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Vacaville, CA 95687 

RE: Disabled Veterans Business Enterprise (DVBE) #61779 

Dear Mr. Mosher: 

Thank you for presenting Dependable Petroleum Products, Inc. (DPP) business operation during our site 
visit on February 3, 2012. The purpose of the site visit to establish how DPP is performing a commercial 
useful function (CUF) as a certified DVBE. 

The definition of CUF is found in Military and Veterans Code. Military and Veteran Code 999(b )(5)(B) 
states: 

(B) ''Disabled veteran business enterprise contractor, subcontractor, or supplier" means any person or 
entity that has been certified by the administering agency pursuant to this article and that performs a 
"commercially useful function," as defined below, in providing services or goods that contribute to the 
fulfillment ofthe contract requirements: 

(i) A person or an entity is deemed to perform a "commercially useful function" ifa person or entity 
does all ofthe following: 

(I) (aa) Is responsible for the execution ofa distinct element ofthe work ofthe contract. 
(ab) Carries out the obligation by actually performing, managing, or supervising the work 

involved. 
(ac) Performs work that is normal for its business services andfunctions. 

(II) Is not further subcontracting a portion ofthe work that is greater than that expected to be 
subcontracted by normal industry practices. 

(ii) A contractor, subcontractor, or supplier will not be considered to perform a "commercially 
useful function" ifthe contractor's, subcontractor's, or supplier's role is limited to that ofan 
extra participant in a transaction, contract, orproject through which funds are passed in 
order to obtain the appearance ofa disabled veteran business enterprise participation. 

You thoroughly outlined how DPP facilitates the purchase and supply ofpetroleum products to prime 
contractors and DPP's role on a typical Caltrans project. The following summary encapsulates our 
understanding ofDPP's business model as you described it; 

I. 	 Bid Search and Preparation 
A. 	 You regularly search Caltrans' Office Engineers' website to locate projects that have DVBE goals, 

specifically those that require supply ofPaving Grade (PG) or Rubberized Asphalt Oil 
B. 	 You determine what type ofjob it is (Indexed or GAP Rated) and the amount ofpetroleum product 

required by reviewing the Bid Item Summary 
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required by reviewing the Bid Item Summary 
C. 	 You calculate the percent mix based on the type of oil, such as PG would be 0.55 percent mix and 

Rubberized at 6 to 7 percent- this helps you determine how much oil is required for the entire 
project 

D. 	You then send in your quote to prime contractors for the total amount ofthe asphalt oil required for 
the project, not just to cover the DVBE goal requirements 
1. 	 Your quotes includes the price of asphalt oil purchased from refinery 
2. 	 Freight charges involved, (number oftrucks involved, truckloads, etc) 

TI. 	 AwardedBid 

A. 	 Once an award is made which includes you as a supplier, prime contractors notify you ofthe 
successful bid 

B. 	 You then create a purchase order to a Caltrans authorized asphalt oil supplier (mostly refineries and 
oil dealers) where you source the asphalt oil from 

C. 	 At the commencement ofthe project, you receive a purchase order from the prime contractor for 
the supply ofproduct 

D. 	 DPP purchases asphalt oil from various refineries and transports the asphalt oil to processing plants 
operated by prime contractors throughout the state of California 

• 	 Sales Agreement The refinery or dealer then creates a Sales Agreement with you to lock in 
the price ofthe asphalt oil 

1. 	 Joint Checks - Ifthe purchase is via the use ofa Joint Check the refinery will create a Joint 
Check Agreement that is signed by DPP, prime contractor as well as the refinery/dealer 

2. 	 Line of Credit - In the case that the purchase ofthe oil is made with an established line ofcredit 
(LOC), DPP utilizes its LOC 

ill. 	Trucking 

A. 	 Based on the geographical location ofthe job, you use either your leased truck(s), or hire sub 
haulers to meet the delivery requirements 

• 	 You have two-year lease on two trucks that you lease from C&C Transportation since 
January of2011 

B. 	 Under the condition the prime requires the product, you dispatch tanker trucks to the refmery to 
collect the asphalt oil and transport it to prime contractor's batch plant 

C. 	 At the completion of the delivery, you create an invoice and send it to pr:ii:ne contractor 

IV. 	 Payment and Wrap up 

A. 	 You collect your freight cost from the prime 
1. 	 If the purchase is through the use ofyour line of credit with the refinery, the refinery with 

deduct the cost ofthe oil from your account electronically (EFI) 
2. 	 Prime contractors sends you a check (in most cases in the past these were joint checks) for the 

cost ofthe oil, which you then send to the refinery 
B. 	 You stated that your sole revenue for the business is from freight you solely charge for the 

transportation of the asphalt oil 
C. 	 You state that your price quote to the prime is the same as what the refinery/dealer quotes you

that is, ifthe price quote from the refinery at $648 per ton, you will sell it to prime contractor for 
$648 per ton at cost 
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B. 	 We also established that until the end ofthis month, you worked full time as an employee ofthe 
federal government at Travis Air Force Base, and spent approximately six to eight hours a day on 
DPP's business :functions 

C. 	 We also established that beginning the end ofthis month (02/2012), you will concentrate on DPP 
operation on a full time basis since you are retiring from federal services 

While we acknowledge that you have an extensive knowledge ofthe supply process and the products, 
however, based on the above explanations and our research of identical business operation, we conclude 
that Dependable Petroleum Products (DPP) merely acts as a "pass-through", and does not perform, 
supervise or manage the material or elements involved in contracts for the following reasons: 

• 	 DPP's revenue is from freight cost only, and not from the sale nor purchase ofthe Asphalt Oil 
• 	 The transfer ofAsphalt Oil from the refinery to contractors bears no financial benefit to DPP 
• 	 Normal industry practice is to have a Markup -the difference between the cost ofa good or 

service and its selling price- this is not the case with DPP's pwchase and sale ofAsphalt Oil 
• 	 DPP collects on the invoices from prime contractors and pays the refineries for the cost ofthe 

Asphalt Oil 
• 	 DPP receives a separate check from the prime contractor to cover the freight cost for the delivery of 

the product 
• 	 Prime contractor incorrectly gets credit for the price of oil it purportedly buys from DPP, when the 

only credit it should receive is for freight charges. 

Our finding is that, based on its business model, DPP' s role is that of an extra or unessential participant on 
Cal trans DVBE projects in the purchase and delivery of the material or elements. AB a result, DPP is not 
performing a CUF, therefore deemed as adding no value to Caltrans DVBE contracts. 

We have therefore determined that your firm is not providing a CUF and that DVBE credit will not be 
given beyond freight charges toward the DVBE goal on a Caltrans State funded contract when it comes to 
these products. 

Caltrans CEU is amiable to re-visit your firm to detennine ifwork classifications and updated information 
reflect actual practices. The time and date ofa re-visit will be based on availability ofCaltrans CEU staff. 

Caltrans does not provide an appeal hearing on determinations of commercially useful functions. 

Ifyou have questions or need further assistance or clarification, please contact Ryan Jeske, Contract 
Evaluation Analyst, CEU at (916) 324-0462 or email at ryanjeske@dot.ca.gov. 

Acting Deputy Director . 
;.:,··· -,·.Office ofBusiness and Economic Opportunity 

c: Janice Salais, Contract Evaluation Manager 

Ryan Jeske, Contract Evaluation Analyst 

Eric Mandell, Department of General Services 

Earl Seaberg, Office Engineer 
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