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Peter Mosher :
Dependable Petroleum Products, Inc.
312 Essex Place

Vacaville, CA 95687

RE: Dependable Petroleum Products (DPP) Commercially Useful Function (CUF)
Reconsideration

Dear Mr. Mosher:

I am responding to the recent reconsideration hearing of your business by our office to determine
if your firm performs a commercially useful function when supplying asphalt oil to prime
contractors on Caltrans projects.

I regret to advise you that after reviewing all the facts presented to me, I am upholding the initial
determination of Caltrans’ Contract Evaluation Unit (CEU); that DPP did not perform a CUF
when reselling asphalt oil to prime contractors. The CEU will, however, continue to count your
participation on projects for freight charges you collect for the deliveries.

As you are aware, on February 3 CEU conducted a review of your business, which included a site
visit, and assessed that DPP did not perform a CUF when providing services on Caltrans
projects. Details of these findings and determination were conveyed to you in our letter sent on
February 15. In essence, the CEU determined that there was no risk or benefit accruing to you
from the resale of asphalt oil. Given that the cost and risk associated with the purchase of asphalt
oil was covered by prime contractors with joint checks, your risk was limited to freight cost.

Your role, therefore, in the resale of asphalt oil, was deemed as that of an extra participant.

Following this determination, you requested a reconsideration of the findings by the CEU. On
March 9, you were provided an independent hearing to put forward your case before Mr. Kris
Kuhl, Caltrans Project Delivery Management Liaison. You appealed in person while your
attorney participated via a telephone bridge.

During the course of this hearing and the review, I am advised that while you were relying on
sub-haulers and the use of joint checks to fulfill your contractual obligations in the past, you have
since acquired long-term leases on two tankers that you use for distribution. Also, beginning this
year, you obtained lines of credit with a few of the refineries you do business with and, are in
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negotiations with other refineries. In addition, we were advised that while you have run your ‘
business on a part-time basis since 2009, you retired from Federal employment on February 28
this year, and you will hereafter perform the business on a full-time basis.

Further, you indicated that you were involved throughout the process, from finding projects to
negotiating price with refineries and delivering the product. Also, you stated that you have, at
least once in the past, incurred loss of approximately $18,000 when the sub-hauler you hired
delivered the wrong grade of oil and delayed a project. This led to the prime contractor charging
you for traffic control. However, I am told that the prime contractor was able to use the asphalt
oil for a different project and, there was no liability incurred on the asphalt oil. The above
findings lead us to conclude that while risks associated with the purchase and delivery of asphalt
oil were mitigated by prime contractors; you are taking steps to overcome this by changing your
business model.

Therefore, while at this time I am upholding the decision, I am inclined to instruct the CEU to
review your business operation within the next four months, and no later than July 31, 2012. I
am allowing this to ensure that the changes you are proposing can be verified through
documentation. This will allow both you and the CEU to have sufficient time to gather
documentation to reflect the changes you are proposing to your business operations. These
changes could include, but not be limited to; evidence of purchase and payment for asphalt oil
from your business account as opposed to joint checks, marking up price of asphalt oil similar to
other suppliers of the product, bills of lading documents for the delivery of asphalt oil from the
refinery to project sites, and evidence of insurance coverage for the risk of loss of asphalt oil.
The CEU will also work with Caltrans resident engineers on projects to verify delivery of
products.

I would like to thank you for cooperating with my staff throughout the review and

reconsideration process, and trust you will continue to work with Caltrans to have this resolved.

Sincerely,

BLANCA RODRIGUEZ: :

Acting Deputy Director
fice of Business and Economic Opportunity

c: Office Engineer
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