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  29 SEPTEMBER 2002
NAVAL PETROLEUM OFFICE NOTICE 4265

Subj:  REVISED DOD STANDARD PRICES AND PRICING GUIDANCE FOR

       PETROLEUM PRODUCTS (COGNIZANCE 9X AND 1B MATERIAL)

Ref:   (a) NAVPETOFF FT BELVOIR VA 251909Z JUL 02

       (b) NAVPETOFFINST 4100.1A dtd 29 Aug 96

       (c) DoD 7000.14-R, Financial Management Regulation, Volume

           11B, Chapter 55, paragraphs D4 and I, dtd Dec 94

Encl:  (1) FY 03 Standard Price Data for 9X and 1B Cog Items

1.  Purpose.  To supplement information provided in reference (a) by publishing standard prices, effective 1 October 2003, for bulk petroleum products and to provide pricing guidance for cognizance 9X and 1B material.

2.  Discussion

    a.  Each fiscal year the Office of the Comptroller of the Department of Defense (Program/Budget) sets standard prices for national stock numbered items.  The prices are based on national fiscal policies, logistic costs and market projections.  Prices for petroleum products are forwarded to the Defense Energy Support Center (DESC) for further distribution to the Military Services.  Enclosure (1) provides a list of all Navy, Marine Corps and Military Sealift Command petroleum products and their standard prices for FY03.  The standard price for Fuel Oil, Reclaimed (FOR) is also included.  Utilization of FOR is addressed in reference (b).

    b.  Standard prices are established to provide stability in budgetary processes and are developed well in advance of the budget execution year.  The prices for petroleum products include costs associated with procurement, distribution, storage and operations, maintenance, repair and environmental projects, and DESC’s overhead.  During periods of extreme world market fluctuations, the change in standard price lags the cost of delivered fuel by a substantial margin.  In a falling market, activities frequently perceived that they could realize "windfall monies" by locally procuring fuel and avoiding the charge at standard price to their operating funds.  The opposite is true in a rising market.  Because of these fluctuations, DoD established fuel price stabilization regardless of procurement method (i.e., local versus centralized).

    c.  Reference (c) provides pricing guidance for the purchase and resale of fuel products.  The sale of products that have been procured by DESC and for which DESC bills the Navy are transacted 
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at the DESC standard price.  Examples of such transactions include purchases from DESC bulk stocks and purchases using DESC into-plane, bunker, and CONUS post, camp and station (PC&S) contracts.  Local purchases from commercial fuel sources and purchases against DESC contracts not centrally billed by DESC to Navy, such as overseas PC&S contracts, are transacted as follows:

        (1) Activities having access to the Navy Working Capital Fund (NWCF) Budget Project (BP) 38 centrally managed allotment or holding a specific BP 38 allotment will utilize only those funds to finance the procurement of bulk fuel at contract price.  Subsequent sales to end-users will be conducted at the DESC standard price.  The difference between the two prices will be "washed" through the NWCF.  This is accomplished by the NWCF paying the actual acquisition costs and then in-turn billing the activity or user at the standard price.  NWCF replaced the Defense Business Operation Fund in 1997.

        (2) Activities without access to BP 38 funds will purchase from commercial sources at receipt price shown on the vendors’ invoice.  Subsequent sales to end-users will be conducted at a local standard price established following reference (c) guidance.  Normally, all recurring local procurements shall be assigned a local standard price which includes any retail level recovery element (inventory expenses), except when the volume of local procurements of an item does not justify the assignment of a local standard price.  In those cases, a local purchase of such a nonstandard item shall be priced based upon procurement cost plus any retail level cost recovery element.

    d.  Due to DESC capitalization of Air Force activities, there is no longer a separate Air Force surcharge on top of the standard price when refueling from Air Force activities.

    e.  DESC has established a separate standard price for local purchase of commercial jet fuel at commercial airports where there are NO DESC into-plane contracts.  There is a difference of $0.48 cents when not lifting fuel from a DESC into-plane contractor.

3.  Action.  Utilize enclosure (1) and references (a) through (c), as appropriate, to determine prices applied to petroleum transactions.  Addressees are requested to give enclosure (1) widest dissemination to local customers.
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4.  Information.  Additional information regarding standard fuel prices is available from the Naval Petroleum Office website www.navpetoff.navy.mil or from Naval Petroleum Office (Code FMA), 8725 John J. Kingman Road, Suite 3724, Fort Belvoir, VA 22060-6224.  Recommendations for changes to this instruction may also be submitted to the above address.  Telephone numbers are:  Defense Switching Network (DSN) 427-7354 or commercial 703-767-7354; FAX DSN 427-7389 or commercial 703-767-7389.  Message address is NAVPETOFF FT BELVOIR VA//NPO//.  The e-mail address is sherry_winkler@navpetoff.navy.mil.
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Distribution:

SNDL:  21A; 22A; 23; 24; 25A; 26A; 26E; 26J; 26K; 26X; 28; 29; 30; 31; 32; 39D; 39E; 41A; 41B; 41C; 41D; 41J; 42A; 45A2; 46B; 46C1; 46H; 46M2; 50A (CINCUSACOM, USCINCPAC, USCINCCENT and USCINCEUR only); A1F; A2A (CNR only); A3 (Code N413 only, 2 copies); B1B (DOD/COMP only); B5 (COMDT Washington DC only, 4 copies); C4EE; C28F; C31A; C31C; C83A; C84A (Patuxent River lab only); FA5; FA6; FA7; FA10; FA13; FA18; FA24; FA46; FB6; FB7; FB10; FB13; FB15; FB28; FB30; FB34; FB42; FB44; FB48; FB54; FC5; FC6; FC7; FC14; FE4 (Groton, Naples, Norfolk, Pearl Harbor, Pensacola, and Rota only); FF1; FF38; FF38A; FKA1F (9 copies); FKA1G; FKM9 (4 copies each); FKM11; FKM14; FKM17; FKM18; FKM30; FKN4; FKP1E; FKP4E; FKP7; FKP8; FKR1A; FKR6A (Patuxent River only); FKR6C; FKR7A; FR3; FR4; FR5; FR9; FT1; FT2; FT6; FT28; FT31; FT55; FT79; FT90; FT104; V3; V4; V5; V16; V17; V23

University of Kansas, School of Business, Summerfield Hall, Lawrence, KS 66045

Marine Corps Petroleum Office, Petroleum Water Department, 1241 Grant Avenue, Fort Lee, VA 23801-1801
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