rentals contract, either because 
they are not offered through the contract or have not been historically rented by City departments. These 
assets generally represent specialized mission-critical equipment that require dedicated ownership, 
maintenance, or alternative procurement methods. These vehicles include, but are not limited to:

1.	 Emergency Response Vehicles
a.	 Fire trucks
b.	 Police vehicles

2.	 Highly Specialized Equipment
a.	 Packer
b.	 Motor grader
c.	 Sweeper
d.	 Vactor
e.	 Pavers and milling equipment
f.	 Striper

2.3. Key Assumptions and Constraints

In the cost-benefit analysis, trends and patterns were estimated based on available rental and City’s fleet 
management records. In cases where historical data was incomplete, industry standards were applied. 

This cost-benefit analysis uses an ideal scenario to compare the financial impacts of renting versus 
purchasing vehicles for the City. To keep the comparison clear, certain assumptions were made and 
operational factors, such as staffing, physical capacity and fleet size, were not included. As a result, the 
findings should be considered within this context, as real-world budget and operational constraints may 
affect feasibility of implementation.

The following assumptions were made:

1.	 The City uses its vehicles properly and retires vehicles on their determined life cycle. When the City 
rents vehicles from Herc, the rentals are needed because departments do not have an equivalent 
vehicle available and are using the rental appropriately (justification provided and actively utilized).

2.	 Total cost of ownership and rental remains consistent to historical trends. This includes inflation rate, 
purchase cost, rental cost, maintenance cost, overhead fees and salvage value.

3.	 The City is staffed and resourced appropriately to repair and maintain its diverse fleet.

4.	 The City has sufficient parking and repair space to store and maintain all City-owned vehicles and 
equipment, as well as extra capacity if the analysis finds that more vehicles are needed to increase 
cost savings.

5.	 Financing opportunities are available, consistent with standard financial processes.

6.	 Vehicles are immediately available for purchase and delivery, ready for service, and contribute to the 
City’s Climate Action Plan goals.

The above assumptions were necessary to perform a comparable cost-benefit analysis for the full costs 
associated with purchasing versus renting equipment. However, the City does not fully operate under the 
above conditions. For example, the City is not currently staffed at optimal levels, nor does the City have 
sufficient facility and bay space to service the current size of the fleet. As part of the results, the realities of 
these limitations will be discussed.
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2.4. Cost Components

This section covers the primary cost components considered in the cost-benefit analysis comparing the use 
of rented vehicles and equipment to City-owned vehicles and equipment. The purpose of identifying the 
cost components is to ensure that all relevant costs associated with both options are considered.

Renting Vehicles
For rental vehicles, the monthly rental fee at the time of request (April 2025) was used to compare the cost 
of renting versus purchasing vehicles. This rate was used as the baseline estimate for calculating the total 
cost of rentals over the evaluation period.

Insurance, mileage fees, taxes and other applicable rental fees were included in the monthly rental rate for 
the purpose of this analysis. As a result, these factors were not treated as separate cost components in the 
comparison to City-owned vehicles.

Although the Herc Rental contract is a fixed amount, rental rates typically rise on a yearly basis. In contrast, 
the purchase cost of a vehicle is fixed at the time of ordering, providing price certainty and protection from 
future increases. If rental rates increase during the contract period, the total cost of renting can exceed 
initial projections and potentially impact budget planning.

Owning Vehicles
For City-owned vehicles, the cost-benefit analysis considered the purchase price as the primary cost 
component. Purchase prices were adjusted for inflation to April 2025 values using estimates provided 
by FleetFocus, the City’s fleet asset management information system. For vehicle types that are typically 
heavily upfitted, such as pickup trucks and dump trucks, the cost of specialized equipment and outfitted 
components was removed from the original price based on quoted prices for those components. The 
remaining base vehicle cost was then adjusted for inflation. The median adjusted purchase price was used 
to represent the typical purchase price for each vehicle group.

Financing and interest costs were not included for the purpose of this analysis due to different financing and 
purchasing mechanisms used by different departments and different vehicle groups. Sales tax was included 
in the purchase price, and registration fees were considered minimal and therefore not treated as a cost 
component in the comparison to rental vehicles.

Operating Costs
Operating costs associated with City-owned vehicles were also considered in the analysis. Maintenance, 
inspections and repairs were incorporated using a usage-based fee designed to reflect the ongoing costs 
required to keep vehicles in serviceable condition throughout their operational life. These costs include 
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activities such as regularly scheduled preventative maintenance, periodic safety inspections, mechanical 
issues, wear and tear, etc. By incorporating these costs into a standardized usage fee, the analysis provides 
a consistent method for estimating the long-term maintenance associated with owning vehicles.

Depreciation, disposal costs, residual value and end-of-life considerations were accounted for through the 
estimated resale value of each vehicle. Resale value was calculated by determining the average percentage 
of the resale price relative to the original purchase price for comparable vehicles. For example, a vehicle 
originally purchased for $50,000 and later sold for $5,000 would have a resale percentage of 10%. Vehicles 
that had no resale value at the time of disposal were assigned 0%.

The average resale percentage for each vehicle group was then applied to that group’s median purchase 
price to estimate the expected resale value at the end of the vehicle’s service life. This estimated resale value 
was used to offset total ownership costs in the analysis.

Indirect and Overhead Cost
Indirect and overhead costs were also considered as part of the overall cost framework. These costs include 
facility-related expenses and administrative support required to manage and maintain City-owned vehicles. 
Fleet facility costs, such as building space used for vehicle storage, maintenance and repair activities, 
represent an underlying operational expense associated with maintaining the City’s fleet.

Fleet management labor costs were incorporated through the same usage-based fee applied to operating 
costs. This fee is labor required to support fleet operations. By incorporating labor costs into the usage fee, 
the analysis captures the personnel resources required to sustain fleet operations without treating these 
expenses as a separate cost category. 

As noted in Key Assumptions and Constraints (Section 2.3), the cost-benefit analysis does not attempt to 
determine the optimal number of employees or amount of physical space required to support the current 
fleet or any changes to the fleet. As a result, potential changes to staffing levels or facility capacity associated 
with expanding or reducing the fleet were not quantified as part of the analysis.
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3. Methodology
3.1. Data Sources

The cost-benefit analysis relied on multiple internal data sources and one external data source to estimate 
the costs associated with renting and owning vehicles. These sources provided information related to rental 
expenditures, City’s fleet composition, vehicle acquisition costs, operating cost assumptions, and vehicle 
resale values. Table 3 summarizes the primary data sources used in the analysis and the type of information 
obtained from each source.

Table 3: Data source list

Appendix 3 shows samples of how data is recorded in Vehicle Purchases and Vehicle Invoices.
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3.2. Analytical Approach

The analytical approach for this cost-benefit analysis was designed to compare the costs of renting versus 
total cost of ownership while accounting for purchase prices, operating costs, and end-of-life values. 
The analysis relied on integrating multiple datasets to create a comprehensive view of the City’s fleet, 
rental history, and vehicle resale value. Vehicle types were grouped into categories to ensure consistent 
comparisons between rented and owned vehicles and equipment, and assumptions regarding inflation, 
outfitted components, and resale values were applied to standardize costs across all vehicle groups.

The City Active Vehicles dataset was joined with Vehicle Purchases dataset to incorporate inflation-adjusted 
purchase costs for the City’s active vehicles. For vehicle groups that are typically heavily outfitted, such as 
pickup trucks and dump trucks, purchase costs were determined by reviewing vehicle invoices, removing 
the costs associated with specialized outfitted components, and adjusting the remaining base vehicle costs 
for inflation.

Active City vehicles that were comparable to vehicles rented from Herc Rentals were then categorized 
into vehicle groups, such as half-ton pickup trucks, skip loaders, etc. Similarly, vehicles in the Vehicle Sales 
dataset were assigned to the same vehicle groups. For each group, the average percentage of resale price 
relative to the original purchase was calculated. Then, the percentage was applied to the corresponding 
vehicle’s median purchase price to estimate the expected resale value of the vehicle. The combined dataset, 
which includes vehicle description, vehicle group, original purchase price and estimated resale value, was 
used for the analysis and is referred to in this report as Fleet Vehicle Data.

Figure 4: Data source relationship
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The Fleet Vehicle Data was joined with the Usage Fee Data to incorporate operating cost estimates for each 
vehicle. After grouping by vehicle groups, the median purchase cost and median monthly usage fee were 
calculated for each group. The estimated resale value for each vehicle group was determined by applying 
the average resale percentage to the vehicle group’s median purchase cost. With the median purchase cost, 
median monthly usage fee, and estimated sales price, the analysis produced an overall estimated cost for 
vehicles owned and maintained by the City.

The estimated total cost of vehicle ownership was compared with the monthly rental costs from Herc 
Rentals Data. To facilitate this cost comparison, a list of break-even points for each vehicle group 
was provided to DGS and P&C. The break-even point represents the number of months at which 
purchasing a vehicle becomes more cost effective than renting an equivalent vehicle. Identifying 
these points allows departments to make informed decisions about whether to continue renting or 
to invest in vehicle ownership based on anticipated usage and operational timelines.

After identifying the break-even points, PandA explored a model for rightsizing the City’s Fleet rental pool 
based on historic rental trends since 2019. An eight-year forecast of the City’s rental needs was developed 
based on historic rental data from the Herc Rentals contract that began in 2019. For each vehicle group, the 
model evaluates the potential impact of purchasing vehicles on reducing rental requirements and identifies 
the cost-minimizing mix of owned and rented vehicles. The model is designed to maintain the same level of 
service while optimizing overall costs, allowing DGS and P&C to determine the most cost-effective approach 
for meeting operational needs over the forecast period.

An example of this model for the forklift vehicle group is illustrated in Table 4. Over an eight-year period, 
the City would spend approximately $1,200,000 to rent forklifts to support ongoing City services. The model 
identifies a cost-minimizing strategy of purchasing five additional forklifts to be added to the Fleet rental 
pool. This will cost approximately $494,000 to purchase and maintain, and approximately $235,000 to 
continue to rent from Herc Rentals when needed over an eight-year period. This approach results in a total 
estimated cost of $729,000 over eight years; substantially lower than renting alone, while still maintaining 
the same level of service.
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Footnote: In Table 4, five forklifts is the optimal number to purchase, based on the historic rental utilization rate.

Figure 5: Historic Citywide forklift rentals from Herc Rentals

Footnote: In Figure 5, the blue line shows the number of forklifts the City was renting in a given month since October 2019. The orange 
dashed line shows the number of additional forklifts the City should purchase and maintain to minimize the total cost (cost of owning 
five forklifts and cost of renting forklifts when City-owned forklifts are not available).

Table 4: Fleet rental pool model for forklifts, optimized based on forklift rental utilization
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4. Findings
The findings presented in this section should be interpreted in conjunction with the assumptions outlined in 
Section 2.3. The analysis is based on a framework designed to isolate cost differences between renting and 
purchasing and does not account for certain operational and budgetary factors. While findings provide useful 
directional insight, decisions based on this analysis should also account for budget constraints, staffing levels 
and repair bay capacity.

Ownership is generally more cost effective for vehicles that are used continuously and have predictable, year-
round operational demand. Adopting a hybrid approach to buying and renting based on the break-even point 
provides the most flexibility and long-term cost savings. The few vehicle groups that are more cost effective 
to rent permanently (rather than purchase) are vehicles and equipment that are for short-term operational 
needs, seasonal use, heavy-duty specialized equipment and/or temporary projects.

* Fleet does not own or maintain any of these pieces 
of equipment, but some City departments own and 
maintain these pieces  
of equipment.

** Base model comparison. The City’s upfitted and 
customized vehicles are excluded in this grouping.

4.1. Categories of Vehicle and Equipment Best Suited to Buy

Vehicles and equipment that experience consistent, year-round utilization and support routine operations 
provide greater long-term value when purchased rather than rented. Based on the break-even point, the 
following vehicle groups provide a net-positive annual cost savings over an eight-year period when purchased:

Table 6.1: Vehicles with net-positive cost savings if purchased

Table 6.2: Base-model equivalent vehicles with net-positive cost savings if purchased
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Figure 6 shows the 10-year cost comparison between renting and purchasing an aerial vehicle (used by 
multiple departments for maintenance and repairs of trees, streetlights traffic signals, antennas, etc.). 
Purchasing requires a significant upfront investment in the first year, followed by a gradual increase in total 
cost over time due to operating and maintenance expenses. In contrast, renting results in lower costs during 
the initial years. The analysis shows a break-even point at approximately 4.5 years (54 months), after which 
purchasing becomes the more cost-effective option. Given that the typical life cycle of an aerial vehicle is 
about eight years, the City should consider purchasing the vehicle if it is expected to be used for more than 
four-and-a-half years. Based on the analysis, purchasing the vehicle would result in an estimated average 
annual cost savings of approximately $20,999, as shown in the table above. Most of the savings will occur in 
the later years after the initial purchase cost has been offset.

The cost breakdown for vehicle ownership cost can be found in Appendix 5.

Figure 6: Break-even point for aerial vehicles
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Figure 7 illustrates the 10-year cost comparison between renting and purchasing a medium excavator. 
Similar to other vehicle and equipment purchases, purchasing a medium excavator requires a substantial 
upfront investment in the first year, followed by gradual increases in cost over time due to operating and 
maintenance expenses. Renting results in lower cumulative costs during the early years of the rental. In the 
analysis, the break-even point for purchasing a medium excavator is approximately 9.1 years (109 months), 
meaning that purchasing only becomes more cost effective after that timeframe. Given the estimated 
life cycle of a medium excavator is eight years, the City would not reach the break-even point within the 
expected service life of the equipment. As a result, renting a medium excavator is the more cost-effective 
option, with an estimated average annual cost savings of approximately $6,813 over the eight-year life cycle 
compared to purchasing.
 
Figure 7: Break-even point for medium excavators

4.2. Categories of Vehicle and Equipment Best Suited to Rent

Renting is the more cost-effective option for vehicle groups that are needed for short-term use or to 
accommodate seasonal or special project demands. This approach allows the City to avoid upfront costs, 
reduces long-term maintenance and storage responsibilities, and decreases the time a vehicle is idled or 
not being used. Based on the analysis, the following vehicle groups have a net-positive cost savings when 
renting for an eight-year duration:

Table 5: List of vehicles with a net-positive cost savings if rented long-term

**Base model comparison. City’s upfitted and customized vehicles are excluded in this grouping.
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4.3. Data Gaps, Limitations and Exclusions

Several data gaps and limitations affected the approach for the analysis and should be considered when 
interpreting the results. While the available information provided a reasonable basis for estimating costs 
and trends, certain constraints limited the precision and depth of the analysis.

This cost-benefit analysis was developed with an ideal world scenario to clearly illustrate the comparative 
financial impacts of renting and purchasing vehicles for the City. To maintain clarity and focus, several 
assumptions, outlined in Section 2.3, were made to allow for a direct cost comparison without introducing 
operational constraints. As such, factors relating to number of fleet technicians, number of repair bay 
spaces, and the rightsizing of department fleets were not incorporated into this analysis. While this 
approach helps isolate and better understand the core cost differences, it also means that the findings 
should be interpreted within the context of these limitations. In practice, existing budget constraints and 
operational capacities may affect the feasibility of fully implementing the considerations presented later in 
the report.

One limitation was the availability of historical rental data. Rental records prior to when the Herc Rentals 
contract began in 2019 were limited, which restricted the ability to analyze longer-term rental trends and 
cost patterns. As a result, portions of the analysis rely primarily on more recent data and may not fully 
reflect earlier operational conditions and trends. However, it should be noted that operational needs 
change over time. Since 2019, the maintenance needs and operational department structures have changed 
such that the conditions which existed in 2019 may not be the conditions that exist in 2025. For example, 
the Stormwater Department needs for channel clearing and in-house pipe repairs have evolved since 2019. 

Variability in vehicle upfitting requirements also affected the analysis. Certain vehicles, primarily pickup 
trucks and dump trucks, require upfitting or modifications depending on departmental needs and 
operational functions. For these vehicle types, the analysis compared the purchase cost of the base vehicle 
model to more closely align with Herc Rentals. Because Herc Rentals does not offer vehicles that fully 
match the City’s specialized upfitted configurations, long-term rental of these vehicles would not meet the 
operational needs of the City departments. Appendix 5 shows the differences between City’s pickup trucks 
and Herc Rentals’ pickup trucks.

Information related to vehicle accessories, attachments and other modifications was limited. In many cases, 
this information is recorded in formats that are difficult to systematically analyze, making it challenging to 
fully account for configuration differences and their associated costs. This analysis compares City-owned 
vehicles to rentals available through Herc Rentals; however, due to the specialized nature of some City 
vehicles, certain vehicles and pieces of equipment do not have direct equivalents within Herc’s rental fleet 
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and therefore cannot be considered strictly comparable on an “apples-to-apples” basis. Where feasible, the 
analysis instead compares the cost of base-model City vehicles to similar standard rental vehicles offered by 
Herc Rentals to provide a more consistent benchmark for evaluation.

Finally, limitations were identified in the data related to the distribution of usage and overhead fees. These 
fees are currently allocated evenly across the different vehicle groups rather than being tied to the actual 
utilization, maintenance needs or life cycle costs of the specific vehicle types. As a result, the analysis 
could not fully evaluate how these costs vary between vehicle categories or how they may affect the true 
operating cost of individual vehicle or equipment types (i.e. sedans will take less labor and materials than 
fire apparatuses). This uniform distribution may obscure cost differences between vehicle groups and limit 
the precision of the cost comparisons presented in this analysis.

It should also be noted that fleet rightsizing was not included within the scope of this analysis. The study 
focused on comparing the relative cost of renting versus purchasing vehicles based on current usage 
patterns. A broader evaluation of the optimal number and types of vehicles required to support operations 
was beyond the scope of this report.

5. Future Operational Considerations
This section outlines considerations the City should consider for managing vehicle and equipment needs 
based on the results of the cost-benefit analysis. Each consideration presents a different strategy for 
balancing operational flexibility, cost efficiency and administrative oversight. However, significant limitations 
to current City conditions exist which preclude many of the options to be feasibly undertaken. Although 
this analysis provides structured comparison of renting versus purchasing vehicles, it does not capture 
real-world variables as stated previously in this report. DGS provided the following as limitations and their 
potential impact which are not included in this analysis.

•	 City Yard Limitations – The existing City yards do not have sufficient parking for additional City 
vehicles and employees. 

•	 City Repair Facilities – The current repair facilities and infrastructure are already insufficient to 
maintain the existing fleet. DGS does not have capacity for any additional vehicles and needs to 
expand or add to its repair facilities to manage its fleet, even more as the fleet continues to grow.

•	 Staffing Limitations – DGS is currently understaffed for the repair and maintenance of its existing 
fleet. Additional technicians are needed given the breadth, complexity and projected growth of its 
fleet. Additional staff for vehicle acquisitions, motor pool administration and back-office support are 
needed to keep catch up and keep pace with the City’s fleet needs.
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•	 Funding limitations for facilities and staffing – Given the City’s current financial situation, funding 
for additional staffing and facilities is currently not available and would compete among other City 
priorities once funding is identified. Financially, the City has limited debt capacity to purchase new 
vehicles. The Equipment Vehicle Financing Program (EVFP) lease obligations are projected to be 
approximately $39 million per year and will primarily support the replacement of existing vehicles 
and equipment for the General Fund. The financing of new vehicles would decrease the debt capacity 
available for replacement vehicles and equipment. Additionally, the City’s General Fund overall debt 
capacity limit of 25% is estimated to be reached in fiscal years 2027 and 2028 with additional capacity 
anticipated to be available in fiscal year 2029 and beyond. It is important to note that any additional 
debt issued for the purchase of new vehicles in fiscal year 2029 and beyond would compete with 
additional debt issued to support the City’s Capital Improvements Program (CIP).

The following sections outline three key considerations that emerged from the analysis. These 
considerations include: 

1.	 Maintain current approach with improved oversight

2.	 Use a hybrid model approach for purchasing and renting specific vehicle groups

3.	 Expand fleet rental pool based on historic rental records

5.1. Maintain Current Approach with Improved Oversight

Under this option, the City would continue utilizing rental vehicles as a primary method for meeting certain 
operational needs, particularly for seasonal use, special projects and vehicles purchased but awaiting 
arrival. However, additional oversight and monitoring mechanisms that are already being implemented will 
ensure that rentals are used appropriately and cost effectively.

Improvements to the rental request process have already been implemented, as described in Section 1.1 
and Section 1.2. Departments looking to rent vehicles or equipment must complete a multi-step approval 
process and justification for the rental. These controls enable P&C to verify that each request is necessary 
and ensure that the spending under the Herc Rental contract remains within budget.

Additional improved controls could include developing data dashboards and standardized reporting tools 
to track rental utilization and contract spending. These tools would provide greater visibility into usage 
and costs, supporting more informed decision making and helping ensure spending remains aligned with 
operational needs and budget constraints.
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5.2. Hybrid Model (Ownership + Strategic Rentals Based Upon Analysis)

A hybrid fleet model would combine strategic vehicle ownership with both short-term and targeted long-
term rentals. Under this approach, the City would purchase vehicles that are used consistently throughout 
the year and demonstrate clear long-term cost advantages when owned. At the same time, the City would 
continue to utilize rentals for vehicles that are needed intermittently, seasonally or for special projects. 
For certain vehicle types, where the analysis indicates that renting remains more cost effective over 
the expected vehicle life cycle, the City could utilize targeted long-term rental agreements rather than 
purchasing. As stated in Section 4.2, the following vehicles result in net cost savings over an eight-year 
period:

•	  Dozer

•	  Water truck

•	  Medium excavator

•	  Telehandler

•	  Midi excavator

•	  Dump truck (base model) 

This approach allows the City to capture the long-term cost savings associated with owning frequently used 
vehicles while maintaining flexibility through rentals where ownership is less cost effective. Targeted long-
term rentals can also help the City avoid significant upfront capital costs while still ensuring reliable access 
when needed. In addition, a hybrid model reduces the need for the City to maintain certain specialized 
vehicles, which can result in saving vehicle bay space and avoiding maintenance responsibilities. By aligning 
ownership with consistent demand and using both short-term and strategic long-term rentals where 
appropriate, the City can improve overall cost efficiency while maintaining operational flexibility.

5.3. Expand the Fleet Rental Pool

Under this option, the City would expand its existing fleet rental pool to provide departments with more 
access to City-owned vehicles for short-term or temporary operational needs. The current fleet pool already 
allows departments to access shared vehicles when needed; however, expanding the program could further 
reduce reliance on external rental providers and improve the overall efficiency of fleet utilization across 
departments. 

An expanded fleet pool could include additional commonly used vehicles and equipment that are frequently 
rented. By increasing the number and variety of vehicles available through the internal pool, departments 
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would have greater flexibility to meet temporary operational demands without having to incur the higher 
costs associated with external rentals. This approach would allow the City to leverage existing fleet assets 
more effectively while maintaining centralized oversight of vehicle usage and availability. Expanding the fleet 
rental pool could also improve fleet utilization by allowing underused vehicles to be reassigned temporarily 
to other departments rather than remaining idle in one department.

There are several potential approaches the City could consider when expanding the fleet rental pool.

Approach 1: Full Fleet Pool Based on Historical Rental Trends
Under this approach, the City would expand the fleet pool by adding an optimal number of vehicles based 
on historic rental data and ownership cost. This method focuses on minimizing both the cost of ownership 
and the cost of renting to the City’s rental pattern. By aligning the fleet pool inventory with demonstrated 
rental trends, the City could reduce the number of external rentals while maintaining the same level of 
operational capability. 

This approach calls for adding 97 vehicles and equipment to the fleet rental pool (and two FTEs to service 
these vehicles) and can save the City approximately $639,000 per year over an eight-year period. 

Approach 2: Focused Savings Fleet
This approach would prioritize adding specific vehicle types to the fleet pool that provide the greatest 
potential cost savings when owned rather than rented. Vehicles with clear financial advantages would be 
targeted for inclusion in the pool. The goal of this strategy would be to maximize long-term cost savings by 
reducing reliance on high-cost rental categories while maintaining shared access for departments.

This approach calls for adding 30 more vehicles and equipment to the fleet rental pool (and one FTE to 
service these vehicles) and can save the City approximately $368,000 per year over an eight-year period.

Approach 3: Minimal Maintenance Fleet
Under this approach, the City would expand the fleet pool with vehicles that have relatively low 
maintenance requirements and costs. These vehicles would be selected based on reliability, simplicity of 
maintenance and overall durability. By focusing on vehicle types that require less ongoing maintenance and 
administrative oversight, the City would reduce the operational burden associated with managing a larger 
shared fleet while still improving access to vehicles for temporary use.

This approach calls for adding 20 vehicles to the fleet rental pool (and one FTE to service these vehicles) and 
can save the City approximately $226,000 per year over an eight-year period.

Each of these approaches provides a different strategy for expanding the fleet pool depending on the 
City’s priorities, capital and capacity. In practice, the City may also consider implementing a combination of 
these approaches to balance operational flexibility, cost efficiency and fleet management capacity. These 
approaches, as well as the breakdown of vehicles to purchase, are displayed in Appendix 7.

It is critical to emphasize that future operational considerations presented in this report are based on the 
assumptions noted in Section 2.3. The considerations developed use an idealized framework to isolate cost 
differences between renting and purchasing and do not fully incorporate operational factors such as staffing 
capacity, repair bay availability, new vehicle availability or delivery timelines. The limitations and constraints 
identified in this report should be carefully considered when evaluating the feasibility of these operational 
considerations.
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6. Conclusion
This analysis evaluated the costs associated with renting versus purchasing vehicles and equipment based 
on available fleet management and rental data. The findings indicate that the most cost-effective approach 
varies depending on the type of vehicle and its level of utilization. Vehicles that are used consistently 
throughout the year and have predictable operational demand generally provide greater long-term 
value when purchased, with the exceptions of some vehicle groups. In contrast, vehicles that are used 
intermittently, require specialized configurations, or have high upfront acquisition costs may be more cost 
effective to rent, particularly when the break-even point exceeds the expected life cycle of the vehicle. 

The analysis and its findings should be considered in the context of the City’s budget constraints. Even when 
purchasing may present long-term cost advantages, upfront capital requirements and competing funding 
priorities may limit feasibility, making rental a more practical option in certain cases. Additionally, expanding 
the City’s fleet through vehicle purchases will require increased staffing resources and additional repair bay 
capacity to support ongoing maintenance, further impacting the overall feasibility of ownership.

The analysis also identified several operational considerations that influence these decisions, including 
variability in vehicle upfitting requirements, limited historical data, and challenges related to fleet data 
standardization. While these limitations impact the precision of some cost estimates, the overall trends 
and cost relationship identified in the analysis provide a useful framework for guiding future fleet 
management decisions.

Based on the findings, a hybrid fleet strategy offers a practical approach for balancing cost efficiency with 
operational flexibility. By strategically purchasing vehicles that are heavily utilized while continuing to use 
rental -- both short-term and targeted long-term -- for specialized and lower-utilized vehicles, the City can 
better align fleet resources with operational needs.

In addition, expanding the City’s existing fleet rental pool presents a promising opportunity to further reduce 
reliance on external rental providers while improving utilization of City-owned vehicles. By making shared 
vehicles more readily available across departments, the City may be able to lower rental expenditures, 
increase fleet efficiency, and provide greater operational flexibility for short-term vehicle needs.

Moving forward, continued improvements in fleet data quality, tracking of vehicle utilization, and monitoring 
of rental usage will further strengthen the City’s ability to evaluate fleet performance and make informed 
decisions regarding vehicle ownership, rentals and overall fleet composition. Through these efforts, the 
City can continue to optimize its fleet resources while maintaining the operational capabilities necessary to 
support departmental functions.
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Appendix 1: Number of vehicles by department (as of April 7, 2026)

Appendix 2: Vehicles in City of San Diego’s rental pool (as of April 7, 2026)
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Appendix 3: Samples of vehicle purchase data and vehicle invoice data

Appendix 3.1: Sample of the data from vehicle purchases. This data shows the total cost for the vehicle.

Appendix 3.2: Sample of the data from vehicle invoices. This data shows the total cost and itemizes the 

upfitting cost associated with this vehicle.
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Appendix 4: Historic cost summary for vehicle groups, including resale price
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Appendix 5: Images of City-owned vehicles and Herc Rental vehicles. The images show customizations to 

City vehicles to provide City staff with the necessary equipment to complete their job duties properly and 

safely.

Appendix 5.1: Visual of City-owned vehicles with upfitted customization

Appendix 5.2: Comparison of City-owned pickup trucks, which are upfitted to meet department’s operational 

needs, and Herc Rentals’ pickup trucks. For Herc Rentals vehicles, some accessories can be added; however, 

Herc Rentals does not provide the full level of upfitting that may be required for City departments.
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Appendix 6: Visualization of Department of General Services’ Fleet acquisition process.
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Appendix 7: Approaches to expanding the City’s fleet rental pool

Appendix 8: Breakdown of expanding the City’s fleet rental pool based on historic rental patterns
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Appendix 9: Breakdown of cost per month for purchasing versus renting by vehicle groups. The break-

even point is at the approximate point when the cost of owning the vehicle is less than the cost of renting 

the Herc-equivalent vehicle. For some vehicle groups, a chart is added below the table of the vehicle group 

rental history by departments. 

Appendix 9.1: Aerial vehicle
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Appendix 9.1: Aerial vehicle (continued)
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Appendix 9.2: Backhoe
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Appendix 9.2: Backhoe (continued)
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Appendix 9.3: Boom lift
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Appendix 9.3: Boom lift (continued)
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Appendix 9.4: Box truck
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Appendix 9.5: Cart
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Appendix 9.6: Compact loader
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Appendix 9.7: Compact track loader
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Appendix 9.7: Compact track loader (continued)
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Appendix 9.8: Chipper
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Appendix 9.9: Dozer



2026 Cost-Benefit Analysis of Herc Fleet Rentals 47

Appendix 9.10: Dump truck
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Appendix 9.10: Dump truck (continued)
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Appendix 9.11: Forklift
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Appendix 9.11: Forklift (continued)
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Appendix 9.12: Fuel tank
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Appendix 9.13: Generator
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Appendix 9.14: Heavy dump truck
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Appendix 9.14: Heavy dump truck (continued)
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Appendix 9.15: Large excavator
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Appendix 9.15: Large excavator
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Appendix 9.16: Light tower
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Appendix 9.16: Light tower (continued)
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Appendix 9.17: Light trailer
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Appendix 9.18: Medium excavator
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Appendix 9.18: Medium excavator (continued)
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Appendix 9.19: Midi excavator
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Appendix 9.19: Midi excavator (continued)
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Appendix 9.20: Mini excavator
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Appendix 9.20: Mini excavator (continued)
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Appendix 9.21: Pickup truck ¼ ton
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Appendix 9.21: Pickup truck ¼ ton (continued)
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Appendix 9.22: Pickup truck ½ ton
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Appendix 9.22: Pickup truck ½ ton (continued)
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Appendix 9.23: Pickup truck ¾ ton
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Appendix 9.23: Pickup truck ¾ ton (continued)
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Appendix 9.24: Pickup truck 1 ton
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Appendix 9.24: Pickup truck 1 ton (continued)
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Appendix 9.25: Roller
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Appendix 9.25: Roller (continued)



2026 Cost-Benefit Analysis of Herc Fleet Rentals 76

Appendix 9.26: Scissor lift
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Appendix 9.27: Skid-steer loader



2026 Cost-Benefit Analysis of Herc Fleet Rentals 78

Appendix 9.27: Skid-steer loader (continued)
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Appendix 9.28: Skip loader
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Appendix 9.28: Skip loader (continued)
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Appendix 9.29: SUV
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Appendix 9.30: Telehandler
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Appendix 9.31: Tractor
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Appendix 9.32: Trailer flatbed
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Appendix 9.32: Trailer flatbed (continued)
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Appendix 9.33: Trencher
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Appendix 9.34: Van
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Appendix 9.35: Water trailer
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Appendix 9.36: Water truck
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Appendix 9.37: Wheel loader
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Appendix 9.37: Wheel loader (continued) 
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