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PRICE INCREASES
IN KLWTD PROJECT
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KLWTD
Price Increase Analysis



BURKE ENERGY SOLUTION
10145 NW 19th STREET, DORAL, FL 33172
(305) 468-6604

This document was prepared to show the cost increase of stainless-steel materials and logistics on the KLWTD
solar project and explain how and why it happened.
It also supports the price increase resulting from the global economic recovery associated with the global
pandemic.
The price in BES bid and contract was presented before the effect of the pandemic were tangible. The increase
of cost in the following item is here explained so it can be assessed in a change order for a total of $173,734.89

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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Increase in the cost of Steel
The price pattern of 316 stainless steel is easily explained by its market index.
The official data by AK steel related to March 2020 and to March 2021is shown below.
According to AK values, 316 stainless steel price explodes in 1 year (which has been approximately the time
between the offer date and the steel purchase) from $0.8323/lb to $1.2214/lb, meaning an increment of +47%

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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The figure below is extracted from quote that was received when pricing the project.
The overall cost increase was guaranteed to be 70% of the raw material cost increase.

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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The total increase was therefore 70% of 47% that is 33%

That percentage on our offer results in a change from $479,116.29 to $622,851.17, for a difference of
$143,734.89

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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Ocean freight rate increases and delays
The cost of shipping increased to $55,000 from our offer value of $25,000.
Shipping costs have been growing strongly since the autumn of 2020, but the first months of this year
have seen a new surge in prices across different freight rates (dry bulk, containers) along major trade
routes. Prices for several trade lanes have tripled compared to last year, and charter prices for container
vessels have seen similar rises.
While the shipping cost for this project doubled, we managed to stay significantly below the increase of
the World Charter Index rate (more than 300%).
Global shipping costs

Source: China Ministry of Transport, Harper Petersen & Co. and Baltic Exchange via Macrobond, ING
Year on year growth in freight rate indices, 2018 - May 2021

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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As the link between cancelled sailings and delays suggests, congestion is part of the problem. Shipping
performance in 2021 has carried on where 2020 left off, in terms of lower rates of vessels keeping to
schedule, and average delays for late vessels rising. Overall performance remains the lowest it has been
in ten years of records.
The delay on the structure freight was due to the congestion affecting all USA ports, however it did not
impact on the general schedule of the project.

Source: Sea-Intelligence, ING

10145 NW 19th St, Doral, FL 33172
(305) 468-6604
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