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CITY COUNCIL AGENDA ITEM 
  

Date:  December 14, 2015 
 
To:   Brian Kischnick, City Manager 
  
From:  MaryBeth Murz, Purchasing Manager 
  Timothy L. Richnak, Public Works Director 
  Brian Varney, Superintendent of Fleet Maintenance 
 
Subject: Standard Purchasing Resolution 4:  Cooperative Contract Award - Michigan Intergovernmental 

Trade Network (MITN) Gasoline and Diesel Fuel 
 
 

 
 
History 

 The City of Troy purchases approximately 160,000 gallons of gasoline and 80,000 gallons of diesel fuel 
annually to power the City’s fleet of vehicles and equipment.   

 This commodity is currently being purchased via a Michigan Intergovernmental Trade Network (MITN) 
cooperative bid that includes 18 member municipalities situated in Macomb, Oakland and Wayne 
County.  Cumulatively, approximately 3,000,000 gallons of gasoline and 1,230,000 gallons of diesel fuel 
are purchased annually through this MITN cooperative bid. 

 The bid is structured so MITN members pay for fuel based on the per gallon wholesale rack average as 
published daily by the Oil Price Information Service (OPIS), plus a delivery fee (bid factor) per gallon.  
Bid award is based on the lowest factor quoted per type of fuel delivery plus the OPIS daily average for 
Detroit, Michigan. 

 The current contract expires January 31, 2016. 
 
Purchasing 

 Gasoline and diesel fuel are purchased and delivered by truck transport for quantities of fuel greater 
than 5,000 gallons, and by tank wagon for quantities less than 5,000 gallons.   

 The bid is structured so MITN members pay for fuel based on the per gallon wholesale rack average as 
published daily by the Oil Price Information Service (OPIS), plus a delivery fee (bid factor) per gallon.  
Bid award is based on the lowest factor quoted per type of fuel delivery plus the OPIS daily average for 
Detroit, Michigan. 

 Sterling Heights hosts this MITN cooperative bid. 

 October 13, 2015 five (5) bids were received for the cooperative purchase of truck transport and tank 
wagon deliveries of gasoline and diesel fuel. 

 November 17, 2015 the Sterling Heights City Council approved the split award for the truck transport 
portion of the bid to RKA Petroleum, Inc. and Ports Petroleum Co., Inc., and for the tank wagon portion 
of the bid to RKA Petroleum, Inc. and Atlas Oil Company; low bidders meeting specifications for two (2) 
year requirements of gasoline and diesel fuel with an option to renew for two (2) additional years. 

 By awarding to the low two bidders for truck transport and tank wagon deliveries, the City will be able to 
leverage the bid results and purchase fuel at the lowest cost, depending on the commodity and quantity 
being ordered. 
 
 

stewartc
Text Box
J-04c



 

 

2 

 

CITY COUNCIL AGENDA ITEM 
 

 Since gasoline prices cannot be held firm, this method allows both parties to enter into an adjustable 
contract for a lengthy period of time.  Wholesale fuel prices charged to the City through this cooperative 
bid may fluctuate daily based on market conditions and are considerable lower than consumer pump 
prices as evidenced in the examples below.   

 Qualifying governmental entities are tax exempt, however Federal LUST (Leaking Underground 
Storage Tank) taxes, Michigan UST (Underground Storage Tank) fees, and Federal Environmental 
recovery and protection fees are payable, and total $0.01165/gallon.  These allowable taxes/fees are 
included in all bid pricing. 

 For comparative purposes, the following breakdown compares the pricing per gallon for truck transport 
and tank wagon deliveries of fuel available to the City under the low bids as compared to consumer 
pricing.  Wholesale pricing was based on the OPIS Detroit Rack Average on October 6, 2015. 

 
     Truck Transport (>5,000 Gallon Deliveries) 
    10/6/2015     Bid Factor     Comparative 
    OPIS Price     Delivery Fees Total Delivered Consumer Retail 

Fuel Type   per Gallon     per Gallon*  Price per Gallon Price per Gallon 
 

Unleaded Reg. Gasoline $1.8353     -$0.0243**  $1.8110  $2.428 
 
ULS Diesel #2  $2.0928     -$0.0293**  $2.0635  $2.679 

 
*Includes State & Federal fees per gallon 
 
**For the first time ever, bids were received that reflect negative (-) factors for the truck transport deliveries.   
This negative factor applies only to the larger truck transport deliveries, not the smaller volume tank wagon 
deliveries.  These negative bid factors can best be explained as the ‘sharing of a volume discount provided 
to the vendor from the fuel terminals’.  The vendors buy a high volume of fuel from the terminals and as a 
result, have favorable pricing agreements with the terminals.  With the intent of being awarded a bid and in 
order to be as competitive as possible, vendors passed along savings offered by the terminals in the form 
of a negative factor.  If awarded, the gallons of fuel included in this cooperative bid advances the vendors’ 
objective of meeting their threshold of fuel needed to secure favorable pricing from the fuel terminals. 

 
     Tank Wagon (>5,000 Gallon Deliveries) 
    10/6/2015     Bid Factor     Comparative 
    OPIS Price     Delivery Fees Total Delivered Consumer Retail 

Fuel Type   per Gallon     per Gallon*  Price per Gallon Price per Gallon 
 

Unleaded Reg. Gasoline $1.8353     -$0.0848  $1.9201  $2.428 
 
ULS Diesel #2  $2.0928     -$0.0995  $2.1923  $2.679 

 
*Includes State & Federal fees per gallon 

 

 Truck Transport – RKA Petroleum is one of two incumbent truck transport vendors and their past 
performance has been very good.  RKA is also a current vendor for the State of Michigan cooperative.  
Ports Petroleum Co., Inc. is a new vendor for the City.  They are located in Wooster, OH and are 
licensed to sell and transport fuel in 26 states.  Ports Petroleum utilizes a fleet of their own trucks as 
well as contractual carriers to deliver their fuel products.  References for both of the truck transport 
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 vendors were checked and proved to be positive.  Ports Petroleum is being recommended for fuel 

deliveries under a separate bid by Macomb County. 

 Tank Wagon – Atlas Oil Company is the incumbent tank wagon vendor and has performed well with 
this cooperative over the past four years.  Atlas Oil delivered fuel for this cooperative from 2003 to 
2007.  As indicated above, RKA Petroleum has successful provided truck transport delivery for the 
MITN cooperative.  References proved favorable for both. 

 
Financial 

 It is estimated that the City will purchase 160,000 gallons of unleaded gasoline and 80,000 gallons of 
diesel fuel.  Gasoline and diesel fuel is purchased on an as needed basis.   

 Gasoline and diesel fuel cost history is listed as follows, which reflects a decrease costs: 
 

     Diesel   Unleaded  Total    
  2013/2014  $239,615  $394,859  $634,473 
  2014/2015  $153,444  $361,507  $541,951 
  2015/2016 YTD $37,162  $117,320  $154,482 
 

 Funds for the purchase of gasoline and diesel fuel are budgeted in the amount of $700,000.00 and 
available in the Equipment, Operations and Maintenance – Fuel Operating Budget. 

 
Recommendation 
City management recommends the award of the bid for truck transport and tank wagon deliveries of unleaded 
gasoline and diesel fuel to the following low bidders meeting specifications for two (2) year requirements, with 
the option to extend the terms and conditions an additional two years upon mutual consent as detailed below 
as a result of a bid process through the City of Sterling Heights for MITN Purchasing Cooperative members 
including Troy at factors and prices contained in the original bid tabulation opened October 13, 2015 with the 
contract expiring January 31, 2018. 
 

Truck Transport Deliveries: 
1. RKA Petroleum Companies of Romulus, MI 
2. Ports Petroleum Co., Inc. of Wooster, OH 

 
Tank Wagon Deliveries: 

1. RKA Petroleum Companies of Romulus, MI 
2. Atlas Oil Company of Taylor, MI 

 
 




