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Defense Logistics Agency 
~-DEFENSE ENERGY SUPPORT CENTER I~ 

Defense EnJergy Support Center 
, 
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Defense Energy Support Center 
L ~ OfFENSE ElEROY SUP!'OAT CENmI ..!:::. 

Mission: 

Vision: 

Values: 

To Provide the Department of Defense and Other 
Government Agencies with Comprehensive Energy 
Solutions in the Most Efficient and Economical 
Manner Possible! 

Our Customers First Choice for Energy Solutions 

• People 
• Service 
• Excellence 
• Innovation 
• Trust 

Unclassified 2 
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Enterprise 
( 

Military Fuel FY08 
• Inventory 59.5M barrels 
• Storage locations 632 
• Transactions 23.6M 
• Barrels sold 132.5M 
• Fuel Cards $230M 
• Aerospace Energy Sales $54M 

Petroleum Sales 

• FY05 Net Sales 132.5M barrels - $ 8.5B 

• FY06 Net Sales 133.9M barrels - $12.7B 

• FY07 Net Sales 132.4M barrels - $12.6B 

• FY08 Net Sales 132.5M barrels - $17.5B 

• FY09 Projection 130.0M barrels - $15.0B 

Foreign Military Sales 

• FY08 Net Sales 4M barrels - $512.1 M 

~ DU£~ENEP;GVsUPi>oiRiCEiirt~--.!::: 

Expanding Energy Solutions 
• $489.6M Natural Gas Business 
• $477.5M Electricity Business 
• $73.7M Coal Business 
• $2.9M Renewables 
• $706M Estimated Utility Privatization Awards 

(multi year awards) 

Forward Presence FY08 
• HOC - Co-located wI 3 Service Control Points 

- Approx 750 personnel 
·4 Geographic Regions 

- Approx 225 personnel 

Personnel On Board FY08 

• Civilians 921 

• Military 61 

Unclassified 3 
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Defense Log istics Agency 

Defense Energy Support Center 
r::= - --

Alaska Fischer-Tropsch 
Synthetic Fuels Pilot Program 

Mr. Mark K. Iden 
Deputy Director Operations 
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Agenda Items 
=======~================== 

First Day: 

• Alaska Pilot Program Overview 

• DESC Fuel Support in Alaska: Current & Future 

• Contracting Issues 

• Proposal, Procurement and Negotiation Processes 

• Pricing / Financial Issues 

• Quality / Environmental Considerations 

Second Day: 

• Break Out and One-on-One Sessions 

Unclassified 
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Defense Logistics Agency 
Defense Energy Support Center 

Alaska F-T Synthetic Fuels Pilot Program 

• Location/Fuel Type 

- State of Alaska (JP8, and possibly other jet/diesel requirements?) 

• Multi-Year Contract 

- Minimum of 5 years 

. • Synthetic Fuel (Fischer-Tropsch Process) 

- Feedstock neutral 

1 • 50:50 Blend 

- Require blended fuel as contract deliverable 

, • Competitively Priced 
I 

• Complies with Environmental Standards 

- Section 526 Life-cycle Green House Gas Requirements 

Unclassified 6 
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Defense Logistics Agency 
Defense Energy Support Center 

~ IIEHNSE ENERGY SUWORT tafl£lI a: 

Background 

• 000 level program focusing on alternative/renewable fuels 

• DESC/military service coordinated approach on Alaska F-T 
synthetic fuels pilot program 

- USAF previously identified goals 

• Certify all platforms by 2011 

• 50% of the domestic aviation fuel requirement using 50:50 blend 
by 2016 

• DESC has conducted two Requests for Information (RFI) with 
Industry 

- May 2006 (28 responses received) 

- Sep 2007 (9 responses received) 

Unclassified 7 
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Defense Logistics Agency 
Defense Energy Support Center 

Background (Cont'd) 

• DESC short term acquisition (certification/testing) 

- Shell Malaysia contract (GTL Syn Fuel) 

• Jun 2006 - 315k USG 

- Two SASOL contracts (CTL Syn Fuel) 

• Jun 2008 60k USG 

• Jul 2008 335k USG 

• DESC long term acquisition strategy (sustainment) 

- First step is Alaska pilot program 

- Domestic production capability 

- Expansion to CONUS requirements 

Unclassified 8 
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Defense Logistics Agency 
Defense Energy Support Center 

Why Do This? 

• Driven by energy security concerns 

• Utilization of domestic resources 

• Environmental considerations 

• Get ahead of customer requirements 

Who Could Do This? 

• Existing suppliers 

• New synthetic fuel production suppliers 

• Partnerships 

Unclassified 9 
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Requirements 
=============~====================================~ 

Ft. W<>inu 

Eielson AFB C; Flint Hills Refinery 
Petro Star Refinery 

.Elmendo 
DFSP Chevron (Ailch0'!llg 

Refinery 

., USCG Kodiak 

Unclassified 

Bulk Fuel Annual Requirements 

Location Product Volume 

(gallons) 

ANG Kulis Fld JP8 2,500,000 
(Anchorage) 

Eielson AFB JP4 50,000 

(*) JP8 22,000,000 

Elmendorf AFB JP8 42,000,000 

Fort Greeley JP4 500,000 

Fort Richardson JP4 200,000 

JP8 200,000 

Fort Wainwright JP4 1,000,000 

JP8 300,000 

USCG Kodiak I JP5 3800000 

(*) Requirements currently under separate 

Eielson AFB Coal-To-Liquid Initiative 

10 
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Defense Logistics Agency 
Defense Energy Support Center 

Next Steps 

• Alaska F-T Synthetic Fuels Industry Summit 

- Explain pilot program approach 

- Solicit input / comments 

• Refine acquisition strategy 

- Finalize acquisition approach 

- Finalize acquisition timelines 

• Issue solicitation (RFP) 

• Evaluate offers 

• Award contract 

• Timeline for product delivery 

Unclassified I I 
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Notional Timeline 
.....;-I D£WISE ENEOOY SIIPPORT CEIITER ~ 
~ ...... 

Issue Solicitation June 1,2009 

Close Solicitation July 30, 2009 

Initial Evaluation August 1,2009 - August 30,2009 

Negotiations Close September 15, 2009 - October 30, 2009 

Final Evaluations Complete November 30, 2009 

Contract Award December 30,2009 

First Delivery December 2014 
---------------------

Unclassified 12 
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Industry Summit Summation 

Purpose of Conference Achieved! 

-Gather DoD, Industry, and State/Local Political 
Officials to Discuss DESC Alaska Synthetic Fuel 
Initiative 

-90+ Attendees the first day 
-45+ Attendees the second day 

-Solicit Feedback on DESC Planned Approach 
-10 Take Away Issues in 3 Broad Categories 

-Follow-On Session with Alaska State Legislators 
-Follow-On Coordination Between DESC and USAF 
-Refine Acquisition Strategy and Plot Course Ahead 

Unclassified 13 
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Take-Away Issues 

-Defining the Requirement 
-Quantity/Location 
-Commercial Sector Requirements 
-Feedstock SourcelPlant Location Restrictions 
-Eielson AFB Requirements 

-Structuring the RFP for Success 
-Section 526 Model 
-Quality/Technical Criteria 
-Contract Length 
-Contract Pricing Structure 

-How to Proceed 
-Establish Timeline for Acquisition 

-Pre-Feasibility/Down Select Process 

· Unclassified 

~ DEFENSE ElCEIIGY SUIWIff CEHWI ~ 

14 



N 

"" I-' 

"" 

Areas for State Assistance 
====::J '"" D£F£JtU: VlVlGY $\W'PORT CENTEIl ~ L _ ~ 

-Financial Incentives to Industry to Participate 
-Tax Credits/Incentives 
-Loan Guarantees 

-Encouragement to Commercial A viation Industry 
-Incentives for Participation 
-Price Considerations 

-Streamlining Regulatory Requirements 
-Permitting/Easements 
-Environmental Standards 

Unclassified 15 
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Bulk Fuel Overview 
= 

Major Programs 

~ Inland/East/Gulf Coast (lEG) • Western Pacific (WESTPAC) 

- One-year contract cycles: Apr-Mar - One-year contract cycles: Jan-Dec 

- Approx. 1.78 USG - Approx. 18 USG 

- Approximately $3.68 - Approx. $4.38 

• Rocky Mountain/West (RM/w) • Atlantic/European/Mediterranean (AEM) 
- One-year contract cycles: Oct-Sep - One-year contract cycles: Jul-Jun 

- Approx. 18 USG - Approx. 491 M USG 

- Approximately $2.78 - Approx. $1.38 

4/6/2009 17 
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DESC Americas 

... .fhevron 1 ? 10 '" ,<.t- 'I!rv.~couver , Lhcvton 2 I.:tJ ,,"oL~, _ 

, "I8aho 
• 'Holly Corp 

.KM·~orllJ.·· 
l:\vesl ElIsjet 00 
.• E'asl 

.J4~;.y~dr~ 
San Clemente ~ ~ 

San Nicholas 

l~ .... -oi\' 

Alamogordo 

• 5 Time Zones (West Coast Lesser 
• 392 DFSPs 
• 14 Major Pipeline Distribution Systems 
• Fuel delivered annually - 3.2B USG 
• 38/38 - Suppliers / Contracts (FY08) 
• $4.9 Billion - Value of Contracts (FY08) 
• 2,045 - Accounts 
J 9,000 to 11,000 - Movements/Month 
• 400,000 to 550,000 - Transactions/Month 

FtHool 

Explorer 
Magellan 
~ 2i-">~"-'::::' 

DFSP Locations: 4 
Forward Operating Locations: 4 

Bunker Locations: 35 
Into-Plane Locations: 38 

l.l: ,f,l"-=~~' Carteret 

Ii DFSPs 

.J... 
Barge 
Load/Receipt 
Locations 

Tanker 
-C .... -- ;':',' Load/Receipt 

Locations 

18 
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Environmental Considerations 
= ~ O£fENSEEl£R(;VS\lWORTCENTtl\ ~ 

• Energy Independence and Security Act 

- Section 526 
• No Federal agency shall enter into a contract for procurement of an 

alternative or synthetic fuel, including a fuel produced from 
nonconventional petroleum sources, for any mobility-related use, 
other than for research or testing, unless the contract specifies that 
the lifecycle greenhouse gas emissions associated with the 
production and combustion of the fuel supplied under the contract 
must, on an ongoing basis, be less than or equal to such emissions 
from the equivalent conventional fuel produced from conventional 
petroleum sources. 

Unclassified 19 
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MIL-DTL-83133F 

TABLE 2. Chemical and physical requirements and test methods 
for JP-8 with up to 50 percent SPK blend component 

Property Min Max Test Methods 
ASTM Standards 

Color, Saybolt 0156 or 0 6045 
Total acid number, mg KOH/gm 0.015 03242 
Aromatics, vol percent 8.0 25.0 01319 
Olefins, vol percent 5.0 01319 
Sulfur, total, mass percent 0.30 o 129, 0 1266, 0 2622, 

03120,04294 2
, or 0 5453 

Sulfur mercaptan, mass percent or 0.002 03227 
Doctor test negative 04952 
Distillation temperature, ·C 0 086 

Initial boiling point 1 

10 percent recovered (T10) 157 205 
20 percent recovered 1 

50 percent recovered (T50) 168 229 
90 percent recovered (T90) 183 262 
Final boiling point 300 

~ 

T50 - T10 15 
T90 - T10 40 
Residue, vol percent 1.5 
Loss, vol percent 1.5 

Flash point, ·C 4 38 68 o 56, 0 93 2, or 0 3828 
Density 01298 or 0 4052 2 

Density, kg/L at 15·C or 0.775 0.840 
Gravity, API at 60·F 37.0 51.0 

Freezing point, ·C -47 02386 ,05972,07153, or 
07154 

Viscosity, at -20·C, mm2/s 8.0 0445 
Net heat of combustion, MJ/kg 42.8 o 3338, 0 4529, or 0 4809 ' 
Hydrogen content, mass percent 13.4 03343 or 0 3701 2 

Smoke point, mm, or 25.0 01322 
Smoke point, mm, and 19.0 01322 
Naphthalenes, vol percent 3.0 01840 

Calculated cetane index 1 0976 5 or 0 4737 
Copper strip corrosion, 2 hr 
at 100·C (212·F) No.1 0130 
Thermal stability 03241 • 

change in pressure drop, mm Hg 25 
heater tube deposit, visual rating <3 7 

10 
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MIL-DTL-83133F 

TABLE 2. Chemical and physical requirements and test methods 
for JP·8 with up to 50 percent SPK blend component - Continued 

Property Min Max Test Methods 
ASTM Standards 

Existent gum, mg/100 mL 7.0 0381 

Particulate matter, mglL 8 1.0 o 2276 or 0 5452 2 

Filtration time, minutes 8 15 
Water reaction interface rating 1 b 01094 
Water separation index 9 o 3948 or 0 7224 2 

Fuel system icing inhibitor, vol percent 0.10 0.15 05006 'v 

Fuel electrical conductivity, pS/m 02624 

Lubricity, wear scar diameter, mm .0.85 05001 

NOTES: 
L 

1. To be reported - not limited. 
2. Referee Test Method. 
3. A condenser temperature of 0" to 4"C (32" to 40"F) shall be used for the distillation by ASTM 0 86. 
4. ASTM 056 may give results up to 1"C (2"F) below the ASTM 0 93 results. ASTM 0 3828 may give results up to 

1.7"C (3"F) below the ASTM 0 93 results. Method IP170 is also permitted. 
5. Mid-boiling temperature may be obtained by ASTM 0 86 to perform the cetane index calculation. ASTM 0 86 

values should be corrected to standard barometric pressure. 
6. See 4.5.3 for ASTM 0 3241 test conditions and test limitations. 
7. Peacock or Abnormal color deposits result in a failure. 
8. A minimum sample size of 3.79 liters (1 gallon) shall be filtered. Filtration time will be determined in accordance 

with procedure in Appendix B. This procedure may also be used for the determination of particulate matter as an 
altemate to ASTM 0 2276 or ASTM 0 5452. 

9. The minimum microseparometer rating using a Micro-Separometer (MSEP) shall be as follows: 

JP-8 Additives MSEP Rating, min. 
-

Antioxidant (AO)", Metal Deactivator 
(MOA)" 90 

AO", MOA", and Fuel System Icing 
Inhibitor (FSlI) . 85 

AO·, MDA*, and Corrosion 
Inhibitor/lubricity Improver (ClIll) 80 

AO", MOA", FSII and ClIll) 70 

*Even though the presence or absence does not change these limits, samples submitted for 
specification or conformance testing shall contain the same additives present in the refinery batch. 
Regardless of which minimum the refiner selects to meet. the refiner shall report the MSEP rating 
on a laboratory hand blend of the fuel with all additives required by the specification. 

10. Test shall be performed in accordance with ASTM 0 5006 using the DiEGME scale of the refractometer. 
11. The conductivity must be between 150 and 600 pS/m for F~34 (JP-8) and between 50 and 600 pS/m for F-3S, at 

ambient temperature or 29.4°C (85°F). whichever is lower, unless otherwise directed by the procuring activity. In 
the case of JP-8+100, JP-ll with the thermal stability improver additive (see 3.3.6), the conductivity limit must be 
between 150 to 700 pS/m at ambient temperature or 29.4"C (8S"F), whichever is lower, unless otherwise directed 
by the procuring aclivity. 

3.3.5 Fuel system icing inhibitor. The use of a fuel system icing inhibitor shall be mandatory for 
JP·8 and shall conform to MIL·OTL·85470. The point of injection of the additive for JP·8 shall be 
determined by agreement between the purchasing authority and the supplier. The fuel system icing 
inhibitor is not to be added to NATO F·35 unless so directed by the purchasing authority. 

11 
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MIL-DTL-83133F 
APPENDIX A 

SYNTHETIC PARAFFINIC KEROSENE (SPK) 

A.l SCOPE 

A.l.l Scope. This Appendix addresses 100 percent SPK derived from manufactured products of 
a Fischer-Tropsch process (identified in 3.1.1). This Appendix is·a mandatory part of the specification. 
The information contained herein is intended for compliance. 

A.2 REQUIREMENTS 

A.2.1 Chemical and phvsical requirements. The chemical and physical requirements of the SPK 
shall conform to those specified in Table A-I. 

A.2.2 Additives.' 

A.2.2.1 Antioxidants. Addition of antioxidants shall adhere to the criteria specified in 3.3.1. 

A.2.2.2 Static dissipater additive (SOA). If SPK is to be transported prior to blending with refined 
hydrocarbon distillate fuel, static dissipater additive shall be injected in sufficient concentration to increase 
the conductivity of the fuel to within the range specified in Table A-I. The point of injection of the additive 
shall be determined by agreement between the purchasing authority and the supplier. The following 
electrical conductivity additive is approved: Stadis® 450 marketed by Innospec Fuel Specialties LLC 
(formerly Octel Starreon LLC), Newark, DE 19702. 

TABLE A-I. Chemical and phYSical requirements and test methods for 100 percent SPK. 

Property Min Max Test Method 
Aromatics, vol percent 1 05186 
Sulfur, total, mass percent 0.0015 02622,03120, 

or05453' 

Oistillalion temperature, ·C 086 
Initial boiling point 2 

10 percent recovered 157 205 
20 percent recovered 2 

50 percent recovered 168 229 
90 percent recovered 183 262 
Final boiling point 300 
Residue, vol percent 1.5 
Loss, vol percent 1.5 

Flash point, ·C 38 68 056,093 ',or 0 3828 

Density 01298 or 0 4052' 
Density, kg/L at 15·C or 0.751 0.840 
Gravity, API at 60·F 37.0 57.0 

17 
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, MIL-DTL-83133F 
APPENDIX A 

TABLE A·I. Chemical and phvsical requirements and test methods 
for 100 percent SPK· Continued. 

Pro~rty Min Max Test Method 

Freezing point. ·C -47 o 2386 1 or 0 5972 

Viscosity at ·20·C, mm'ls 8.0 0445 

Viscosity at 40·C, mm'ls Z 0445 

Net heat of combustion, MJlkg 42.8 o 3338 or 0 4809 1 

Catculated cetane index' 0976 3 or 0 4737 

Naphthalenes, vol percent 0.1 01840 

Thermal stability 03241 
change in pressure drop, mm Hg 25 

heater tube deposit, visual rating <3 4 

Particulate matter, mglL 5 1.0 o 2276 or 0 5452 1 

Filtration time, minutes 5 15 

Water separation index o 3948 or D 7224 1 

With SDA 70 

Without SDA 85 

Electrical conductivity, pSlm 6 150 450 D 2624 

NOTES: 
1, Referee Test Method. 
2. To be reported - not limited. 
3. Mid·boiling temperature may be obtained by ASTM D 86 to perform the cetane index calculation. 

ASTM D 86 values should be corrected to standard barometric pressure. 
4. Peacock or Abnormal color deposits result in a failure. 
5. A minimum sample size of 3.79 liters (1 gallon) shall be filtered. Filtration time will be determined in 

accordance with procedure in Appendix B. This procedure may also be used for the determination of 
particulate matter as an alternate to ASTM D 2276 or ASTM D 5452. 

6. Electrical Conductivity when required per A,2.2,2 shall be determined at ambient temperature or 
29,4·C (85·F), whichever is lower, unless otherwise directed by the procuring activity. 

18 
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Over 80 questions were recorded during the 10 through 12 March, 2009 Alaskan 
Synthetic Fuels Summit We've attempted to answer all the questions to include those 
which were answered during the conference, or in separate meetings. Answers to 
recorded questions are provided in a consolidated paragraph following the presentation 
format. If you find that your questions have not been answered, or that you have 
additional questions pis forward those to Ms Kelly Widner at kelly.widner@dla.mil. 

Response to Questions from Mark Iden's presentation 

Defining the Requirement 

1 

The State of Alaska has been identified as the location for the pilot program for the 
Fischer-Tropsch (F-T) Synthetic Fuels initiative by the Defense Energy Support Center 
(DESC). Alaska was chosen since it was determined the State has the necessary 
feedstocks (Coal and/or Natural Gas) to support such an initiative. In addition, it was 
determined that the somewhat isolated distribution system for DESC's customers in 
Alaska would support a full-scale pilot program for all of the potential customers. At this 
point, the Department of Defense' s (DoD) current JP8 requirements supplied under 
DESC's Rocky MountainlWest Bulk Purchase Program will be the target for this 
initiative. Those combined JP8 requirements for the USAF and Army equate to 
approximately 67 million USG on an annual basis. 

DESC will continue to review/consider additional requirements in order to bolster the 
overall size of the fuel requirement to support this pilot program. It is possible that 
additional jet fuel/ground fuel requirements for both DoD and some Federal Civilian 
Agencies within the State of Alaska could be added to this pilot program. Based upon 
feedback from the Industry Summit, DESC is also going to consider DoD fuel 
requirements on the West Coast ofthe United States. 

Commercial Sector Requirements: 

During the Industry Summit, commercial aviation requirements at both Anchorage 
and Fairbanks airports were identified to be approximately 900 million USG on an annual 
basis. This ratio of commercial industry requirements to DoD requirements of a 90: 10 
level (approximate) is typical of scenarios throughout the United States. DoD, while 
considered a relatively large requirement, typically only represents 10% of the overall 
aviation fuel marketplace. Accordingly, the ability to attract commercial sector 
requirements is key to enlarging the overall size of an initiative ofthis nature. DESC will 
continue dialogue with both the commercial aviation sector and with the Legislative 
branches of the local governments to determine the abilitylinterest level in increasing the 
requirements for this initiative. 

Feedstock Source!Plant Location Restrictions: 

DESC's F-T Synthetic Fuels Pilot Program within the State of Alaska is taking a 
feedstock neutral approach. Rather than dictating the type of feedstock a potential offeror 
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should use, DESC is leaving it to the commercial sector to determine the best solution 
regarding the type offeedstock and the location of their plant(s). The only restriction 
DESC will impose is a domestic source (US only) for the synthetic fuel facility. When 
taking into account transportation costs and the requirement to comply with Section 526 
Greenhouse Gas emission limitations, economic considerations will determine the 
location of the plant and choice offeedstock. We feel the industry will come up with the 
best business case solutions on both an economic and erivironmental basis to offer the 
most competitive proposals possible. 

Eielson AFB Requirements: 

A separate Coal-to-Liquid Enhanced Use Lease initiative is currently underway 
involving Eielson AFB. That initiative is running concurrent, but separately, from the 
DESC F-T Synthetic Fuels Pilot Program within the State of Alaska. DESC continues to 
work with USAF officials to clarify whether the actual fuel requirements for Eielson 
AFB (approximately 22 million USG annually) can be included in the DESC program. It 
is expected this issue will be clarified by the end of April 2009. 

Response to Questions from Kathryn Fantasia's presentation 

Procurement & Solicitation Processes 

Notional Acquisition Timeline: 

DESC developed a notional acquisition timeline for procurement and delivery of a 50:50 
blend of synthetic fuel and petroleum meeting the JP8 specification. The timeline 
conceived is notional, however, it is based on our experience with acquiring petroleum 
related services and goods at DESC. Most of the questions fell into two areas:' (1) 60 
days was not long enough to develop and prepare a proposal in response to the 
solicitation and (2) the date for delivery of finished, blended product to the customer was 
unrealistic. 

DESC continues to research the complexity involved with developing a proposal and the 
timelines associated with the development. Given the complex nature of the requirement, 
the offeror will be required to demonstrate how it plans to meet the requirement in 
several areas. The financial responsibility aspect appeared troublesome to many 
attendees. DESC recognizes that due to the expense involved in constructing a facility, 
offerors will need to demonstrate their ability to either finance or offer contingent 
financing arrangements that demonstrate financial capability to perform. Given a 60-day 
timeline for proposal response, many attendees felt this timeframe was too short. As we 
refine our methodology to evaluate financial arrangements, we will revisit the timeframe 
for receipt of offers and anticipate the time allowed may be longer. The date and time for 
receipt of offers will be clearly spelled out in the Request for Proposals, and in the event 
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an offeror requires more time, he may request that of the contracting officer. The offeror 
will be notified of the contracting officer's decision to either grant or deny the extension. 

The second concern centered on the date of first delivery of finished project. Again, the 
December 2014 date is notional and is based on DESC's estimate of the time required for 
the acquisition process as well as construction of a synthetic fuel production facility. 
Included in the Request for Proposals will be a requirement to clearly define project goals 
and milestones. Proposed completion dates will be evaluated as a part of the best value 
process and considered when making an award. Offerors arc advised to give their best 
proposal, to include completion dates. 

Down Select Process: 

DESC is considering many approaches to the source selection process. We recognize 
that the cost and work involved with proposal preparation will be substantial and the 
suggestion was made to solicit the requirement in two phases. The first phase would 
require limited, conceptual approaches be submitted to DESC for consideration and 
evaluation. The second phase would be to "down select" and to negotiate with only those 
proposals that were highly rated. Because we believe that the group of offerors will be 
limited, and as a result of the number of responses received in response to two requests 
for information, we will conduct a full and open competition without the down select 
process. 

Response to Questions from Kay Bushman's presentation 

Pricing & Financial Issues 

Contract length: 

From previous industry feedback, DESC was advised that a long term contract would be 
necessary for purchasing synthetic fuel. The longest contract DESC can award is for five 
years with options for an additional five years, so that the term does not exceed 10 years. 
There have been various proposals in Congress to allow the government to award longer 
term contracts for the purchase of synthetic fuel but none have become law. IfDESC 
were to receive long term contracting authority, DESC would likely solicit for the longest 
contract term permitted by law. 

Contract pricing structure: 

. The goal is to purchase a substitute fuel for jet aviation at a competitive price based on 
the jet aviation market. DESC presented a contract pricing structure which was based on 
the jet aviation market. The contract prices would be tied to market based price indices 
and would change weekly based on the market. The prices DESC pays for jet aviation 
fuel in Alaska and elsewhere are available through the price adjustment tab by contract 
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number on the DESC web site at http://desc.dla.mil. DoD is not willing to pay a 
premium for the fuel. The expectation was that the costs of the facility would be 
amortized over each gallon of fuel and that DESC would purchase the fuel on a price per 
gallon basis. Payments would only begin with the first delivery .. DESC did not expect to 
provide any contract pricing. 

There were a number of questions raised about providing a different pricing structure 
which would include floor prices for the fuel, having the price be tied to either the natural 
gas or coal markets, or tied to a cost of living escalator. The concern was that too much 
risk would be borne by the private sector. There were also questions about pricing in 
today's market for a product that would not be delivered until 3-5 years out DESC is 
reviewing all of these concerns and will determine if a different cost structure should be 
considered. 

One question asked whether this could be a cost contract No cost contract is 
contemplated. 

Could the contract be conditioned on obtaining financing? Yes. The contract could 
contain a term that if specified financing is not obtained within a set time frame, that the 
contract would be terminated at no cost to either party. 

If the government cancelled a contract, can the contract contain negotiated cancellation 
fees? Yes. 

Financial incentives: DESC will not be offering any financial incentives. DESC is not 
aware of any specific incentives tied to this pilot program. There may be financial 
incentives available at the state level and at the financiai level but interested suppliers 
would need to separately pursue those incentives. We are also not aware of whether there 
would be tax credits associated with the fuel. 

'Response to Questions from Pam Serino's presentation 

Quality & Environmental Considerations 

Lifecycle analysis: 

The Air Force, EPA, FAA, DOE and DESC-Q are participating in the Interagency 
Working Group for Alternative Fuels Lifecycle Analysis. The group aims to develop a 
greenhouse gas emissions baseline for aviation fuel derived from conventional petroleum 
and a model to use for evaluating the greenhouse gas footprint of alternative fuels in 
comparison with this baseline. The EPA and DOE will ultimately decide on the model 
used to determine if any proposals meet the requirements of section 526. As a result any 
fuel procured must fall under this baseline and will therefore have less lifecycle 
greenhouse gas emissions than fuels derived JYom conventional petroleum. 
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Fischer Tropsch specification: 

Fischer Tropsch (F-T) synthetic fuel blends procured by DESC will conform to Table 2 
in MIL-DTL-83l33F in order to meet Air Force requirements. Additionally, the product 
shall be a 50:50 blend (with a +/- blending range agreed upon by the services) ofF-T 
synthetic fuel conforming to Appendix A ofMIL-DTL-83133F and conventionally 
refined commercial jet fuel. Discussion is still taking place on how to effectively 
measure the ratio ofF-T derived synthetic fuel to conventionally refined commercial jet 
fuel in a final blended product. 

Properties ofF-T synthetic fuel which may impact equipment are low aromatics (seal 
swelling), sulfur, lubricity and density. In order to offset any potential issues the 
conventionally refined commercial jet fuel blend component will have appropriate fuel 
properties to make up for these concerns. 

Commercial applications: 

DESC, the -Services, and commercial industry are all participants in the Commercial 
Aviation Alternative Fuels Initiative (CAAFI). This organization aims to promote the 
development of alternative fuel options and is working to establish a commercial 
specification through ASTM to include F-T synthetic fuels. The next vote for the 
approval ofa commercial F-T synthetic fuels specification by ASTM will be held in 
June. Regarding commercial certification, once the Air Force has certified all of their 
platforms and equipment then requirements for commercial certification will be satisfied. 

Cost effectiveness: 

DESC is looking to expand requirements in order to make F-T synthetic fuels more cost 
effective. Additionally, there is added value from increased energy independence and the 
potential for decreased lifecycle greenhouse gas emissions by procuring these fuels. 

Alternative and synthetic fuels: 

DESC has kept abreast ofthe latest developments in a variety of alternative and synthetic 
fuels in order to increase energy independence and decrease our carbon footprint. 

. Currently, DESC is working with the services as they move forward to certify their 
platforms and equipment to use hydro-treated renewable jet and other alternative fuels 
derived from fats and oils. 
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