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Additional transportation -The additional cost of transportation from Aqaba to the requirina
locations vice ZUqa to Ihe rcquirinalocatif)ns is approximately 51 per barrel.
Additives and Eguipment - The additional COSI ofadditives. additive injcctors, and wasled poduel
due to, leaminSIhe additive injection process is approximately SO.03-o.04IUSG. Product sourced
from ZUqa is already addi~.
Pon Fees and ClIStoms Bonds - Port Fees and CusIOnu bonds toral Sot-S/MT; The cost ofcustoms
bonds is hip due to the volume being imponed. Most firms involved in illuinl the ClIStoms bonds
cannol cover Ihe volume, thUilhe. additional COIlS.

Q Transportation ColIs • $O.4SIUSO -10Te plII'Chased 21 epoltY coared b'ailers from the Jordanian
military al a cost ofapproximately Sl.1 million. The coSI of these IrIiIers must be amonized over the
delivery period, which is only 6 months. Also, IOTC must lease the .,maininSIrUCb needed 10 meet
the requirement in order to h!lw: a dedicated JP8 truck fleet. Mr. S......t also advised that the COlt of
driven is hiJher than for the humanitarian auiltance c:onb'act u deliverins to a military bue Rpresenll
a greaJa' penoaaIllfecy risk to the driven. The driVCII demand higher salaries .for delivc:ries to the
military bues u Ibey fee) these locations II'C military IIrFfJ unlike Ihe requiring iocations for
humanitarian usilllDCe fuel.

Q Jordanian P.rtaen - $O.OQ1/USO - Mr. S!U'aeant advised dial this cost element tepJ1l$enlS rhe fee for
NRDC"s services under any resulrant COllU'aC:t•. National Raoun:es Development Company (NRDC) is
a division ofKinl Abdullah's Design Center. This colilpany islhe commercial ann of the Jordanian
Almy which is enppd in commercial activities in order to FIIeI'Ile funds for the Jordanian Anny.
(The milituy il DOl cenCnIly funded by the Jordaaian Government). NRDC holds the exclusive rilhtl 10

b'anlit petroleum produclS through Jordan. NRDC will prov~ facilitation of CuilOml clearance,
coordination with Jordan Petroleum at Zarqa., iDlel'fICO with the Minilby ofEnergy and Natural
ResoIll'CCl, coordinate convoy security, provide interpreters and faciliwon al the Ioadins facilily in
Aqaba, and Air Force quality personnel to IIlist with the additive injection process at Aqaba.

o TnDara participation. SO.04IUSO - Trafigura bandies market hc4&ins, arrangesv~ logillies for
imponed carps, financing of imponed c.goea, and locates cargoes. Additionally TrafigW'l wiD find
an economical means of trldinS producl thaI is plll'Chue by IOTC bulnol consumed by DESC

Q. Insun••SO.018/USG - Mr..Sarpantadvised lhal the insurance cost includes the rilks to IOTC
under the Risk of1.oll clause in Ihe solicitation. The rilk oflosl clause places all risk of loss for
product due to lheft. 'OSI of life or 1011 of property to Ihe conb'ICtor. This cosl elemenlS represenlS the
insurance costs for Ibex risks.

lJ Fln.ad.- SO.018/USO - This represenlS the financinl cost of Ihe operalion through their ISsignmenl
agreement

,

Q Remalninl Cosl Elements - The remaininl cost elemenlS, Local Operations ($0.0121USO), Quality
Conb'Ol ($O.012lUSG), Miscellaneous (SO.OO9IUSG) were not discllSsed in depCh as they did nol
represent lipiticanl COlt elements

Q Magin - $0. J2lUSG - Represents profitlbuffer apinsl any unforeseen COSIS and market risks. .

Mr. Peschka advised Mr. Sarseanl of the process for approval of dle price negotiations as DESC cannot
~~~~·-·'di:IcIm1nnhe·brrerea'Priarm=lJif"1iit"iiiJi'easOnableln iCCOiifance Wi1fi,1l'ie .. guidance. Mr.'Pesehka lliw'"
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ubd Mr. Sarpnalf &here wu any way IOTC COlI'" reduce the offered price. Mr. Sarpant advised lhal the
offered price wu u low u they could SO and sliD insure proper pa1ormInce. Mr. SII'JCIRl ilaware that the
pricins iSlaM: will be elevated 10 lbc Center Senior Procurement Official and die Head ofConttactjlllA~y for
a final decision ofaca:prability. Mr. Sarpanl wu allO advised of &he possible public ICrUliny UIOCialcd wilh
the award price in liabt ordJe recent controversy over fuel prices paid by DR from Kuwail. Mr. 8araeant is.
aware of this rillt and is comfortable dllllheir price accurately rdlectalOTC's COlt ofpaformance.

••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••
\

AddilionaJly, DESC prepued • price analysis in aCCOJdance with PAR lS.404-11O build a comparable
price far pac imporliog JP8 from DESC stocD into Jordan in transit to Iraq. Product prices are based
on cunent compedtively-awanled contrads calculated to a reference price of January I, 2004. Storage
costs and teltine costs are based on DESC ltorage c(ISts for similar storage in Jordan during DIP.
Transportation COltS are based on the cost of leased trueb in Kuwait to b'InIpOrt fue110 U.S. military
balei in Iraq. For product sourced in Bahrain the average ofIhe two line items was usecL These prices
In revised from die oripaal price objectives passed 10 IOTC .. the original priciDc did not include

. demumae. Below il tbe-cODltrueted price based on impoi1I from either Europe of the Arabian Gulf.

SheD AviaIiaa LID SJI06OO.OJ.D-0510

Effective ./110&

AwnPric:e

Base iter.
Diffcrendal

Latest Unil Price

New Price

Transportadon CalllO Aqaba

0.762499

0.759393

0.003106

0.958985

0.962091

0.083048

1.045139

TKIOIMilbd Haven. UK

Product price

TnmlpolUlion 10 Inq

SlonpIlAq'"

TaaiD,

delllUMF

Tolal

1.045139

0.55

0.0435898

0.00028

SIJ.Q

1.7390081

BAPCO SP06OC).()4-[).4M56

Eft'cetive 111104

0201

AwardPricc

Base Ref.

Differential
..._~,.",.- ..._-..,-:'-.,.-=,,,",:~-- .... -~ ........ - ~-,"'----~-~--

Lalcst Unit Price

0.670000

0.676607

·0.006607-- - "'" --- - .-- ..---

0.900833
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Sew Price

Tl'IlDsponalionc~ to Aqabcl

0301

Award Price

BuelWt.

Differenlial

Lalell Unit Price

New Price

TrlnlpoIIIlion Cost to Aqaba

3284

Awnp
TrInIpo&uIiaa to
Aqaba

s.,.-AqIba
Talinl

.demump

T....

0.894226
0.055143
0.949369

0.679524

0.676607

0.002917

0.900833

0.90375

0.055143

0.958893

0.9,54131

. 0.55

0.0435.9.

0.00028

DJQ

1.'4"
The raage ofpricing depending on the source location is S1.648 - fl.739. IOTC has noted several other
cost fadorl (Jordanian panoers, insurance. finaDcing) which are not included in lhe lbove price analysis
as ehese costs would not be experienced by the government and comparable pricing data does not exisL A
comparison of the IOTC price elements and DESC constructed price did not result in any single factor
contributing lO the COlt differential. While some of IOTC's cost f~tors are higher thaD DESC's
constructed costs, odler cost factors. such IS tranlportIdon. are lower.

Based~ the information provided by IOTC and the price IOllysis prepared by the conlDcting office, the
Cootraeting Officer cannot determine die offerect price to be reasonable. The differential between IOTC's
final proposll revision and the DESC constructed price is $0.3609912.

CENTCOM after being informed of the price has maintained an urgent need for JP8 sourced through
Jordan. The COntracting Officer is referring this contract action to the Bulk Fuels, ClUefofConttICting
for review and further action by the Center Senior Procurement Official (CSPO) folJowed by a final
recommendation for award by the Director, Defense Energy Support Center.

._~--- ._--~-~~--



Price Negotiation MemoranlJum
Internationa) Oil Trade Center

, SP0600-D4-D-GS06 '
Page Bof9

3285

f]~) C_. "Y\ \'\ \)\;'l';\l.
" J 'K MULLORI

Contracting Officer, Overseas Bulk Fuels

Date'j "") 'l\.~'" \'" 1.\: t I ~ \ \,~, ,\,! ' \",. i ...' ._-

"

As the Chiefof Contracuag for Bulk Fuels. I certify that I participated in price negotiations with IOTC and
concur with the recOJlUllellClation thai this contnetinglclion be forwarded to the CSPO for further attempts to

reduce~e ,~riC~ thr~ugb,ne'tio~~,<, ~

. ';old~/! J.i I '. t:j ,,,,,.'
. )Or-I /0 , :.1 .;.:j ,- -'-"

DONALD E. PESCHrA
QUef. Bulkr'?l~ ContraetilJ
Dale: /1}t-"l-.e ~c,~.tt
Concur~ Non-:Coocur _ Concur_':;"· Non-ConcID' _

f'}//"_L l ~L
MARKK.IDEN
Director
Bulk Fuels
Date:

-,.-

. ,.- ../ .

.' ..t".. '. ' .. : ...
DESC-G
Date: .,

. .
.. ' .-~:. ','

.. ,
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As CSPO,I conducted price neJOtiations with IOTe on June 21, 2004 via telephone. After a lengthy
discussion with IOTe; they further explained their pricing structure (see attached MFR). Based on this
discussion, IOte was unable to reduce their price; however, I am forwarding this packet to the Director,
Defense Energy Support Center for a recommendation for award.

. \ f\.,. .1· .. ,- ,

l'. \ .\": '1:(' ~.- \I • t, .... •. • .' , ~. I I "---....' .. ' ..:.. ~'. .- .". ".'

GABRIELLA M. EARHARDT
Center Senior Procurement Official
Date: ......,

'- • I, ••- :;'

//
I approve~ disapprove award.

-:~(i!.tA t;(;I"'7
.RIC~lCONNfLY
Director .

------~


