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Keep equipment too long and drive cost higher than the point of purchasing a new 
vehicle.  Disposing of equipment too early and you lose some of the useful life further 
increasing cost.  The general accepted way to determine the optimal replacement point 
is where cumulative maintenance cost starts to out-run the market value of the asset. 
 
We all have a good feel for when equipment should be replaced.  Our main challenge is 
how to sell the budget folks that it is better to spend now than run an aging fleet.  
Optimally managing the replacement of equipment can be the single most cost cutting 
measure we can do.  It is at the core of what we are responsible for. 
 
So were is this magical point in time and how do we quantify it?  For each class?   
 
1) Figure cost per mile by service year by equipment unit 
2) Figure the average cumulative maintenance cost by service year & class 
3) Figure the average yearly depreciation (Straight Line, or your option) 
4) Graph the two and see where the lines cross, viola, the replacement point is found. 
 
Determining cumulative maintenance cost requires figuring cost per use unit (miles, 
hours, days, etc.)  Cost per use unit is determined by the taking the total cost to maintain 
an equipment unit by the number of use units (miles/hours).  All values are compared 
based on the service year of the equipment.  Flagship Fleet Replace provides the 
detailed cost per use unit (mile/hour) analysis to drive the vehicle replacement model.   
This enables fleet managers to review the data that makes up the cost per mile 
calculation, so managers can catch anomalies within different vehicle classes. 
 

 
 
This report is also helpful in determining rates to be charged by class to different 
departments.  Now forecasting is not the headache it used to be. 
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We work with you to determine how to class your equipment and give the best information.  The 
Fleet Replace module utilizes the class code within your fleet management system.  Further, we 
will work with you to make sure costs that should not be included are filtered out (i.e.: accident 
data). 
 
Each class of equipment in differing agencies can show a differing point of optimal equipment 
replacement.  The optimal replacement point is the point where the valuation of the vehicle 
reaches the running sum of maintenance expense.  For example, most light vehicle classes have 
an optimal replacement point hits in the 6th year of service.  Vehicles that continue in service past 
this point will have maintenance costs that out run the value of the vehicle.  The goal is to replace 
vehicles at the optimal replacement point for the most cost-effective fleet operation. 
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Flagship Approach to Replacement 
 
The first step is to identify at the class level where the budget should be applied.  Step 
two is to identify with-in the class which equipment to replace.  Within the replacement 
analysis tool we provide the overview and the detail to do just that. 
 
The Vehicle Replacement report calculates the total cost by service year and compares 
it with the market depreciation of the asset.  This provides a guide for when the cost of 
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maintaining the asset exceeds market value.  The maintenance less market value can 
be considered the loss for allowing equipment to go beyond this point. 
 
The Vehicle Replacement report will determine the direction.  The Cost per mile report 
will determine the point on the map.  The cost per mile report will rank equipment based 
on cost.  Equipment that costs the most (with-in the class) should be replaced first. 
Replacement can be as easy as select all the defaults and run the reports or we can 
change settings to zero in exactly on the specific costs and depreciation that best match 
your current fleet situation. 
 
The equipment and maintenance selection has a similar look and feel to the controls in 
Fleet Navigator for selecting the specific type of equipment and maintenance for 
complication. 
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Depreciation Settings 
 
 
Depreciation has many different options for complication into the replacement reporting.   
 

1) The depreciation can be set to the same yearly declining balance for all 
equipment classes. 

 
2) The year declining balance can be adjusted for individual years.  For example:  

More or less depreciation can be taken in the first years then level off as the 
equipment gets older. 

 
3) Depreciation can be set to a separate yearly declining balance for each 

equipment class.  The selected classes are pulled and assigned the default 
depreciation based on the overall settings.  Each class yearly percentage can be 
modified further.  Each class can have a custom yearly depreciation schedule. 
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Maintenance & Meter Value Sources 

 
 

Data maybe better represented using a source specific to your site.  Flagship gives you 
the option to select the data sources that best fit your organization.  This is the final step 
to preparing the Replacement Reporting module.  Once these settings are set it is time 
to compile the data and review the charts and graphs. 
 
 

 
 

 
 

Reports 
 
The complete 
report listing with 
description follows 
this section. 
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Replacement Scoring 
 
The scoring method for replacement provides a more simplistic method for figuring when 
equipment should be replaced.  This method ranks equipment from worst to best based on 
several factors.  The higher the score to more likely the equipment is due for replacement. 
 

 
 
 
Scoring Factors 
 
Age Points are added to an equipment unit based on the time period for the in-

service date and current date/time on the computer.  The interval and point 
assigned are set by the user. 

Usage Points are assigned based on the current meter of the equipment and the 
meter class assignment.  The range and points assigned are set for each 
meter class. 

Type of Service Additional points are assigned based on the class and department the 
equipment unit is assigned too. 

Reliability Reliability compares repair cost in the third year of service with the last full 
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year of service.  The third year repair cost is divided by the last full service 
year to come up with this ratio. 

Repair Cost One to Six points are assigned based on the total life to date repair cost 
divided into the original purchase price of the equipment.   Additional weight 
can be applied to this category by using the multiplier. 
  
-One (2) point if equipment life repair cost is between 0-20% of original cost. 
-Two (2) point if equipment life repair cost is between 20-40% of original 
cost.  
-Three (3) points if equipment life repair cost is between 40-60% of original 
cost. 
-Four (4) points if equipment life repair cost is greater then the original cost.  
-Five (5) points if equipment life repair cost is between 80-100% of original 
cost.    
-Six (6) points if equipment life repair cost is over 100% of original cost. 

 


