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Subject 20 Annual Reporting 

1.0  Authority 

The basis for setting machinery rental rates is found in Policy 02-25-40.  Five years of cost and revenue data by 
class are needed. 

2.0 Cost Trend Data 

1. Every county shall annually complete a cost trend survey.  At a minimum, this survey includes the current 
year prices for oil, tires, and repair parts. 

2. The County Highway Department shall complete this cost trend survey by July 1st each year. 

3.0 Monitoring of Quarterly Fuel Costs and Adjustment of Rates 

Fuel costs will be surveyed on a quarterly basis and adjustments will be made to equipment rates when its 
cumulative impact is greater than a plus or minus 2% from the last quarter when rates were adjusted.  These 
adjusted rates will typically become effective at the beginning of the first full accounting period in the new 
quarter.  The adjustment of the rates will be automatic.  The Machinery Management Committee will continue to 
review the quarterly survey and the fuel situation in general as it relates to equipment rates.   

4.0 Net Book Value  

Since 1993, a factor for cost of capital was included in the rate calculations.  The calculation requires "Net Book 
Value" for each class of equipment listed as of 12/31/XX. Only units which have signed classification sheets 
should be included.  "Net Book Value"  is the total capitalized cost less accumulated depreciation. 

5.0 Shop Payroll Information 

Each year shop payroll information shall be completed and returned by April 1st. 

6.0 Samples of Forms  

1.  Machinery Cost Trends 

2.  Net Book Values 

3. Shop Payroll Information 

7.0 Fuel Cost Projection Details 

A description of the fuel projection method is attached. 
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Monitoring of Quarterly Fuel Costs and Adjustment of Rates 
 
As detailed in Highway Maintenance Manual, Chapter 2, Section 30, Subject 20 (Annual Reporting), 
statewide fuel costs are surveyed quarterly.  In order to be included in the quarterly survey, individual 
county responses need to be forwarded to the Department by the 15th of the month following the end of 
the quarter (April 15th, July 15th, and October 15th). 
 
When survey results indicate a change in fuel costs has impacted equipment rates by more than two (2) 
percent, either plus or minus, an automatic rate adjustment is made.  This adjustment is made effective 
either at the beginning of the first month following the reporting of the survey results to the Machinery 
Management Committee or the first full accounting period closest to that month start.  Typically, this 
will occur between 10 to 15 days following the meeting of the Machinery Management Committee. 
 
The adjustment of equipment rates is made as follows: 
 

The fuel projection for the current year is revised to reflect the actual fuel cost increase 
or decrease supported by the fuel survey results provided. 
 
The Cost Trend or Inflation Projection for fuel is then effectively increased or decreased 
(Fuel costs as percentage of total operating costs multiplied by actual fuel survey 
results.) 
 
A comparison of the originally projected cost trends used in the rate formula with the 
revised trends based on reported costs from the quarterly survey determines the impact 
on the individual rates and whether an adjustment is triggered.  (For example, in the 
first quarter of 2011, the actual fuel survey detailed a cost increase of 19.7 % over 
projections, compared to original fuel projections of 5.02%/  Since fuel represents 
16.96% of total operating costs, the revised cost trends totaled 4.17%, compared to the 
original rate formula calculation of 1.68% - a difference of 2.49%.) 
 
If an adjustment is triggered, the revised cost trend percentage is now used within the 
rate formula, effectively revising the adjusted cost per hour over the 5-year period and 
the average 5-year cost per hour. 

 
Consistent with Machinery Management Committee policy, only certain larger fuel using equipment 
classes are adjusted.  There is no adjustment for any non-fuel using equipment classes (like snow 
plows, etc.).  Rate changes are published on the DOTNET and these DOTNET published rates take 
precedent if and when there is any confusion regarding differences in rate tables. 
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