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5 Know the deal

From an acquisition standpoint, utiliz-
ing factory-ordered vehicles can control 
depreciation costs. Factory orders typ-
ically provide incentives and discounts 
and allow control over custom vehicle 
options. Certain manufacturers, as well 
as fleet management companies, also 
offer “pools” of popular fleet models 
from which vehicles may be ordered. 
These offer a cost-effective option for 
immediate vehicle needs. 

When traditional acquisition options 
are impractical, out-of-stock acquisi-
tions can be used; however, they of-
ten entail additional fees and unwanted 
options. Avoiding unnecessary dealer 
stock purchases can typically save at 
least $2,000 on the capitalized cost.

6 Know the job

Each fleet vehicle used must be evalu-
ated to ensure models ordered match 

specific applications and help control  
depreciation costs. Some key consid-
erations:

■ Vehicle size: Is room required for 
multiple passengers or cargo, or will a 
smaller vehicle suffice? 

■ Upfitting: Does the vehicle re-
quire specialized upfitting/decals to 
safely and efficiently transport cargo 
or support company branding?

■ Personal vs. business use: 
Will the driver use the vehicle for 
personal purposes outside of normal 
business use?

7 Know the inventory

It’s common for commercial fleets to 
maintain spare vehicles to eliminate 
downtime and address seasonal busi-
ness demands. However, an excessive 
stockpile of vehicles can create a large 
and unnecessary expense. Check fleet 
inventory regularly to identify and ap-
propriately allocate or dispose of un-
derutilized vehicles.

8 Know the incentives

Most automakers offer acquisition incen-
tives directly to fleet managers, which 
can reduce vehicle invoice cost and help 
manage depreciation by: 

■ Properly accounting for the cost of 
the asset as it’s placed into service.

■ Reducing finance charges incurred 
for leasing purposes. 

■ Ensuring accurate calculations of 
net effective depreciation costs when the 
vehicle comes out of service. 

9 Know the lifecycle

Generally, the longer a fleet vehicle is 
used, the easier it is to control deprecia-
tion costs. But the ideal lifecycle for each 
vehicle is dependent on many factors:

■ Downtime: As vehicles age, they 
require more repairs and maintenance, 
leading to increased repair, rental costs, 
and vehicle downtime. 

■ Brand image: The age, make, and 
quality of fleet vehicles impact your cus-
tomers’ impression of the business; vehi-
cle conditions can send positive or neg-
ative messages.

■ Employee morale: If vehicles are 
used to recruit/retain employees or en-
courage productivity, replacing vehicles 
regularly is likely to have a positive im-
pact on employee morale.

■ New technology: A shorter lifecy-
cle allows an organization to take advan-
tage of emerging technologies, includ-
ing fuel economy improvements, driver 
comfort/entertainment enhancements, 
and latest safety technology.

10 Know when to buy

Residual markets generally peak in 
the fall and spring. The best way to 
take advantage of favorable markets is 
to order vehicles slightly before these 
peaks, helping maximize residual val-
ues and control depreciation costs.  n 
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FLAT RATE DEPRECIATION

MAINTENANCE INCREASES AS A VEHICLE AGES

DECLINING DEPRECIATION RATE

A higher capitalized cost doesn’t necessarily mean a vehicle will be a more expensive 
option. Rather, a high-capitalized cost vehicle with a high-residual value could help 
control depreciation costs better than a lower-capitalized cost option. 
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As a vehicle ages, it requires more repairs and maintenance, leading to increased 
repair, rental costs, and vehicle downtime. While these do not typically outweigh the 
cost of a new vehicle, the cost impact of driver downtime should not be undervalued. 
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