OPERATIONS COMMITTEE

JUNE 19, 2002

SUBJECT:
ULTRA LOW SULFUR DIESEL FUEL

ACTION: 
AWARD CONTRACT FOR ULTRA LOW SULFUR DIESEL FUEL

RECOMMENDATION

Authorize the Chief Executive Officer to award a two-year contract under Bid 04-0216 to BP West Coast Products, the lowest responsive and responsible bidder for Ultra Low Sulfur Diesel Fuel for an amount not to exceed $9,286,335, inclusive of sales tax.

RATIONALE

The California Air Resources Board (CARB) will require use of Ultra Low Sulfur Diesel Fuel for transit buses beginning July 1, 2002.

Diesel fuel is required for the operation of the MTA’s fleet of buses and non-revenue vehicles.  In FY02 there were 596 diesel buses in the system and 76 non-revenue vehicles that operate on diesel fuel.  157 diesel buses are expected to be retired in FY03.  In addition, there are 21 diesel buses used in instruction and there are a number of stationary units such as emergency generators and compressors that run on diesel fuel.  Although the diesel buses are being retired as the new CNG buses are received, there will continue to be a requirement for diesel fuel.

Diesel buses operate throughout the MTA system and are currently stationed throughout the sectors as follows:

	San Fernando Valley Service Sector
	San Gabriel Valley Service Sector
	Gateway Cities Service Sector
	Southbay Service Sector
	Westside/Central Service Sector

	105
	164
	184
	42
	101


The contract provides up to approximately 6 million gallons of low sulfur diesel fuel per year at current Oil Price Information Service (OPIS) pricing.  Since this is a requirements contract, MTA will only expend approximately 5 million gallons in FY03.  The FY03 budget estimates approximately 20 million miles for diesel buses, down 7 million miles from FY02 due to the retirement of 157 diesel buses.  Additionally, FY02 estimated average fuel cost is approximately $0.80/gal and the bid unit price provided in this contract is $0.7742/gal.

FINANCIAL IMPACT

Funding of $3.9 million for this procurement is included in the FY03 budget in Account Number 50401 at each operating division under project number 300011, Bus Operations.  Since this is a multiple year contract the Cost Center Manager and the Deputy Chief Executive Officer will be accountable for budgeting the cost in future years.  As of April 30, 2002 in FY02, $5.79  million has been expended in this category.

ALTERNATIVES CONSIDERED

The alternative is not to purchase Ultra Low Sulfur Diesel Fuel.  Staff does not recommend this as Ultra Low Sulfur Diesel Fuel must be purchased to comply with the California Air Resources Board (CARB) requirement and to continue operating the MTA’s fleet of buses, non-revenue vehicles and stationary equipment.

ATTACHMENTS: 
A. Procurement Summary, Attachment A

B. Procurement History, Attachment A-1

C. List of Subcontractors, Attachment A-2

D. Bid Tabulation, Attachment A-3

Prepared By:
O. Ojong, Buyer



R. Bachman, Purchase Contract Manager

	

	John B. Catoe, Jr.

Deputy Chief Executive Officer

	

	Roger Snoble

Chief Executive Officer


BOARD REPORT ATTACHMENT A

PROCUREMENT SUMMARY 

ULTRA LOW SULFUR DIESEL FUEL

	1.
	Contract Number:  04-0216

	2.
	Recommended Vendor: BP West Coast Products, Long Beach, CA

	 3.
	Cost/Price Analysis Information:

	
	A. Bid/Proposed Price:

$9,286,335
	Estimated Amount 

$12,158,000

	
	B. Details of Significant Variances are in Attachment A-1.D

	4.
	Contract Type:  Variable Price

	5.
	Procurement Dates: 

	
	A.  Issued:  03-08-2002

	
	B.  Advertised:  03-09-2002

	
	C.  Pre-proposal/Bid Conference:  03-25-2002

	
	D. Proposals/Bids Due: 04-16-2002

	
	E. Pre-Qualification Completed: Yes

	
	F. Conflict of Interest Form Submitted to Ethics: 05-30-2002

	6.
	Small Business Participation: 

	
	A.  Bid/Proposal Goal:

10% DBE
	Date Small Business Evaluation Completed:

05-29-2002

	
	B.  Small Business Commitment:  16.41%

	7.
	Invitation for Bid/Request for Proposal Data:

	
	Notifications Sent:

89
	Bids/Proposals Picked up:

7
	Bids/Proposals Received:

7

	8.
	Evaluation Information:

	
	A. Bidders/Proposers Names:

1. BP West Coast Products

2. Petro-Diamond

3. Southern Counties Oil

4. Schwartz Oil

5. Merit Oil

6. RTS Oil

7. Patten Energy Enterprises


	Bid/Proposal Amount:

$9,286,335

$9,342,192

$9,364,708

$9,582,074

$9,597,662

$9,661,313

$9,718,682
	Best and Final Offer Amount:

N/A



	
	B. Evaluation Methodology:  Details are in Attachment A-1.C

	9.
	Protest Information: 

	
	A.  Protest Period End Date:  6-26-02

	
	B.  Protest Receipt Date:  TBD

	
	C.  Disposition of Protest Date:  TBD

	10.
	Contract Administrator:

Otto Ojong
	Telephone Number:

213-922-1454

	11.
	Project Manager:

Cheryl Brown
	Telephone Number: 

213-922-4472


BOARD REPORT ATTACHMENT A-1

PROCUREMENT HISTORY

ULTRA LOW SULFUR DIESEL FUEL

A.  Background on Contractor

The responsive and responsible low bidder, BP West Coast Products, formerly known as ARCO is located in Long Beach, California, and has been in the petroleum business since 1866.  In the past, BP West Coast Products has provided satisfactory service and delivery of fuel to the MTA.

B.  Procurement Background
In accordance with the MTA’s Procurement Policies and Procedures, Equipment Engineering performed a technical evaluation.

For pricing purposes the bid was split into three bid areas in consideration of transportation costs and to provide additional opportunity for DBE participation.  The bid areas cover the bus divisions based on a very broad grouping of geographic locations within the MTA’s service area as follows:


Bid Area #1:
Divisions 2, 3, 8, 10, and 15


Bid Area #2:
Divisions 9, and 18


Bid Area #3:
Divisions 1, 5, 6, 7, and RRC

All bidders were determined to be compliant with the specifications, therefore, staff recommends award to the lowest, responsive, responsible bidder BP West Coast Products.

The Diversity and Economic Opportunity Department (DEO) has established a 10% Disadvantaged Business Enterprise (DBE) goal for this contract.  The recommended awardee, BP West Coast Products, committed to 16.41%.

C.  Evaluation of Bids/Proposals
Bidder #1
BP West Coast Products in the amount of $9,286,335 is in full compliance to the technical and the bid specifications and has committed to a 16.41% DBE goal.

Bidder #2
Petro-Diamond in the amount of $9,342,192 is in full compliance to the technical and the bid specifications and has committed to a 18.71% DBE goal.

Bidder #3
Southern Counties Oil in the amount of $9,364,708 is in full compliance to the technical and the bid specifications and has committed to a 18.32% DBE goal.

Bidder #4
Schwartz Oil in the amount of $9,582,074 is in full compliance to the technical and the bid specifications and has committed to a 59.45% DBE goal.

Bidder #5
Merit Oil in the amount of $9,597,662 was found to be non-responsive to the DBE goal requirement.

Bidder #6
RTS Oil in the amount of $9,661,313 is in full compliance to the technical and the bid specifications and has committed to a 60.00% DBE goal.

Bidder #7
Patten Energy Enterprises in the amount of $9,718,682 is in full compliance to the technical and the bid specifications and has committed to a 40.25% DBE goal.

D.
Cost/Price Analysis/Explanation of Variances

Table 1 Analysis

	Bid Item
	Bidder
	Total Bid Amount
	Historical Price

	Ultra Low Sulfur Diesel Fuel
	BP West Coast Products
	$9,286,335
	$9,582,000

	
	
	Total Variance
	($295,665)


Table 2 Analysis

	Bidder
	Quantity
	Type
	Bid Unit Price
	Historical Unit Price
	Variance Unit Price

	BP West Coast Products
	12,000,000 gals.
	Ultra Low Sulfur Diesel Fuel
	$.7742/gal*
	$.7985/gal
	($0.0243)


*Price per gallon is subject to weekly adjustment based on market prices as reported in the Oil Price Information Service publication.
The recommended price per gallon of $.7742 has been determined to be fair and reasonable based upon selection of the lowest responsive and responsible bidder.

The bid per gallon price is subject to weekly price adjustments to reflect current market pricing as published by the Oil Price Information Service (OPIS).  The weekly adjusted per gallon price will be established from the OPIS current weekly pricing plus a fixed differential rate of $0.05, plus oil spill fee, a fixed transportation charge of $0.0046 and sales tax.  When the contract is awarded the adjusted ultra low sulfur diesel per gallon price will reflect the OPIS published pricing.

BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS

ULTRA LOW SULFUR DIESEL FUEL
PRIME CONTRACTOR  - BP West Coast Products
Small Business Commitment

Merrimac Petroleum

Total Commitment – 16.41%
Ultra Low Sulfur Diesel Fuel

2

