MEMORANDUM

Date: March 27, 2015

To: The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Admini%
Re:  Termination of Fuel Purchase Agreements with Local Entities

Pima County currently has 13 intergovernmental agreements and 3 other agreements with
local offices of the State of Arizona, various school districts, fire districts and nonprofit
organizations. The number of such agreements has grown over the years, particularly
during the period of significant increases in gasoline prices. We have carefully monitored
our experience with these arrangements, including routine interactions with the State of
Arizona with respect to conducting activities of a fuel retailer.

The attached March 25, 2015 memorandum from the Fleet Services Department reports
that Pima County lost money in the most recently completed fiscal year, 2013/14, when
overhead costs were taken into consideration. Furthermore, we will incur additional capital
investment costs from the renovation of our fueling station at the Mission Road site.
Finally, there is great potential of becoming subject to State of Arizona regulatory controls
as a fuel retailer, and such action would expose us to further costs.

As a result of these conditions, we are issuing letters of intent to terminate these
agreements to those entities identified in the attached list. These letters will be issued the
week of March 30, 2015, and the formal 30-day termination notices will be issued no later
than June 1, 2015. The termination date of these services will be June 30, 2015.

Our expectation is that planned notifications will provide adequate time for these entities to
make alternative arrangements for their fuel purchases. Fortunately, the price of gasoline
has declined in recent months, and the savings that have accrued from fuel purchases from
Pima County have been less than in previous years.

Please direct any questions to Fleet Services Director Frank Samaniego.

CHH/mijk
Attachments

c: John Bernal, Deputy County Administrator for Public Works
Frank Samaniego, Director, Fleet Services
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MEMORANDUM

PIMA COUNTY
FLEET SERVICES
DATE: March 25, 2015 (Revised)
TO: C.H. Huckelberry FROM:

County Administrator

o
Frank Saman/ irector
Fleet Services Dgpartment

RE: Cooperative Fuel Purchasing Agreements

With regards to the above-mentioned matter, there has been some confusion as to how to
proceed. A memorandum was sent by you to Mr. Tom Burke, Director, Finance and Risk
Management Department, on February 18, 2014. To date, I have not received a response from
Mr. Burke with regards to this issue. Without further direction, this issue was not addressed. 1
am requesting your direction with regards to the Cooperative Fuel purchasing Agreements.

To briefly recap the issue, the practice of selling fuel to other government entities has been
used by the County for over 20 years. As you previously stated, the motivation was to
achieve a volume discount. Currently, we have 13 Intergovernmental Agreements (IGA’s)
and three (3) agreements in place, for a total of 16. Please see Attachment A for a detailed
listing of the IGA’s and agreements. In Fiscal Year (FY) 2013/2014, we sold 393,297 gallons
of fuel at a selling price of $1,252,889. Attachment B is a report showing the customer, type

of fuel, quantity, and cost.

An analysis was performed as to the profitability of selling fuel. The back-up data is located in
Attachment C, which includes total gallons sold, overhead cost, and profit by year. A summary
of the profit is provided as follows;

Fiscal Year

2009/2010

2010/2011

2011/2012

2012/2013

2013/2014

Profit

$26,699.06

$52,783.05

$-50,538.54

$32,520.99

$-71,044.58

There are six (6) issues of concern to consider with the issue of selling fuel to other agencies:

1. Over the past several years, two (2) not-for-profit agencies in the community have
approached County Administration with the request to buy fuel from the County. The
goal for these agencies is to purchase fuel cheaper than the price at the pumps in town.

2. The cooperative fuel sales provide approximately 400,000 additional gallons of fuel.
This adds to the total amount of fuel we purchase. We obtain the contract for fuel
through a cooperative bid process with Pima County, the City of Tucson, and the
Town of Sahuarita. Bidding the total fuel requirements of all three (3) entities
provides us with a volume discount.




C.H. Huckelberry, County Administrator

Re: Cooperative Fuel Purchasing Agreements
March 25, 2015 (Revised)

Page 2 of 2

3.

The State is asserting with the volume of fuel we are selling to other agencies, Pima
County should become a registered retailer of fuel. Our argument is we sell to
government agencies, not the public. It is yet to be seen if the selling of fuel to not-for-
profits will make a difference to the State. The impact of having to obtain a license from
the State would entail that the County stations be subject to fees, random inspections of
equipment, and other licensure requirements. This would include the Arizona Department
of Weights and Measures, which would be responsible for ensuring our dispensers are
accurately dispensing fuel.

Replacement of fuel tanks is expensive. From the data in Attachment C, the tank
replaced in FY 2009/2010 was $206,604 compared to the tank in FY 2011/2012 at a cost
of $422,864. These tanks were small in comparison to the future replacements. We are
currently planning for the remodel of the Mission Road station and anticipate a cost of
$1,400,000. We have five (5) stations, including Mission Road, which will require
renovation over the next five (5) years.

In FY 2011/2012, we included the cost of the Richie Road Fuel Station tank replacement
in the cost of fuel to the IGA’s. Then, in FY 2013/2014, we added the cost of the Fuel
Master Fuel System upgrade to the IGA cost of fuel. As you can see in Attachment B,
each time we included tank replacement costs in the IGA price of fuel, we lost revenue.
This FY we anticipate the replacement of the Mission Road fuel tanks to be
approximately $1,400,000. If we were to add this overhead to the cost of fuel charged to
the IGA’s, it would reduce our ability to sell fuel cheaper than the pump price.

On the other hand, the profit we do make when we are not renovating any fuel stations is
casily obtained with a small effort from the Fleet Services’ staff. We replace fuel tanks
on a 20-year cycle. Once we are done with the tank replacements, the County will make
a profit over a long period of time before the tanks are due for replacement.

-~

Please let me know if you would like to discuss further or need anything further regarding this

matter.

FS:vl

Attachments

[

Ray Ochotorena, Deputy Director, Fleet Services Department (w/attachments)



Attachment A



0v88-228-025

opuopay oual|

62998 Zv BIUBNUeS 6/8 XOF Od Elenyes OLouey BIA A G2/

EJENYES JO UMO VoI 6G16-SAD
1119289025 UOSTAST USTEITy] £5958 Zv BUBIEY 15 UIS/ CUBIEI N G6CEL| VOI BUEIBY JO UMGL $35) 1S1U83 UIIesH euglery VO 8585-SAD
L061-285-0¢5 WSON URBUS €5958 7V BUEIRIY Py SWepy UG N 1GZel BUBIE 1O UMOL VoI ZEEP-SAD
98012c8025]  Z9UEA Eajebuy €58 ZV 'UCSONL BZE# PEOY UIEUNON BHIIS 'S 0ZLT HISIC 811 SWiod 8aitL VoI 0616-SAD
AOD'BLUID'S[00LDS@ZepUBtUS OpIeol] /668-07Z-0¢5|  2oPUBUISH opledaly 10268 Zv 'UOSONL J0O]} Uiy 'SSaIBUCD M OEF SI00U0S SRS - SIOOUDS JO JUBPUSIUNSdNg VoI 2€5-00
AoD eWid Insys@Asy el YELp-1GE-025 KSiiy enr #1168 ZV 'U0san] g syng AmH Uosuag 3 0691 uoson_ Jo AVS wawsaiby £05-20
G126-529-025 PG feleBIef V1958 ZV RS/ USAID IQ EPEUED B N 109 FoeA USsIS 1o AVS JuaueaIby 905-00
BICB00d@EUeZ8|  2922-061-025 EUNE T AEET] 01/58 Zv "uosany Aempeoig 3 Z9¥8 BUIBY UG [PUN0y By Waleaiby €2ZP-SAD
STOI55025 TSTUT AGTES] €258 ZV 'UOSONL P S[EBUISSER| M\ 5225 TOUSI 3] TSeMmuIoN VoI 89GF-SAD
0018676025 SUBAT Aoh 0¥.G8 Z¥ uoson) 0/89¢ X0g Od wouisiq 1eepn uenjodonsiy VoI €20G-SAD
LVEv-£88-025 SPIBIUS AHoASg SELS8 ZV 'UUSONL OPIBA OUNED 'S 0505 OWSIq Sl bR [BeXalq Vol 992¥-SAD
Veve261025|  Sunby Saping €158 ZV 'uoson| aAy yig ‘s 1091 uoson1 Yinos Jo AND VoI L¥8S-SAD
AT TeWSIEg PAEq €5958 ZV BUBIE PH IO b €522l TOUISIq UCREBLI| GIEN0)) Ol v8¥-00
GGCEC89025|  1SNbWBg ioT £5958 7V BUBIEIN PEOY I[RGISAIS M 06751 WUSIq 3113 AS[EA BINY, vl 20Le"SAD
6195-/86-025| eenzusien euyebuy] 12858 'zv oly g9 %0g8'0'd §L# 1oUIsIa (ooyog pauun ofy WO 0830
0E99-212-209 s iny 60058 ZV 'XIUSOUd IS PUZZ 'S Gcee uolejodsuel] jo JUsWledsq euoziy YOI SE-OA
0962795209 Sikeq ReS £0098 ZV ' XIUS0Ud 1S UOSISHST M 108 SUOIISIIo] JO JUSWedaq euoziy VoI §1-OA
..oco:..u u.umu:oow . ,.mmc._um<_.. | w...:mz‘.i”....aa._.roo, : B ._.zm_“.,_wem_mw‘u mh“ﬂ_E:

SININ3IIFHOV / S.vDI JDIANT

S 1331d




Attachment B



99°69€‘C$ £'526 STYLOL ITATMAT - ITTAIMNT LNIWLHVLAA
99'69£¢S €926 135314 - 319 3dALIINd
06'656°2LL$ 8'256'¢T :SIVLOL 13XINA - 13XINA LNIWLNYLIQ
S0'0TZ'TTS 9'78L'E Q3avaINN - INN :3AdAL T3NS
G8'6172995 0L10T 735314 - 31A :3dAL 1IN
95°¢C6P' e 9'pse'LL 'STVLOL OHVLHOD - OHVINOD INIJWLYYJIIAQ
YO'0TE'RZS 6'T0S'6 Q3av3aINN - INN :3dAL13N4
ZS'€E8T9% L'T7S8T 135314 - 311G 3dAL1ANS
0t'80€°L9% L'€09'8l STVLOL VHAY - VHAY 1ININILMYLIA
6L'66¥'€S 6'L8T'T Q3avIINN - INN :3dAL13Nd
T9'808'LSS TSTY'LT 135313 - 314 :3dAL13Nd
ZSeLe'0Ls L&A RS STIVYLOL OrY - Ory INIWILMYJIA
66°892°€S 6'650°T a3avaiNn - INO :3dAL 13Nd
ESHY0°LS S'§86'T 735314 - 314 :3dAL T3NS
ZLLer'elLs IpL'9 'SIVL0L LOaV - LOay :LN3IW.LHYd3Iq
04'Z€29TS S Al a3IavaiNn - INN :3dAL 13N
0'6v'esS v'ET6 138314 - 31Q 3AdAL AN
LE'¥9S°LS £'129 STVLOL 200V - 2004V :ININLNYJIIA
TEY95TS £'1eS J3avaInNn - INA :3dAL1ANA
820Z8% L8ve ‘81V.L0L SLNIOd 33MHL - SINIOd £ LNIWL¥vd3a
8£°078$ L'8%T 735310 - 314 :3dAL13Nd
180D ALILNYND

PT/ET Ad LHOdIY AYVININNS NOILDVSNVYL 13nd




T6'Lr9'001$ L 0Z9°EE :$TVY.LOL NOSONL OS - NOSOMNL 08 LNIWLMVJIQ
L£'089'68% 8'TIE0E a3aavaiNn - INN :3dAL73Nd
ST'£96'0TS £'L08'E 135310 - 1A :3dAL T3NS
19'18¥'6LS L 09v's :S1V.LOL STOOHOS 40 LNVANILNINIAANS - STOOHDS LNIWLHYdIA
SLTHYS £0ST d3avaiNn - INN :3dAL 13N
76'6£06TS 8'608's 135310 - 31@ :3dAL 13ANd
Ve'r.L0'9% 8'vr0'e :$IV.LOL NOSONL AVS - NOSONL AVS :INIWLNVJId
YEv20'98 20T a3aavIINA - INN 3dALTINA
¥2'822'22% £ Lps‘L ‘STY.LOL AVS - AVS INIFWIMVdIdA
¥7'822°2¢S € TS, a3avaiNn - INNM :3dAL13nd
89°Z9ZVL1$ 1'918'8% $IVLOL VIRIVNHVYS - YLINVNHYS :LNIWLY¥Vd3d
89'TST' VLIS L'ST8'8S g3avaiNn - INN :3dAL 1IN
€162 L¥S 5 9Z6°CL 'STV.LOL ONIOV VIllld - DNIOY YiNld LNIWLNYdId
ETT62'THS 9'9Z6'ET Q3avIINN - INM :3dAL 1IN
08'926'Z$ 0°208 ‘STV.LOL LSIMHLYON - LSIMHLYON LNIWINV43Ia
15'/88% 8467 d3aavaiNn - INN 3dAL 13N
6T6£0°2S 7609 135310 - 31d :3dAL 1IN
6'F£6$ 1'S82 ISTIVLOL ¥ILYMOYLIIN - ¥ILVMONLIN INIANIMVIIA
16'7E65 £'S8T 13531A - 31Q :3dAL 13N
£'586°1LES 6°969°01 STV.LOL OH YNVIVIN - OH YNVHEVIA :LNIN1NVd3a
€¥'S8STES 696901 d3aavaiNn - INN :3dAL 13Nd
G1'2£6'989% 0'202'G61 'STV.LOL YNYHVYIN - YNVHVI (LNIWLYYJdaa
1§82 6053 £ TO6'TLT g3avIINN - INN :3dAL 1304
8S'E05°LLS £L’00€'ee

135314 - 310 3dAL 1IN




§1°299°G61°LS
0£956'6€£65
98'0TL'SSTS

STIVIN 1TV
SALIS TV
SdOHS 1TV

SASSV12 1V
SININLIHYLIA TV
vDl 0} v9i
SdNG/ALIS 1and MY

S3dALT13INd TV
SHVIA TV
ININdINDI 1TV

ON

INIWLIHVd4Id

1502

710Z/0€/90 O1 €T02/10/L0
NOILIVSNYYHL

0'262'c6¢
€'5L6°9TE
L'TEE'SL

JONYYH 3AYIA LNINCINDT AYIN
‘IONVY 3LIS ININLINDI 1S
:IONVY dOHS LNININDI dHS

‘IDNVY S5¥12 INJINHIND3 03
‘IONVH INJWLYYHIA 13Nd Ndd
:ADNVH ANVdINGD 73N4 003
‘IONVYH dANG/ALIS 13N

:JONVY 3dAL 713N L
{IONVY YVIA 130N
‘IONVY YIFAINN LNINLIND3I

*HdVYD MIIA
dNoYH
*§3014d
*FONVY 31vQ
‘3dAL 3Lvd

‘SHILINVYEYC LHOdIY

‘STVLOL LYOd3Y

papesjun sjeloL
[9521Q sje10L



3d0J 3SN 40 S531QYYDIY LNIWCINDA 1V :3aC2 35N LNINCIND3I 2N3

SISNLVLS 1V ‘IONVYH SNLYLS LNINGINDI V1S
SdNOYD YOLINOIN 1TV *IDNVY dNOYO YOLINOW LNINLINDI DIA3
S3002 ONIT1IE 1TV :J9NVY 3000 SNITIE 13nd D83

STAAOW 1V :IONVY 1300 LNINLIND3 QoW



Attachment C



88°0bF'89$ 80'692'02¢  Z6ZI¥'60LS  OFSKYLES 60°29C'8TL $ SIS0 PROYIBAQ JO %VD)
6e'¥06°01¢  $]86'90¥'S6 S [ L¥'ZS0ZLG $ | SO'L66'S0L S | LI BPCOLS  § |SIEI0L
- §] - s - $| - $ [ 6’68 3 aled [eh4 }SeMInog
- $] - s - s - $ 9870017} 3 VdVN
- $] - $1 - s - $]15zs2 $ CERDEL]
- s - s - I $|ieve 3 S|elolN LH
- $[ - $[ - $1 - $[66185c ¢ 1ebujeis
- s - $] - s - $[sso $ )81 seuieg
- $] - $| - s - s 6188 $ 9S0H 19qqny uediiawy
Sr 0T 6 $| - $] - $| - s - 3 ~ Siojeleueg
90v009'90c $| - ¢$|ooveg'zer | - $| - $ abeseAy uowsoe|day yue]
000081 $ 00008t  $1ooo0ost § | 000087 $ | 0000p'L $ Xej yue|
V'€ s [cTivl $ [o5 v ¢ [o1se $ | ocve $ Xe] uey
000852 $100SkFL $[000L9'9 $ | 000199 $ [ 000197 $ CHERR)
06860l  $[91.'6260L $ |9L'9550L § | 00066 $ [816€9'605 19)Sed/ MVl
- $l10186'2 ¢ ]o890sc $]G68/8€L §]|csovael  $ dund MmN
96LL6 ¥ $J1ez000n §1 - $] - sl - $ — BUNquISia SNV
89°0V6'8 g zoco8t ¢lesiz61 $| - s - $ 1eyoi
002eS'Sl ¢ | 00255GL $ [ ooessvL $ [ 00870SL S | 00621 9L $ “UJWIpy 8oueu]d
00686y ¢ | 09/vi8y $ | 00/06'26 $ | 00699°9% $ | 006FE2S  § UBIoIUYDa] WL
01-60 Ad 1101 Ad ZiLL Ad S-2l Ad PLISL Ad §)S0D PEALIaAD




92¢'0$ uojjes 1ad 3js09
%¥6'G- uinjay
85'¥0L 2% 30.d
60'/92'821L% S)S0) PESYIdAQD
16222 258 (1s0o-Buig) voI
%20°1T saJes (8]0} JO % V9|
[z9:225'c89'es [50.p°1L28°L |sieyo)

v 09828V YS [G€L18IV L s|ejol-qns
20¥ZP'009'cs [9ZLL'ELT ) papesjun
G'oEy' 2889 6'650'692 |[esaig
1509 suojjes) Ajunog euijd

99'688'252'L$ |51°299'G61 1§ |0°262°€6¢E s|ej01-qng
£OvrS /868  |O£'956'6E6% £6/691E pepeajun
£0'sve'Gozs  [68°0L/'65eS 2'12€'94 19salg
“Buljig 1509 suojien VOl

PLIELAL SISATVNY 73Nd VoI




£50°0% uojjes Jod 3809 Y9I
%8S°C [DETY]
66°025'7¢% 1joid
or'srLes $)S0Y PesylsAQ
6£996°€S$ (1s05-Buijiig) VoI
%29°02 S8|£S |e}0} JO % YOI
[£2'2i0'0ZL'98 [£'9.¢8°8Y6°L jsiejoL

Z0'6L1'298'F$  [2'G.G6'9pG' ) s[eyoj-qng
I7'868'2Zroes [£°60L'€0Z') papesjun
096L56L2 1% [sBOV'ErE |19salq
1509 suojjesy Auno) eud

65'6LS'CLE'LS |0Z'eag'ese L [171087LOV s[ejo] -qnsg
$?9°LL1L°200'L$ |£€°€G5 6569 0.} LLE pepesjun
G6'Lre'G0es |/8°666'962$ 2'0£9'F8 lesaIq
Bujing 180D suojjes Vol

€LIZLAD SISATVNY 13Nd v9I




viz'0% uojes Jad 3509 VoI
%P6 €- uimey
¥S'8€5'06%- Mo1d
Z6'ZL¥'B0LS S)}S0J pEsyIanD
8¢'¥/8'85$ (3s05-buing) voI
%9L'LZ S8|es [€]0) JO % VDI
(26°108°020'9¢ |1°8L¥'688°L isjejo)

£5°109'68.¥$ [£009'68Y'L s{ejo-qns
01'662'885'¢$ |6'€1L9°2GL L papeajun
EP'OP2'002'L$ |¥#'986'0EE |asaig
3809 suoj|eg Ajunoy) eulld

LLp20'0vE' LS |6€°0027L82 LS [8218°66¢ s|ejo1-qns
12'€66'¢20'L$ [28'998'G/68 |2 /88°ClLE papeejun
05°180'L1€8  |/9'€€€'S0€8 [9'096'G8 19se1q
— Buillg 1805 suojjes Vol

CUIELAL SISATTYNY 713Nd vol




67003 UG[Ies 190 1505 VO]
AR Tinjey
50€8725% —_Woid
80°'89€°02% $)500 PESIIA0
1 151e/% (3800-BUIMA) VoI
%SE 12 S0[ES 1807 J0 %, VO
[01'855°222S8 |6 8056 [si=o0)

€022 151 78 |6 780F€5 1 S[EI01-Gng
1922v'060'€S |28VE 181} papesjin
9£628°000'18 |2 90L°¢S¢E [esaIq
1509 suojjesy Auno) eud

A N I A A R SBI0L-qng
22€08'C68% €V Ove Z888  |G81L0zE pepes|un
76£G9'006% 0.656'€928  |5'620'S6 [osela
Buiig 1560 CTIES) VoI

FLIOLAL SISATYNY 113N4 voI




951'0% uojjes Jad 3S09H
%LE'T uinjey
906869228 jjoid
88'0717'89% $}S0) peauiasrg
¥8'6E1°'16% (isoo-Buinig) voi
%L0'ee S9Jes [}0} JO 9% VOl
[06°892°L62'V$ [5'ZEL'686'L {siejol

gL '988'vee'es [1L'e2L18G | S|ejol-qng
2L 602185'es (04246411 papesjun
£9°2/9'¢088 |LovB'LLiE |esalg
1509 suo|jes Ajuno?) swid

60°¢20'8r0'Ls |S1L'288'9S6% [v'600'8EY sjejo-qng
8/ ¥65'v6.9 Gy'gs0'62/8  [sovgaes pepesjun
L 22Z1'eses 0.'6e8'LEes |6°292'101 leselg
Buniig 150D sSuoj[es VoI

01/60Ad SISATVYNY 13Nd v9I




MEMORANDUM

Date: February 17, 2015

To:  John Bernal From: C.H. Huckelberry
Deputy County Administrator County AdminiW

for Public Works
Re: Cooperative Fuel Purchasing Agreements

It appears we are losing money on cooperative fuel purchase agreements. In addition, the
regulatory action of the State of Arizona makes it impractical to continue with these

agreements.

Document the level of additional effort required to comply with State regulations, and once
documented, please notify all of the agencies with which we have cooperative fuel
agreements that the Intergovernmental Agreements will terminate on June 30, 2015 and

will not be renewed.

CHH/anc

Attachment

c: Tom Burke, Director, Finance and Risk Management
George Widugiris, Director, Procurement Department
Frank Samaniego, Director, Fleet Services



