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FOREWORD 

The Federal Government spends billions of dollars every year 
purchasing products and services to conduct the public 
business. The Federal Government, therefore, is a fertile 
market for minority-owned businesses. 

This manual is intended to be a reference and guide for 
minority entrepreneurs who view the Federal Government as a 
market for selling their products and services. It details 
the rules, regulations, and requirements which govern Federal 
procurement procedures. It also is an excellent resource 
for planners of Federal procurement training programs, and 
a valuable reference for business assistance organizations 
which counsel minority clients. 

We in the Office of Minority Business Enterprise are confident 
that use of this manual will significantly enhance the abilities 
of minority entrepreneurs to effectively pursue the Federal 
market. 

;J, /'' •· 
w.rv~L 
Alex Armendaris 
Director 
Office of Minority Business Enterprise 





This manual was prepared by James E. Cravens, Special Assistant 
to the Officer-in-Charge, Naval Regional Procurement Office, 
Long Beach, California. 

Reproduction of the publication in whole or in part for use as 
training material or procurement guidelines for minority-owned 
businesses is authorized and encouraged by both the U.S. 
Department of Commerce, Office of Minority Business Enterprise 
and the Los Angeles Federal Executive Board. 

The opinions expressed herein, except as specifically noted or 
quoted, are solely those of the author, James E. Cravens, and 
do not necessarily reflect the views of either the Department 
of Defense, Department of the Navy, the Los Angeles Federal 
Executive Board, Department of Commerce, Office of Minority 
Business Enterprise, or other cooperating and sponsoring 
departments or agencies. 
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P R E F A C E 

This 1975 Manual for minority-owned firms is intended for us.e 
as a general introduction to Government contracting and as a 
refresher manual for those businessmen with limited recent exper
ience with Government contracts. 

Government contracting is a constantly evolving field. Thus, 
the material in this Manual is subject to revision by statute, 
regulation, Executive Orders, and the decision-making processes. 
Government procurement is based on public law, but it is not possible 
to develop hard and fast rules which might cover the wide variety 
of circumstances which could arise for each procurement situation. 

The national interest requires increased involvement of minority 
business enterprises in Federal procurement programs. Government 
buyers will give minority-owned firms full support and cooperation 
and an equitable opportunity to compete in Government procurement 
programs; however, minority-owned firms should give themselves the 
advantage of securing all available information concerning procure
ment policy and procedures and business opportunities. 

The Manual is not a regulation, directive, or policy manual. 
It is a training text and a reference text for operating personnel. 
Potential suppliers of goods and services to the Government should 
discuss any questions and problems concerning a particular procure
ment action with the authorized contracting officer. If suppliers 
employ legal counsel, the questions concerning peculiarities of 
Government contracting should be discussed with counsel. Also, the 
small business specialists of the Government Departments will aid, 
counsel, and assist the small business, minority-owned firms in 
understanding contractual requirements, and representatives of the 
Small Business Administration or procurement specialists of the 
Office of Minority Business Enterprise funded business development 
organizations are available for guidance in Government contracting 
practices. 
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CHAPTER I 

INTRODUCTION 

A. SCOPE OF GOVERNMENT PROCUREMENT 

1. Businesses without Government contracting experience should 
not feel that the broad scope of the huge Government procurement 
program and the bidding, proposal, and administrative processes are 
so overly complex that entry into the Government market place should 
be avoided. The unknowns and the abundance of misinformation which 
is available about the Government procurement process, however, 
cause many potential suppliers of goods and services to be frustrated 
with the system before making an agressive effort to sell to the 
Government. 

Businessmen without Government contracting experience and representing 
big businesses, small businesses, or minority-owned businesses feel 
a sense of handicap prior to making an attempt to sell to the Govern
ment, but the requirements and conditions should be no more unusual 
than found under good commercial contracting practices. Several 
principles applicable to Government contracts respecting your offer 
and the Government's acceptance are evolved from common law, and the 
resulting Government contracts are subject essentially to the same 
common law rules of interpretation which are applied to commercial 
contracts. 

In either Government or commercial contracting, businessmen must 
recognize the seriousness of properly evaluating the conditions of 
invitations for bids or proposals, of submitting only offers in full 
accordance with their intentions, and of fulfilling all contractual 
obligations. Businessmen also must recognize the potential con
tractual penalties for default or failure to perform in accordance 
with contractual requirements. 

2. Procurement opportunities for minority-owned firms through 
Government contracting are not unlimited but are limited only by the 
firm's capabilities to deliver a quality product or service, at the 
required or agreed delivery time, and at a fair and reasonable price. 

The impact of Government procurement on the Nation's economic and sociaJ 
well-being is more far reaching than depicted by the total amount of 



money spent in contracts because of the flow-down effect of subcontracts 
and related consumer spending for supplies and services. In fiscal year 
1972, the Federal Government estimated $57.5 billion would be spent 
on procurement: 

1972 Procurement 

Department of Defense 
Atomic Energy Commission 
Department of Agriculture 
National Aeronautics and Space Ad.min. 
General Service Administration 
Veterans Administration 
Department of Health, Education,&Welfare 
Department of Transportation 
Department of Interior 
Housing and Urban Development 
Department of Connnerce 
Other agencies,GSA rents, and services 

$39.4 billion 
2.9 
2.6 
2.5 
1.3 

.74 

.72 

.70 

.65 

.25 

.17 
5.57 

$57.5 billion 

The above breakdown of Federal expenditures does not include salaries 
of personnel engaged in procurement activities or support activities. 
The breakdown shows that the Department of Defense (DOD) procure
ments accounted for 68.5 percent, civilian executive agencies pro
curements accounted for 25.2 percent, and other procurements accounted 
for 6.3 percent of the total. 

The effect of inflation since 1972 of course is limited to a significant 
degree by the constraints of the Federal budget meaning that in 
many cases the Government is paying more and buying less. 

The huge, constantly changing procurement program can give birth to 
new industries or can close indi5tries or segments of industry be
cause of technological developments or because of changes in world 
politics. As reported by the Commission on Government Procurement, 
the award of a major contract can stimulate the growth of certain States 
and localities; the withdrawal or cancellation of a contract may cause 
the decline of long-established communities and enterprises, and may 
plunge sizeable areas into economic hardship. 

3. It is important for the new minority-owned business firm to 
recognize that continuing viability will depend on planning for a 
broad-customer base. The ability to survive and grow will not be 
present with one customer or two customers connected with a single, 
Government-based procurement program. An equal mix of Government and 
commercial work should be sought because of the constantly changing 
needs through Federal procurement. Also, the minority-owned firm 
should not overlook opportunities to participate in Government pro
curement by providing subcontracting services. 
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The significant changes in procurement are highlighted by DOD 
statistics showing total DOD awards in Fiscal Year (FY) 1952 
amounting to $43.6 billion and being sharply reduced to $13.3 
billion in FY 1954, climbing to $44.6 billion in FY 1967 and 
declining to $36.9 billion in FY 1973. Since DOD procurements 
(not total budget outlays) represent the largest procurement per
centage rate of the Government, the following DOD breakdown is 
submitted for information: 

DOD Procurement - FY 1973 

Army 
Navy 
Air Force 
Defense Supply Agency 
DOD Total 

10.33 billion 
11.93 
10.75 

3.91 
$36.92 billion 

4. The Government procurement and contract support workforce in 
1971 was estimated to total about 80,000, with 76 percent in DOD 
and 24 percent in the civilian agencies. It is not necessary for 
the new minority-owned firm to contact even one percent of that 
workforce to effectively cover the procurement opportunities which 
are available. Learn where the buying is performed in the geograph
ic area near your location. 

It is recognized that Washington, D.C. is the core of the small 
business and the minority business program, but it is not necessary 
for you to go to Washington to get answers on Defense procurement and 
civilian agencies procurement programs. Excellent local points of 
contact are found in each area's Small Business Administration 
offices, the small business specialists in the procurement offices, 
the Defense Contract Administration Regional and District offices, 
and the General Services Administration (GSA) Business Service 
Centers in ten major geographical areas of the United States. 

Procurement by the civilian agencies is nationwide in scope, but 
generally is decentralized to permit regional and field offices to 
buy the bulk of their own operating requirements. Procurement by 
DOD also is nationwide in scope and is weapon systems or commodity 
oriented at decentralized locations. 

The complex nature and facility requirements of much of the weapon 
systems and subsystems required by the Army, Navy, and Air Force 
limit the ability of most small minority-owned firms to fulfill the 
needs.as prime contractors in some weapons areas; however, the talent 
of the smaller firms can provide effective subcontract support to 
larger prime contractors. The major prime contractors also have an 
assigned small business advisor at each major buying office and in 
some cases have an assigned minority business administrator.. It 
will be advantageous for the small minority-owned firm to contact 
the prime contractors in the immediate vicinity, who can be made 
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aware easily of the firm's management and production capabilities. 
Local subcontract work offers advantages to both the prime and the 
subcontractor because of ease of inspection, shipping

1 
and contract 

administration. 

5. There is no doubt about which comes first, the chicken or the egg, 
in Government contracting and subcontracting. Marketing, selling, 
comes first and sometimes long before the first good contract. Know 
your customer and be sure that the customer knows you. Get on appro
priate bidders lists. Blanket-mailing of the Standard Form 129 
bidders applications to buying organizations which do not procure the 
supplies or services which you sell contribute only to postal expense 
and the sale of wastebaskets. 

Use every available opportunity to be aware of procurement opportunities 
within your capability. Getting on the bidders lists is not an end 
in itself -- firms must get on appropriate bidders lists of those 
buying offices which have frequent repetitive needs for the supplies 
and services which you sell. For example, mailing bidders list ap
plications when you make wooden pallets or boxes will not be effec-
tive if the activities receiving the application do not buy pallets 
or boxes. As another example, the Government seldom buys machining 
services (grinding, milling, deburring, drillpress work) or sheet 
metal process work, or plating and other processes but generally buys 
completed parts, components, and assembled operating subassemblies 
and assemblies. Smaller firms can act as subcontractors to provide 
many highly technical components for the most sophisticated weapons 
systems or transportation equipment and minority-owned firms have 
made vital contributions to the improvement and cost-effectiveness 
of these systems and equipments. 

6. The Government buys a little bit of everything, but many Govern
ment buying offices buy only a few items or services in very limited 
quantities. While the U.S. Government is the world's largest buyer 
of goods and services, the buying activity nearest to the firm may 
never be in a position to procure from a local source because consoli
dated requirements may be purchased elsewhere. 

B. SELLING TO THE GOVERNMENT 

1. The thousands of supply contracts issued each year by the Govern
ment are executed at civilian agency field offices throughout the 
United States, at Army posts, camps and stations and Air Force base 
support offices and Navy Supply Centers and Defense Supply Agency 
consolidated centers, and at certain headquarters offices of Federal 
Departments or agencies in Washington, D.C. 

The organization for procurement is different in each of the Federal 
Executive Departments. Each Department and agency is responsible 
for most of its own procurement but procurement functions are con-
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solidated to the maximum extent possible, and GSA is responsible 
for centralized procurement, storage, and distribution of supply 
items in common use throughout the Government. Likewise, the 
Defense Supply Agency (DSA) through its Defense Supply Centers 
has procurement responsibility for various specific commodities 
assigned to each Center for military logistic equipment,supplies 
and items for the support of the Army, Navy, and Air Force. 

2. The Federal Government is as interested in your competing 
for some of its business and becoming a strong supplier as you are 
in wanting some of the Government business. The people in the 
United States, including you, the owners and managers and other 
personnel of business firms, are the Government. The employees 
of the Government work for you, the taxpayers. All firms have an 
equal opportunity to share in supplying the needs of the Government. 
Special preference is frequently given to small business firms. 
Intermediaries or agents are not necessary to obtain contracts from 
your Government; however, you are advised to seek all of the available 
free help that may be obtained through many sources to enable you to 
sell more effectively. 

3. There are many valuable published guides for minority-owned 
firms to use in determining "where to sell". The following listed 
sources of information are included in the long list of information 
sources which is available: 

PUBLISHED SOURCES OF INFORMATION 

Commerce Business Daily: 

-Annual subscription $75.00 plus $66.90 for airmail, or 
$141.90 per year. 

-Make checks payable to Superintendent of Documents -
Mail order to Government Printing Office, Washington, 
D. C. 20402. 

-Published daily, Monday through Friday, listing DOD 
proposed procurements estimated to exceed $10,000 each and 
civilian agency procurements in excess of $5,000 -- also 
subcontract opportunity information. Published for U.S. 
Department of Commerce. 

U.S. Government Purchasing and Sales Directory: 

-This publication contains a detailed listing of the products 
purchased by civilian and military agencies, location of 
purchasing offices, and summaries of procedural information 
for use by suppliers, contractors, and subcontractors in 
contract dealings with the U. S. Government. Prepared by 
Small Business Administration. 

-For sale by the Superintendent of Documents, U. S. Govern
ment Printing Office, Washington, D. C. 20402. Price $2.35, 
domestic prepaid. Stock number 4500-00118. (July 1972). 
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Selling To The Military; 

-Provides names, addresses and telephone numbers of 
major buying offices of the Army, Navy, Air Force, 
and Defense Supply Agency with summaries of the pro
curement responsibilities and types of major purchases 
for each activity. Prepared by Department of Defense. 

-For sale by U. S. Government Printing Office, Washington, 
D. C. 20402. Price 90 cents. Stock number 0880-00194. 
(1973) . 

Selling to Navy Prime Contractors: 

-This booklet provides a starting point and some initial 
guidance to firms that have the necessary talent and 
interest to contribute to the Navy's subcontract require
ments. 

-The tenth edition of the booklet, July 1973, includes 
a directory of firms: names, addresses, and telephone 
numbers of major prime contractors in listings by State. 
The booklet also provides the names of the company 
official who may be contacted for subcontract oppor
tunities and a listing of the general category of 
defense items produced by each Navy prime contractor. 

-For sale by the U.S. Government Printing Office, Wash
ington, D. C. 20402. Price $1.00; Stock number 
0840-00061. (1973). 

Doing Business With The Federal Government: 

-Provides basic information about the "How, Where, and 
What" of Government procurement. 

-Lists Departments' responsibility for broad categories 
of Government supply needs. 

-Appendix contains Standard Forms commonly used in 
Government procurement. 

-Published by U.S. Government Printing Office, December 
1970 for General Services Administration. 

-Available from GSA Business Service Centers. 

The Armed Services Procurement Regulation (ASPR): 

-Latest edition issued June 1974, effective 1 September 
1974. 

-For sale by the Superintendent of Documents, Government 
Printing Office, Washington, D. C. 20402. Subscription 
basic price, $33.85 postpaid for new subscribers. 
Subscriptions to ASPR includes additional material 
which may be issued as Defense Procurement Circulars 

'during the year of the 1974 edition. 
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The SBA publishes a basic procurement information manual entitled 
"Selling to the U. S, Government", and the SBA has many Technical 
Aids and Management Aids pamphlets, several of which are available 
free from the SBA. 

The "Directories" and "Selling To--" manuals in the listing of 
published sources of information are periodically updated. They are 
often available free from Departmental small business representatives 
during the counselling sessions at the Congressionally sponsored 
Business Opportunity/Federal Procurement Conferences held each year 
in several Congressional Districts where significant prime contract 
and subcontract opportunities exist. 

4. Government buying programs are divided into three broad 
categories: military procurement, GSA procurement; other civilian 
agency procurement. 

a. The Department of Defense provides unified procure-
ment policy direction of the three military services and the logistic 
support arm, DSA. In DOD, the principal responsibility for procure
ment and contracting policy rests with the Assistant Secretary of 
Defense,Installations and Logistics, ASD (I&L). He is one of eight 
Assistant Secretaries in the Office of the Secretary of Defense 
who rank in order following the Secretary, Deputy Secretary, the 
Secretaries of the Army, Navy, and Air Force and the Director of 
Defense Research and Engineering (DDR&E). The Chairman of the Armed 
Services Procurement Regulation Connnittee (ASPR) - which develops and 
promulgates Defense procurement policy and procedures is on the 
staff of the Deputy Assistant Secretary of Defense (I&L) for Procure
ment. The Office of the Secretary of Defense and the Installations 
and Logistics Offices do not contract for any military systems or 
supplies. 

Each Military Department, Army, Navy, and Air Force, procures 
systems, supplies, and services which are peculiar to its own needs. 
Items which are connnon to two or more military services are included 
under DSA programs, and so-called "housekeeping" items and generally 
connnon supply items are requisitioned from General Services Administra
tion. Local procurement under low dollar limitations is authorized. 
The latter is connnonly purchased from competitive sources "next door" 
to the bases, camps, posts, or stations. 

The Department of Army buying offices are systems or connnodity 
oriented at various decentralized locations. The Army Missile Connnand 
at Redstone Arsenal, Alabama buys rockets, guided missiles, ballistic 
missiles and support equipment. The Munitions Command at Dover, New 
Jersey is responsible for nuclear and non-nuclear annnunition, rocket 
and missile warheads, fuzes and propellants, 'including research and 
development (R&D). Associated installations supporting the Munitions 
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Command are the Army's Edgewood Arsenal 1 Marylandi Picatinny Arsenal, 
New Jersey, and the Army Ammunition Procurement and Supply Agency, 
Joliet, Illinois. 

The Army's Tank-Automotive Command is in Warren, Michigan. The 
Aviation Systems Command is in St. Louis, Missouri and is responsible 
for Army aviation design, research and development, and stock and supply 
control for all Army aircraft and equipment: typical procurements 
for helicopters and engines include aircraft, aircraft structural com
ponents, ground support equipment, wheel and brake systems, gas turbines, 
jet engines, parachutes, hydraulic pumps and starters. 

Other Army commands with major buying offices include the 
Electronics Command at Fort Monmouth, New Jersey, the Weapons Command 
at Rock Island, Illinois, and the Mobility Command at St. Louis, 
Missouri. Over the nine major subcommands is the Headquarters, U.S. 
Army Materiel Command (AMC) which directs the procurement functions 
and activities of more than 60 installations. 

Within the three Military Departments, the Assistant Secretary 
(I&L) of each Department is responsible for procurement and production. 
Matters relating to research, development, test and evaluation are the 
responsibility of the Assistant Secretary (Research & Development). 
The Offices of the Departments' Assistant Secretaries do not maintain 
bid lists or procure supplies and services and are primarily concerned 
with policy matters. 

In the Navy, the Naval Material Command in Washington includes 
five principal subcommands: Naval Air Systems Command, Electronic 
Systems Command, Facilities Engineering Command (for construction), 
Sea Systems Command and Naval Supply Systems Command. 

All of the Commands in the Navy have headquarters in Washington. 
The big, big dollars in Navy awards come out of the Systems Commands 
in Washington; however, the Naval Supply Systems Command Headquarters 
does not make contract awards but it does exercise control over pro
curement in most Navy field activities. The Navy Field Procurement 
System is a vital element in its Small Business and Minority Business 
Program. The field system accounted for more than 44 percent of Navy 
dollars awarded to small businesses last year. There are about forty
five field activities of the Supply Systems Command. The Aviation 
Supply Office in Philadelphia is responsible for procurements of 
various types of aeronautical equipment, and the Ships Parts Control 
Center in Mechanicsburg, Pennsylvania is•responsible for procurement 
of ships components, ammunition parts, and electronic components. 
The Naval Regional Procurement Office in Long Beach is the largest 
regional office and the third largest Systems Command field purchase 
office, following ASO and SPCC. 

8 



Other Navy Regional Procurement Offices are located in Phila
delphia, Pennsylvania and in Washington, D.C. Major Navy Supply Centers 
buying a broad spectrum of supplies are located in Norfolk, Virginia, 
Charleston, South Carolina, Oakland, California, Bremerton, Washington, 
and San Diego, California. · 

The Air Force procurement is generally divided between two 
Commands: the Air Force Systems Command (AFSC) with headquarters at 
Andrews Air Force Base, Maryland and the Air Force Logistics Command 
(AFLC), at Wright-Patterson AFB, (Dayton) Ohio. The AFSC major 
activities at the Aeronautical Systems Division, Wright Patterson 
AFB, the Electronic Systems Division at Hanscom Field, Bedford, 
Massachusetts and the Space and Missile Systems Organization, El 
Segundo, California procure major systems, equipments, and R&D, as 
well as engineering support for the aircraft, space, and missile 
weapon systems. 

The AFLC activities at the various Logistics Centers are 
responsible for procurement of all supplies and services in support 
of weapons and other systems that are operational. The Logistic 
Centers are located at Tinker Air Force Base, Oklahoma City, Hill AFB 
at Ogden, Utah, McClellan AFB at Sacramento, California, Kelly AFB 
at San Antonio, and Robins AFB at Warner Robins, Georgia. Significant 
purchases are made also at various Air Force Test Ranges and Develop
ment Centers. 

The Defense Supply Agency (DSA), with headquarters at 
Cameron Station, Virginia (Washington, D.C.) is responsible to pro
vide common supplies and services to the military services. Its 
major buying offices are the Defense Personnel Support Center in 
Philadelphia, the Fuel Supply Center in Alexandria, Virginia, the 
General Supply Center in Richmond, Virginia, the Electronics Supply 
Center in Dayton, Ohio, the Construction Supply Center in Columbus, 
Ohio, and the Industrial Supply Center in Philadelphia. 

DSA procures such common items as food, clothing, textiles, 
medical, chemical, industrial, construction, fuel, and electronics 
supplies. Interested bidders and suppliers should deal directly with 
appropriate supply centers and depots, but bid list information and 
commodity lists for each Center can be obtained from the Small Business 
Specialists at the Defense Contract Administration Regions (DCASR) 
Offices. The DCASR and DCAS District Offices also can supply pro
spective contractors with information concerning prime contract 
opportunities of all Military Departments and information concerning 
subcontract opportunities. 

DOD purchases during the last ten years in excess of $10,000 
each were made from more than 20,000 firms. If the vast number of 
purchases under $10,000 each are included, the total number of firms 
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involved in DOD procurement is approximately 80,000. While contracts 
are placed in every State, about 50 percent of the DOD procurement 
dollars is concentrated in only four or five States; however, about 
SO percent of the prime contract dollars is subcontracted to one, 
two, three, or four tiers below the prime contractor. 

The magnitude of the DOD buying is illustrated by the fact 
that over the last ten years, about 75 percent of the total Federal 
procurement outlay was in about 10 million annual procurement actions 
in DOD. Two-thirds of the dollars are spent by the major Commands. 
Hundreds of activities in each Military Department make purchases 
but every activity does not have the same dollar limit authority or 
assignment of items or commodities to purchase. Thus, a new firm 
may assume that an Army base or a Navy base, or an Air Force base 
buys for everything that is on that base - but that assumption is 
incorrect because the major buying and support buying may have been 
performed hundreds or thousands of miles away from a particular 
base, and the base may be responsible only for local purchases of 
housekeeping and support items not readily available from DSA or GSA. 

The new firm or relatively inexperienced firm should realize 
that the major responsibility of each DOD procurement office is 
defense - procurement is not an end in itself, but rather a means 
to an end - to serve and support the primary mission which is defense. 

b. The General Services Administration (GSA) has been 
assigned Government-wide responsibility to buy items of common usage 
for all military and civilian Departments. GSA in some cases buys 
and stocks items in warehouses or depots from which all Departments and 
agencies requisition as needed and reimburse GSA. In other cases, 
GSA writes Federal Supply Schedule Contracts with suppliers from 
which the Departments and agencies order and pay the supplier directly 
at the GSA contract price. GSA items include office furniture, 
office supplies, housekeeping items, batteries, commercial tires 
and tubes, hand tools, paint, and ADPE. The Commissioner of the 
Federal Supply Service reports directly to the Administrator of GSA. 

In dealing with the GSA, the minority-owned firm has the 
advantage of a central source of information - the GSA Business 
Service Center. The Centers are located in Boston, New York City, 
Washington, O.C., Atlanta, Chicago, Kansas City, Ft. Worth, Denver, 
San Francisco, Los Angeles, and Seattle. The Centers provide in
formation on current GSA procurement opportunities and possible 
subcontract opportunities, bids and related documents, and have 
available copies.of Federal Supply Schedules, standard contract forms, 
and other procurement publications. 
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Businessmen wishing to participate in competitive bidding on 
regular items of supply should contact the nearest GSA Regional Office, 
directing inquiries to the Regional Director of Business Affairs, 
complete all necessary application forms received, and it is not 
necessary to submit additional forms to other GSA offices. The GSA 
buys approximately 50,000 common items for its supply depots and 
its Federal Supply Schedule Contracts cover more than 700,000 other 
commonly used parts, equipment, and supplies. 

c. There is no uniform procedure by which the minority-owned 
firm can bring its capabilities to the attention of all of the 
civilian agencies and their field buying organizations; however, the 
Small Business Specialist at each of the headquarters of the civilian 
agencies and civil Departments in Washington, D. C. will direct in
quiries to appropriate Regional offices. The headquarters offices 
generally have very little open-market purchasing and prospective 
contractors should first attempt to contact Regional or eld offices. 

The Department of Health, Education, and Welfare (DHEW) is a 
major buying organization - especially since the shift of budget outlays 
in the 1970's. In earlier periods, Defense received the largest 
amount of the budget, but after a reordering of National priorities, 
the 1973 budget request allocated only 33 percent to Defense and 
allocated 45 percent to Human Resources and 10 percent to Physical 
Resources - thus the DHEW budget exceeded the DOD budget for the 
first time in 1973. DHEW buys a wide variety of supplies, equipment 
and services for operational and research needs. The largest dollar 
volume of purchases in DHEW are made by the National Institutes of 
Health and the Public Health Service. In the research and related 
field, the former general practice of grants has changed to a greater 
number of contracts. Procurement inquiries may be made at the nearest 
DHEW Regional Offices, in Boston, New York City, Chicago, Philadel
phia, Pennsylvania, Atlanta, Kansas City, Dallas, Denver, Seattle, or 
San Francisco. The National Institutes' procurement offices are in 
Bethesda, Maryland. 

The Atomic Energy Commission (AEC) purchases are generally 
made in the field by AEC contractors operating plants for the AEC. 
The purchases are relatively small purchases of standard commercial 
items for operating supplies and maintenance. AEC purchasing offices 
can supply information in Oak Ridge, Tennessee, Richland, Washington, 
Berkeley, California, Las Vegas, Nevada, Grand Junction, Colorado, 
Argonne, Illinois, or Albuquerque, New Mexico. 

The National Aeronautics and Space Administration procurement 
also is largely decentralized. Procurement policy and the approval 
of certain procurement actions is retained as a responsibility in 
NASA Headquarters in Washington, D. C. The Office of the Assistant 
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Administrator for Industry Affairs in NASA has been about equal in 
functions! responsibilities to the Office of the Assistant Secretary 
(I&L) in DOD. Major NASA Centers with procurement responsibility 
for mission oriented programs are Ames Research Center, Moffett Field, 
California (San Francisco), Flight Research Center, Edwards, California, 
Goddard Space Flight Center,,Greenbelt, Maryland, J. F. Kennedy Space 
Center, Florida, Johnson Space Center, Houston, and the Marshall Space 
Flight Center, Huntsville, Alabama. In addition, Jet Propulsion Labora
tory (JPL) is operated by Cal Tech for NASA in Pasadena, California 
and directly purchases R&D supplies, equipment, and services in support 
of its research programs for NASA. 

Other major civil Departments engaging in procurement 
include Agriculture, Housing, Transportation, and Commerce. The 
Executive Departments' realignment may change certain procurement 
responsibilities for programs connected with environmental protection, 
highways, earth resources, energy, and scientific research. 

5. The Commerce Business Daily will continue to be the primary 
source of hundreds of daily listings of new requests for products and 
services wanted by Government Departments and agencies for procure
ments in excess of $10,000. If a firm is not a subscriber to the 
Commerce Business Daily, it is available to read in Department of 
Commerce field offices, at the GSA Business Service Centers, at Defense 
Contract Administration Regional offices, at the Small Business Adminis
tration offices, and at most of the offices of the Small Business 
Specialists in the military Departments. 

Like other supplies and services affected by increased costs, 
the Commerce Business Daily has been increased in cost for subscrip
tions to cover its publication and mailing increases. In April 1969, 
the Daily subscription was $15 per year for regular mail and $52 addi
tional for Air Mail. There were a series of increases through the 
ranges of $40 then $63.50 for regular delivery to the increase as of 
I January 1975 with a regular annual subscription rate of $75 and 
$66.90 extra for air mail. 

6. For information on selling to the commissaries and exchanges of the 
military Departments, contact the following: 

-Chief, Amy Support Services 
Department of the Army, 
Washington, D. C. 20315 

-Headquarters, U. S. Air Force, 
Code AFSSSEB, Room SB337, Pentagon 
Washington, D. C. 20330 
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-Commanding Officer, Navy Ships Store Office 
29th St. and 3rd Ave. 
Brooklyn, New York 11232 

-Marine Corps Exchange Service Hq. 
Code CHX, U.S. Marine Corps 
Washington, D.C. 20380 

-Commandant 
Code FSU, U.S. Coast Guard 
400 7th St. S.W. 
Washington, D.C. 20590 

Each military installation in this country establishes its 
own procurement requirements. Procurement is made at the in
stallation level or at Exchange Regions. The Army and Air Force 
Exchange Service Headquarters address is Code AAFES, Dallas, Texas 
75222, and the Navy address is Navy Ships Stores Office, 29th St. 
and 3rd Ave., Brooklyn, N.Y. 11232. Regional Exchange Offices 
for the Army and Air Force are in San Antonio, Alexandria, Virginia, 
San Francisco, Charleston, Indiana, and Montgomery, Alabama. 

In selling to individual post exchanges in the U.S., a firm 
may arrange for visits to each exchange in its geographic area 
or use the mails for distributing descriptive literature, and 
prices and discounts; however, personal calls are more effective. 
Like the earlier caution about mailing Standard Forms 129 to many, 
many activities, it is better to know your prospective customer and 
its needs and to have the prospective customer know you and your 
capabilities. 

Probably the most complete listing published of local military 
installation locations is contained in Part III of the SBA pub
lication, U.S. Government Purchasing and Sales Directory, 1972; 
for sale by the U.S. Government Printing Office, Washington, D.C. 
20402, and priced at $2.35 (stock number 4500-00118). 
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CHAPTER II 

PROCUREMENT PRINCIPLES AND REGULATIONS 

A. PROCUREMENT AND CONTRACTING BACKGROUND 

1. The major changes in procurement practices and regulations 
have occurred during or shortly after periods of war or as a result 
of practices which emerged because of military emergencies. 

During the decades of 1950, 1960, and 1970, the use of Federal con
tracting to promote social and economic benefits has grown signifi
cantly. 

Military procurement captured the attention of leaders and the public 
and became of concern to the Congress long before attention was 
directed to the growing procurement of the civilian Departments: 

-In 1792, the Congress provided that war supplies would be 
purchased by the Treasury Department. 

-In 1809, the first Federal statute requiring advertising of 
bids was enacted. 

-In 1842, a specific procedure for advertising was made a law 
and it covered purchase of stationery supplies. 

-In 1843, a statute was enacted providing for bid abstracts. 
-In 1860, Revised Statutes permitted two exceptions to adver-

tising. 
In 1916, the National Defense Act permitted emergency pro

cedures during wartimes. 
-At the close of World War II, a study was made to develop 

effective peacetime procedures. The proposed bill in 1946 was 
enacted as the Armed Services Procurement Act of 1947. The Act was 
implemented by development of the Armed Services Procurement Regula
tion (ASPR). 

-The Federal Property and Administrative Services Act was 
enacted in 1949. It is implemented as the procurement regulations 
for the civilian agencies in the Federal Procurement.Regulations (FPR). 

-Each regulation has grown; some changes have been made to 
cure isolated instances of incorrect practices. The ASPR now con
tains over 3000 pages, divided into 26 sections and 15 appendicies. 
One of the sections, Section VII covering contract clauses was 
recently issued separately and is for sale as a separate document by 
the Government Printing Office. Section VII, Contract Clauses, is 
521 pages in length! 
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2. The new or inexperienced minority-firm should recognize 
at the outset that the ASPR is confusing to one without military 
contracting experience. If the firm deals with civilian agencies 
as well as military Departments, one will be more confused because 
of the inconsistencies between the ASPR regulation and the FPR 
regulations and the different implementing internal regulations as 
may be issued by various civilian agencies. 

The regulations have been called voluminous, exceedingly com
plex, and at times difficult to apply by the Comptroller General 
of the United States. If the regulations appear complex to the 
Comptroller General, imagine how they must seem to a new contractor 
or subcontractor who is faced also with "flow down clauses" or 
purchase order "boilerplate" which incorporates many clauses by 
reference and in addition applies other industrial clauses to pro
tect the prime contractor. It is important to note that the majority 
of the prime contract clauses, however, are mandatory. About 32 
of the clauses are mandatory for £lowdown from prime contractors to 
subcontractors. 

3. The magnitude of procurement regulations is hard to compre
hend. As an example, a contracting officer at one installation had 
a five-foot shelf of procurement and related procurement regulations 
which he was responsible for knowing and applying to the extent that 
they governed his area of procurement. 

There are more than 4,000 statutes which affect Federal procure
ment and contracting transactions. The statutes are backed-up by 
Public Laws, policies reflecting the sense of the Congress, Executive 
Orders, and the regulations and implementing procedures. The ASPR 
has the force and effect of law. A complete understanding of all 
of the inconsistent, duplicative, or conflicting policies is im
possible. Even if it could be made possible, there are changes 
being introduced at every moment. Thus to achieve a workable 
understanding of the regulations, look first to the solicitation -
the invitation for bid or the request for proposals - and look to 
the contract for each procurement action. Understand the effect of 
the relatively few clauses in the solicitation and in the contract. 
If a firm does not have the ASPR or FPR, those clauses incorporated 
by reference may be reviewed or copied at the procurement office. 

4. The relatively inexperienced firm is cautioned not to apply 
uninformed interpretations to a solicitation or contract clause. The 
effect of noncompliance or self-modification of certain clauses or the 
use of informal agreements with someone other than the authorized 
contracting officer can financially break a firm. 

The majority of the clauses which will be contained in the General 
Provisions of a procurement solicitation and in the contract which 
may be awarded are mandatory in Federal contracts (some are mandatory 
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in certain subcontracts) - any attempt to have them modified or de
leted generally will be useless. Deletion or modification of certain 
clauses will render bids and proposals nonresponsive and a firm will 
not be in line for an award which otherwise might have been made 
from a successful bid. 

5. Procurement principles in Government contracting have always 
been the same as in any effective commercial market place. Competi
tion is preferred; fixed price contracts are preferred; award should 
be made on price (and other total cost factors which are specified), 
quality (as specified), and timely delivery; excess profits are to 
be avoided - the price should be fair and reasonable. 

Present day procurement problems are numerous and complex for the 
Government (and for the contractors) but the principles of good pro
curement in 1975 are essentially the same as the principles demanded 
by the Commissary General of the Revolutionary Army for this emerging 
Nation in 1775. 

B. FEDERAL PROCUREMENT POLICY 

1. The two basic procurement policies and regulations which are 
used for the predominant number and amount of procurements are the Armed 
Services Procurement Regulation and the Federal Procurement Regula
tions (FPR). Another basic regulation frequently used is the NASA 
Procurement Regulation (implementing the FPR); however the NASA PR 
closely follows the coverage and the sense of ASPR. 

2. The FPR is not as inclusive or far reaching as the ASPR. They 
were very similar when they began about twenty five years ago, but the 
ASPR since 1950 has had many additions to it which were not incorporat
ed into the FPR. 

In 1971 and 1972, the Commission on Government Procurement studied 
the advantages and disadvantages of a single Federal procurement regula
tion to avoid the complexities and confusion of two separate regula
tions with extensive, sometimes inconsistent implementation by certain 
new civilian agencies. As of this writing, the dual regulation issue 
is still unresolved, but the new Office of Federal Procurement Policy 
in the Office of Management and Budget (0MB) will work on the Commis
sion's recommendation to the Congress concerning consolidation of the 
Armed Services Procurement Act of 1947 and the Federal Property and 
Administrative Services Act of 1949, thus providing a common statutory 
basis for procurement policies and procedures applicable to all 
Executive agencies. 

Certain contractors and subcontractors ordinarily do business in 
the commercial world under the Uniform Commercial Code. The common 
law affords certain nonjudicial remedies to the prime contractors 
and subcontractors. The Uniform Commercial Code is considered as a 
guide to Government contracts when no other Federal precedent is 
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applicable; however, it is said that Government contract clauses strip 
the contractor of nonjudicial remedies under the Disputes clause of 
the contracts and also give nonjudicial remedies to the Government 
under the Inspection and Default clauses of the contracts. It is 
important for the firm serving as a subcontractor to remember that 
the subcontractor does not have the right of appeal directly to the 
Government contracting officer and to the Government Boards of Con
tract Appeals - the Government does not have privity of contract 
with the third party, the subcontractor, and contractual disputes 
between the prime and subcontractor must be resolved by the two 
parties. 

The Uniform Commercial Code, to a large extent, covers the law 
where two firms have failed to specify certain matters in a contract. 
When the prime contractor is a relatively new firm or when both the 
prime and the subcontractor are inexperienced, there may be examples 
where the experiences under the Uniform Commercial Code are applied 
incorrectly as a basis for business dealings - especially in the 
areas of bids and proposals, acceptances of the contract, or changes 
to the contract. In Government contracting, most of the exclusions 
and exceptions covered by the Uniform Code are made explicit by quote 
or by reference in the solicitation and in the contract itself. 

3. Major differences between the ASPR and the FPR are found in 
the coverage for procurement of major systems and Research and Develop
ment. The new contractor or the relatively inexperienced contractor 
providing supplies and services under a fixed price contract and 
competitively will find very few differences between the two regula
tions as they apply to most fixed price, competitive contracts. Each 
contractor, however, should be familiar with the general provisions 
and any supplementary contract provisions which may be attached to 
the invitation for bids or contract forms or incorporated by reference. 

4. Subjects covered in the general provisions of supply contracts 
include: variations in quantity, inspection requirements, payments, 
assignment of claims, default, disputes, patents, Buy American Act, 
Walsh-Healey Public Contracts Act, contingent fees, and other subjects 
having a significant bearing on supplier performance. Provisions of 
general importance regarding bidding rules are· included on Standard 
Form 33A in solicitations. Standard Form 32 contains the general 
provisions covering contracts for supplies and services, and examples 
of clauses are referenced in Chapter IV of this Guide in the section 
dealing with "How to Prepare a Bid." 

Many of the referenced clauses in the general prov1s1ons are of 
major importance during the performance period, after award, and the 
Disputes clause and the Default clause will be discussed further in 
the Chapter dealing with Contract Administration. 
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S. The FPR contains 19 Parts as compared with the 26 Sections of 
ASPR. Probably the most often used coverages are found in Section II 
of the ASPR covering Procurement By Formal Advertising, Section III of 
ASPR covering Procurement By Negotiation, Section VII covering Clauses, 
and Section XV covering Contract Cost Principles; the Definition of 
Terms is found in Section I, Part 2 of ASPR; the DOD policy statement 
covering Minority Business Enterprises is found in ASPR Section I, Part 
3 (ASPR 1-332); ASPR Section I, Part 7 provides coverage on Small 
Business Concerns (size standards, set-asides, contracting with the 
SBA under Section 8(a), and Certificates of Competency); ASPR 1-903 
sets forth minimum standards for responsible prospective contractors 
and ASPR 1-905.4 covers Pre-Award Surveys of a prospective con
tractor's capability to perform; ASPR Section III, Part 4 covers 
Types of Contracts; and ASPR Section III, Part 8 covers Price Negotia
tion Policies and Techniques, and ASPR 3-807.2, -.3, -4 cover the 
requirement for price and cost analysis, cost or pricing data, and 
the certificate of current cost or pricing to be provided by the 
contractor under certain circumstances. The order of coverage of 
various subjects in the FPR generally follows the order of coverage 
in the ASPR. 

C. FORMAL ADVERTISING AND NEGOTIATION 

1. The concept of open competition is well known when formal 
advertising is performed; what is not well known or well understood 
is that price and technical competition are also found in negotiated 
contracts. Effective price competition occurs in both formally ad
vertised and negotiated procurement. 

2. The conditions under which formal advertising are appropriate 
and required include the following: 

-There is adequate time to carry out the formal advertising 
procedures. 

-There is the probability that two or more responsible firms 
will bid on the requirements, and actively compete to assure adequate 
competition. 

-The specifications are sufficiently precise in order that 
firms may bid and the bids can be evaluated on an equal basis. 

-Award can be made to the low responsive, responsible bidder 
without any negotiations, or discussions of either price or other 
terms of the contract. 

3. The conditions under which negotiations are appropriate are 
those conditions and exceptions where formal advertising is not 
appropriate. 

The following is a listing of the exceptions to U.S.C. (US Code) 
2304 which permit negotiation for DOD contracts when formal advertising 
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is not feasible or practicable, The exceptions to 41 U.S.C. 254 
permitting negotiation of civilian agency procurements are similar 
but exception numbers (14) and (16) are not applicable: 

(1) National Emergency 

(2) Public Exigency (the urgent requirement will not permit 
delay incident to advertising). 

(3) Purchases not in excess of $10,000. 

(4) Personal or Professional Services (must be of a techni-
cal nature). 

(5) Services of Educational Institutions. 

(6) Purchases Outside of United States. 

(7) Medicines or Medical Supplies (applies only to purchase 
of supplies peculiar to the field of medicine). 

(8) Property Purchased for Resale. 

(9) Perishable or Nonperishable Subsistence Supplies. 

(10) Impracticable to Obtain Competition (restricted to 
examples such as sole source of supply and inability to draft 
specifications). 

(11) Experimental, Developmental, or Research Work. 

(12) Classified Purchases (should not be used when negotia
tion may be authorized under any other exception). 

(13) Technical Equipment Requiring Standardization of Parts 
(interchangeability of parts are necessary and in the public interest). 

(14) Technical Equipment Requiring Substantial Initial 
Investment (where formal advertising would be likely to result in 
additional cost to the Government by reason of duplication of in
vestment or would result in duplication of necessary preparation 
which would unduly delay the delivery). 

(15) Negotiation after Advertisement (after a determination 
that bid prices received are unreasonable, or were not independently 
reached in open competition). 
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(16) National Defense or Industrial Mobilization (when it is 
determined to be in the interest of the Nation in having available 
facilities and capabilities established or maintained -- each military 
Department is required to twice yearly furnish the Congress with the 
identity of each contractor and the nature and amounts of such con
tracts negotiated under this exception). 

(17) Otherwise Authorized by Law (is used to avoid unintended 
conflict between the two major procurement statutes and other statutes 
authorizing negotiation for a particular procurement). 

4. One of the principal differences between the request for pro
posals (RFP) for negotiated contracts and the invitation for bids 
(IFB) for formally advertised contracts is the type of contract which 
is awarded under each. Negotiated procurements may result in a Firm 
Fixed Price contract or any of the incentive type contracts or other 
cost reimbursement type contracts such as Cost Plus Fixed Fee (CPFF). 
Formally advertised procurements result in a Fixed Price contract. 

5. Advertised bidding consists of a rigid set of formalized 
steps: 

-The procurement starts with the issuance of an IFB solicita
tion which contains specifications describing the actual minimum 
needs of the Government. 

-Sealed offers are received by a specified time. 
-Bids are publicly opened at a specified time and bids are 

generally determined at this time to be responsive or nonresponsive. 
-Award of a contract is made to the lowest bidder determined 

to be a responsible bidder, whose bid conforms in all material respects 
to the requirements of the solicitation, another form of responsiveness. 

Negotiation procedures are not rigid, but certain procedures are 
required, and negotiation is required to be competitive to the extent 
practical: 

-lheprocurement starts with the issuance of an RFP (which in 
certain Departments may have been preceded by a Request for Quotations, 
RFQ). 

-The RFP, like the IFB, will set forth all significant matters 
which affect the opportunity of the offerors to compete on an equal 
basis; cost will always be considered but does not necessarily rank 
high or highest in the special evaluation factors. 

-Proposals are received by a specified time. 
-Proposals are not publicly opened. 
-Proposals are evaluated in accordance with the evaluation 

criteria in the solicitation in order to determine responsiveness and 
acceptability. 
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-Cost and technical and other factors are judged and com
pared with preestablished weightings to determine the offerors 
considered to be in a competitive range where discussions may 
lead to consideration for award. 

-Proposals need not be negotiated if the RFP provided 
that award could be made without further discussion and certain 
conditions are present. 

-Negotiation (discussion) generally implies a series of 
offers and counteroffers until a mutually satisfactory agreement 
is concluded, but one discussion session may be sufficient. 

-Negotiations may be oral or written. 
-All responsible firms determined to be in a competitive 

range will be advised of a common cut-off date and time when best 
and final offers will be accepted. 

6. Generally, the newer minority-owned firms will not be in
volved in negotiated procurements as much as advertised bidding 
procedures. The negotiations by a minority-owned firm under the 
Section 8(a) contracting procedures may be less formalized because 
the firm will be negotiating as a subcontractor with the prime con
tractor, the Small Business Administration. 

At the same time, the minority-owned firm should seek out all 
available information from the activity's Small Business Specialists 
concerning the negotiation procedures involved when responses to an 
RFP are planned. It is important to note that all of the negotiation 
procedures and regulations which direct the practices are not con
tained in full in the ASPR or the FPR. 

Negotiation procedures and practices have evolved from the regu
lations, from Public Law, and from a series of Comptroller General 
(General Accounting Office) decisions. An affirmative requirement 
to conduct negotiations (discussions) with all offerors in a compet
itive range was established with the enactment of Public Law 87-653 
on September 10, 1962. This Public Law also required offerors in 
certain cases to disclose the basis for all pricing and this require
ment for disclosure and submission of cost or pricing data will be 
discussed in Chapter V of the Guide. 

The requirement to conduct negotiations with offerors in P.L. 
87-653 is now found as subsection (g) to 10 U.S.C. 2304. Although 
the law originally applied to DOD procurements, the substantive 
provisions have been adopted in the FPR for civilian agency negotia
tions - see FPR 1-3.805.1 and also ASPR 3-805.1. For the student of 
negotiation and importantly for the personnel of a firm needing to 
know the basis for negotiation practices, refer to the following 
principal General Accounting Office decisions: 
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-45 Comp. Gen. 417 (1966) 
-45 Comp. Gen. 749 (1966) 
-47 Comp. Gen. 29 (1967) 
-48 Comp. Gen. 449 (1968) 
-48 Comp. Gen. 536 (1969) 
-48 Comp. Gen. 583 (1969) 
-49 Comp. Gen. 156 (1969) 

D.SOCIO-ECONOMIC POLICIES 

1. It is probable that the most comprehensive and complex socio
economic policy in Government procurement is that policy favoring small 
business. In view of the large amount of Federal contracting and the 
multiplying effect of that contracting through services and supplies 
for employees of primes and subs, there is a big effect on the national 
economy. 

It has been determined by the Congress and the Executive Depart
ment to be in the Nation's interest to use the Federal procurement 
programs to support our socio-economic policies. Most people, however, 
are unaware of the large number of programs, policies, and objectives 
which are supported to a large degree by Federal contracting. A major 
step in assuring that objectives are fostered is the inclusion of 
certain clauses in Government contracts which require the contractors 
and certain subcontractors to do certain things or not to do certain 
things. 

2. There are valid arguments or at least important questions con
cerning the attempt to foster or enforce socio-economic policies at 
the expense of the procurement process. 

Businessmen at all levels complain about Government "red tape" in 
contracting and the growth of clauses in contracts. Several of the 
clauses may require record-keeping or reports during administration or 
clearances before contract awards - naturally the cost of supporting 
the programs through contracting are borne by the contract price, 
eventually impacting on the businessmen and their employees, the tax
payers. At the same time the Federal Government has made a conscious 
decision to utilize the procurement process as one of the vehicles in 
its efforts to advance social and economic improvements. in several 
areas at several levels. One of the Government sponsored small busi
ness training program manuals has included the following statement: 

"The considerations include the concept that the Nation's 
defense is bound up with the Nation's welfare. Economic 
instability, a limited competitive and industrial base, and 
social unrest can threaten and undermine the security of the 
Nation and reduce its military capability. 
"There is a realization that while some socio-economic pro
grams do not appear to be cost-effective from a particular 
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agency's perspectivet they often are quite cost~ 
effective from an overall social cost standpoint. 
The lowest cost procurement to an agency will not neces
sarily result in the lowest cost procurement to society 
as a whole." 

3. The Report of the Commission on Government Procurement, 
December 31, 1972, listed about thirty-nine social and economic 
programs implemented through the procurement process, and the Report 
summarized the cost and time problems associated with the most 
significant programs. The list included the following: 

Buy American Act 
Preference for United States Manufacturers 
Small Business Act 

including its Section 8(a) authority 
Service Contract Act 
Employment Openings for Veterans 
Blind-Made Products 
Labor Surplus Area Concerns 
Vietnam Veterans Readjustment Act 

The implementation of the majority of the social and economic 
programs has resulted in the issuance of standard contract clauses, 
some of which also flow-down to the subcontracts. The history of 
attempts to bring about social changes through the procurement pro
cess goes back at least to the enactment of the Eight Hour laws when 
the eight-hour day was first extended to workers employed by Federal 
project contractors in 1892. 

4. More than one socio-economic program operate along with the 
procedures and under the general practices of the Departments' 
Small Business Programs. 

For more than 30 years, the Federal Government has recognized that 
its procurement program needs the assistance of small business -
likewise, small business needs-assistance from Government to assure 
that the huge, constantly changing, and often confusing procurement 
process provides opportunities for small businesses to compete and 
receive a fair proportion of the procurement budget. 

The Small Business Administration was established first in 1953 
and the original Small Business Act was enacted in 1953. Since that 
time, the DOD has made small business awards amounting to more than 
$100 billion or about 18 percent of the dollar amount of awards to 
all business firms for work in the United States. 
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a. Small businesses receive several special privileges which 
are made available to them to assure small business a fair share of 
Government procurement. Among these small business considerations are 
Set-Asides, Certificates of Competency, and favorable Progress Pay
ments. 

(1) The Set-Aside program provides that appropriate procure
ments shall be set aside for the exclusive competitive participation of 
small business concerns in the interest of assuring a fair proportion 
of awards for small business. Total set-asides may be appropriate if 
the contracting officer and small business specialist determine that 
there is a reasonable expectation that offers will be obtained from a 
sufficient number of responsible small business concerns so that awards 
will be made at a reasonable price. Total set-asides are not to be 
made unless such a reasonable expectation exists. Contracting officers, 
small business specialists, and SBA Procurement Center Representatives 
also seek partial set-asides when appropriate; these are set-asides on 
portions of proposed procurements. The partial set-asides permit small 
firms to participate on a competitive bid basis in procurements which 
would be too large for the individual small business or on procurements 
where part of the requirement is reserved for planned emergency pro
ducers and necessary for maintaining a mobilized productive capacity. 

Determinations to make set-asides are unilateral or joint. 
A unilateral determination is one which is made by the contracting 
officer normally upon initiation of the set-aside by the small business 
specialist. A joint set-aside is one which is made jointly by an 
SBA representative and the contracting officer. Usually, unilateral 
determinations are used as a basis for set-asides, but SBA does review 
the set-aside program to assure that it is effective. 

In addition to set-asides of individual procurements, 
procurement offices often set aside classes of current and future pro
curements of selected items or services for exclusive participation 
by small business. 

Certain procurements where two or more small businesses 
are expected to compete effectively may not be set aside when it is 
determined to be in the best interest of the Government not to restrict 
sources. It may be especially important in certain R&D procurements 
to seek a wide spectrum of approaches and the RFP list may not be 
restricted to small businesses in these cases. 

In the procurement of certain items, the objectives of 
both the Small Business Program and the Labor Surplus Area program are 
attained in a single procurement exclusively set aside for small busi
ness and a portion further set aside for awards to small business 
concerns which are also Labor Surplus Area concerns. Certain procure
ments may be restricted solely to Labor Surplus Area concerns under 
partial set-aside procedures, but preference for awards to.Labor Surplus 
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Area concerns will not extend to approval of payment for any price 
differential for the purpose of carrying out the policy of assist
ance. 

(2) Certificates of Competency are sometimes issued by the 
Small Business Administration certifying to the competency of a small 
business firm as to its capacity and credit. "Capacity" means the 
overall ability of a bidder to meet quality, quantity, and time re
quirements for a proposed contract and includes ability to perform, 
organization, experience, technical skills, and equipment and 
facilities or the ability to obtain them. Certificates of Competency 
(COC) are not issued for matters concerning the responsiveness of 
a bidder but only in certain matters of responsibility. 

In procurement where the highest competence obtainable or 
the best scientific approach is needed, as in certain negotiated pro
curement of research and development, highly complex equipment, or 
personal or professional services, the certificate of competency 
procedure is not applicable to the selection of the source offering 
the highest competence obtainable or best scientific approach. How
ever, if a small business concern has been selected on the basis of 
the highest competence obtainable or best scientific approach and, 
prior to award, the contracting officer determines that the concern is 
not responsible because of lack of capacity or credit, the certificate 
of competency procedure is applicable. 

In DOD procurements, the COC procedure is requested usually 
after a low responsive bidder has received a "negative" capability 
report following a preaward survey by the Defense Contract Adminis
tration Services office. The SBA does not necessarily disagree with 
the preaward survey findings and may not issue a COC; however, after 
the SBA has studied the firm's financial conditions and production 
capabilities to meet the contract requirements, the SBA may determine 
the firm is competent to perform and meet schedule in accordance 
with requirements. The contracting officer, by law, must accept SBA's 
findings as conclusive as far as financial and production require
ments of the particular contract are concerned. 

Certificates of Competency are issued by SBA if: 

-The small firm in question has submitted the lowest respon
sive bid on an advertised or a negotiated purchase. 

-The Government official responsible for making the purchase 
does not believe the bidder is able to perform the particular contract, 
either for financial or productive reasons, or both. 
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-A survey by SBAts financial and production specialists has 
convinced the agency that the firm is capable of performing the con
tract satisfactorily. 

When a contract has been awarded as the result of a Certificate of 
Competency, the SBA follows the progress of the contract until it is 
completed. If the contractor has difficulty meeting production schedules 
because of technical or other problems, SBA offers assistance in solving 
them. Although action in this procedure originates when the contracting 
officer rejects a small firm's bid, the application must be submitted 
by the small business bidder after he is notified by SBA that the 
government procuring office proposes to reject his bid. 

(3) Progress payments for small businesses are more favorable 
than progress payments for large business. Under certain conditions• 
progress payments for small business may be up to 85 percent of the 
amount of the contractor's total costs incurred under the contract 
while progress payments for large businesses are limited to 80 percent. 

The need for progress payments will not be considered as a handi
cap or adverse factor in the award of contracts, but the offer of pro
gress payments must be in the solicitation and available to all bidders 
on an equal basis. Also, the contractor's accounting system and controls 
must be determined by the Government to be adequate for segregation and 
accumulation of contract costs. It is important to remember that bids 
conditioned on the need for progress payments when the IFB does not 
offer progress payments will be termed nonresponsive. 

The contracting officer may reduce or suspend progress pay
ments or liquidate them at a higher rate whenever he finds upon sub
stantial evidence that the contractor is failing to make progress or 
is in such unsatisfactory financial condition as to endanger perfor
mance and satisfactory completion of the contract, or is delinquent 
in payment of costs of performance of the contract (labor and suppliers). 

M1nority-owned small business firms serving as subcontractors to 
prime contractors under Government contracts may be eligible also for 
progress payments at tne same favorable rate of 85 percent when there 
is expected to be a long lead time between the beginning of work and 
the first delivery. More favorable consideration also fs given to 
small business in subcontract payments because the long lead time is 
defined as·four months for small business and six months for large 
business. 

The need for progress payments may arise after contract award 
and such payments may be made available based on certain considerations 
passing to the Government. Each such case is dealt with and decided 
on its own merits after changed financing circumstances arise after 
award, but usually monetary or other good consideration is offered, 
and negotiated as fair and reasonabl·e and in the best interest of the 
Government by the contracting officer. 
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While the Government as well as industry expects the 
supplier to finance its own contracts, the financing regulations 
are intended to facilitate and accelerate the making of progress 
payments in appropriate cases to qualified contractors who are 
deemed competent and capable of satisfactory performance. Minority
owned firms performing under Department of Defense contracts should 
understand the opportunities, the limitations, and the requirements 
for financing assistance as described in the ASPR, Appendix E, 
Defense Contract Financing Regulations. The regulations in Appen
dix E to the ASPR cover Government guaranteed loans and advance 
payments as well as progress payments. 

Progress payments are to be regarded as a useful working 
tool that may be used to the benefit of the Government, as well as 
the contractor. The system of financing makes possible long lead 
time and volume production that could not be accomplished otherwise; 
however, contract financing is designed to supplement other funds 
available to the contractors from their own resources or sources -
it is not a socio-economic program designed to reduce interest ex
pense and increase profit. 

b. It is the policy of the Government that Minority Business 
Enterprises shall have the maximum practicable opportunity to par
ticipate in the performance of Government contracts. The policy 
extends to negotiated contracts as well as formally advertised 
contracts - the ASPR (ASPR 3-104) states, "when negotiation is 
conducted, consideration shall be given to the size and minority 
status of the business concerns ... " 

The definition of a Minority Business Enterprise for contracting 
purposes is contained in the contract clause of ASPR (ASPR 7-104.36) 
as follows: 

" ... the term "minority business enterprise" means a busi
ness, at least SO percent of which is owned by minority 
group members or, in case of publicly-owned businesses, 
at least 51 percent of the stock of which is owned by 
minority group members. For the purposes of this 
definition, minority group members are Negroes, Spanish
speaking American persons, American-Orientals, American
Indians, American Eskimos, and American Aleuts. Con-
tractors may rely on written representations by subcontractors 
regarding their status as minority business enterprises in 
lieu of an independent investigation." 

In prime contracts which may exeeed $500,000 and which offer 
substantial subcontracting opportunities, the following clause is 
included: 
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ASPR 7-104.36(b) 

MINORITY BUSINESS ENTERPRISES SUBCONTRACTING PROGRAM 
(1971 NOV) 

(a) The Contractor agrees to establish and conduct a program 
which will enable minority business enterprises (as defined 
in the clause, entitled, "Utilization of Minority Business 
Enterprises") to be considered fairly as subcontractors and 
suppliers under this contract. In this connection, the 
Contractor shall: 

(1) Designate a liaison officer who will administer the 
Contractor's "Minority Business Enterprises Program." 

(2) Provide adequate and timely consideration of the 
potentialities of known minority business enterprises in all 
"make-or-buy" decisions. 

(3) Assure that known minority business enterprises will 
have an equitable opportunity to compete for subcontracts, 
particularly by arranging solicitations, time for the prepara
tion of bids, quantities, specifications, and delivery 
schedules so as to facilitate the participation of minority 
business enterprises. 

(4) Maintain records showing (i) procedures which have 
been adopted to comply with the policies set forth in this 
clause, including the establishment of a source list of 
minority business enterprises, (ii) awards to minority 
business enterprises on the source list, and (iii) specific 
efforts to identify and award contracts to minority business 
enterprises. 

(5) Include the "Utilization of Minority Business 
Enterprises" clause in subcontracts which offer substantial 
minority business enterprise subcontracting opportunities. 

(6) Cooperate with the Contracting Officer in any 
studies and surveys of the Contractor's minority business 
enterprises procedures and practices that the Contracting 
Officer may from time to time conduct. 

(7) Submit periodic reports of subcontracting to known 
minority business enterprises with respect to the records 
referred to in subparagraph (4) above, in such form and 
manner and at such time (not more often than quarterly) as 
the Contracting Officer may prescribe. 

(b) The Contractor further agrees to insert, in any sub
contract hereunder which may exceed $500,000 provisions which 
shall conform substantially to the language of this clause, 
including this paragraph (b), and to notify the Contracting 
Officer of the names of such subcontractors. 
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It has been found that the major stumbling block to in~ 
creasing participation of minority-owned firms in Government pro
curement has been the problem of identifying capable minority-owned 
sources, especially in R&D procurements. Also, for one reason or 
another, certain minority-owned firms have been reluctant to leave 
their total participation in the commercial sector, or have been 
reluctant to partially leave their major role as a subcontractor 
and supplement that role with prime contract responsibilities. 
Many small firms as well as some large businesses prefer the role 
of subcontractor and supplier to major prime contractors. Addition
ally, countless numbers of minority-owned firms have been long time 
suppliers of the Government or its prime contractors without dis
closing the basis of ownership, and identification of minority 
ownership has been a fairly recent matter of record-keeping by 
certain procurement offices. 

The Minority Business Enterprises policy statement in ASPR 
is quoted as follows: 

ASPR 1-332 

MINORITY BUSINESS ENTERPRISES. 

1-332.1 General. 
(a) In connection with Executive Order 11625, October 13, 
1971 (36 P.R. 199, October 14, 1971), it has been determined 
that the national interest requires increased involvement 
of minority business enterprises in Federal procurement pro
grams. Particular emphasis should be placed on utilizing 
minority enterprises for procurement involving small purchases, 
construction, and service contracts. Liaison should be 
maintained with Governmental and private sources maintaining 
lists of minority enterprises to insure that potential 
minority sources of supplies and services are listed on 
appropriate bidders lists. 
(b) The implementation of this policy involves other types of 
assistance such as contracting with the Small Business Adminis
tration under Section S(a) of the Small Business Act (see 
1-705.5). Additionally, to further the opportunities of 
minority business enterprises to participate in the perform
ance of Government contracts, maximum practicable opportunity 
should be provided for these firms to participate as sub
contractors and suppliers to prime contractors and sub
contractors under Government contracts. 
(c) Accordingly, effort should be put forth to provide 
minority business enterprises counseling services with 
respect to procurement policy and procedures and informa
tion covering DOD business opportunities, and to have the 
names of such firms included on source lists at the various 
purchasing offices. Also, the Minority Business Subcontract
ing Program (1-332.2) shall be effectively implemented. 
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1-332.2 Minority Business Enterprises Subcontracting Program. 
The Government"s minority business enterprises subcontracting 
program requires Government contractors to assume affirmative 
obligations with respect to subcontracting with minority 
business enterprises. These obligations are in addition to 
those required under the small business subcontracting pro
gram (1-707) and under the labor surplus area subcontracting 
program (1-805). In contracts which range from $5,000 to 
$500,000, the contractor undertakes the accomplishment of 
a maximum amount of subcontracting with mi~ority business 
enterprises, consistent with efficient performance of the 
contract. This is in the clause in 7-104.36(a). For con
tracts which may exceed $500,000, the clause in 7-104.36(b) 
requires that the contractor undertake a number of specific 
responsibilities designed to assure that minority business 
enterprises are given all possible consideration in the 
placement of subcontracts and to impose similar responsi
bilities on major subcontractors. 

The President and the Secretaries of the Executive Departments 
and procurement officials have periodically updated earlier Executive 
Orders dealing with encouragement for the need of increased involve
ment of minority-owned businesses in Government procurement programs. 
Involvement, however, is a two-way street and minority-owned firms 
should make a determined effort to do an effective marketing job. 
Evaluate your capabilities with a reasonable, critical view, and get 
on appropriate bidders lists. Help the Government Small Business 
Specialists to help you. Remember that there are many, many procure
ments where the buyer needs you just as much or more than you may need 
the buyer - there are many examples of items for which the buyer has 
received limited competition, maybe no more than two bids, or one, 
or none. Procurement is constantly in movement, changing. Procure
ment is not scientific and we cannot look for regularities - a customer 
today may not be a customer next year because of program changes or 
funding restrictions, and an activity which does not maintain a bidders 
list for certain commodities or services today may be a potential 
customer next year when repetitive needs will be initiated. 

E. THE SECTION 8(A) PROGRAM 

1. The Minority Business Enterprises program in Government pro
curement is not the Section 8(a) procurement procedure; however, 
contracting with the Small Business Administration by Government De
partments under Section 8(a) of the Small Business Act is one of the 
methods employed to further the involvement of minority-owned business
es. 
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.. 
The Section 8(a) program deals with disadvantaged persons (firms) 

as subcontractors and not necessarily with minority-.owned firms. 

Seccion 8(a) of the Smal1 Business Act empowers the SBA "to 
enter into contracts with the United States Government and any De
partment, agency, or"officei thereof having procurement powers ... to 
furnish articles, equipment, supplies or materials to the"Govern
ment ... " By subcontracting tne performance of such contracts to 
the disadvantaged.small business firm, SBA through its Office of 

· Business Development aids the weak existing comp~ny as well as the 
newly established firm to develop into a heal thy·i viable business. 
Contracts with a value ·of $576 million were awarded under the 8(a) 
program during the period.from·its inception in Fiscal year 1968 
to J~nuary 4, 1974. It should be noted that the benefits of the 
8(a) program are available to all disaovantaged persons who meet the 
established criteria of being ·socially or economically disadvantaged 
or live in a depressed area. Most of the as·sistance under this 
program, both in number of cases and dollar volume, has been fur
nished to members of minority groups since.they were most generally 
in ~eed·of assistance in the period since the active use of the 
program. 

During the first six and one half years of activity under the 
8(a) program, 34 Government Departments and agencies awarded 5,536 
contracts, valued at $576,589,399. In that period 2,517 of the 
contracts valued at $183.2 million were completed. Also in that 
period, DOD awarded about 28 percent of the 8(a) contracts but the 
value of DOD awards was slightly more than 50 percent of the total; 
General Services Administration was the largest single user of 8(a) 
contracts in the group of civilian Departments and agencies, issuing 
nearly 1400 contracts val~ed at nearly $110 million. 

SBA reported in October 1973 that in the prior two years, a total 
of 138 Section 8(a) subcontractors had failed, but that was out of a 
total of well over 2,000 companies in the program. It also was re
ported during the past year that there have ·been 100 .8 (a) contracts 
terminated, amounting to about $17.2 million. Reported delinquencies 
in a large number of contracts have been found gene;ally in the small 
value contracts. 

2. There appears to be a great amount of misinformation about 
the Section 8(a) program, and many contractors state that they have 
no information about it. 

a. Section 8(a) of the Small Business Act is reiatively 
simple. It grants the Small Business Administration authority to 
make contracts with the U.S. Government agencies and to let sub
contracts for performance of such contracts. Section 8(a) is quoted, 
as follows: 



Small Business Act of 1958, As Amended 

"Sec. 8. (a) It shall be the duty of the Administration and it 
is hereby empowered, whenever it determines such action is 
necessary--

(!) to enter into contracts with the United States Govern
ment and any department, agency, or officer thereof having 
procurement powers obligating the Administration to furnish 
articles, equipment, supplies, or materials to the Government. 
In any case in which the Administration certifies to any 
officer of the Government having procurement powers that the 
Administration is competent to perform any specific Government 
procurement contract to be let by any such officer, such of
ficer shall be authorized in his discretion to let such 
procurement contract to the Administration upon such terms 
and conditions as may be agreed upon between the Administra
tion and the procurement officer; and 

(2) to arrange for the performance of such contracts by 
negotiating or otherwise letting subcontracts to small
business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, 
or parts thereof, or servicing or processing in connection 
therewith, or such management services as may be necessary to 
enable the Administration to perform such contracts." 

b. The term Minority Business Enterprise is not mentioned 
in Section 8(a), and there is no reference to Socially or Economically 
Disadvantaged Persons in Section 8(a). Regulations which implement 
Section 8(a) by SBA, however, do mention its authority to assist small 
business concerns owned and controlled by socially or economically 
disadvantaged persons. Also, Executive Order 11625, dated October 13, 
1971, defined a minority business enterprise as "a business enterprise 
that is owned by one or more socially or economically disadvantaged 
persons"; the definition went on to say, "such disadvantage may arise 
from cultural, racial, chronic economic circumstances or background 
or other causes ... n 

The implementing regulations are quoted as follows: 

Part 124.8-1 

SBA Rules and Regulations 
Amendment 5, effective May 25, 1973 

The 8(A) Program. 

(a) General.--These regulations implement section 8(a) of the 
Small Business Act (15 U.S.C. 637(a)) which authorizes SBA 
to enter into all types of contracts (including, but not 
limited to, supply, services, construction, research and 
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-----------------------------------------------, 

development) with other Government departments and agencies 
and negotiate subcontracts for the performance thereof. 

(b) Purpose.--It is the policy of SBA to use such authority 
to assist small business concerns owned and controlled by 
socially or economically disadvantaged persons to achieve a 
competitive position in the market place. 

(c) Eligibility.--(!) Social or economic disadvantage.-
An applicant concern must be owned and controlled by one or 
more persons who have been deprived of the opportunity to 
develop and maintain a competitive position in the economy 
because of social or economic disadvantage. Such disad
vantage may arise from cultural, social, chronic economic 
circumstances or background, or other similar cause. 
Such persons include, but are not limited to, black 
Americans, American Indians, Spanish-Americans, oriental 
Americans, Eskimos, and Aleuts. Vietnam-era service in the 
Armed Forces may be a contributing factor in establishing 
social or economic disadvantage. 

(2) Ownership and control.--Disadvantaged persons must 
presently own and control the concern except where a 
divestiture agreement or management contract, approved by 
the Associate Administrator for Procurement and Manage
ment Assistance, temporarily vests ownership or control in 
non-disadvantaged persons. 

(i) Proprietorships.--An applicant concern may be a pro
prietorship. 

(ii).--The ownership of at least a SO-percent interest 
in the partnership by disadvantaged persons will create a 
rebuttable presumption of ownership and control. 

(iii) Corporations.--The ownership of at least 51 per
cent of each class of voting stock by disadvantaged per
sons will create a rebuttable presumption of ownership 
and control. 

(iv) Divestiture agreements.--If an applicant concern is 
not presently owned and/or controlled by disadvantaged 
persons, the persons exercising such ownership and/or 
control must execute a divestiture agreement which will 
provide for ownership and control vesting in disadvantaged 
persons in accordance with the foregoing prescribed criteria 
within a reasonable period of time. All divestiture agree
ments must be approved by the Associate Administrator for 
Procurement and Management Assistance. 

(v) Management contracts.--All management contracts entered 
into by section 8(a) concerns must be approved by the 
Associate Administrator for Procurement and Management 
Assistance. 
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Part 124.8-2 Procedures .. 

(a) Submission of business plans,--Applicants must submit a 
business plan, including compiete information regarding the 
concern's qual1fications~ which will demonstrate that section 
8(a) assistance will foster its participation in the economy 
as a self-sustaining profit-oriented small business. In no 
event may the acceptance or approval of a business plan by 
SBA be construed as a commitment by SBA to award a single con
tract, a continuing series of contracts or provide any other 
assistance, contractual or otherwise. 

(b) Selection of potential contracts .. --SBA will, in consul ta
tion and cooperation with other Government departments and 
agencies, select proposed procurements suitable for performance 
by section 8(a) concerns. In making these selections, among 
the factors given consideration will be the percentage of 
all similiar contracts awarded under the section 8(a) program 
over a relevant period of time, issuance of prior public 
solicitation of the procurement under a small business set
aside, the probability that an eligible concern could obtain 
a competitive award of the contract, and the extent to which 
other small concerns have historically been dependent upon 
the contract in question for a significant percentage of their 
sales. 

(c) Non-disadvantaged participants in a contract.--To insure 
that the purposes of the section 8(a) program are being 
accomplished, applicants will disclose the extent to which 
non-disadvantaged persons or firms will participate in the 
performance of proposed section 8(a) contracts. Section 8(a) 
contractors may not subcontract any portion of a section 8(a) 
contract without the written consent of the SBA contracting 
officer. Joint venture agreements must be approved by the 
SBA Regional Director. 

(d) Negotiations of section 8(a) subcontracts.--Section 8(a) 
subcontracts shall be negotiated with approved section 8(a) 
companies on a limited competitive basis to the extent 
feasible and practicable. Price will not be a factor in such 
competition. It is recognized that in some cases competition 
will be neither feasible nor practicable due to limited avail
ability of qualified concerns, geographic considerations, or 
other factors. Section 8(a) subcontracts shall be awarded 
at prices which are fair and reasonable to the Government and 
to the subcontractor. 

(e) Program completion and termination.--A section 8(a) 
concern which has substantially achieved the objective of its, 
business plan will be notified that its participation in the 
program is completed. The judgment as to the completion of 
program preparation will be made in the light of the purposes 
of the program. 

If the objectives and goals set forth in the business plan 
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are not being met, the concern shall be informed what correc
tive measures are necessary. In cases where it is determined, 
in the judgment of SBA, that continued participation in the 
section 8(a) program will not further the program objectives, 
the concern will be notified that its participation in the 
program is terminated. Reasons which would indicate the 
necessity for program termination prior to completion of the 
business plan termination date are, among others: The 
unavailability of appropriate section 8 (a) contracting 
support; the inability of the section 8(a) concern to 
develop suitable commercial or competitive markets; inadequate 
management performance: and evidence of continued inadequate 
technical performance. 

The effect of Amendment 5 quoted above was of help to SBA, and 
Government Departments and agencies, in improving very necessary 
administrative steps and still allow the 8(a) program to function 
and move along smoothly. 

3. Issues of legality and constitutionality of the 8(a) program 
surfaced from time to time until February 19, 1974, when by inaction, 
the U.S. Supreme Court refused to consider earlier courts' rulings 
that the 8(a) program was proper. 

Among the contested 8(a) awards was the Baillie case which finally 
moved on to the Supreme Court after first receiving a negative ruling 
in a District Court and then an affirmative ruling in the Court of 
Appeals (Ray Baillie Trash Hauling, Inc., et al. v. Kleppe, CAS, 
1/5/73). 

The story of the Baillie case can be told something along the 
following lines: 

A contract for trash collection from Homestead Air Force Base 
in Florida had previously been a small business set-aside and 
awarded competitively for less than $50,000 each year. All three 
plaintiffs in the Baillie case were white-owned small businesses, 
and two of them had bid successfully for the contract in 1968 
and 1969. In 1970, the Air Force awarded the contract to SBA 
for a two-year period, and the SBA awarded the first year non
competitively, under its 8(a) program, to a black-owned small 
business at subcontract price of $65,000. 

Upon learning that SBA intended to extend this subcontract for 
the 1971 services, the plaintiffs demanded an opportunity to 
compete. After SBA rejected this demand and executed a second 
year's ·subcontract with the minority firm, plaintiffs filed suit 
for injunctive relief. In October 1971, the U.S. District Court 
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for the Southern District of Florida entered a judgment declaring 
that the subcontracts awarded to th_e minority firm were ttunauthor
ized by law and illegal/' and ruling that the trash collection 
services should be contracted for "on the basis of the maximum 
competitive bidding practicable among the plaintiffs and other 
similarly situated small business concerns." An appeal was taken 
by the Government. 

The United States Court of Appeals for the Fifth Circuit reversed 
the earlier ruling of the District Court in January 1973. First, 
the Appellate Court said in its opinion, it had to decide whether 
the case was moot. The minority firm did not perform satisfactorily 
and its subcontract was terminated by the Air Force shortly before 
the District Court issued its judgment. The Air Force then negotiated 
a contract with one of the plaintiffs for the remainder of the year. 
The case was not moot, the court ruledi if there was a reasonable 
expectation that the act complained of would be repeated 1 and the 
SBA's intention to make future awards of the Homestead contract 
under its 8(a) program showed that a real controversy still 
existed. The Court disagreed with the District Court's ruling 
that SBA's section 8(a) program was statutorily unauthorized, that 
SSA's powers under section 8(a) were limited to periods of emer
gency, and that SBA was bound by other statutes requiring Government 
procurement contracts to be awarded competitively. 

"The declared policy of the Small Business Act," the Court said," 
is to aid, counsel, assist, and protect the interests of small 
business concerns and to insure that a fair proportion of Govern
ment contracts or subcontracts be placed with small business enter
prises. Congress gave SBA broad powers to accomplish this goal. 
The SBA is authorized by section 8(a) to enter into procurement 
contracts with other Federal agencies and to arrange for the per
formance of those contracts by subcontracting with small business 
concerns or others. The fact that the 8(a) program, as adminis
tered by SBA, is not specifically mentioned in the statute, does 
not mean it is unauthorized. The complex and volative nature of 
problems, including allocation of Government procurement contracts, 
often causes Congress to cast its statutory provisions in general 
terms, leaving to the agency the task of spelling out the specific 
regulations and problems. The discretion as to which firms shall 
receive subcontracts and the decision as to what regulations shall 
govern procurement is left to the SBA. The SBA has responded by 
adopting a program which reflects its judgment of priorities in 
light of current facts. It is not the duty of the courts to 
evaluate the arguments regarding allocation of Government pro
curement contracts or to consider the wisdom of the present pro
grams." 
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Its task, the Court noted, was limited to determining whether the 
SBA had abused its discretion or exceeded its statutory authority 
in adopting the section S(a) program, the test being whether 
the program was rationally related to the attainment of the 
statutory goal. There was ample indication, the Court noted, 
that minority-owned small business firms had received a 
disproportionately small share of Federal procurement contracts, 
and it was reasonable for SBA to make a special effort to alle
viate the imbalance. 

The Court also said, "The plaintiffs cannot complain because a 
specific type of small business concern is the primary bene
ficiary of the present program. It is well settled that an agency 
need not strike at all evils at the same time, but may reform 
one step at a time, addressing itself to the phase of the problem 
which seems most acute." 

Although the Court said that the Small Business Act alone pro
vided sufficient authority for SBA's S(a) program, there was 
further support in the 1967 amendment to the Economic Opportunity 
Act, particularly in its direction to SBA that small business 
concerns owned by low-income individuals be given special 
attention, and in its instruction that the Administrator of SBA 
take steps so that contracts and subcontracts made by the 
Federal Government are placed in such a way as to further the pur
poses of the Act. 

Competitive bidding is not required in the award of subcontracts 
under the 8(a) program, the court ruled. The competitive 
bidding statutes themselves recognize that competition may be 
dispensed with, the court said, when other statutes so provide, 
or when the purposes of the relevant program make it impracti
cal to secure competition. Both exceptions are applicable here. 

The Court said, "Section S(a) clearly constitutes specific 
statutory authority to dispense with competition, by empower
ing SBA to award subcontracts by negotiation or any other 
methods. Competition is impractical in the present case. The 
Small Business Act is based on the premise that small business 
concerns are unable to compete effectively in the market place 
and therefore cannot secure Government procurement contracts 
through competitive bidding. By increasing their participa
tion in Government procurement, however, these firms can even
tually become self-sufficient, viable businesses capable of com
peting effectively in the market place. Private negotiation of 
subcontracts is the best means of accomplishing this goal. To 
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require competitive bidding would be contrary to the basic 
rationale of the Act. 11 

In discussing the District Court's earlier decision that the 8(a) 
program was unconstitutional because the primary criterion for 
eligibility under. the 8(a) program was race, color, or ethnic origin, 
and that plaintiffs had been excluded from consideration for the 
awards because of their race, the court noted that the SBA had 
established "racially-neutral" criteria governing eligibility. The 
fact that most subcoritracts·under the program are awarded to non
whites did not establish a prima facie case of racial discrimina
tion. While a racial distribution significantly disproportionate 
to the racial composition of the community at large mar. be sufficient 
in some contexts, such as jury selection, td establish a prima 
facie case of discrimination, this is not the case when economic 
and social programs of limited eligibility·are involved. The 
plaintiffs had failed to show, the court held, that the number of 
contracts awarded to whites under the.8(a) program was signifi
cantly disproportionate to the number of white applicants·. There 
was no showing that a small business concern owned by socially or 
economically disadvantaged whites had ever been refused participa-
tion in the program. · 

The court noted that the 8(a) program-may produce some inequities 
among small business concerns as a class, but in the area of socio
economic welfare legislation, the Government's action must be 
sustained if it is rationally relate_d. to a proper Government pur
pose. "Assisting small business concerns owned by socially or eco
nomically disadvantaged persons certainly qualifies as a proper 
government purpose, and the SBA's section 8(a) program does not 
deny equal protection under the Fifth Amendment," the court concluded. 

A review of the U.S. Court of Appeals decision wa$ denied by the 
U.S. Supreme Court on February 19, 1974, ther~by effectively up
holding the basis of the Section 8(a) program and its procedures, 
and closing the Baillie Case in favor of the SBA. 

4. It is seriously doubtful if prejudice or discrimination actually 
resulted in the exclusion of any minority owned firm from a source list 
during the last few years. At the same time, it is realized that com
petitive or unrecognized biases do exist. A USC fraternity alumnus may 
favor another USC-grad salesman over a UCLA-grad salesman (other things 
being relatively equal), and it has often been charged that California 

"bu2inesses get too large a share in comparjson with o~r Eastern com
petitors. The deeper issue than college competitions or geographic 
competitions, however, tas been faced sq~arely and openly. 

It is·recognized that sectors of the community, individuals, or 
groups of•individuals may have biases or prejudices against certain 
persons, places, things, procedures, or races which are different. from 
the u·sual experiences or exposures of the community,. individuals, or 
groups. 
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• 
A National Pr9gram has been created to solve problems arising 

from such biases by creating conditions in.the Federal and private 
market which will allow significant minority business success and 
profits. There has been a severe shortage of potential minority· 
entrepreneurs with general business.skills as a.result of.the 
minorities' historic exclusion from variqus sectors of our economy.. 
The shortage has been alleviated by a certain degree by increased use 
of the Section 8(a) contracti_ng program. In addition to the shortage 
of busines~ skills, the U.S. Department of Commerce h~s recently 
commented on a related problem as follows: 

0 

"A related problem is the presence of commonly held 
assumptions and beliefs within the entire community 
concerning the business capabilities of minority 
people. These negative assumptions and false beliefs 
should be vigorously challenged wher~ they exist." 

Throughout the Federal Government there were in 1973 more than 
85 programs oriented to increasing minority business enterprises and 
assisting them to be viab1e members of the industrial community in 
America. The 8 (a) program is only one of many s·ocial iiv.provement 
programs. Naturally, the relative importance of each socio-economic 

.program varies with the individual, group, geographic area, or industry
segment which attempts to rank .importance. Also, as a natural example, 
the Clean Air Act is important to· all of us, although it too will be 
expensive in the short-run -- but it is not as important today to 

·some.one living in an isolated area in Colorado as it is to those who 
live in the Los Angeles-San Diego area. 

In the long-run, the Minority Business Program is important to 
everyone -- in the short-run, it is important to every socially 
and economically disadvantaged person. 

A little-publicized part of the assistance program is that 
assistance is required for socially and e~onomically disadvantaged 
persons, and direct reference to minorities may be misleading. A 
minority in one area or one time may be a majority in another area 
or time. In 1967, the Executive Orders for assistance to socially 
and economically disadvantaged persons were also directed toward 
hard-core unemployment in the Appalachian Mountain area .. The Section 
8(a) program has also been applied to Vietnam-Era Veterans under cer
tain conditions since August 1972; for example, consider the hypo
thetical case of a young man -- 19 or 20 years of age, who has be~n 
working in his father's construction business. He enlists in the 
Army for three years to take care of his military obligation, and 
while he is in the Army, his father's heal th fails.. Because his son 

.is in the Army and not available to look after their interests, the 
business fails. In this case, this could be one of the factors, 
among others, which could justify a determination of economic 
disadvantage. The GSA Business Service Center in Los Angeles also 

39 



has recently assisted the "hard-of-hearing" owners and employees of a 
precision machine and assembly plant in marketing through the Section 
8(a) program based on the participants being both socially and econom
ically disadvantaged. 

S. The Section 8(a) program as it is currently implemented will 
probably undergo ·many changes as conditions change or as other programs 
with the same general objectives may be implemented. It does not stand 
alone as "the" socio-economic program to assist minority-owned firms 
to enter the Government marketplace. There are many success stories 
under the 8(a) program to give encouragement to others entering the 
program either as a buyer or as a contractor. A total of 29 Section 
8(a) firms were graduated from the program during the period 1968 
through September 1973; the graduated firms were in good shape and in 
a condition where they could make it in the commercial world solely on 
a bid basis. At the same time, there are many, many minority-owned 
firms operating effectively, solely under the support of the Small 
Business Program, without seeking assistance under the 8(a) program. 

The minority contractor wishing to be an 8(a) contractor 
should also consider the broad spectrum of management assistance pro
grams that are available and which, because of product or service line 
or other restrictions, may be more appropriate. The Office of Minority 
Business Enterprise (OMBE) and the Small Business Administration have 
several programs supporting minority enterprise development. The 
minority-owned firms should help these programs to help them. Success 
will be largely fostered by self-reliance, not dependence, but assistance 
is always available, and may be effective if sought in a timely manner. 
Remember, help the program to help you. 
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CHAPTER III 

BIDS AND PROPOSALS 

A. INVITATIONS FOR BIDS 

1. The Invitation for Bids (lFB) describes the terms under which 
the Government will contract, and invites suppliers to submit bids 
for the required supplies or services in accordance with those con~ 
ditions. The Federal Procurement Regulations (FPR l-2~101) defines 
an IFB as "the complete assembly of related documents, whether at
tached or incorporated by reference, furnished prospective bidders 
for purpose of bidding.tr 

The material contained in this Chapter covering IFB and RFP 
procedures is intended for procurement training purposes and is 
supplemented by information in Chapter II covering Formal Advertising 
and Negotiation and information in Chapter IV dealing with How To 
Prepare A Bid. The information in all cases should be considered as 
a general guide only and not as all inclusive. 

a. The IFB permits the solicitation package to be used as 
part of the award, the contract, The competitive bid procedure using 
the IFB has been called a "one shot" competitive process. It is 
designed to afford all bidders an equal opportunity to compete for 
Government business on a common basis. 

b. The IFB and applicable specifications will define clearly 
the actual minimum needs of the Government and the basis upon which 
the offers will be evaluated (if other than price alone). Bidding 
by offering other than the minimum specifications may be cause for 
the bid to be rejected and termed nonresponsive. 

There may be cases where the Government cannot draft a set 
of fully adequate purchase specifications and a brand name or equal 
description is used. This procedure is permissable if the specifi
cation requirement lists the salient characteristics and functional 
or physical features of a particular brand name product which are 
essential to the requirements. 

The clause 7-2003.10 used in the solicitation for brand 
name or equal products will provide certain cautions to bidders: 
the evaluation ·and the determination of equality will be the respon
sibility of the Government and will be based on information furnished 
by the bidder or identified in his bid, as well as other information 
reasonably available to the purchasing activity; the purchasing 
activity is not responsible for locating or securing any information 
which is not identified or reasonably available. The bidder should 
furnish all descriptive material necessary to establish exactly 
what the bidder proposes and to clearly establish that the proposed 
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equal item meets the special characteristics called for. All modifica
tions to a product to meet the required characteristics must be clearly 
shown. Modifications after bid opening are not permitted. The IFB may 
in certain cases require the submission of bid samples in the case of 
bidders offering "or equal products. 11 

c. Specifications in an IFB may require that Qualified Products 
be provided. Most often, the procurement lead time available will not 
permit prospective contractors to have sufficient time to qualify a 
product and still comply with the requirement to submit bids by the 
established date. In fact, the time required is one of several con
ditions which make a qualified product listing necessary. A qualifica
tion requirement may be included in a specification when one or ·more 
of the following conditions exist: 

-The time required to conduct one or more of the examinations 
and tests to determine compliance with all the technical re
quirements of the specification will exceed 30 days (720 
hours). 

-Quality conformance inspection would require special equip
ment not commonly available. 

-It covers life survival or emergency life saving equipment. 

Qualified products may be required also in an RFP, and qual
fied products listed (QPL) items may be required as components in 
certain assemblies and subassemblies. 

Qualification is the entire process by which products are ob
tained from manufacturers or distributors, examined and tested for 
compliance with specification requirements, and then identified on 
a list of qualified products. Qualification is performed in advance 
and independent of any specific procurement action. A Qualified 
Products List (QPL) identifies the specification, manufacturer or 
distributor, item by part or model number or trade name, place of 
manufacture, and the test report involved. Suppliers whose products 
have successfully passed qualification and who furnish evidence thereof 
are eligible for award although not yet included on the QPL. Chapter 
IV of the Defense Standardization Manual 4120.3-M (formerly M200) is 
the basic instruction concerning qualified products and qualification 
procedures. Specifications which require a QPL are identified in the 
Department of Defense Index of Specifications and Standards. Copies 
of the Index and the Manual 4120.3-M may be purchased by the public 
from the Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402. 
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Qualified products lists are intended for the use of the 
Government and its contractors, subcontractors, prospective bidders, 
and suppliers. Lists may be obtained by prospective bidders or 
suppliers who require these lists in furnishing supplies or ser
vices to the Government or its contractors. Lists are also 
available to the public upon request. A Federal or military 
specification is the only medium for establishing a requirement 
for qualification. 

Only bids or proposals offering QPL items qualified at 
the time set for opening of bids or awards of negotiated contracts 
are considered in making awards. Government contracting officers 
cannot waive the requirement for a product qualification; only 
the activity that prepared the specification can consider the waiver 
of the requirement. Any questions concerning qualified products 
may be directed to the contracting officer or the contracting 
activity for forwarding to the specification requiring activity. 

Qualified Products Lists are kept open for inclusion of 
products from additional suppliers, but solicitations are not 
delayed while waiting for additional qualifiers. 

The Index of Federal Specifications and Standards and the 
Department of Defense Index of Specifications and Standards indicate 
those items that are QPLs. 

Minority-owned small businesses may contact SBA field offices 
and request a free management assistance publication,Management Aids 
Number 42, entitled "Getting Your Product on a Qualified Products 
List." 

2. It was stated earlier that the IFB procedure is rigid - it 
must be rigid to maintain the integrity and the simplicity of the 
formal advertising concept. It is fundamental to the concept that 
the bidders bear the full responsibility for submitting bids in an 
acceptable manner in the first place. Material modification of a 
bid after opening is forbidden in order to maintain the integrity 
of the competitive advertising concept and in order to be fair to 
all bidders. 

The Comptroller General has ruled that a bid once determined 
nonresponsive may not be made responsive after opening, notwith
standing the reason for the failure to conform to the IFB require
ments. 

Responsiveness means conforming to the invitation to bid. The 
Comptroller General has consistently construed that definition to 
require rejection of a bid as nonresponsive when the bid does not 
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conform to a material prov1s1on of the IFB, as otherwise bidders will 
not be competing on an equal basis or having their bids evaluated on 
the same basis; however, a deviation which is a matter of form or is 
immaterial and has no effect on quantity, quality or delivery, or a 
merely trivial effect on price may be waived as a minor informality 
or irregularity if it does not prejudice or affect the relative 
standing of the bidders. 

If bidders submit bid samples and descriptive literature with their 
bids when these materials are not provided for in the IFB and they 
materially deviate from the IFB, then the bid submitted is condition
al and may not be accepted - it is nonresponsive. Likewise, failure 
to submit samples when requested means the bid is nonresponsive. 

If bidders state that price is contingent on a mill price at time 
of shipment, or that the items or supplies are subject to prior sales, 
the bid is nonresponsive. 

If bidders request progress payments, Government furnished material 
or facilities when not provided in the IFB, the bids are nonresponsive. 

In order to be responsive, bids must state a definite time of de
livery or conform to delivery specifications. If the solicitation 
provides for a mandatory not-to-exceed delivery schedule and also 
specifies a shorter, alternate date for desired delivery, any offer 
of a date beyond the mandatory date will be declared nonresponsive. 

Be responsive in the first place - responsiveness is determined 
as of the time of bid opening, and responsibility of the bidder is 
determined as of the time of the award. 

3. Under IFB procedures, award of the contract is made, after the 
bids have been reviewed, to the lowest responsible bidder. There is 
no discussion involved (except perhaps for the correction of minor 
clerical errors). Award is made simply by notifying the successful 
bidder and completing the Solicitation, Offer, and Award document, 
Standard Form 33 (used by the bidder to make an offer) by signature 
of the contracting officer and fill-in of other administrative data 
on the cover page of the document. The terms and conditions of the 
IFB become the terms and conditions of the contract. 

Unsuccessful bidders in formally advertised procurements also are 
notified of the award, the name of the contractor, and the amount. 

The award resulting from the IFB will be a fixed price contract. 

B. REQUESTS FOR PROPOSALS 

1. The Request for Proposals (RFP) also describes the terms under 
which proposals will be accepted, similar in form to the IFB, but the 

44 



terms under which the Government will contract may subsequently 
be modified or changed during negotiations within any limits pre
scribed in the RFP. 

The principal variances between formal advertising and the 
RFP were discussed earlier in Chapter II, Section C. 

The RFP sets forth all significant factors which affect your 
opportunities to compete on an equal basis, but competition may 
extend beyond your initial proposal in what could almost be called 
a "bargaining process", but "auction techniques" to make an award 
to the lowest offeror are not employed. Negotiation, however, in 
the RFP process has restored the element of bargaining that was 
not found in the IFB. In most cases, this is for the advantages of 
the Government and the contractors. The negotiations (discussions) 
resolve problems prior to award and ensure that there is complete 
agreement on technical requirements, price, type of contract, and 
a large number of other contract details. This is generally the way 
that industry buys (except for certain construction contracts)- formal 
advertising is seldom, seldom used in industry, even for subcon
tracts and purchase orders under Government prime contracts. 

The majority of DOD procurement dollars but the minority of 
the number of DOD awards are made following the RFP process. In 
the 20 year period between 1950 and 1970, about 85 percent of the 
military procurement dollars and about 66 percent of the civilian 
agencies procurement funds were expended by using the RFP process. 

Whereas the IFB process was rigid, the RFP process is flexible, 
but flexible only within many specified limitations. 

There are probably more "cautions" directed to the Government 
contracting officer about negotiations (discussions) than directed 
to the contractor. The contracting officer must determine the 
contractors with which he will conduct discussions, when to discuss, 
what to discuss, and how to end discussions by requesting best and 
final offers. 

It is important for the contractor to understand that the RFP 
will (probably) warn offerors that award may be made without dis
cussion of proposals - and in military procurement, the effect of 
late proposals is the same as under the IFB. 

2. The solicitation known as the Request for Quotations (RFQ) 
will provide for discussion, and award will not be made until a firm 
offer is requested and submitted. The RFQ is used generally to 
secure price and technical information for research and develop
ment or complex technical procurements. The RFQ can almost be 
called a form of two-step RFP. The RFQ does not necessarily develop 
a response that is a firm offer, but the response is a basis for 
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opening negotiations. The RFQ form (Standard Form 18) states that it is 
a request for information and that any quotations submitted are not 
"offers." 

It is the policy of certain Departments (the Navy, for example) to 
use the RFP form in preference to the RFQ form because the extra step 
is needed and adds to procurement lead time. At the same time, cer
tain procurement offices may have a considerable number of procure
ment actions where major revisions or amendments to the solicitation 
are contemplated as a result of evaluation of technical quotations. 
The relatively inexperienced contractor is cautioned to not be confused 
by the conversion step required for quotations to be changed to offers -
most importantly, the contractors are cautioned not to confuse the 
two processes because the RFP may develop the best and final offer in 
the initial proposal. 

3! It is especially true in preparing your proposal that you need to 
understand the special evaluation factors and build your proposal 
around the relative importance of the factors or the proposal may 
not be considered to be within a competitive range for further nego
tiation. The weightings assigned to the factors for evaluation will 
not be disclosed but the offeror will be advised of the relative impor
tance of technical, management, other factors, and price. 

4. In the RFP process, responsiveness per se is not relevant. The 
evaluation factors to determine eligibility of contractors for further 
discussions or award are in fact elements of responsiveness. Proposed 
offers of technical approach, desired quality, qualifications of the 
required personnel, organization alignment of technical and business 
management, delivery, and cost or price are factors for evaluation 
which will differentiate between one acceptable proposal and another. 

Discussions will be held with the offerors submitting acceptable 
proposals and with those where the proposal may be made acceptable by 
meaningful discussion, unless the highest ranking acceptable proposal 
is so superior as to preclude meaningful negotiation with other offerors. 

It is the offeror's responsibility to determine what changes may 
be needed to make hi_s deficient proposal acceptable if discussions 
disclose questions of acceptability. The Government negotiating team 
will limit its discussion to pointing out to the contractor areas where 
the proposal fails to meet the specification. The negotiating team 
will not recommend or suggest the changes necessary to overcome the 
deficient area or areas; to do so might be held to be "transfusion" 
of ideas from one competing contractor to another. 

There are many restrictions on what information the contracting 
officer or negotiating team may reveal to competing contractors in the 
competitive range during any negotiations. No information contained 
in any other proposal nor information regarding the number or identity 
of other offerors in the competitive range can be disclosed. Also, 
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information concerning the price relationship with others will not 
be disclosed, although an offeror may be advised that the Govern
ment considers his price too high, or additional support for certain 
elements of cost may be requested. Contracting officers are not 
permitted to furnish information to a potential supplier which may 
afford that supplier an advantage over others. 

5. Minority-owned firms and other small businesses are reminded 
that your proposals in response to an RFP should not include elaborate 
brochuremanship, but should comply strictly with the instructions of 
the RFP. If the RFP requests resumes of technical personnel to be 
used, by all means provide the individual resumes so that experience 
and degrees of expertise can be evaluated. Study the entire RFP 
package - certain areas of the RFP may request information which 
actually deals with responsibility of the contractor rather than 
responsiveness. The mandatory element of experience in certain 
programs and the mandatory element of a certain number of years 
of technical experience are "go - no gofl elements of responsibility 
in certain RFPs. 

Small firms should make a critical review of their qualifica
tions before going through what may be a fairly expensive process 
of responding to an RFP - remember that the firm's qualifications 
and responsiveness to elements of the RFP (the factors for evalua
tion) will be reviewed critically in determining those firms which 
are in the competitive range. Tailor your proposal to each element 
called out as factors for evaluation in the RFP - your offer must 
be more than a mere expression of desire or hope based on uncertain 
or ambiguous conditions and without a basis for support of cost 
elements. 

These cautions are not intended to convey the impression of 
impossibility for the relatively new firm to be able to compete. 
The complexity of RFPs covers a broad spectrum, and many small firms 
prefer to compete through the RFP process. 

6. Firms which respond to RFP's are reminded that there are pro
cedures for letting an unsuccessful offeror know why he lost a compe
tition. This procedure assists the contractor to be able to compete 
better in future procurements. It assists both the Government and 
the contractor because it may broaden the competitive industrial 
base in a particular area and add to the number of strong firms. 

Following the notice of award or notice that a proposal is not 
in the competitive range, an unsuccessful offerer may request the 
contracting officer to provide a debriefing. There are no statutory 
requirements or uniform practices for informing losers why their 
proposals were not considered advantageous to the Government; however, 
ASPR 3-508.4 does provide that when an award is made on some basis 
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other than price, unsuccessful offerors shall be debriefed upon their 
written request. The debriefing will point out areas where the tech-
nical or management proposals were weak or deficient, .but the debriefing 
will not make a point-by-point comparison with other proposals and will 
not provide the relative merits or technical standings or evaluation 
scoring of competitors' proposals. At the same time, most unsuccessful 
offerors have a significant interest in learning about particular deficien
cies or weaknesses if these were not apparent in the discussion session. 
The debriefing can provide the basis upon which offerors may improve 
future proposals. 

7. Early notice of potential release of certain RFPs for studies 
or research and development may be found in the Research and Develop
ment Sources Sought column in the Commerce Business Daily. These early 
announcements precede the issuance of certain RFPs. Firms responding to 
these advance notices should carefully review the statement of qualifi
cations ~equired and respond accordingly. Firms having the capabilities 
described should submit complete information to the purchase office 
listed, giving the number and individual qualifications of technical 
personnel required, description of facilities, an outline of previous 
experience connected with the technical area or project, and a state
ment of the level of security clearance granted. Firms should not take 
it for granted that a particular procurement office knows its qualifi
cations because of prior contracts but should respond with the informa
tion requested in the introduction to the R&D Sources Sought column and 
any special requests for information contained in the synopsis 
Respondents will not be notified of the results of the evaluation of 
the information submitted, but sources deemed fully qualified will be 
considered when RFPs are issued. 

C. SMALL PURCHASES 

1. Many firms do nothing but make money on a large number of small 
sales and are largely unaware of the major IFB procurements and especial
ly unaware of the RFP procurements. 

The Government has authorized simplified procedures for the procure
ment of small purchases. On July 25, 1974, the President signed into 
law a Bill (P.L. 93-356) which authorized the revision of regulations 
to permit negotiation under small purchase procedures of requirements 
up to $10,000. Prior to that date, the limit of $2,500 for simplified 
procedures had been in effect since 1958. 

The change in the small purchase procedures dollar limitation from 
$2,500 to $10,000 had been one of the major recommendations of the 
Commission on Government Procurement in December 1972. Under the ASPR 
and FPR procedures, procurements in excess of $2,500 prior to July 25, 
1974 had to be made pursuant to the time-consuming statutory rules for 
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formal advertising or negotiation. Now, procurements of less than 
$10,000 each include the use of competitive techniques but need not 
be encumbered by either the sealed-bid requirements or the administra
tive burdens on both sides associated with negotiated procurements. 
Data for fiscal year 1972 indicated that DOD alone issued 795,917 
formally advertised procurements under $10,000 but this represented 
only 7/10 of 1 percent of the total value of all DOD procurements -
thus it is easy to see that the extension of simplified procedures 
will save money for both small businesses and the Government in ad
ministrative cost. 

The magnitude of the number of small purchases below $10,000 
staggers the imagination as a market for small minority-owned 
businesses. More than 98 percent of DOD purchases were below 
$10,000 in 1972. Several restrictions previously applying to pur
chases above $2,500, however, have been retained - the set-aside 
procedures, for example, still apply at the $2,500 level, but imple
mentation of the increase in the dollar limitation to $10,000 should 
prove to be of great benefit to small minority-owned firms. 

2. Small business firms should be acquainted with the regulations 
and instructions to Government buyers which are contained in Section 
III, Part 6 of the ASPR for DOD procurements which are used by most 
of the military camps, posts, and stations, and the small purchase 
divisions of larger procurement offices. The regulations in ASPR 
3-600 cover Purchases Not in Excess of $250, Purchases in Excess of 
$250, Blanket Purchase Agreements (BPA), Fast Payment Procedures, 
Purchase Orders, and Use of the DD Form 1155 as a purchase order, 
contractor's acceptance document, and as a delivery order and 
public voucher. Blanket Purchase Agreements are also prepared and 
issued on DD Form 1155, known as the Order for Supplies or Services/ 
Request for Quotations. 

3. A Blanket Purchase Agreement (BPA) is a simplified method of 
filling anticipated repetitive needs for small quantities of supplies 
or services by establishing "charge accounts" with qualified sources 
of supply. Its use eliminates the need for issuing individual 
documents, other than the DD 1155 forms. Thus, suppliers of repeti
tive needs below $10,000 each are not burdened with the administra
tive costs and time associated with the IFB and the RFP forms and 
procedures. 

To the extent practicable, BPAs for items of the same type 
are placed concurrently, annually, with more than one supplier, and 
all competitive sources are given an equal opportunity to furnish 
supplies or services under such agreements. BPAs may be limited 
to specific items or commodity groups or the scope of the agreement 
may encompass all items that the supplier is in a position to fur
nish and which are purchased generally by a specific activity. 
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Call orders against a BPA generally are made orally, except that 
informal correspondence is used when ordering against agreements outside 
the local trade.area. 

Calls not in excess of $250 each are rotated or equitably distribu
ted among all firms with a BPA. The pricing of offerors with BPAs is 
checked and solicitations above $250 each are made from a reasonable 
number of holders of BPAs to assure competition, price and other factors 
considered, including the administrative cost of the purchase. Solicita
tions are generally limited to not over 3 suppliers and, to the maximum 
extent possible, are restricted to the local trade area of the purchas
ing or receiving activity if fair and reasonable prices can be obtained. 
Calls above $250 are also rotated. 

4. Purchase orders are issued on a fixed-price basis but include 
any trade discounts and prompt payment discounts. Inspection and ac
ceptance of supplies ordered under purchase orders generally is at 
destination. Delivery is F.O.B. destination for supplies to be delivered 
within the United States, except Alaska and Hawaii. 

5. The multiple use, one form document, DD Form 1155, shown as 
Figure I and the General Provisions on the reverse side of the form, 
shown as Figure 2 are reproduced on the next two pages. 
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quantity orvund - m<irdc. BY, CONTIIACTJNO/OIIOIIIINO OPfl'teaR 

28. QUANTITY tN COLUMN 20 HAS 81:1:N: 1.7 • ..,.., NO. 28.D.0.VOUCHU NO. 90.iNmALS 

RECEIVED INSPECT&O □ Acca.PTED. ~0 CONPOIIIM8 TO TK■ 
CONTAACT IXCIIPI' "8 NOTIID 

□l'tNAI. :U. f'AIO ff D. AMOUNT YUtll'tlU> CORRECT ftOR 

_....._ 
Date (Bl8naturcofalAol'fMdGo__,,,.,, .......... 

1;1. MYMSNT M~ CHIICK HUM-

36. I CERTIFY that lbla aoeount It -- IIDd proper rw ,.,_ □ COUPJLIITa 

rAln'w. .,. a1u. OP LADING NO. 

~antltllkof.,..,,,...,.., 0/IIIW'J □trtNAL 
31, ff-lC:EIV£0 A1' 138. RECl!IVE0 BY I ae. o.-n llltC1lMID •o. TOTAL COM'l'AIN..,. At. S/A ACCOUNT NUM- ,2, S/R VOUCHa NO. 
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FIGURE 2 

Tttll PAA4GkUH Al"ftt.til om V to QUOT ATIONI IUIMlfflC: 

Suppba ffl of domtnk onam IIAtM OOM~ lndk&Yd by q!Aotff, iM Gonmment mffllll thl 
fitf'll to ,;;on1idtt qlfOtltlOftt or modiflc,,ttoft1 thmiof rf'Cdved WT 1tw Utt IAdicat1d llhowd u::ti 
llCtion be in tht lfllfl'ffl ot the CO'Ytnunllrt. This 11 1 ~t fot ffll'orttlation H4 (lllOtffioM 
fuffiltbid Ut not offm, wtwn qiwttnc, Q()fflpklt block, t I, 12, 21, 23, 2t If you tn unaWt lo 
quott, pluJe -0.'lilt. fhil ttqUftt don 1101 «lfflmlt tht C~t t(I ply 111'1.)' COit incuffld in 
J>filPl!'ffiOl'I Ur lht wbmillion oflkllqlH>tatjonot t◊prOC\lff Of contract for tupptiu.:i:r ~. 

GINHAL PROYftlONI 

1. IN'!'fCTl°'.f' ANO ACCEPTANCI ➔ lmpe«ioa and •~ will bt u Nlltin.atioA, WIim 
otherw11t provided Until ddivtry tnd ~ce. and liter any tejectklltt,nd: ofklu wlll k on tht 
CQrl';JKIOr unku lOSl mulls from~- ot t~ Ul'l/lcd SU:tn GOYmUNnl, Notwi0!.atmdi111 the 
rwq1memtnn f.ot My <lMfflfflflll ltlfpl(,ti.OII tnd test (Qlll&in#d ffl tpc<:itk.'&tioftl ,pp&ab)l 10 tJti1 
t'Orltrllt;)t l'll«pt where -,ecWWld insptetlOI\I or trm 1tt iptclfied for ptrfotnwlCCI ,olely by tM 
Gowtn~nl, tM C()lltt~Of "'4ll ~T(- OI hut pm'ormed tht UUJl«ltOM dd Inti nquin,d to 
ltibmnuu, 011t lhe suppbn ad tetvltH P10¥ld.ed under the contrac1 conform 10 the dtrWffltl, 
'J)"lf!UIKIM tnd .:ontta.:.1 rtqwmnenu haled lmt;n, in¢1\l4illl 1f 1pplic.ble tilt ttcltnicli 
rt'1\!Jmm"nt1forthtffllnuf-.:tumt'ptnAumbtrtq,«1fied.htrein 

,_ VARIATION ffll <aiANTITV NQ VWlftiOO m (h( qw,nuty of tny itffll alW for by Um 
1:ontrac1 will be•~ unlen tuchvartattonhubeffi¢1Us«!l)y~tiotaofloadq,Wppin,,or 
PKl«n&, or allowt:r1m 1n mi,nuf,1ctur1111 p,roctntt, and thffl only to tbt nlcnt. 1r ll'IY, 'fl'oil'ied 
eltewtletr !fl thii«mtrvt 

3. PA'ViUNTS l!woimthallbekllmu!lriitl~tc(unr'OP,)'wlJbtmarbd"(n{ptal'1 
unleu Olhtl'WIIC lpeCifiiHI. md di.Ill «>tl:Uffi Ult f~ infol'fflltloo: Conttt,;t Of Ofdtt ,wmb,t,, 
ltMi nllfflbtr, ~!fkt 4ckriptioo Qf 1111ppl.lR ot ltfVKfl, twll, quaru.tlln, unit pricn and ntcndt4 
•~ta.bi. Bill .or wl1ng mnrd>er and weJSht o( Ulipmtnt Will be shown for dupi1V1tU on GIJ\'IITTIITWlllt 
Biib of Win,. Unle!J 011:aer;;ut 1pcdfitd, pl)'ffltnt Wlll be ma• (If! partial drii¥rrin ~ by dw 
GovttMlomt whtn the 1mount 61,1t on wdl ,dd;vttitt .o-n111t1. 

"· _011COVNf1 • ": ¢01Ultctiot! Wllh lfly discaunl of"fmd, ti- wJ be cm,p.1-tff from date o,( 
dtl1\'try "f lhe wp-pbM to wtwr wAm Ket pi.wt ,, u il'M! point of ori;?in, 111 from ,tt.t., of litl1"J'y 
&I dcmnthl'H\ -01 pcm of rmbululhon wt1«11 4elMI')' lnli ttetpWIU att at tll!Wr o! thno potnu. Gt 
from !i\e ~tt the l.!OrltC! uwo.ce or \'<3Llt:llflr ilt~'l,td ltl the off'i« ~ by dlC<kwttflfflfAl.if 
t~ !1n« 1J later than d.tt ?f dd!WIY hy,M1tl u dmntd to N, made Cm lilt 1)\1,rpott ol nming dw 
ducoom °" thl' !Ult, of rna.J.iq of IN G-cwffilmtn1 ,Mel:.. 

Ii. OIIJIUTD · (1) E•"pt uoihe~ pt<Wldoii ro 1hi, tontract, HY dispute coorAJmi,q I qunlion 
of fart 1rm1111 111\dtt ltJlj contnct whD a not dbpoltd o( by 'lf';;n:wnl lhall be dtdded b)' the 
Conll'Ktffi8 omcer, WM shill ffllil or otiwfwice Cum.ih 11 "'1PY thutof to the ContfKtm. Tn.11 
d«:ilitm Ul1H ~ final and «>Mhw'lt Wlk!U. whhffl JO dty• from tht dew of Jft:ClJU o{ $\frl\ l:OP)', clw 
COO!rM:tot mull Ill' oth«wlw familh.ec (0 lM Conlractmc Offku ,. Wflllffl IJ.IPIW addreaod to lbc 
Seemary Tht dtcuion of lhe Seetfllry ~I h,& duly iuth<l~ixed rcprHMtatiw; for the MtflfNII.P!On 
of Sl,l<:h ~ah sWJ be final IJ'IG. ~ url.ltu detemu:ntd by 1, oowl of ~ntjurildktiou 
10 htvt lwtii (nw.dult111. or «,naout, or arbttmy, -Or 10 lfOUly trtt>MOUI a l'll(ftUnly to tmply 
bid firth, or not wppor!td by tvbfuntlal tv/4tn« Tht COftttkClor thlll lu ,alfor4ff .t,t (lppO(twnit)' 
t1;1 be hu1d 1nd. t1;1 ,offtt Mdtl'l4' JI! Wpport of M appnL hndi11;: final dtcislon of I dtq,uce 
hem1nd,n, lht COOITat:l:Or ilhali pro£Nd 1hhgtntly wtth the J)fffOnnan« c( (M contrtct fflli 1ft. 
keotdJ~ Wtlh the CMl~Kbng Offlm't d«:Won. (b) Thll "Dlsp111u" dw$C doe, not p«dWU 
ronfflktll!Of!. G( l•w ~OOflf m ~-lien -.,jib dUkiQtll ~ fo, 111 (t) 11,oQ, ~. that 
nothu11 in .um oontr11ct VIJIi br comi.NN!:nmi'.11.mg fm&I lhe ~ of1ny admlnutm,... offitilJ, 
fM,fUftltllffl!, or b<md (ffl. (lllettiOfl of t&w. 

~ FOREIGN SUf'f'llH Tltif contnct is suti,ta to the Buy Amerit.arl Act {fl us.c lo.d) lll 
ll'fll)i«ntnttd b)' ExKUtivt Ordi:t 10582 ofO.CCm~r 17, 1954,and uty 1tltrk:ti1;1MU\aJ!Pfoprlltion 
Ktsonlhep,ocur-ntt'zffmeijr,~ 

7. 00..VICT ~ • The Conuactot ~ not to ffllploy for wot, l'l>der th&• !Xlf!lflci any 
pmon UI1dt!JOHl8 wntence of Uli9rut)fl~flt at hlld llbo,. 

I. OFFICIALS NOT TO 9ENEfllT , No munber or ot Deleplt to COl\gND or r~l ==~~t1~ bep!':"-.:1 :.t:OI~ :,:,r:..~i~ =~:1;:,~:~1n~/:!:!:°: 
cotpontltfflfOfitsaen«rlllbenefit 

I. COVf'MNT AGAINST C0Nf1NOE!ff UH , .Th• Con1r1ctor ,nrruu lhl1 no penon or 
wllms lllC'tlCY 1w bern «mpto)'fli Of rtt.llNd to tolioit 01 NCVfl :h.d CMtJVt upon an t1tetJMll1 or 
uadentandrna for I oommluion, pert1111up, btoktt-,e, 01 wTl!t1npnt !et, D.U(Jldlf ~ ildc
tmployu,i. ~ boffll ~Jlk n~bl.uihN «immetcl$l or tdl.in; Jpnciu m.tmtlhled by ttle Conlllcfor for 
tbr P:"ltp()$11 ofa'11n_n& butinett. Fm~ or'l!Obttonofthil'MlrrM!t)' 1heG~llhal!Mft 
tht tiJll.i to annlli lhts amh',llct Withoot liability o, m ih diietttion 10 deduct (wm tht (ffll(tM:t po:,e 
ot ~lidtrahM or ruhu"'"" ~r, lhe full ui,out11 or~h commlmon, pttQn•• hmkt«&f Of 
c:ootmpnlfo.;. 

10 GR•HJfflU • (a) Tbt Go¥et1fflltfll m,.y. ht wtrt11n oollce M tht Contraet0t, tmtmlllk the 
OJ.ht of T~ Coo!fl(fOf II'.> proued undff 11\u conlf"'l if it it fwnd d'tt:t 001.CC Md hNlffll, by the 
Secuwy ot hi, duly 141hotized rtprcMnta.lM, rltat y1tuitie1(ht tlv fl'Hffl of 1uiurttinmou, ffftt er 
or~) Jttt1offlJTtd o,IM'fl~ lhtC<mU-i¢tCf.or My qfflt or ~rNmUttw: of the Contractor, to 
~ officer or tmpl~e of the c.....,emment with I YilW 10-.rd W!lllrinc 1 ;;oolr_,1 °' ltQmftl 
flVOtlb!t lttilffltlit wldl tnpeC1 lo Im twlddina: or 1m1ndvlf., 01 tbt ffllkint of My dettrnu1111tion1 
With rapttt to ffit ~o.mi. o( tu.eh Cotlltatt, ~- lhll the ub11na of the- faeu Upwl wbkh 
I.hr Stew.tty °' h# du})' iWthcti.Wt tt~l.wi: mi.kei w,,;;h findmp ,halt be in 1111M lfflli may be 
~ in1ny compc,1tntcoott.(b)l.ntM•v«11ittlwconu11CI iltcrtn1111ttduprorilkdtnparacuph 
(lj hereof the Gowmment lhatl beffltitttd(i)topursu, tbt~tmoe4ittt.aun11 lheC001Ni:t9fil 
ii tOQld pl>rffle pl tht Cvtflt ot. bmdi ril tht ,;('lrtlfKl by the Contm:tor 1111d (it} II I pmaily in 
.tdd1l!Oft 10 El)' othl, dtmllfl to whid: n.-Y be enlnlfii by l&w IO tumpltf)' ~ lU 1ft 
lfflOlffl! t• dl!tfflfthtt!d t;y tltt Sutt~ Of" Jto duly .,t/w:!li:ltrl "'J"YWl•dw'J wbu::h wll bt not~ 
ltwl thret oor PW,t lh.tn ttn limrt the ¢Mil incvrrd by tbc Commror m pr!J\''4ffll tny aich 
p1twtinto11tywd!orr!Ctl'orflflpio)'tt,(<)llirighumdmn.tdiffoft~Covcr<mc'l'ltproridodln 
Ubl cl- Iha!! ootbtucluavtlnditt il'laik!JhOt\ lOJU!f otbctflchltud~pr~by.ln< 
Cilllndttlf\itl,lfflltr..tt 

11. RINIGOTIATIOM · 11w tcn!r.ri. and 1,ny tubcOlltrK1. M'rwndtr, .it wbjttt 10 lht 
Rm«cot11tion Actor 195J,u-ndl.'d(J()US.C.App, 1211 ,u,eq,jandnllbedtmed toconwn. 
&lt the pttM#Ofll rtqUinld by kl.ion lot tm:rcof, Ind tl wt,tc1 lo my 111bt$~mt ut of~• 
providlfll for lht ret1110l■tl0!'! »f conUKU 

12, CONOtTION F~ AIIIONlllffT · Tl,• f>wdwt 0.4ft may II01 1M: uliplR pwawrt to tbt 
Au.Jcnmm1ofClllmlActoflM>.lf.tfflffldlsd /JJ US.C 20J, 41 U.S.C JJJ. ~ot!#ltUW' 
wppbtt habom ~I.Id od hu~ ttw:ordet bye1:~1 tht ~ hc,oon. 
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M. ""'°"mU.M.L.OCATIONIAHOALLOT_,..DlfllNIIIMTIMALlnlTMI • .,_ 

=~o:.==:r-=--~~..:a .... ~=-~~ 
oMtJ.ftbtt~aaCffllhu4odMrproducttud1Mlflillf....,toR111.it ..... 

1$. FAIT PAW.HT MOCIDUU .. 
(4} G'Offfld. Thu IJ I flill pl)'ffllftt mt&,,~ wl1 llit pull 9'I Ulf ...... ,oi ffit~'I 

ddiWty to• po11 ofllc.. commoa wrilr, or, 1a lhlpmmt by othet MUM, to lhil ,-. otflfoM...,. 
by the Com-M.nt 

to•(~~~= ~l= ~ ~-:.:!:o..~-..:-.,-::: 
othtr tAWI poet offbot ~t::l.fritt.lSttr to ltwilll,,._atll .. ,_t>w~..-a 
dd¥uy t.o tht pobtt of litu tempt by tlw GONl'f'IIM'IU. Notwi~ Ul)' odwt ~ "'· 
pw;;hue ordet, W Conlnc1or shal.l l.llUWI all~)' .ffld Jilk of lM fot ..,.,.{l)Mt 
~ at d.MtuWioft, (ii) dtmapd m tBMit, or (Mil IIOt cenfornlifta to pwcheM ....,_.L n. 

f::-:noom:-r.,.~~~-i:: r!=~=~:== 
!Ilk to the IIUppiitlVUCtin (M ~RI 

t~)~ofhtW1kt, 
{I} Upandal:rmy ofw,ptietto1 ;w:t1t offlce,CllfflllMHl.mrltr,o,111 tflipmitatte,-.._ 

fflll&IH, tlle point of flnt ~ lly litit COWl1mtwftt. tlwt CoabVtof .... ,..,.., N .... .lft 
~ ¥ritl'IC.U.. 3 oru. GIMrtl ~ot~ Otdiff. _.,. _. ......... ...,. 
blarw-1 purchue ..,..,.t wl1 bt,..,.,.. it, ~wtth till ,____u. ,......i. Ill 
lb.lpmmu by fttktr poa omo. « «ll'U'IOfl Cfflilf, dlt Connctor WI tidta'(A)c:Hc •WI...,.. 
dtt4111ofdupmat,IUl'N&ndaddnll.of~.lliiloflNirll•lffllffl'«Olfttt ....... .,_. 
m.mi.r,ot(8)1Ul!Ch~Of-..lllld~lltohilb'rmit:eUmdmc;tof~.l11111Nitloa 
!lt um:rice thall bt promlrmnly mam4 "'Fut Pay." ln cut of dt.liw:tyt.;, OSMt dm,- offiN'or 
CMmloan Qlffltf, t tlc.$¾pttid COJY ot tM Cot11neton ~ ~ hll l,e 11tM:hH: to U. 
~ Uniilfflu of dellffly, ' 

(2) IfWpu:dwiipric■ adwtthleoitofmNpONtion,thtContramtlillaatartht 

~ AM~11t1r::,;: .. ~.:: ~=:«'..!: ~-=-~.: 
~o,:::-of--::.to: .::•~ ~ ~b::::m:.~ !:"~.: ........ 

(ti/ ~ of hwckt. The COJ1tmtor ..- thll thl 1111Nni1uoft ol lft ilMllcl to dw 
Cio¥etMJ1At f<lr payment la• i:mi~thttlhtt111,,._fot~IM~i11W..lill!itd 
hM ~ ~ ordetlVffld in~ widl ttllflPlllntnactiom ._..li)'diit .... 
officer, U1 the !JW!Ulia dlown on tha fflO!Ct, &ltd thtt ludl ..,U..ttt in tM qaadly ... of dw 
qu,Jity detiptiud by thl dl-4 pc;afdl• OfMt. 

OUTlfll lffW,M CONT4MRI IHALL II IMIIKIO .. ,.MT MV .. 

11, {1'tu claw llPIJ/ia If,,. C'Offtff«t b for-.ht-' ii lfOIQ-,,,.llty.,..,....,....,.,.. 
t.t/ fiV IH,wlmMtof Lilbor;) 

SEAVtcl CONTMCT ACT Of 1NI • e.x.c.pt «> the utw IM( M ......-• ..,.._, Of 
tole"'°" wov1d apply pmt.1Mt to l9 CFR U if thil '"141 • mntl'tt1 ia ~ of i2.SOO. lht 
ConttKtOr and any IWCOl'l.tnctot INnvodtt lhd pay all of hit ~ ....... ill ,_....,. 
work on the contr.act nol I• OWi the minlfflwn ..,. ..-iw utder tlCtiM 6(1)(1) or tM flit 
Ltbm SWldtn:il Act of 1931. u ttneNtd(Sl.60 pu holilr). HowY«, illCUNwllln lKt.ka 6(•)(2) 
oftht Fllf LtborSWl4inkMt ot !tle ii~, 1M tt•tplCIIW _... • .,,.,.Al :::-~=~= ~-s.:~~tntl Ad of 1965 a,-.1 lfl 19 CFt Pw1 4 tn 

AOOfTIOtlAl. RWML MOVfllOflll 

1'1, CHAIIIOII • Tho~ OffkwJ may If uy dmt. ~ • writttn .._, ... Willlo!M •D 
totheMINltiel,ft'IW~WlthantlltfffitnllL'OflllO(ddteaatntt,ia(l) ............ Of 

apedlk:wtw, wtlttt I.ht •pptitlt to bt f11n\ifMd m to ht ......, ~ le, 1M 
Go\lemmml :iA ICCOJ'diact themrith; (II} medsod of lhipmlnl or,-..;IM(ili) ,.....,..,.,,, 
lf-.)lll!ICli.c:}u,llfi!~-·ll~OI/--J:ll,ta.1Mtot,(lfdwtllllt~for~ 
orthlat.ontt1tt, ..-wdwliled«n01.~b)'11ty~ota',111._..a.~lhlllllt 
madebywrittfflmodtf'atiOl'lofthilC0111tnct.Atlydaimli)'lhto:.tncloffor..,_...I...., 
ihpdiUM tnUrt bt ..m«i Witbla 30dty, !'«mt thtdwof,_.iptbyCMC~ofdw 
ntltir.1Cat1on of tfwita ~ wit w~ Offlciw, lf ht~ ttmtM f'MttJuMify_. 
KtlOII, may rec.tiff lflll Kt upon IR)' NCh daim if marled prior 10 fina P9)91.C, WMlcr ddt 
COflitnct.F.U111ttotffMtot,Ar.Sjlll1.flWflt...Ufft~~•lfNllllonMl'tctWUW. 
tl'wMitMUlloftbtd.Miotthit¢0«tntt«l'ttifW'1>it,p!.11a"ffowMl',nothiqllllttusdwM .. 
txt!At taeContnl:IOr from ~-Sth dJI oontnetat~ 

ti. TERMINATK>N POfl OlP4UU · Tht C~tt~ Offlw. by WfflWA notlot, ...,y ,....._ 
tMcontn,;t,in whfflw in put, for(aihm:oldw CmbKtw 1o ,.r- ..,.t1w,........ 
hmtof. Ill IQCb ff'Clit, tht Coottfdof wU llt .lltblt fot .,.,.., lndudlaJ a.. OAS call or 
~-.W..,U.SotllrriW;pnwiudthat,tl(i)ltlt4t1•""""'4fOtMJ,._.ffillJN 
ConUKtor WU OIK IA def,11,}t or tu) the COW1ini:10f'J (dun to ""°"" it .uhov.l: .. - .. 
IUbc:ootnct«'i c:ontwl, &llltoc mtllpfl-. the hll'Dlinllklll iNiU bt dNffllld10N1,lmNNdollfer 
~wwf,lf~J9.A,\IIM.il'ltbJt~thltffln "H'Dc_,Kiof'' ... 
"•Ybctwttdet.0,-'' ~Ii *l.lbe:Ol'IUactotll ,t MY tf'H. 

flL TlflMINATIOff fOfl CONVtNltflCt • 1'hli COIW'KUIIII Offlcn, liy wrlttn aotki,, -,, 
termina1'th.dCOllU'ICt,iawhokor1t1pttt,_.mkiliaU.blltlntfltlllofat~.lflllll 
contract ll roe lllpplm .nit U11et1rminattd, Ult ContzKUM tall bt...,.._.. ill:tc=nlaol _., 
Secuon VUI of tht Anmlt ~ l'mAunmi ...... , itn•ft'-.ctoa dmCMtrKt'tdaw. To tM 
u:tent thlt thitff>tllOC'titfot temeau4 II IO tfflftiui.4, U.~ ........ ., .. 
pi)'l'NAI irt a.ccoNWla with thc ,.,,..nt proril!OM.Ofthil COll'lnel. fot iltfflWI tfflllffl¢ priaf to the 
dl'ee&m 4th! of tamin,ucm, 

IClAIIIGNNINTOPct.Al-•Ctimlfotnw:mindlltsmtoNC9U'll.tu.undertiusc:o.11111:l ... 
bealrpldonlypunwat:ttodwAlliprllffltofc.i...AccoflWO,a ...... (J/U.S.CW,'1 
U.S.C /$), HG'WfWlt,~tltolft ...... Of~--Wlcceltlet .. lliCll,14111,.._ 
p,Ollii!kd ind A.ct, u MIIIMW, N ..-,., kl Nlll\.ctioa or Nt-ott. !Sn Claw IJ.J --

l DATI llONID 



CHAPTER IV 

HOW TO PREPARE A BID 

A. BID OPPORTUNITY INFORMATION 

1. Before a minority-owned firm can make a bid, the firm must 
have information that there has been issued an invitation for bids 
and the firm must have copies of the IFB. 

Of course, getting on appropriate bidders lists is one of the 
first steps necessary to secure bid opportunity information. Standard 
Form 129, Bidder's Mailing List Application, shown as Figure 3, 
and the reverse side of the form, providing information and in
structions for completion of the form, shown as Figure 4 are reproduced 
on the next pages. 

2. It was mentioned earlier that minority-owned small business 
firms do not need agents or intermediaries for the purpose of getting 
on bid lists or for the purpose of doing business with the Government. 
In fact, when agents are used, the agency connection must be disclosed. 
Bidder's Mailing List Applications should be submitted by the firm 
wishing to do business with the Government offices which buy the 
particular supplies or services offered. 

3. The policies and procedures applicable to solicitations 
and bidders' lists are described below. Also, some of the various 
reasons for restricting applications to the principals are explained. 

a. The Bidder's Mailing List Application, Standard Form 
129, in accordance with information and instructions on 
the form, "shall be submitted and signed by the principal 
as distinguished from an agent, however constituted." 

b. ASPR 2-205.l(c) states, "Bidder's Mailing List Application 
(Standard Form 129) shall be used for obtaining information 
needed in the establishment and maintenance of bidders 
mailing lists." 

c. ASPR 16-810.2 states, 11The application shall be submitted 
and signed by the supplier (the manufacturer or regular 
dealer), as distinguished from an agent of the supplier." 
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FIGURE 3 
Standar d Form 129: Bidder s Mai 1 Li iniz st A 1 lD'D icat i on 

STANDARD FDRM 129 ! INITIAL AF'PLIC1\TIDr< 
JANUARY 1966 EDITIDN BIDDER'S MAILING LIST APPLICATION IHlVISION FPR ( 41 CFR) 1. I 6. 80 2 

Fill in all spaces. Insert ~NA" in blocks not applicable. Type or print all entries. See reverse for instructions. 

TO f Hnter name wtd address of Federal agency to uliiclt fvmt LS submitted. Include 7,/1' cudr} DATE 
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FIGURE 4 

Standard Form 129: Bidder's Mailing List Application 

INFORMATION AND INSTRUCTIONS 

Persons or concerns wishing to be added to a particular agency's bidder's mailing list for supplies or services shall file this 
properly completed and certified Bidder's Mailing List Application, together with such other lists as may be attached to the applica
tion form. with each procurement office of the Federal agency with which they desire to do business. If a Federal agency has at
tached a supplemental Commodity List with instructions, complete the application as instructed. Otherwise, identify in Item 8 
the equipment, supplies, and/or services on which you desire to bid. The application shall be submitted and signed by the prin• 
cipal as distinguished from an agent, however constituted. 

After placement on the bidder's mailing list of an agency, a supplier's failure to respond (submission of bid, or notice in writ
ing, that you are unable to bid on that particular transaction but wish to remain on the active bidder's mailing list for that particu
lar item) to Invitations for Bids will be understood by the agency to indicate lack of interest and concurrence in the removal of the 
supplier's name from the purchasing activity's bidder's mailing list for the items concerned. 

TYPE OF BUSINESS DEFINITIONS 
(See Item No. 9) 

A. MANUFACTURER OR PRODUCER means a person (or con
cern) owning, operating, or maintaining a factory or estab
lishment that produces, on the premises, the materials, 
supplies, articles, or equipment of the general character of 
those listed in Item No. 8, or in the Federal Agency's supple· 
mental Commodity List. if attached. 

B. REGULAR DEALER (Type I) means a person (or concern) 
who owns, operates, or maintains a store, warehouse, or 
other establishment in which the materials, supplies, 
a,ticles, or equipment of the general character listed in Item 
No. 8 or in the Federal Agency's supplemental Commodity 
List, if attached, are bought, kept in stock, and sold to the 
public in the usual course of business. 

C. REGULAR DEALER (Type 2) in the case of supplies of par
ticular kinds (at present, petroleum, lumber and timber 
products, machine tools, raw cotton, green coffee, hay, grain, 
teed, or straw, agricultural liming materials, tea, raw or 
unmanufactured cotton /inters). "REGULAR DEALER" 
means a person (or concern) satisfying the requirements of 
the regulations (Code of Federal Regulations, Title 41, 50-
201.lOl(b)) as amended from time to time, prescribed by 
the Secretary of Labor under the Walsh-Healey Public Con
tracts Act (Title 41 U.S. Code 35-45). For coal dealers, 
see Code of Federal Regulations, Title 41, 50-201.604(a). 

D. SERVICE ESTABLISHMENT means a concern (or person) 
which owns, operates, or maintains any type of business 
which is principally-engaged in the furnishing of nonpersonal 
services, such as (but not limited to) repairing, cleaning, re• 
decorating, or rental of personal property, including the 
furnishing of necessary repair parts or other supplies as part 
of the services performed. 

E. CONSTRUCTION CONCERN means a concern (or person) 
engaged in construction, alteration or repair (including 
dredging, excavating, and painting) of buildings, structures 
or other real property. 

55 

DEFINITIONS RELATING TO SIZE 
OF BUSINESS 

A. SMALL BUSINESS CONCERN. A small business concern 
for the purpose of Government procurement is a concern, 
including its affiliates, which is independently owned and 
operated, is not dominant in the field of operation in which 
it is bidding on Government contracts and can further 
qualify under the criteria concerning number of employees, 
average annual receipts, or other criteria, as prescribed by 
the Small Business Administration: (See Code of Federal 
Regulations, Title 13, Part 121, as amended, which contains 
detailed industry definitions and related procedures.) 

B. AFFILIATES. Business concerns are affiliates of each other 
when either directly or indirectly (i) one concern controls or 
has the power to control the other, or {ii) a third party con
trols or has the power to control both. In determining 
whether concerns are independently owned and operated 
and whether or not affiliation exists, consideration is given 
to all appropriate factors including common ownership, com· 
mon management, and contractual relat•onship. (See Items 
Nos. 6 and 10.) 

C. NUMBER OF EMPLOYEES. In connection with the deter
mination of small business status, "number of employees" 
means the average employment of any concern, including 
the employees of its domestic and foreign affiliates, based 
on the number of persons employed on a full-time, part-time, 
temporary, or any other basis during the pay period ending 
nearest the last day of the third month in each calendar 
quarter for the preceding four quarters. If a concern has 
not been in existence for four full calendar quarters, "num• 
ber of employees" means the average employment of such 
concern and its affiliates during the period such concern has 
been in existence based on the number of persons employed 
during the pay period ending nearest the last day of each 
month. (See Item No. 10.) 

COMMERCE BUSINESS DAILY 
The Commerce Business Daily, published by the Department 

of Commerce, contains information concerning proposed pro
curements, sales, and contract awards. For further informa• 
tion concerning this publication, contact your local Commerce 
Field Office. 



d. DOD procurement activities also use DD Form 558-1 as a 
supplement for additional information where required to 
support Form 129, and use in accordance with ASPR Supple
ment No. 4, DD Form 1630 in connection with SF 129 for 
submission of applications to be placed on Research and 
Development bidder's mailing lists. 

e. Invitations for bids shall be mailed (or delivered) in 
accordance with ASPR 2-203.1 to prospective bidders. This 
regulation and the regulation, ASPR 2-204, stating each 
purchasing activity is the office of permanent record for 
every invitation for bids issued and distributed is in 
conflict with any practice permitting bids to be issued to 
any association which might in turn distribute the bids 
to unknown potential suppliers. ASPR 2-204 states, "The 
file of the invitation for bids should show the distribu
tion which was made and the date thereof." 

f. Any practice permitting issuance of invitations for bids 
to any association for further distribution to potential 
suppliers could not guard against further release of the 
solicitation to ineligible concerns, and the associations 
are prohibited from receiving periodic lists of such con
cerns. Only authorized control of bidder~ mailing lists 
by the purchasing activity can assure monitoring of eligi
bility. ASPR 2-205.2(b) states, "The names of concerns 
which have been (i) debarred from entering into Government 
contracts or (ii) otherwise determined to be ineligible to 
receive an award of a Government contract, because of sus
pension or other disqualifications, shall be removed from 
the bidder's mailing lists to the extent required by such 
debarment or other determination of ineligibility." 

g. The substance of the policies previously mentioned also 
apply to the Federal civilian agencies in conformance with 
the Federal Procurement Regulations (FPR). "Federal 
Procurement Regulations," as stated in FPR 1-1.004, "apply 
to all Federal agencies to the extent specified in the 
Federal Property and Administrative Services Act of 1949, 
as amended, or in other law." For example, ASPR 2-205.1 
covers the establishment of bidders mailing lists and the 
substance of that regulation is contained in FPR 1-205-1. 

h. For certain classes of procurements, excessively long 
bidders mailing lists are rotated and the number of firms 
to be solicited are reduced below the potential that is 
available in accordance with ASPR 2-205.4(b) and FPR 
l-2.205-4(b). All interested bidders do not receive 
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notices of certain bid opportunities and may not receive 
a bid set upon request when the available, reasonable 
supply is exhausted. The number of solicitations to be 
duplicated also is determined by class of item or service, 
or on a case-by-case basis in keeping with consideration 
of the type and size of the procurement involved, adminis
trative cost, and potential benefits from maximum competi
tion vs. adequate, effective competition. 

i. Bidderl; mailing lists are not maintained for all classes 
of procurement actions because certain procurements are 
obtained within the local trade area or the procurements 
are nonrecurring. For that reason, everyone visiting a 
procurement office does not have a Form 129 automatically 
accepted and the firms' representatives are counselled to 
get on appropriate bidders lists of specified activities 
which may have recurring requirements. 

3. Assuming that a firm has performed its marketing duties and 
knows its potential customer and needs, the firm may not automatically 
receive a solicitation by being on the bidders list. When there are 
excessively long bidders mailing lists, the bid list may be rotated 
and the firm may not be assured definitely that your firm will be 
solicited. This latter fact is another good reason for continuing 
study of the Commerce Business Daily synopsis announcements. Natural
ly, the Government makes every effort to solicit everyone within a 
reasonable limitation, but the judgment of the reasonableness of 
the limitation is based on the desire to solicit a competitive number 
of proposals or bids depending upon several circumstances -- including 
the estimated monetary value, the urgency of time, the expense of 
the procurement process, and the overriding wish to maintain a strong, 
broad competitive base. Remember, however, that everyone on exces
sivelylong bidders lists are not solicited. 

Again making an assumption that a firm has received an invita
tion to bid (IFB) either through selection from a bidder's list or 
through a request after reading about the procurement in the 
Commerce Business Daily, the next and most important step is making 
the bid. It is here that the ABC's of bidding apply: 

Accuracy 
Balance 
Competitiveness 

Accuracy is as important to the businessman as the seller as it 
is to the Government as the buyer in the bidding and contract award 
process. An error in bidding may cause the firm to have to perform 
in accordance with a mistake and absorb a substantial loss. In 
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another case, failure to be accurate may cause a bid to be rejected or 
declared nonresponsive in an area where a firm could otherwise have per
formed successfully and earned a profit. 

Balance in judgment concerning whether to bid or not to bid must be 
applied. Small business firms should take a realistic approach regarding 
capabilities to perform and produce a given item or service within the re
quired time schedule. Use balance in weighing capabilities to satisfy 
specification requirements, especially if the bid covers the production 
of an entirely new product. Do not overestimate the capabilities of 
facilities and personnel. Remember that before additional awards are 
made, previous performance records will be reviewed by contracting 
officers covering rejections, late deliveries, or other failures of per
formance. Small business firms should also balance ability to finance 
current business with the added cash flow requirements of the new busi
ness for which bids are being prepared. 

Competitiveness is at the heart of the formal advertising process. 
The invitation to bid has been designed to give all bidders an equal 
opportunity to bid on a common basis, in the same manner, at the same 
time, and on the same item of supply or service, with bids evaluated 
on the same predetermined basis. It is important of course, with all 
other factors considered, that a firm be the low responsible bidder in 
order to receive the award---but it is only necessary to be competitive. 
A firm may be one cent or one dollar below the competition--it does 
not need to be 25 percent or 30 percent below the competition. Also, 
in a period of escalation in many labor and material markets, be careful 
that the unit price reflects the probable costs at the time of offered 
performance. At the same time, price should reflect any production 
experience factors, considering the relationship of the experience of 
the firm and the experience of known competitors, as well as the poten
tial for reduction of material cost due to any increased quantities 
which may be involved in the procurement. Competition is the name of 
the game in the bidding process, but a firm is not expected to lose 
money in the game. Bid a fair and reasonable, competitive price. 

B. PREPARING TI1E BID 

1. This training manual contains Exhibit 5, on pages 66 through 88 
representing an example of an IFB. The several pages of an actual IFB 
have been copied (and reduced in size in certain cases) to serve as a 
workshop exhibit in telling a minority-owned small business firm how to 
prepare a bid. The solicitation example covers the procurement of four 
Fluid Dispensing Units. For information purposes, this example was 
estimated to cost in excess of $10,000 and less than $20,000 total. 

2. For training purposes, look at Exhibit 5, immediately following 
Chapter IV, Paragraph B. The Exhibit is an advertised IFB, Solicita
tion Number N00123-75-B-0055,which was issued by the Navy in 1974. 
Note that the cover page (reduced in size) shows that the procurement 
is a 100% Set-Aside for Small Business. The cover page also states 
that Section C of the solicitation provides the details of the set
aside. Paragraph C-24 in the solicitation notifies the prospective 
bidder that the item being purchased has a Standard Industrial Classi
fication number 3561, covering pumps and pumping equipment, and a 
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business firm providing items in this classification must not have 
more than 500 employees in order to meet the small business size stand
ard. 

Bidders should recognize that firms bidding on certain categories 
of items may have more than 500 employees and still be small business. 
Firms manufacturing radio & television communication equipment for 
guidance and control or antennas, and fire control apparatus, navi
gational equipment, laser systems, and radar may have up to 750 
employees and be classified as small business. The rule of thumb 
that a business must have less than 500 employees to qualify as small 
business does not apply to several categories--for example, producers 
of warheads, arming and fusing devices, and torpedo parts may have not 
more than 1500 employees and meet the small business size standard; 
also, manufacturers of computers and systems, computer equipment and 
components, and peripheral equipment may be classified as small with 
up to 1000 employees. There are more than 50 industries or broad 
classes of products in which the manufacturers may have up to 1,000 
and in some cases up to 1500 employees and be classified as small 
business. Be sure that you understand the correct classification 
because it may be important to you in eligibility to bid on a set
aside and it may result in progress payment advantages (if progress 
payments are permitted) as a contract financing aid for small 
businesses. 

a. Now, please turn to page 1 of the solicitation, behind 
the cover page of the Exhibit. This is the Standard Form 33--the 
solicitation, offer, and award form. This all-inclusive form is the 
Government's invitation to bid. It will be used for the offer, and 
it will next be used for the award. The 21 pages include the terms 
and conditions of the invitation--back in Part III, Section Lin
corporates the general contract provisions, the clauses and the 
Armed Services Procurement Regulation (ASPR) references. 

b. Note the second block on the second line of page 1. This 
block identifies the solicitation as N00123-75-B-0055--this number 
will eventually be the contract number. The first part of the number 
identifies the activity, N for Navy, and 00123 means the Naval 
Regional Procurement Office, Long Beach (F04701 would identify the 
Air Force Space and Missile Systems Office in El Segundo, or M67399 
would identify the Marine Corps Base, Twentynine Palms, California). 
There are two squares below the number which identify the type of 
solicitation--75-B-0055 is an Advertised (IFB) and that square has 
been checked by the buyer. Items 7 and 8 refer to address for 
delivery of bid. 

c. Item 9, Time, on page 1 is all-important. It states that 
this solicitation closed at 10:00 a.m. on 20 August 1974, when offers 
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would be publicly opened. It also refers you to paragraph 8 regarding 
late offers, and the note on page 7 states that paragraph 8 has been 
deleted, and page 8 provides the alterations to the late Bids, Modifi
cations of Bids or withdrawal of Bids clause. The clause is relatively 
free of bureaucratic gobbledygook or governmentese language and tells 
you to have your bid in on time or have a receipt for registered or 
certified mail dated at least 5 calendar days prior to the bid opening. 
The cover page had previously cautioned the bidder to allow sufficient 
time to obtain a pass through Gate 1 of Terminal Island in order to hand 
deliver offers. 

Next look at the Table of Contents on the first page of the 
Form 33 and the sections checked, and review the solicitation package 
to assure that a complete package has been received. 

Item 16 is important. The discount may end up being an im
portant part of the pricing consideration. Also note the Discount 
Limitation clause 9, on page 3. In this case, when the discount exceeds 
2%, the entire discount is treated as a trade discount and not as a 
discount for prompt payment. 

It was stated earlier that Item 9 was all-important, but that 
is not quite true (because your pricing and delivery also are all
important); however, Item 19 too is all-important--Items 17, 18, 19 
and 20 cover the firm's name and address and the signature block. 
Not only the newer firms, but old, experienced firms still fail to sign 
the offer all too often--and of course it is not an offer unless it 
is signed. 

Items 21 through 30 on page 1 will be completed at the time 
of the award by the Government. 

d. Now, please turn to page 2 which covers the Representations, 
Certifications, and Acknowledgments. In preparing a bid, complete all 
items, 1 through 9 on this page; at the bottom of the page, complete 
the acknowledgment of receipt of any amendments to the solicitation. 
The instructions or explanation for checking the appropriate squares 
or completing the information blanks are self-explanatory for Items 1 
through 9. 

Item 2 is the representation that the bidder is either a regu
lar dealer or a manufacturer of the supplies offered. In accordance 
with the Walsh-Healey Public Contracts Act (41 U.S.C. 35-45), all 
contracts (with certain exceptions, such as for generally available 
commercial items) exceeding $10,000 will be awarded only to manufac
turers or regular dealer. A firm may sell, bid, and contract through 
an agent if the agency is disclosed and the agent acts in the name 
of the principal. The certification as a Regular Dealer or Manufac
turer is associated with Item 3, Contingent Fee. 
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The Contingent Fee statement certifies that no one other 
than a regular employee or agent regularly maintained by the con
tractor for the purpose of securing business has participated in the 
marketing and bidding process for this award. In other words, the old 
time "percentage man" or "brokert1 has been eliminated in Government 
contracting. The "cost plus man" is gone. Breach of this warranty 
may cause the contract price to be reduced by the amount of such 
commission, percentage, or contingent fee. 

Item 4 covering Type of Business Organization is a straight
forward representation that the firm is either an individual (sole 
ownership), or a partnership, or a corporation incorporated in a 
certain State (be sure and identify the state) or the firm is a 
nonprofit organization (this is not a joke referring to the fact 
that you haven't made a profit recently). 

Item 5 is the representation concerning affiliation with 
another company, and requests the name of the parent company. This 
affiliation may affect the small business size status. It is impor
tant to note that certain affiliations may not involve actual control 
by another or the opportunity for control. The subject of affilia
tion is covered also in Paragraph B-10. 

Items 6, 7, and 9 are three important socio-economic 
representations and certifications determined by the Congress and 
the Administration to be in the best interests of the Nation. Items 
6 and 7 have areas to be checked and completed. Item 9 is certified 
by the Contractor simply by submission of the bid, but the bidder 
agrees, if award is made, to obtain certifications from subcontrac
tors when the subcontracts exceed $10,000 each. 

e. Paragraph 8-11 requires the bidder to indicate the in
tended place of performance (the predominant amount of the perform
ance--naturally, each of two or three subcontract locations need not 
be identified). 

Paragraph B-12 requests an identification of a labor surplus 
area, if appropriate. This information may be used also as considera
tion in the case of a tie-bid or other bid evaluation. 

Paragraph B-13 on page 5 requires a certification concerning 
the bidder's Affirmative Action Program. This is another socio
economic consideration for offers exceeding $50,000 each or when 
the bidder employs 50 or more employees. 
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The final certification in this section is in paragraph B-14, 
page 5, concerning Equal Employment Compliance. By submission of the 
bid, the offeror makes the certification, but the lines to be com
pleted cover any exceptions which are to be noted. 

The offeror also is requested to provide its manufacturer's code 
number & facility code number, if known. Contractors who have previously 
received awards of $10,000 or more have been assigned code numbers which 
the Government buying office uses in reports of awards and in develop
ment or procurement statistics covering individual contractors and 
geographic locations. If numbers have been assigned previously, they 
will be available from DCAS. Divisions of a company do not receive 
a separate number, but subsidiaries of a company are listed separately. 
For example, the Pontiac Division of General Motors has the same number 
as General Motors, #382920, but Philco Ford as a subsidiary of Ford 
has the contractor Code #680880 while the Ford number is #353340. The 
facility number refers to the city and state; for example, the facility 
area of North Hollywood and California is 4690--05, and the area of 
San Diego is 6060--05, or Los Angeles is 3880--05. 

f. The solicitation package includes Standard Form 33A covering 
the solicitation Instructions and Conditions and the 19 items of these 
standard conditions are supplemented by additional items through C-24 
in Section C. Standard Form 33A provides certain definitions, cautions, 
explanations, and instructions. A bidder should know these conditions 
as well as he knows his own name, and a bidder should understand the 
instructions and conditions. If there is a lack of understanding, the 
new small businessman should contact the buyer or negotiator or con
tracting officer. In this case, solicitation N00123-B-0055, the name 
of the buyer and the telephone number is listed at the bottom of the 
cover page, and page 1 states, "For Information call" ... the buyer at 
the telephone number shown in Item 9; or a firm may call the Small 
Business Specialist for counseling. If there is a question or problem, 
however, that is related solely to the procurement, a firm.should 
contact the contracting officer or negotiator named in Item 9 on the 
first page of the solicitation. 

g. Next, please turn to Section L on pages 18 :through 20 of the 
solicitation. Most of the General Provisions contained on these 
pages are mandatory and any attempt to have them modified or deleted 
generally will be useless. The businessman is advised to know and 
understand these referenced clauses as they may be applied during 
administration of the contract. Certain of these clauses must also 
flow down to stbcontractors. Of course, all of the clauses are im
portant, but the significant clauses may include those dealing with 
Default, Changes, Disputes, Government Delay of Work, Material In
spection and Receiving Report, Assignment of Claims, Variation in 
Quantity, and Termination. Be sure that you have reviewed the complete 
text of these clauses, and any recent changes to the clauses as the 
changes are noted. 
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h. Now that the conditions of the solicitation have been 
reviewed and the provisions of the award are understot1d if you are 
the successful bidder, it is time to look at page 12 C\Overing the 
bid subject. Section E requests an offer for 4 units ~~ach of Item 
0001 and Data (in accordance with DD Form 1423, attached to the 
solicitation as Exhibit A). The data requested in this case is 
not to be priced separately but is to be included in the· unit price 
and the total amount of Item 0001. Sec·don F, immediate11.y following 
Section E, provides a description and specifications oft.he fluid 
dispensing units which will be ordered. Together, Sectio11s E & 
Fare the scope of work of the contract when added to the delivery 
schedule of Section H. Notice in H that the solicitation pro
vides a mandatory not-to-exceed delivery schedule of 90 days and 
a desired delivery schedule of 30 days. The bidder is :instructed 
that the firm may offer an alternate tiue for delivery \'1ithfr1 the 
maximum schedule, but any bid offering a delivery date 1)eyond the 
ma'ximum schedule will be declared nonresponsive. Also, any bid 
contingent upon delivery of material from a mill or subcontractor 
will be cause for rejection of the bid, and if the contractor does 
not offer an alternate date between 30 and 90 days, then the desired 
date of 30 days will apply. 

i. Note also that this solicitation does not off~er any 
opportunity for escalation of material; there is really no need 
for any escalation in this short turn-around time of 30 t,o 90 days; 
however, look for the escalation provisions which may be _included 
in other solicitations and the limits of escalation that n1ay be 
contained in other procurements with performance extending 1 to 180 
or 360 days or more. Also look for progress payment provi.sions 
that may be contained in solicitations and included in awa1~d with 
extended delivery dates. 

j. It is wise from a pricing standpoint to recogn:Lrn that 
Section F, on page 13 , describes the minimum essential req11i ,rements 
of the fluid dispensing uni ts. Section D, in the Evaluation . and 
Award Factors, has stated that other factors are not applicat 1_le. 
Thus, award will be made to the lowest responsible offeror me,eting 
these minimum requirements. Providing an offer for fluid disi)ens
ing uni ts which will handle a 110 gallon drum with a 40 mph to, wing 
capability will not receive extra consideration. It has been 
said before, don't offer the Government under IFB a luxury car · 
priced at a medium-priced car when the Government has ordered a ' 
small car with specific minimum requirements. 

k. In a summary review of the Solicitation in Exhibit 5, · 
if you have questions concerning anything other than the pricing 
of the bid and the delivery date, look first to the IFB package; 
it is the complete assembly of related documents (whether attac:hed 
or incorporated by reference) which had been furnished to all pro
spective bidders. The standard forms and instructions generall_y 
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stand alone and t .hey cover most bidding questions. At the same time, 
be sure that you are aware of :;my updates or changes to the referenced 
clauses in the CJeneral Provisions. 

3. Do not make mistakes in bid preparation. 

Mistakes j.n bid preparation may result in rejection of the bid as 
being nonresponsive, or there may be costly administrative delays. To 
avoid mistakf~s., follow the lead of the pilots--use a check-sheet, and 
question all actions against the requirements: 

-Ha1,:; each question been answered? 

-Has a 11 requested information been provided? 

- Has someone in the firm checked specifications incorporated 
by reference? 

-Has unit price for each item been checked by a responsible 
estirnator? Does the unit price reflect increased costs of 
labor and materials and probable costs at time of require
ment:? Does unit price reflect possible decreased cost of 
labc,r due to effect of learning curve and possible decreased 
cos·t of material due to quantity buys? Is the price 
competitive and realistic? 

-Ha:fo delivery requirement or delivery offer been checked 
against raw material delivery milestones and test mi le
st ones? Can the firm deliver on time? 

-H,1s the entire bid been proofread for typing errors or 
mathematical extension errors? 

-'ls there final agreement within the firm that the require
ments and specifications are fully understood? Can the firm 
deliver? 

-Has the bid been signed? Was it signed by an authorized 
official or agent of the contractor? 

-Does the bid reflect and acknowledge all amendments which 
may have been made to the IFB? 

-Will the bid be mailed in time for receipt prior to opening 
and will any necessary postal receipts for mailing be 
obtained? 

-Is the sealed offer addressed correctly and identified 
correctly? 
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When a mistake in bid has been alleged prior to award, the 
bid may be withdrawn if the bidder presents evidence to reasonably 
support the allegation of error; however, to correct a mistake, 
a higher burden of proof is placed upon the bidder and the mistake 
must not relate to the responsiveness of the bid. Further, if 
the correction will displace another bidder, the evidence must be 
found in the invitation and bid documents, not by the aid of 
extrinsic evidence supplied by the bidder. 

After award, the right of the Government to receive perfor
mance in strict accordance with the contract terms may not be 
waived in the absence of adequate consideration even though equities, 
such as mistakes, exist in favor of the contractor. The procuring 
agencies have been delegated relatively limited authority for 
correction of mistakes after award. 

Obvious, minor mistakes may be corrected to make the bid 
responsive. Instances of obvious errors have included misplaced 
decimal points, transposed figures, and price quotation where 
the delivered price at destination was less than the factory 
price. When errors are found which bear on the possible award, 
it is the usual policy for the contracting officer to request 
verification of the bid; however, some obvious errors may not in 
practice be obvious and it is much better to proofread and verify 
the complete accuracy of the bid before mailing. 

In summary, the bidding procedure is designed to give every
one an equal opportunity to compete. Material modification of 
bids after opening is forbidden in order to preserve the integ
rity of the bidding system. Under certain conditions, a bid may 
be withdrawn prior to award if an alleged error is reasonably 
supported, but after award, the contract, as executed, generally 
represents the understanding of the bidder and the Government. 

4. It has been held consistently that the invitation for bids 
does not impart any obligation to accept any of the bids received 
and all bids may be rejected when it is determined to be in the 
Government's interest. Naturally, to avoid the prejudice to 
bidders of having prices disclosed in bid openings and then having 
all bids rejected, the procedure for rejection after opening is 
exercised only for compelling and cogent reasons. IFB's are not 
issued unless there is an intent to make an award to the respon
sive, responsible, low bidder, price and other factors considered. 

5. The.bidding process is not as complex as some of the cir
cumstances might indicate. When compared with the massiveness 
of the Federal procurement program, the bidding procedure is 
relatively simple. 
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FIGURE 5 

PART 1 - GENERAL INSTRUCTIONS SOLICITATION NO, 
N00123- 75-B-0055 

INFORMATION TO OFFERORS (ll AOVl. I I SEO (l'll) D N[G()TIATEO ,.,,.) 
SECTION A - COVER SHEET 

ISSUING OFFICE (Complete mailinl addt••• includin• Zip Code) 

NAVAL REGIONAL PROCUREMENT OFFICE 

LONG BEACH, CALIFORNIA 90801 

ITEM(S) TO 8£ PURCHASED (Bri•I d•aeriptJon) 

Fluid Dispensing Units 

tH IS PROCUREMENT IS: 

UNRESTRICTED 

SET•AS IOE. (THIS IS A lQO~ SET•ASIDE FOR IX} SMALL BUSINESS ORD LABOR SURPLUS AREA CONCERNS.) (SEE SECTION C OF THE 

X Tl8lE OF CONTENTS IN THIS SOLICITATION FOR OETAllS OF THE SET-AS I OE,) 

OTHERWISE RESTRICTED TO 

NOTE THE AFFIRMATIVE ACTION REQUIREMENT OF TIIE EQUAL OPPORTUNITY CLAUSE WHICH MAY APPLY TO THE·CONTRACT RESULTING 
FROM THIS SOLICITATION. 

NOTE THE CERTIFICATION OF NONSEGREGATED FACILITIES IN THIS SOLICITATION. Bidd!!rs, offerors and applicants are cau-
tioned to note tbe •certification of Non-Serreeated Facilities• in tbe solicitatioa. Failure of a bidder or offeror 
to af~ee to the certification will render his bid or offer nonresponsive to tbe terms of solicitations iavolviac 
a.wards of contracts exceedinr Sl0,000 wbicb are not exempt from tbe provisions of the Equal Opportunuty clause. 

OFFEROR "FlLL-INS•. Offeror "fill-ins" are provided on the face and reverse of Standard Fom 33 or other solicita-
tion document andSectionB ofTa.bleof Contents in this solicitation and should be examined for applicability. 

CAUTION - LATE OFFERS - SEE BELOW 

OFFERS. The envelope used in submittine your offer must be plainly marked with the Solicitation Number, as shown 
above, aod the t imet zone and date set forth in the solicitation document (Bloct f of St•nd•rd For• 33). 

NO OFFER. If NO OFFER is to be submitted, detach this sheet from the solicitation, complete the iDfomation re-
quested on reverse. fold, staple, affix postaee, ud mail. NO ENVELOPE IS NECESSARY. 

NOTE - Offers must set forth full, accurate, and complete information as required by this solicitation (includinf 
•tt•chmenta), The penalty for ma.king false statements is prescrtbed in 18 U.S.C. 1001. 

FOR INFORMATION ON THIS PllOClJREIIENT WRITE OR CALL (Not appJ icable if Standard For• 33 l• attached) 

ADDITIONAL IN,Ofl!MATION 

This Office is physically located in Building 53, Terminal Island, California. Entry 
to this Office must be through the Pass Office, Gate No. 1. Offeror's are cautioned 
to allow sufficient time to obtain a pass in order to 

EXAMPLE 

HOW TO PREPARE A BID 

EXHIBIT 5-1 

CDG-31:cd Sched: 0055 
NAME AND At>0RES~ 

aval Regional Procurement Office 

00 

CDG-31 
fOltM, 

' JUii .. 

Long Beach, CA. 90801 
Mrs. Carol Finn 

1707 llND-NRPOLB-(OP)-4270/41(10-73) 
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hand deliver offers. 

TELEPHONE ( ArH Code, Nf>. 6 ••t,) 
NO COLLECT 

(213) 547-7492 CALLS 



OLD -

LO -

NO OFFER SUBMITTED FOR REASONS CHECKED 

CANNOT COMPLY WITH SPECIFICATIONS CANNOT MEET DELIVERY REOUIREMENT 

UNABLE TO IDENTIFY THE ITEM(S) 00 NOT REGULARLY MANUFACTURE OR SELL THE TYPE OF ITEMS 
INVOLVED 

WE ool I wE oo NOT, DESIRE To BE RETAINED ON THE MAILING LIST FOR FUTURE PROCUREMENT or THE TYPE or· ITEM(S) INVOLHD. 

NAME ANO ADDRESS OF FIRM (Includ• Zi;, Code) SIGNATURE 

TYPE OR PRINT NAME AND TITLE OF SIGNER 

SPECIAL NOTE TO CONTRACTORS: 

If your company is FORWARDING this solicitation to another Division or Company, 

indicate name and address below. This will insure that future amendments to this 

solicitation, if any, will be directed to the correct addressee. 

FROM: EXHIBIT 5-2 

TO: NAVAL REGIONAL PROCUREMENT OFFICE 

LONG BEACH, CALIFORNIA 90801 

SOLi CI TAT I ON NO. _N_0_0_l_2_3 ________ _ 

CLOSING TIME, ZONE AND DATE ________ _ 
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SECTION B - CONTRACT FORM & REPRESENTATIONS, CERTIFICATIONS & OTHER STATEMENTS OF OFFEROR 

STANDARD fORM 33, NOV. 1969 SOLICITATION, OFFER, 
3, CERTlflED FOR NATION4l DEFENSI! UNDER 4, PAGE I OF 

BOSA REG, 2 ANO/OR OMS REG, 1. 
GENEUL SERVICES ADMINISTRATION 

MAT A AND AWARD 1 fED. PROC. REG. (41 CfR) 1-16.101 
RATING, DO-A-8C 17 

L CONTRACT . ( Pror, /mt, ld111t.) NO, 2, SOllCITATION NO. 5. DATE ISSUED 6. REQUISITION/PURCHASE REQUEST NO, 
N00123- 75-B-0055 
[]J ADVERTISED 

(ll'B) 
□ NEGOTIATED 

(RFP) 17 JUL 74 ~00246-74-PR002264 (25 JUN 74} 

1. ISSUED BY CODE I N(:)0123 a, ADDRESS OffER TO (If.,,,,,. thtm BJoell 7) 

NAVAL REGIONAL PROCUREMENT OFFICE 

LONG BEACH, CALIFORNIA 90801 

SOLICITATION 

9. Sealed offers in original and _l_copies for furnishing the supplies or services described in the Schedule will be received at the place specified in 
block 8, OR IF HAND-CARRIED, IN THE DEPOSIT AR y LOCATED IN the Second Floor, Building 53. Terminal ~s. 
until 10:00 A.M. • 20 ~ugust 1974 . If this is an advertised solicitation offers will be publicly opened at that 

(Tim,, Zou,, a11d Datt) ' 
time. CAUTION-LATE OFFERS, See par. 8 of Solicitation Instructions and Conditions. 
All offers arc subject to the following: ;, The Schedule included below and/or attached hereto. 
l. The attached Solicitation Instructions and Conditions, Sf 33-A, 4, Such other provisions, representations, certifications, and specifications 
2, The General Provisions, SP 32 •dition, which is attached as are attached or incorporated herein by reference. ( Attachments are listed 

or incorporated herein by reference. in the Schedule.} 
FOR INFORMATION CALL (Name and Telephone No,) (No collect callt.J: CDG-31 MRS. CAROL FINN Tel.(213)547-7492 

TABLE OF CONTENTS 
The Following Check.ea Sections Are Contained in the Contract 

lXl SEC PR. LIU ""'' l:'R 

PART 1 - GENERAL INSTRUCTIONS G Preservation/Packin2/Packa2in2 14 
A Cover Sheet H Deliveries or Performance 14 
B Contract Form and Representations, Certifications I Inspection & Acceptance 11> 

& Other Statements of Offeror 1 J Special Provisions 1/ 

C Instructions, Conditions, & Notices to Offerors K Contract Administration Data 18 
10 PART III - GENERAL PROVISIONS 

D Evaluation & Award Factors 12 L General Provisions 18 
PART II - THE SCHEDULE PART IV - LIST OF DOCUMENTS & I 

E Supplies Services & Prices 12 ATIACHMENTS 
F Description Specifications 12 M List of Documents & Attachments .rnj 

csd OFfER (NOTE: Revme Must Also Be Fully Completed By 0/feror) 

In compliance with the above, the undersigned offers and agrees, if this offer is accepted within __ calendar days (60 calendar days unless a different 
period is inserted by the offeror) from the date for receipt of offers specified above, co furnish any or all items upon which prices are offered, at the 
price set opposite each item, delivered at the designated point(s}, within the time specified in the Schedule. 

16, DISCOUNT FOR PROMPT PAYMENT (Stt Pdr, 9 .,, SF .B-A) 

% 10 CALENDAR OAVS1 % 20 CALEND4R D4YS1 % 30 CAU!ND4R DAYS, % CALENDAR DAYS. 

11, OFFEROR WDEI I FACILITY CODE I 18. NAME AND TITLE OF PERSON 4UTHORIZED 
NAME & ADDRESS TO SIGN OFFER (Typt or Print) 

(Strttt, ,;,y, 
,ounty, stat,. 
& ZIP Codt) 

19. SIGN4TURE 
Art,1 Code a11d T,l,pho11, No,: 

□ Cl,,ci, If R,111i11anct Addrm I, Di/ftrtnt From Aho,., -Enter Su,h Address In S,htdul,, SAMPLE 

AWARD (To Be Completed By Go,·ernmmt) 
21, ACCEPTED AS TO ITEMS NUMBERED 22. AMOUNT 23. ACCOUNTING AND APPROPRIATION DATA 

2-4, SUBMIT INVOICES ( 4 rnpi,s 1mlm olhtru·ist rp,riji,d J TO ADDRESS SHOWN IN 25, NEGOTIATED LJ 10 u.s.c. 230-4{0)( l 

BLOCK PURSUANT TO n -41 U.S,C, 2521cK l 

26. ADMINISTERED 8Y CODE 21. PAYMENT WILL BE MACE BY CODE 
(If otm tlx,n bled 7) ,' 

28. NAME Of CONTRACTING OfflCER (Typ, or Priul) 29. UNITED STATES OF AMERICA 

8Y, 
{Sign11/ur, of Co11traai11g Offmr) 

33-121 Award will be madt on this form, or on Standard Form 26, or by other ojffrial written notice, 
EXHIBIT 5-3 
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20. OFFER DATE 

30, AWARD DATE 



Page 2 of 21 
REPRISENTATIONS, CERTIFICATIONS, AHD ACKNOV-"N=LEPG:;;;....;;;;=M=ENT"-=-'S'----------

The Oln!ror represenu and certifies as part of his offer that: ( Ch«-• or '°"'p/111 all aJ>Pliwblt hoxtJ or hi, J<h,) 

I. SMALL BUSINESS {S11 pa,. 14 on SF 33-A,) 
He D is. O is not, a smafi business concern. If otferor is a small business concern and is not rhe ma· 11ufacturer of the supplies offered, he also ·repre,ents that 

all supplies to be furnished hereunder O will, 0 will not, be manufactured or produced by a small business concern in the United States, its possessions, or 
~rtoRico. 

2. REGULAR DEALER-MANUFACTURER ( Applicahlt olflJ to supply contram txmding SIO.O oo.) 
He is a O regular dealer in, O manufacturer of, the supplies offered. 

3. CONTINGENT FEE (Sn p(lr. 1' 011 SF 33--A.) 
(a) He O has. O has not, em_E!oyed or retained any company or person (othe, tha11 a /11/1-tim, ,. 1,o,,,,, fide 1111.P_/oJtt wori:ing 10/1/y for th, offeror) to solicit or 

secure this contract, and (b) he lJ has, 0 has nor, paid or a~eed to pay any company or persor, { oth" thttn a /1111-time bo11a fid, ,mploy11 wori:mg stltly for th, 
olfmw) any fee, commission, percentage, or brokerage fee conungent upon oc resulting frc,m the award of this contract; and agrees to furnish information relat• 
ing to (a) and (b) above, as requested by the Contracting Officer, (For tnltr/)retation •ft,~, r,p, ·111ntatio11, in,l11di11g tlu ,,,.,,, "bo1111 fidt tm}lo:,«,," ,,, Cod, of 
Fiii#r4/ R,g11lamns, Tifft 41, S11bpart 1-1.,.) 

4. TYPE OF BUSINESS ORGANIZATION 
He operates as O an individual, O a partnership, O a nonprofit organization, 0 a corpor .ation, incorporated under the laws of the State of 

'}. AFFILIATION AND IDENTIFYING DATA { ApplittdJlt only 1' IUlwrtisld 10/i.itations, ) 
Each offeror shall complete (a) and (b) if applicable, and (c) below: 
(a) He O is, O is not, owned or controlled by a parent company. (SH }iill', 16 on SF J 3-A.) 
(b) If the offeror is owned or controlled by a parent company, he shall enter in the block 5 below the name and main office address of the parent company: 

Name of Parent company and main olliCt' addn:ss ______________ -------------------------
(include ZIP Code) ______________________ -----------------------

(c) Employer's identification number {S« par. 17 on SF 33-A.J------::-=--,,,....,,,.., ______ _ 
(0/fm,r's E,I I. No.) {Piilrmt Co"1/)an]'1 E,l. No.) 

6, EQ!!.AL OPPORTUNITY 
He.O ruu, O has not, participated in a previous contract or subcontract subject eith er to the Equal Opportunity clause herein or the clause originally con• 

tained m section 301 of Executive Order No. 10925, or the clause contained in section 201 of Executive Order No. 11114; that he O has, 0 has not, filed all 
required compliance reports; and that representations indicating submission of required compliance reports, signed by prop<?sed subcontractors, will be obtained 
prior ro subcontract awards. (Tiu abo,·t r,pr11mlafton 11ttd •of ht 111bm1tted "'con11«t« ,,, w11h contr,u/1 or mbcontrt1c/1 u1nch "" exempt fro•11 tht d.z11se,) 

7. BUY AMERICAN CERTIFICATE 
The offeror hereby certifies that each end product, except the end products listed t ,elow, is a domcmic source end product (as defined in the dauu entitled 

"Buy American Act' ) ; and that components of unknown origin have been considere, j to have been mined, produced, or manufactured outside the United States, 
EXCLUDl!O ENO PRODUCTS I COUNTRY Of OltlGIN 

8. CERTIFICATION OF INDEPENDENT PRICE DETERMINATION (Se, pa1 '· 18 on SF 33-A,) 
(a) By submission of this offer, the offeror certifies, and in the case of a joint: offer, each parry thereto certifies as to its own organization, that in connection 

with this procurement: 
(I) The prices in this offer have been arrived at independently, without co~ ,sulration, communication, or agreement, for the purpose of restricting compe• 

tition, as to any matter relating to such prices with any other offeror or with ani, competitor; 
(2) Unless otherwise required by law, the prices which have been quot• ed in this offer ha•,e not been knowingly disclosed by the offeror and will not 

knowingly be disclosed by the olferor prior to opening in the case of an advertised procurement or prior to award in the case of a negotiated procurement, 
directly or indirectly to any other offeror or to any competitor; and 

_ (3) No attempt has been made or w.ill be made by the olferor to\indu:e any other person c,r firm to submit or not to submit an offer for the purpose of 
restricting competition. 

(b) Each person signin~ this offer certifies thar: 
( 1) He is the person in the offcror's organization responsible within that organization for tl'e decision as to the prices being offered herein and that he has 

not participated, and will not participate, in any action contrary to (a) (1), ,nrough (a) (3) above; or 
(2) (i) He is not the person in the offeror's organizacion responsible within that organiz1Jtion for the decision as to the prices being offered herein but 

that he has been authorized in writing to act as agent for the persons respc ,nsible for such dee' sion in certifying that such/ersons ha"e not participated, and 
will not participate, in any action contrary to (a) (t) through (a) (3) above, and as their ager.t does hereby so certify; an (ii) he has not participated, and 
will not participate, in any action contrary to (a) (1) through (a) (3) above. 

9, CERTIFICATION OF NONSEGREGATED FACILITIES 
(Applicable to (I) contracts, (2) subcontracts. and (3) agreements w 1th applicants who a:e •hemselves performing federally assisted construttion contracts, 

exceeding 110,000 which are not exempt from the provisions of the Equa I Opportunity clause,.) 
By the submission of this bid, the bidder, offeror, applicant, or subcor ,tractor certifies that he does not maimain or provide for his employees any segregated 

facilities at any of his establishments, and that he docs not permit his er nployees to perform •:heir services at any location, under his control, where se,tregated 
facilities are maintained. He certifies further that he will not maintain• ,r provide for his employees any segregated facilities at any of his establishments, and 
that he will not permit his employees to perform their services at any lo cation, under his control, where segregi1ted facilities are maintained. The bidder, olferor, 
applicant, or subcontractor agrees that a breach of this certification is,, violation of the Equil Opportunity clause in this contract. As used in this certitication, 
the term "segregated facilities" means any waiting rooms, work are;, ,s, rest rooms and wash rooms, restaurants and other eating areas, time clocb, locicer 
rooms and other storage or dressing areas, parking lots, drinking foun tains. recreation ore, rertainment areas, transportation, and housing facilities provided 
for employees which are segregated by exphcit directive or are in fact I eiJfCgated on the basi, of race, color, rel~ion or national origin, because of habit, local 
custom, or otherwise. He further agrees that (except where he has ob tamed identical certifi,:ations from proposed subcontractors for specific time periods) he 
will obtain identical certifications from proposed subcontractors prior I ,o the award of ,;ubror,tracts exceeding SI0,000 which are not exempt from the provisions 
of the Equal Opportunity clause; that he will retain such certifications in his files; and that he will forward the following notice to such proposed subcontrac
tors ( except where the proposed subcontractors have submitted iden1,ical certifications for ~ pecific time periods): 

Notitt to pro,p«ttve subcontractors of rtqmrtment for certtfications of 110111,grrgt11td facilttitt 
A Certification of Nonsegregated Facilities must be submitted prior l'O the award of a s11bcontract exceeding Sl0,000 which is not exempt from the provi

sions of the Equal Opportunity clause, The certification may ~ sub mirted either for each subcontract or for all subcontracts durin~ a period (i.e., quarterly. 
semiannually, or annually), NOTE: Th, pmalty for making fills, stall 111t1111S i11 offers it /•mcr.·INd in 18 U,S.C. 1001, 

AC:KNOWLEDGMfNT OF AMENDMl:NTS 
11Mi off«or ocknowlffgH receipt of amendm•nts 

AMENDMENT NO. AMENDMENT NO, DATE 

to th• SolJ(itoHon for Offert ond ,..fated docv-- +-------------+-----------1-------------+-----------
f\MfttS ftt.1,_.,ed of'd dott'd as follows: 

NOTE,-Ojfers m11s1 st/ for/h /111/, ,,,,,11,aft, and complett 111/ormul ion at r,q11ir,d 1,y this Solicitatio,r (ind11ding affachmtnts), The p,nalty for making fa/st llatt· 
mints in offers 11 prtscri!Hd in 18 U.S,C. 1001. 

l3-129r 11£\IUSf OF StANOAIIO FORM J3, NO\ll!Mll:R 1969 
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(Bid) 

B-9. DISCOUNT LIMITA1'.!...Q.!i 

N00123-75-B-OOSS 
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It is understood and attreed that, for the purpose of pay
ments under this contract, an offer of prompt discount in 
excess of two per cent (2%), shall be considered as a trade 
or special discount whic~ shall be available to the 
Government as a reductio.n from the prices quoted, without 
regard to whether invoicl,s are actually paid within the 
designated discount perio,d. Offerers who desire to do so 
may quote customary terms· of discount (not in excess of 
two per cent (2%), for prt~mpt payment in addition to any 
trade or special discount available to the Government, 
provided such trade or spe'cial discounts are stated 
separately herein. Unless such trade or special discounts 
are stated separately the o£feror agrees that, when the 
discount offered exceeds tw1? per cent (2%), the entire 
discount will be considered as a trade or special discount 
and will not be treated as a discount for prompt payment. 

Trade or Special Dis coumt c ff ered, if any: % 

B-10. AFFILIATED BIDDERS (19til JAN) 

(a) Business concerns are affiliates of each other when 
either directly or indirectly (i) one concern controls or 
has the power to control the ot:her, or (ii) a third party 
controls or has the power to control both. 

(b) Each bidder shall submit wi1th his bid an affidavit 
containing information as follov.'.S: 

(i) whether the bidd~r has a11y affiliates; 
(ii) the names and addresses of all affiliates of the 

bidder; and 
(iii) the names and adtresses oif all persons and concerns 

exercising control or ownt\rship of the bidder and 
any or all of his affiliates, and whether as com
mon officers, dir~ctors, stockholders holding 
control! ing interest, or ot:herwi s e. 

Failure to furnish such an affidavit may result in rejec
tion of the bid. 

B-11. PLACE OF PERFORMANCE 

The bidder/offeror shall indicate below the intended place 
of performance, including the street address, and the 
names and addresses of owner or operator of producing 
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facilities, if other than the offeror, when it is reasonable 
anticipated that such facilities will be used in the per
formance of the contract; 

(Place of performance) 

(Street Address) 

(Name of owner or operator of pr6ducing facilities) 

(Street Address) 

B-12, LABOR SURPLUS AREA (ASPR 2-20l(a) Sec. B. (iii) 
(1970 Sep) 

This procurement is not set aside for labor surplus area 
concerns. However, the bidder's status as such a concern 
may affect entitlement to award in case of tie bids or bid 
evaluation in accordance with the Buy American clause of 
this solicitation. In order to have his entitlement to a 
preference determined if those circumstances should apply, 
the bidder must: 

(i) furnish with his bid evidence that he or his first
tier subcontractor is a certified-eligible concern 
with a first preference in accordance with 29 CFR 
8.7(b) and 8.9(c) or a certified-eligible concern with 
a second preference in accordance with 29 CFR 8.7(c) 
and 8,9(d), and identify below the address at which 
the costs he will incur on account of manufacturing 
or production (by himself if a certified concern or by 
certified concerns acting as first tier subcontractors) 
amount to more than 25% of the contract price, or 

(ii) identify below the persistent or substantial 
labor surplus area in which the costs he will incur on 
account of manufacturing or production (by himself or 
his first-tier subcontractors) amount to more than 50% 
of the contract price. (If the bidder proposes to 
qualify as a persistent or substantial labor surplus 
area concern not located in a labor surplus area, 
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evidence of such certification must be furnished.) 

Failure to furnish evidence of certification by the 
Secretary of Labor if applicable, and to identify the 
locations as specified above will preclude consideration 
of the bidder as a labor surplus concern. Bidder agrees 
that if, as a labor surplus area concern, he is awarded a 
contract for which he would not have qualified in the 
absence of such status, he will perform the contract or 
cause it to be performed, in accordance with the obliga
tions which such status entails. 

B-13. AFFIRMATIVE ACTION PROGRAM (1970 AUG) 
(the following certification shall be completed by each 
offeror whose offer is $50,000 or more and who has 50 
employees or more) 

The offeror certifies that he// has, /-/ has not, 
developed and maintained at each of his establishments 
Equal Opportunity Affirmative Action Programs, pursuant to 
41 CPR 60.2. 

B-14. CERTIFICATION OF EQUAL EMPLOYMENT COMPLIANCE 
(1970 AUG) 

By submission of this offer, the offeror certifies that, 
except as noted below, up to date of this offer no advice, 
information or notice has been received by the offeror 
from any Federal Government agency or representative 
thereof that the offeror or any of its divisions or affil
ates or known first-tier subcontractors is in violation of 
any of the provisions of Executive Order No. 11246 of 
September 24, 1965, Executive Order No. 11375 of 
October 13, 1967, or rules and regulations of the Secre
tary of Labor (41 CFR, Chapter 60) and specifically as to 
not having an acceptable affirmative action program or 
being in noncompliance with any other aspect of the Equal 
Employment Opportunity Program. It is further certified 
and agreed that should there be any change in the status 
of circumstances certified to above between this date and 
the date of expiration of this offer or any extension 
thereof, the Government Contracting Officer cognizant of 
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this procurement will be notified forthwith. 

B-15. STABILIZATION OF PRICES, RENTS, WAGES, AND SALARIES 
(1972 AUG) 

(a) By Executive Order 11640, dated January 26, 1972, the 
President further implemented his stablization program and 
confirmed and ratified all orders, regulations, circulars, 
or other directives issued and all other acti,ns taken 
pursuant to Executive Order No. 11615, as amended and 
Executive Order No. 11627, as amended. The Contractor 
represents that to the best of his knowledge and belief he 
is in complete compliance with Executive Order 11640, as 
amended, if applicable. Further, the Contractor warrants 
that insofar as Executive Order 11640, as amended, is 
applicable, the amounts invoice~ under this contract will 
not exceed the lower of (1) the contract price, or (2) the 
maximum levels established in accordance with the order. 

(b) The Contractor agrees to insert the substance of this 
clause, including this paragraph (b), in all subcontracts 
for supplies or services issued under this contract. 

B-16. LISTING OF EMPLOYMENT OPENINGS FOR VETERANS 
(1971 NOV) 

Offerors should note that this solicitation includes a 
provision which will be included in the contract requiring 
the listing of employment openings with the local office of 
the State employment service system if the award is for 
$10,000 or more and involves 400 or more man-days of 
employment. 

MANUFACTURER'S CODE NUMBER: 

PLEASE PROVIDE YOUR MANUFACTURER'S CODE NUMBER, AS LISTED 
IN FEDERAL SUPPLY CODE FOR MANUFACTURERS OR NON-MANUFAC
TURERS IN THE SPACE PROVIDED BELOW. THIS INFORMATION WILL 
ENABLE US TO EXPEDITE THE PROCESSING OF THIS SOLICITATION. 
(Codes, if unknown, may be obtained from your local Defense 
Contract Administration Services Region.) 
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NOTICE OF TOTAL SMALL BUSINESS SET-ASIDE (1972 JUL) 

(a) Restriction. Offers under this procurement are 
solicited from small business concerns only and this 
procurement is to be awarded only to one or more small 
business concerns. This action is based on a determina
tion by the Contracting Officer, alone or in conjunction 
with a representative of the Small Business Administration 
that it is in the interest of maintaining or mobilizing 
the Nation's f~ll productive capacity, in the interest of 
war or national defense programs, or in the interest of 
assuring that a fair proportion of Government procurement 
is placed with small business .concerns. Offers received 
from firms which are not small business concerns shall be 
considered nonresponsive and shall be rejected. 

(b) De fini ti on. A "small business concern II is a concern, 
including its affiliates, which is independently owned and 
operated, is not dominant in the field of operation in 
which it is offering on Government contracts, and can 
further qualify under the criteria set forth in regula
tions of the Small Business Administration (Code of 
Federal Regulations, Title 13, Section 121.3-8). In 
addition to meeting these criteria, a manufacturer or a 
regular dealer submitting offers in his own name must 
agree to furnish in the performance of the contract end 
items manufactured or produced by small business concerns: 
Provided, that this additional requirement does not apply 
in connection with construction or service contracts. 

"In connection with the foregoing clause the size standard 
criteria set forth in Section C of this solicitation apply." 

ALTERATIONS AND ADDITIONS TO 
SOLICITATION INSTRUCTIONS AND CONDITIONS(Std. Form 33A) 

This replaces paragraphs 7 and 8 of SF 33A 

LATE BIDS, MODIFICATIONS OF BIDS OR WITHDRAWAL OF BIDS 
(1973 JUL) 

(a) Any bid received at the office designated in the 
solicitation after the exact time specified for receipt 
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will not be considered unless it is received before award 
is made and either: 

(i) it was sent by registered or certified mail 
not later than the fifth calendar day prior to the date 
specified for the receipt of bids (e.g., a bid submitted 
in response to a solicitation requiring receipt of bids by 
the 20th of the month must have been mailed by the 15th or 
earlier); or, 

(ii) it was sent by mail (or telegram if author
ized) and it is determined by the Government that the late 
receipt was due solely to mishandling by the Government 
after receipt at the Government installation. 

(b) Any modification or withdrawal of bid is subject 
to the same conditions as in (a) above. A bid may also be 
withdrawn in person by a bidder or his authorized repre
sentative, provided his identity in made known and he 
signs a receipt for the bid, but only if the withdrawal is 
made prior to the exact time set for receipt of bids. 

(c) The only acceptable evidence to establish: 
(i) the date of mailing of a late bid, modifica

tion or withdrawal sent either by registered or certified 
mail is the u. S. Postal Service postmark on the wrapper 
or on the original receipt from the U. S. Postal Service. 
If neither postmark shows a legible date, the bid, modi
fication or withdrawal shall be deemed to have been mailed 
late. 

"(The term 'postmark' means a printed, stamped, or 
otherwise placed impression that is readily identifiable 
without further action as having been supplied and affixed 
on the date of mailing by employees of the U. S. Postal 
Service.)" 

(ii) the time of receipt at the Government instal
lation is the time/date stamp of such installation on the 
bid wrapper or other documentary evidence of receipt 
maintained by the installation. 

(d) Notwithstanding the above, a late modification 
of an otherwise successful bid which makes its terms more 
favorable to the Government will be considered at any time 
it is received and may be accepted. 

Clause 9. DISCOUNTS 

Delete subparagraph (b) and in lieu thereof 
insert the following: 
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In connection with any discount offered, time will be 
computed from date of delivery of the supplies to carrier 
when acceptance is at the point of origin, or from date 
of delivery at destination or port of embarkation when 
delivery and acceptance are at either of these points, or 
from the date the correct invoice or voucher is received 
in the office specified by the Government, if the latter 
is later than date of delivery. Payment is deemed to be 
made for the purpose of earning the discount on the date 
of mailing of the Government check. 

C-20. NOTE: FOR NAVY ADMINISTRATIVE USE ONLY: THE 
STATUS CONTROL ACTIVITY IS: 

Naval Air Station, North Island, San Diego, CA 92135 

C-21. DX/DO RATING 

Contracts or purchase orders to be awarded as a 
result of this solicitation shall be assigned a 
/-/DX ___ rating; /XX/ DO A-SC rating; /-/ OMS 
allotment number_.,,___:=----=- in:ic'cordance with the 
provisions of BOSA Regulation2 and/or OMS Regula
tion 1. (1969 OCT). 

C-22. NAVY PRIORITY: 09 ------
C-23. BIDS--ACCEPTANCE PERIOD (1960 APR) 

Bids offering less than 30 days for acceptance by 
the Government from the date set for opening of 
bids will be considered nonresponsive and will be 
rejected. 

C-24. For the purpose of certifying business size (Par. 1 
of SF 33) for this procurement, and supplementing 
Par. 14 of SF 33A, it has been determined in ac
cordance with ASPR 1-703(c) that the following is 
appropriate: 

STANDARD INDUSTRIAL CLASSIFICATION# 3561 

SMALL BUSINESS SIZE STANDARD - NOT MORE THAN 
500 employees 
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N00123- 75-B-0055 SOLICITATION INSTRUCTIONS AND 
CONDITIONS 

(Para 7 deleted. See alteration to SF 33A) 
1. IUINITIONL 
A.slued herein: 

(a) The term "solicitation" means Inviuuion for Bids (IFB) 
where the procurement is advertised, and Request for Proposal 
(I.PP) where the pn,curement is n~iated. 

(b) The term "oft'er" means bid where the fll'OCUrement ill ad· 
vertiled, and proposal where the procurement is nesotiated. 

(c) for purposes or this solicitation and Block 2 of Standard 
Form 33, the term "advertised" includea Small Business Restricted 
Advertising and other types of restricted advertising. 

(a) Off'eron are expected to examine the drawings, specifica
tiom, Schedule, and all instructions. Failure to do 10 will be 
at the off"_., risk. 

(b) Each off'erw shall furnish the information required by the 
1olicitation. The oft'eror 1hall 1ign the solicitation and print or 
type hi1 name 011 the Schedule and each Continuation Sheet 
thereof on which he makes an entry. Erasures or other change, 
must be initialed by the person signing the offer. Offer■ signed 
by an agem are to be accompanied by evidence or his authority 
unlaa such evidence has been previously furnished to the issuing 
o8ic:e. 

(c) Unit price for each unit off'ered shall be shown and such 
price shall uiclude packing unle11 otherwise specified. A total 
lihall be entered in the Amount column of the Schedule for each 
item offered. In case or discrepancy between a unit price and 
extended price, the unit price will be presumed to be correct, 
subject, however, to correction to the same extent and in the 
same manner u any other mistake. 

(d) Offen for supplies or services other than 1hose specified 
will not be considered unless authorized bv the solicitation. 

(e) Off'eror must state a definite time tor delivery of supplies 
or for performance or services unless otherwise specified in the 
tolicitat10n. 

(f) .1ime, if' ll(ated. u a number or days, will include Saturdays, 
Sunday-1 and holidays. 

(g) Code boxes are tor Government use only. 

a. IXIIIAM1ION 10 onaoa. Any explanation desired by an 
.._ reptding the meaning or interpretation of 1he solicitation, 
drawiDI.!, specifications, etc., must be requested in writing and 
with sufficient time allowed for a reply 10 reach off'eron licfore 
the submission or their oft'en. Oral explanations or instruction• 
pwn bebe the •-rd or the contract will not be binding. 
Aay inlbnnation fiven to a pnMlpective off'eror concerning a aolici• 
tation will be filrniahed to all pro1~tivc oft'eron • an amendment 
oi the solicitation, if such information is necesury to off'erors in 
submitting oft'en on the solicitation or if the lack of such infor
mation would be ptejudicial to uninformed off'eron. 

C. ACKNOWUNMINY Of AMINNIINT$ TO SOLICffATIONS. 
Receipt or an amendment to a solicitation by an off'eror must 
be achowledged (a) by signing and returning the amendment, 
(b) on the reverse ol: &andard Form 33, or (c) by letter or tele• 
gram. Such acknowledgment mu11 be received prior 10 the hour 
and date specified for receipt of off'en. 

L IUIMIISION Of OffUI. 
(a) Off'en and modifications thereof shall be enclosed in sealed 

enveloJ)CI and addressed lo the office specified in the solicitatioo. 
The oft'eror shall show the hour and date specified in the solici
tation for rec~.;he 1olici1a1ion number, and the name and 
add,- or the OIi the face or the envelope. 

(b) Teieirraphic offers wiU not be considerecl unless authorized 
by the solicitation; however, offen may be modified by tele
graphic notice, provided such notice is received prior ro the hour 
and date specified for receipt. (However, see par. 8.) 

(c) Samples of items, when required, must be submitted within 
the time specified, and unless otherwise specified by the Govern
ment, at no ex~ to the Government. If not destroved by test• 
ing, samples will be returned at off'eror's request and expen1e, 
unfea otKerwile specified by the solicitation. 

6. fAR.URI TO SUUM1' onu. If no offer is to be submittm, 
do not return the solicitation unless otherwise specified. A letter 
or postcard should be Jent to the issuing office advising whether 
luture solicitations for the type of 1upplies or services covered by 
this solicitation are desired. Failure or the recipient to oft'er. or 
to notify the issuing office that future solicitations are desir.ed, 
mar. result in removal of the name of such recipient from the 
mailing list for the type of supplies or services covered by the 
IOlicitation. 

7, MODlflCATION OR WITHDRAWAL 0, OfflRS. 
(a) If this solicitation is advertised, offers may be modified 

or withdrawn by written or telegraphic notice received prior to 
the exact hour and date specified lor receipt of offers. An oft'er 
also may be withdrawn in person by an ofreror or his authorized 
representative, provided his identity is made known and he siipis 
a receipt for die offer, but only if the withdrawal is made praor 
to the exact hour and date set for receipt of offers. (However, 
see par. 8.) 

(b) If thi1 solicitation is negotiated, oft'en may be modified 
(sul:liect to par. 8, when applicable) or withdrawn by written or 
telegraphic notice received at any time prior to award. Offers 
may be withdrawn in person by an oft'eror or his authorized rep· 
resentative, provided his identity is made known and he signs a 
receipt lor the oft'er prior ro •-rd. 
(Para 8 deleted. See alteration to SF 33A) 
I. LATI OffQS ANO MODlflCATIONS OR WITHDRAWALS. (This 

aph applies to all advertised solicitations. In the case of 
ment of Defense negotiated solicitatiorui, it shall also apply 
offers and modifications (other than the normal revisions 

of offers by selected offerors during the usual conduct of nego
tiations with such oft'erors) but not to withdrawals of offen. Un
less otherwise provided, this earagraph does not apply to nego
tiated solicitations issued by civilian agencies.) 

(a) Offers and modifications of offers (or withdrawals thereof, 
if this solicitation is advertised) received at the office designated 
in the solicitation after the exact hour and date specified lor receipt 
will not be considered unless: ( I) thev are received before award is 
made; and either (2) they are sent by registered mail, or by certified 
mail for which an official dated post office stamp (postmark) on the 
original Receipt for Certified Mail has been obtamed and it is de
termined by the Government that the late receipt was due solely to 
delay in the mails for which the offcror was not res)X!nsible; or (3) 
if submitted by mail (or by telegram if authorized) lt ii determined 
by the Government that the late receipt was due solely to mishan
dling by the Government after receipt at the Government installa
tion; provided, that timely receipt at such installation is established 
upon examination of an appropriate date or time stamp (if any) of 
such installation, or of other documentary evidence of receipt (if 
readily available) within the control of such installation or of the 
past office serving it. However, a modification of an offer which 
makes the terms of an otherwise successful offer more favorable to 
the Government will be considered at any time it is received and 
mav thereafter be accepted. 

(b) Offerors u1ing certified mail are cautioned to obtain a Re
ceip1 for Certified Mail showing a legible, dated pottmark and 
to retain such receipt against the chance that it will be required 
as evidence that a late offer was timely mailed. 

(c) The time of mailing of late offen submitted by registered 
or certified mail shall be deemed to be the last minute of the 
date shown in the pollmark on the registered mail receipt or 
registered mail wrapper or on the Receipt for Certified Mail 
unless the offeror furnishes evidence from the post office sta• 
tion of mailing which establishe1 an earlier time. In the case 
of certified mail, the only acceptable evidence is as follows: (I) 
where the Receipt for Certified Mail identifies the post office 
station of mailing, evidence furnished by the oft'eror which 
establishes that the business day of that station ended at an 
earlier time, in which case the tune of mailing shall be deemed 
to be the last minute of the business dar of that station; or (2) 
an entry in ink on the Receipt for Cerllfied Mail showin, the 
time of mailing and the initials of the po1tal employee receiving 
the item and making the entry, with appropriate wntten verifica
lion of such entry from the po,t office station of mailing, in which 
case the time of mailing shall be the time sh<1wn in the entry. 
If the postmark on the original Receipt for Certified Mail does 
not show a date, the offer shall not be considered. 

9. DISCOUNTS. (a) Notwithstanding the fact that a blank is pro
vided for a ten (10) day discount, prompt payment discounts 
offered for payment within less than twenty (20) calendar days 
will not be- considered in evaluating offen for award, unless 
otherwise specified in the solicitation. However, offered dillc::ounts 
or less than 20 days will be taken if payment is made within 
the discount period, even though not considered in the evaluation 

~i~T· (b) deleted. See alteration SF 33A) 
(b) In connection with any discount offered, time will be com

puted from date of delivery of the supplies to carrier when 
delivery and acceptance are al point of origin, or from date of 
delivery at destination or port of embarkation when delivery and 

NOTE: Unless otherwise specified, this form (SF-33A) ii designated as Pages 3 and 4 of this solicitation. 
11ND-NPR0-4270/33B (12/73) 
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acceptance are at either of' those points, or lrom the date correct 
invoice o~ voucher is receiyed in the office specified by the Gov• 
~mment, 1f the latter date •• later than date of delivery. Payment 
1s deemed to be made for the purpose of earning the discount on 
the date of mailing of the Government check. 

10. AWARD OF CONTRACT. (al The contract will be awarded 
to that responsible offeror whose offer conforming to the solicita
tion will be most advantageous to the Government, price and 
other factors considered. 

(b) The Government reserves the right to reject any or all offers 
and lo waive informalities and minor irregularities in offers 
received. 

(c) The Government may accept any item or group of items 
of any offer, unless the olferor qualifies his offer by specific 
limitations. UNLESS OTHERWISE PROVIDED IN THE 
SCHEDULE, OFFERS MAY BE SUBMITTED FOR ANY 
QUANTITIES LESS THAN THOSE SPECIFIED; AND THE 
GOVERNMENT RESERVES THE RIGHT TO MAKE AN 
AWARD ON ANY ITEM FOR A QUANTITY LESS THAN 
THE QUANTITY OFFERED A'f THE UNIT PRICES 
OFFER~D UNLESS THE OFFEROR SPECIFIES OTHER
WISE IN HIS OFFER. 

{d) A written award (or Acceptance of Offer) mailed (or 
otherwise furnished) to the successful offeror within the time for 
acceptance specified in the offer shall be deemed to result in a 
binding contract without further action by either party. 

The following paragraphs (e) through (h) apply only to negoti
ated solicitations: 

(e) The Government may accept within the time specified 
therein, any offer (or part thereof, as provided in (c) above), 
whether or not there are negotiations subsequent to its receipt, 
unless the offer is withdrawn by written notice received by the 
Government prior to award. If subsequent negotiations are 
conducted, they shall not constitute a rejection or counter offer 
on the part of the Government. 

(f) The right is reserved to accept other than the lowest offer 
and to reject any or all offers. 

(g) The Government may award a contract, based on initial 
offers received, without discussion of such offers. Accordingly, 
each initial offer should be submitted on the most favorable terms 
from a price and technical standpoint which the offeror can sub
mit to the Government. 

(h) Any financial data submitted with any offer hereunder or 
any representation concerning facilities or financing will not lorm 
a part of any resulting contract; provided, however, that if the 
resulting contract contains a clause providing for price reduction 
for defective cost or pricing data, the contract price will be sub
ject to reduction if cost or pricing data furnished hereunder is 
incomplete, inaccurate, or not current. 

11. GOVERNMENT-FURNISHED PROPIRTY, No material, labor, 
or facilities will be furnished by the Government unless otherwise 
provided for in the solicitation. 

12. LABOR INFORMATION. General information regarding the 
requirements of the Walsh-Healey Public Contracts Act (41 U.S.C. 
35-45), the Contract Work Hours Standards Act (40 U.S.C. 
327-330), and the Service Contract Act of 1965 (41 U.S.C. 351-
357) may be obtained from ,he Department -0f Labor, Washing
ton, D.C. 20210, or from any regional office of that agency. 
Requests for information should include the solicitation number, 
the name and address of the issuing agency, and a description of 
the supplies or services. 

13. SILUR'S INVOICES. Invoices shall be prepared and sub
mitted in quadruplicate (one copy shall be marked "original") 
unless otherwise specified. Invoices shall contain the following 
information: Contract and order number (if any), item numbers, 
description of supplies or services, sizes,. quantities, unit prices, and 

U,S, GOV.fRIU1UiT PRINTING OFf"ICE 
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extended totals. Bill of lading number and weight of shipment 
will be shown for shipments made on Government bills of lading. 

14. SMALL BUSINESS CONCERN. A small business concern for 
the purpose of Government procurement is a concern, including 
its affiliates, which is independently owned and operated, is not 
dominant in the field of operation in which it is submitting offers 
on Government contracts, and can further qualify under the cri
teria concerning number of employees, average annual receipts, 
or other criteria, as prescribed by the Small Business Administra. 
tion. (See Code of Federal Regulations, Title 13, Part 121, as 
amended, which contains detailed industry definitions and related 
procedures.) 

1 5. CONTINGENT FIL If the offeror, by checking the appro
priate box provided therefor, has represented that he has em
ployed or retained a company or person (other than a full-time 
bona fide employee working solely for the offeror) to solicit or 
secure this contract, or that he has paid or agreed to pay any 
fee, commission, percentage, or brokerage fee to any company or 
person contingent upon or resultiqg from the award of this con
tract, he shall furnish, in duplicate, a complete Standard Form 
I 19, Contractor's Statement of Contingent or Other Fees. If 
offeror has previously furnished a completed Su.ndard Form 119 
to the office issuing this solicitation, he may accompany his offer 
with a sif$ned statement (a) indicating when such completed form 
was previously furnished, (b) identifying by number the previous 
solicitation or contract, if any, in connection with which such 
form was submitted, and (c) representing that the statement in 
such form is applicable to this offer. 

16, PARENT COMPANY. A parent company for the purpose 
of this offer is a company which either owns or controls the ac
tivities and basic business policies of the offeror. To own another 
company means the parent company must own at least a majoriJy 
(more than 50 percent) of the voting rights in that company. To 
control another company, such ownership is not required; if another 
company is able to formulate, determine, or veto basic business 
poli..:y decisions of the offeror, such other company is considered 
the parent company of the offeror. This control may be exer. 
cised through the ,use of dominant minority voting rights, use of 
proxy voting, contractual arrangements, or otherwise. 

17. EMPLOYER'S IDENTIFICATION NUMBER. (Applicable only 
to advertised solicitations.) The offeror shall insert m the appli
cable space on the offer form, if he has no parent company, his 
own Employer's Identification Number (E.I. No.) (Federal Social 
Security Number used on Employer's Q.uarterly Federal Tax 
Return, U.S. Treasury Department Form 94:1 ), or, if he has a 
parent company, the Employer's Identification Number of his 
parent company. 

18. CERTIFICATION OF INDEPENDENT PAICE DnERMINATION. 
(a) This certification on the offer form is not applicable to a for
eign offeror submitting an offer for a contract which requires 
performance or delivery outside the United States, its possessions, 
and Puerto Rico. 

(b) An offer will not be considered for award where (a)( I), 
(a)(3), or (b) of the certification has been deleted or modified. 
Where (a)(2) of the certification has been deleted or modified, 
the offer will not be considered for award unless the offeror 
furnishes with the offer a signed statement which sets forth in 
detail the circumstances of the disclosure and the head of the 
agency, or his designee, determines that such disclosure was not 
made for the purpose of restricting competition. 

19. ORDER Of PRECEDENCE. In the evc;nt of an inconsistency 
between provisions of this solicitation, the inconsistency shall be 
resolved by giving precedence in the followin~ order: (a) the 
Schedule; (b) Solicitation Instructions and Conditions; (c) General 
Provisions; (d) other provisions of the contract, whether incorpo
rated by reference or otherwise; and (e) the specifications. 

c:48-16-81037-1 401-234 
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MANAGEMENT CONTROL SYSTEMS SUMMARY LIST (1969 OCT) 

Note the attachment to this solicitation of DD Form 1660, 
Management Control Systems Summary List, and the contract 
clause entitled "Management Control Systems Requirements." 

PRE-AWARD ON SITE EQUAL OPPORTUNITY COMPLIANCE REVIEW 
(1970 AUG) 

In accordance with regulations of theOffice of Federal 
Contract Compliance, 41 CFR 60.1, effective 1 July 1968, 
an award in the amount of $1,000,000 or more will not be 
made under this solicitation unless the bidder and each of 
his known first-tier subcontractors (to whom he intends to 
award a subcontract of $1,000,000 or more) are found, on 
the basis of a compliance review, to be able to comply with 
the provisions of the Equal Opportunity clause of this 
solicitation. 

SECTION D - EVALUATION & AWARD FACTORS: Not Applicable. 

PART II - THE SCHEDULE 

SECTION E - SUPPLIES/SERVICES & PRICES 

ITEM 
NO. DESCRIPTION QUANTITY UNIT PRICE AMOUNT 

0001 
0002 

Fluid Dispensing Units 
Data in accordance with DD 
Form 1423, Exhibit A. 
(1 lot@$ ____ ) 

4 

1 

ea. $ ---

lot *NSP 

*NSP - Not Separately Priced. Inciude in price of 
Item 0001. 

FOR NAVY USE ONLY: ACR: sl applies. 

SECTION F - DESCRIPTION/SPECIFICATIONS 

1. SCOPE - This purchase description covers the minimum 
requirements for the design and manufacture of a Fluid 
Servicing Unit. 

79 
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2. FUNCTION - The equipment specified herein will be 
used to transfer fluid from its original container to the 
system it is intended to serve without degrading the 
quality of fluid. 

3. MINIMUM ESSENTIAL REQUIREMENTS 

3.1 Construction - The fluid servicing unit shall with
stand the strains, jars, vibrations and other conditions 
incident to shipping and service. 

3.2 Maintainability - The fluid servicing unit shall be 
designed and constructed to provide the minimum number of 
parts consistent with the reliability and performance 
specified herein. Parts and components shall be located 
or positioned for rapid and simple inspection, maintenance 
and service. Components shall be located or positioned 
to permit maintenance with general purpose tools and 
equipment normally available. 

3.3 General Description - The fluid servicing unit shall 
be a manually operated towable, 55 gallon drum handling 
and fluid dispensing unit. It shall be designed to 
straddle a 55 gallon fluid drum, grip, lift and rotate 
the drum to horizontal position for high speed 20 MPH 
towing or to the inverted position for low speed 10 MPH 
towing and dispensing fluid. Positive locks shall be 
provided to lock the drum in the vertical or horizontal 
position during storage or use. 

3.3.l Fluid Connections - A swivel fitting with supply 
and vent hoses attached shall be provided for installa
tion into the drum threaded receptacle. A check val~e, 
two (2) filters and a dehydration chamber shall be pro
vided to clean and control vent air into the inverted 
drum when fluid is being pumped. 

3.4 Construction - The frame of the unit shall be o~ 
welded construction of sufficient strength to lift and 
transport a 55 gallon drum of fluid. The main wheels 
shall be mounted to the frame. A front wheel assembly 
shall be mounted on a swivel fork with a towbar attached. 

3.5.1 Drum Lifting System - The drum lifting system 
shall consist of a hand operated pump, two (2) single 
acting tandem actuators and associated valves and 
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plumbing. The drum lifting system shall be a self
contained type with its own fluid supply and reservoir. 

3.5 Fluid Dispensing System - The fluid dispensing system 
shall consist of the pump, filters, delivery hose and 
necessary valves and plumbing. 

3.5.l Pump - A pneumatic pump shall be furnished. 

3.5.2 Filters - One three (3) micron absolute throw-away 
type filter shall be installed on the suction side of the 
pump. One three (3) micron absolute throw-away type filter 
shall be installed on the pressure side of the pump. 

4. Material - See NWC specification DE-5678-00F for types 
of fluids to be handled, environmental conditions for use, 
and for permissable materials and finishes which may be 
utilized in construction. 

SECTION G - PRESERVATION/PACKING/PACKAGING 

PREPARATION FOR DELIVERY: 

The material described herein is for domestic use and shall 
be packed to provide physical and mechanical protection 
during shipment to the first receiving activity. Containers 
and methods of internal blocking, bracing, and cushioning 
shall conform to the Uniform Freight Classification Rules 
and Regulations and/or National Motor Freight Classifica
tion or other carrier regulations as applicable to the mode 
of transportation and to permit acceptance by the carrier 
at the lowest rate. 

NOTE: Shredded paper shall not be used as packing material. 

SHIP TO/MARK FOR: 
Receiving Officer 
Naval Air Station 
North Island 
San Diego, CA., 92135 
ACR:S1 

SECTION H - DELIVERY OR PERFORMANCE 
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TIME OF DELIVERY 

The Government DESIRES that delivery be made in the 
quantities and within the number of days after date of 
contract stated below: 

ITEM QUANTITY 

0001 4 ea. 

DELIVERY DESIRED 
(No. of days after 
effective date of 
contract) 
30 days 

If the bidder is unable to meet the desired delivery 
schedule, it may, without prejudice in the evaluation of 
its bid, offer an alternate time for delivery for each 
item bid in the space provided below, entitled "Bidder's 

1 Proposed Delivery Schedule," provided that any bid of
fering delivery beyond the maximum acceptable time set 
forth below shall be considered nonresponsive to the 
Invitation and will be rejected. 

Item 

0001 

Maximum Acceptable Delivery Schedule 

Quantity 

4 ea. 

Delivery Required 
(No. of days after 
effective date of 
contract) 
90 days 

Any bid offering an indefinite time for delivery or 
offering delivery contingent upon the availability or 
receipt of material shall be rejected. Unless the bidder 
offers a different delivery schedule, the Government•~ 
DESIRED delivery schedule stated above will apply. 

Bidder's Proposed Delivery Schedule 

The articles to be furnished shall be delivered in the 
quantities and within the number of days after date of 
contract stated below: 

Item Quantity 
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Attention is directed to paragraph lO(d) of the Solicita
tion Instructions, and Conditions, which provides that a 
written award mailed or otherwise furnished to the suc
cessful bidder results in a binding contract. Any award 
hereunder, or a preliminary notice thereof, will be mailed 
or otherwise furnished to the bidder the day the award is 
dated. Therefore, in computing the time available for 
performance, the bidder should take into consideration 
the time required for the notice of award to arrive 
through the ordinary mails. However, a bid offering 
deliveri based on date of receipt by the contractor of the 
contract or notice of award (rather than the contract date~ 
will be evaluated by adding the maximum number of days 
normally required for delivery of the award through the 
ordinary mails. If, as computed, the delivery date offered 
is later than the delivery date required in the invitation, 
the bid will be considered nonresponsive and rejected. 
(AUG 67) 

PLACE OF DELIVERY: DESTINATION 

(a) The articles to be furnished hereunder shall be 
delivered all transportation charges paid by the supplier 
to DESTINATION. To insure delivery at destination free ~f 
expense to the Government, the Contractor will annotate 
bills of lading "Delivery when shipments are within the 
purview of delivery provisions of carriers' tariff." 
When carriers assess an additional charge for this service, 
these charges shall be prepaid by the Contractor. When 
delivery service is not available under the provisions of 
carriers' tariffs, delivery of less than load quantities 
at destination carrier's freight terminal will suffice. 

(b) Bids submitted on a basis other than f.o.b. destina
tion will be rejected as nonresponsive. 

SECTION I - INSPECTION AND ACCEPTANCE 

INSPECTION AND ACCEPTANCE INFORMATION TO BE FURNISHED BY 
OFFEROR 

(a) Inspection and acceptance of the supplies or services 
to be furnished hereunder shall be made at destination by 
the receiving activity. 
(b) The offeror shall furnish the following information: 
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/(1) Are the supplies to be furnished from stock? -From Government surplus material? ---------
(2) Labor surplus area concern: Yes No 

(c) Address and from whom material will be shipped to 
destination as indicated herein 

(d) Offerer should indicate in the proposal the address to 
which payment should be mailed, if such address is dif
ferent from that shown for the offerer: 

SECTION J - SPECIAL PROVISIONS 

NOTICE OF CONSTRUCTIVE CHANGES 

No order, statement or direction of the contracting 
officer, the authorized representative of the contracting 
officer whether or not acting within the limits of his 
authority, or any other representative of the Government, 
shall constitute a change under the "Changes" clause o:f 
this contract or entitle the contractor to an equitable 
adjustment of the contract price or delivery schedule, J 
unless such change is issued in writing and signed by the 
contracting officer. No representative of the contracting 
officer (either PCO or ACO) shall be authorized to issue a 
written change order under the "Changes" clause of this 
contract. The contractor shall be under no obligation to 
comply with any orders or directions not issued in writing 
and signed by the contracting officer. 

SECURITY WARNING 

This contract, or job orders hereunder, may contain, or in 
the performance thereof may involve access to, information 
affecting the national defense of the United States within 
the meaning of the Espionage Laws, Title 18 U.S.C., 
Sections 793 and 794. The transmission or the revelation 
of the classified contents, or of the classified matter 
to which access may be had, in any manner to an unau
thorized person is prohibited by law. 
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NOTICE OF PROGRAM FURTHER PROVIDING FOR THE STABILIZATION 
OF THE ECONOMY 

Offerors are advised that prices are expected to be in 
compliance with the General Price Standard of the Cost of 
Living Council as set forth in Section 130.13 of Title 6, 
Code of Federal Regulations. 

EQUAL OPPORTUNITY PRE-AWARD CLEARANCE OF SUBCONTRACTS 
(1971 OCT) 

Notwithstanding the clause of this contract entitled 
"Subcontracts," the Contractor shall not enter into a 
first-tier subcontract for an estimated or actual amount 
of $1,000,000.00 or more without obtaining in writing 
from the Contracting Officer a clearance that the proposed 
subcontractor is in compliance with equal opportunity re
quirements and therefore is eligible for award. 

SECTION K - CONTRACT ADMINISTRATION DATA 

ACCOUNTING AND APPROPRIATION DATA 

Sl: 1741586.4704 000 14236 0000246 2D 065888 
0631064BH226 

PART III 

SECTION L - GENERAL PROVISIONS 

The following clauses are hereby incorporated in this 
contract by reference with the same force and effect as 
if set forth herein in full. All references are to the 
edition of ASPR of 1 July 1974. 

NOTE: The complete test of any clause below may be ob
tained upon request to the office issuing this solicita
tion, Attention: Code AD, telephone (213) 547-6263. Each 
such request should provide the complete ASPR reference 
as shown below to ensure timely compliance with the 
request. 

TITLE AND DATE 
Definitions (1962 FEB) 
Assignment of Claims (1962 FEB) 
Disputes (1958 JAN) 
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7-103.1 
7-103.8 
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Contract Work Hours and Safety 
Standards Act - Overtime Compen
sation (1971 NOV) 

Walsh-Healey Public Contracts 
Act (1958 JAN) 

Equal Opportunity (1972 AUG) 
Officials Not To Benefit 

(1949 JUL) 
Covenant Against Contingent 

Fees ( 19 5 8 JAN) 
Authorization and Consent 

(1964 MAR) 
Listing of Employment Openings 

(1973 SEP) 
Buy American Act (1964 MAY) 
Examination of Records by 

Comptroller General (1971 MAR) 
Gratuities (1952 MAR) 
Convict Labor (1974 APR) 
Priorities, Allocations, and 

Allotments (1974 APR) 
Interest (1972 MAY) 
New Material (1965 JAN) 
Government Surplus (1965 JAN) 
Payment of Interest on 

Contractor's Claims (1972 MAY) 
Utilization of Small Business 

Concerns (1958 JAN) 
Utilization of Labor Surplus Area 

Concerns (1970 JUN) 
Utilization of Minority Business 

Enterprises (1971 NOV) 
Renegotiation (1959 OCT) 
Ch an g es ( 19 5 8 JAN) 
Variation in Quantity (1949 JUL) 
Inspection (1958 MAY) 
Additional Bond Security 

(1949 JUL) 
Discounts (1968 JUN) 
Extras (1949 JUL) 
Payments (1958 JAN) 
Default (1969 AUG) 
Pricing of Adjustments (1970 JUL) 
Subcontracts (1972 APR) 
Title and Risk of Loss (1968 JUN) 
Government Delay of Work (1968 SEP) 
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7-103.16 

7-103.17 
7-103.18(a) 

7-103.19 

7-103.20 

7-103.22 

7-103.27 
7-104.3 

7-104.15 
7-104.16 
7-104.17 

7-104.18 
7-104.39 
7-104.48 
7-104.49 

7-104.82 

7-104.14(a) 

7-104.20(a) 

7-104.36(a) 
7-103.13(a) 
7-103.2 
7-103.4(a) 
7-103.S(a) 

7-103.9 
7-103.14 
7-103.3 
7-103.7 
7-103.11 
7-103.26 
7-104.23 
7-103.6 
7-104.77(£) 
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(1973 NOV)* 7-104.37(115) 
Required Source for Miniature and 

Instrument Ball Bearings (1971 JUL) 7-104.38 
Required Sources for Precision 

Components for Mechanical Time 
Devices (1971 AUG) 7-104.46 

Material Inspection and Receiving 
Report (1969 DEC) 7-104.62 

Federal, State, and Local Taxes 
(1971 NOV) 7-103.lO(a) 

Termination for Convenience of the 
Government (1973 ASPR) 7-103.21(b) 

Value Engineering Incentive 
(1971 MAY) 1-1707.l(a) 

paragraph (d) as at ASPR 1-1707. 2 (a), and the Government's 
share in paragraph (d) being 50%; the contractor's share 
in paragraph (£)(2) being 50% paragraph (d) of the clause 
being deemed modified pursuant to ASPR 1-1708(b) 
(Instant Contract Only sharing provision) 
Small Business Subcontracting 

Program (1965 JUN) 7-104.14(b) 
Labor Surplus Area Subcontracting 

Program (1970 JUN) 7-104.20(b) 
Minority Business Enterprises 

Subcontracting Program (1971 NOV) 7-104.36(b) 
Management Systems Requirements 

(1971 NOV) 7-104.50 
Audit by Department of Defense 

(1971 APR) 7-104.41 
Cost Accounting Standards 

(1974 JAN)* 7-104.83(119) 
F.O.B. Destination (1969 APR) 7-104.71 
Diversion of Shipment Under F.0.B. 

Destination Contracts (1971 NOV) 7-104.75 

PART IV - LIST OF DOCUMENTS AND ATTACHMENTS 

SECTION M - LIST OF DOCUMENTS AND ATTACHMENTS 

Exhibit "A" - DD 1423, Contract Data Requirements List. 

87 



CX> 
CX> 

CONTRACT DATA REQUIREMENTS UST '75 B0055 ATOi MR TO EXHIBIT ___ SYSTEM/ITEM 

CATEGORY Technical Data 
TO COHTRACT/PR CONTRACTOR 

1. r Tl TL a OR O<$CRIPTIOM OF OAT A .. 1.2· !3· "· -SEQUENCE: - TECMHICAL 
FREQUENCY O,._TE OF 

•uMOE• ,. susTITL< Fluid Servicing Unit OFFICE. ltT Sul&MISS~ON 
DISTRIBUTION' ANO 

.!, r ,. fJif,' "· !J. (Addn1n,'1t: - Rt:gur•r Coplt:1t) 

loUT HOFUTY (l>.tfl lt•m N~t) CONTR/IICT Ft(FERE~CIE 00250 INP1,,1 
AS OF DATE 

OATE'. OF SUBSEQUENT 
REQ O(~f< ?:.\JBWEVEMT 10 

!: r "'NARF NOR 8· ~- ''Naval Air R, work Facilit .. Technical Data Code 612 0-Time See 16 Naval Air S ation ·--!, 1· 
,. 1~ 1·· "· __Nruj;JLJJ;1,,n, ~-

San Die20. 1 A ---~-
16. REMAfltK5 I 

Three copies of all drawings, manuals and instructions required to 
install, operate, maintain, and repair the equipment shall be furnished ---~-----.. 

!!· --· 
with each unit. TOTAi. 

!: ,~ .. ,o . ~- , .. 
.. .. 

1 •· 
1. 

r- r-
"· !!· 

145. P'£MAFU($ 

--~-
!~ 
TOTAL 

!: I~ .. ~· ~- .. 
,. 

!, ,~ ,. ,~ , .. "· ~. 

1fL. Ft£!11ARK$ 

'.!-
TOTAi. 

!: r~ .. !!· !!· , .. 
!!: IL ,. 

,!· 1· 
"· !.!· 

19. REMiAfUC:S 

!!· 
TOTAL 

fll'ft&PAIIIIIO •v IOATll I APPROVl!O &V :uAT£ 

6/8/74 

DD.~:i:.1423 SIN 0102-014-1503 fll!fl't,.,U:;l[S IEDtTtON 01' 1 APR U, w..-CH 1111 09SOL.£TC. EXHIBIT "A" PACI!_!_ 0,.1 _ PAGH 

I?. ... 
EVENTf'CEI CONITF\A.CTOR FILE/ 

f-ll.Uot8ER OOCVi4tNT J•11!J"'8EA 

, .. ... 
$08 APPROVA\.. ESYIMATEO NUMSER 
/FORM NUMBER OF PAGES 

, .. "· ~-
P'RICE &ROUP 

'n"" '!!-
ESTIMATEO 

TOTAL PRICE 

a,. 

'"· I;;; 

... I!!· 

~-

"· "· 

, •. ... 
"· 20. ,,. 

~~ 

22. :!!-

,. 

... 21 • ~-
u. 

~ "· I 
'"ti 

-... --- .... -, ll> 
001 
(D 

N , .. I ... r· ~ -

I 
.... 
0 .... ... 
N .... 

CO..-TAA:CT VALUE 

PLATE NO. 22857 ( FRONT) 



CHAPTER V 

PRICING 

A. COST PRINCIPLES 

1. Cost principles are guides to action - guides which permit 
the exercise of judgement on a great many matters. The cost principles 
in ASPR XV and FPR 15 provide an orderly framework within which the 
judgements of allocation of costs, distribution, and evaluation of costs 
can be exercised. Broadly speaking, the principles in Sections XV of 
the regulations define "reasonableness" and "allocability" and describe 
the application of the principles to selected items of costs which are 
termed "allowable" or "unallowable". 

2. The Sections of the ASPR and PPR dealing with cost principles 
will not be applied to the majority of awards - the Contract Cost Prin
ciples and Procedures are not applied to competitive contracts where 
award is based on price - the principles are applied to contracts 
negotiated on the basis of cost, when cost analysis is performed 
(ASPR 3-807.2), when there is a determination of reimbursable costs 
under cost type contracts, and for the negotiation of overhead rates. 

3. In competitive contracts under IFB procedures, price is considered 
to be controlled by competition. The market place provides a discipline 
for the application of pricing principles, and costs may not be the 
controlling factor in establishing a competitive price. 

The objectives of both the Government contracting officer and the 
business firm under RFP procedures should be to negotiate fair and 
reasonable prices after giving consideration to all relevant factors. 

4. The cost principles in Section XV cover 48 selected cost 
subjects, their definition, and guidelines for allocation, and de
teminations of allowability or unallowability. The cost subjects 
include: 

-Advertising Costs 
-Bad Debts \ 
-Bid and Proposal Costs 
-Bonding Costs 
-Salaries and Wages, Bonuses ~nd Incentive Compensation 
-Contingencies 
-Contributions, Donations 
-Depreciation 
-Insurance 

\ 
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-Interest 
-Maintenance and Repair Costs 
-Rental and Leasing Costs 
-Independent Research and Development Costs 
-Selling Costs 
-Taxes 
-Trade and Professional Activity Costs 
-Travel Costs 

The cost principles are firm as applied to cost reimbursement type 
contracts. For example, the principle applied to interest is quoted 
as follows: 

"15-205.17 Interest and Other Financial Costs. Interest on 
borrowings (however represented), bond discounts, costs of 
financing and refinancing operations, legal and professional 
fees paid in connection with the preparation of prospectuses, 
costs of preparation and issuance of stock rights, and costs 
related thereto, are unal lowable ... " 

5. The principles also serve as guidelines. One of the guidelines 
within which judgement must be applied is the application of the defini
tion for direct costs and indirect costs. Although classifications 
of direct cost and groupings of indirect cost may be applied consistent
ly within a particular contract, and among contracts within the same 
period of time, there is no consistent pattern among contractors. This 
inconsistency was one of the reasons for some Congressional demand for 
cost standards - another reason was the demand for disclosure of 
"standards" and practices used by individual contractors. 

There are many more misunderstandings concerning the term "cost 
standards" or the term "uniform cost standards" than there are con
cerning cost principles. "Cost Accounting Standards" are issued by the 
Cost Accounting Standards Board pursuant to Public Law 91-379, dated 
August 15, 1970. 

Most contractors are exempt from the standards, rules, and regula
tions of the Public Law and do not need to file the Disclosure State
ment described in ASPR 3-1203 or be concerned with the contract clause 
referenced in ASPR 7-104.83. Contracts awarded pursuant to small 
business set-aside procedures or Section 8(a) awards do not have the 
clause applied. The subject of the Standards has been mentioned here 
only to acquaint the small minority-owned firm with the language and 
term. 

6. It is _important to understand that the cost principles, es
pecially those dealing with unallowable costs or those used as guide
lines in negotiating certain fixed price contracts, have not been 
developed without consideration of public policy. Thus, statutes and 
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actually public policy (public concern) are the basis for the explana
tion of the contract cost principles. 

B. ESTIMATING 

1. Estimating is equally important to develop a cost which will 
be competitive and at the same time reflect the costs to be incurred~ 
Overestimating may result in failure to achieve the award - under
estimating will result in either reduced profit or a loss. Also, in 
the contracting process in certain negotiated contracts, the estimate 
will be the baseline for audit and evaluation of the firm's proposal 
and the subsequent negotiation. 

Theoretically, an estimate prepared by a contractor or by a 
Government estimator based on the same data should result in a cost 
figure within the same range. Also, the estimated cost of per
formance should be the same for any type of contract - only the price 
should vary because of contract type. 

2. An estimate is a projection of costs to be incurred from the 
plateau of the most current cost experience or from a comparison 
with the closest similar experience. 

The depth of estimating required will depend on the value and 
complexity of the proposed procurement. The basic steps required in 
performance of cost estimating are: 

-Defining the estimating task and planning for the 
estimating procedures. 

-Selecting the estimating structure for evaluating cost 
data (information). 

-Collecting the necessary cost information and relating the 
data to technical and manufacturing requirements. 

-Documenting the estimate, and then applying confidence 
factors to the result. Use judgement in choosing a 
confidence factor, but have an informed basis for the 
judgement. 

In performing the estimating function, the application of pre
cise procedures does not lessen the need for the use of good judge
ment. 

3. Many techniques or tools are used to assist in the develop-
ment of proposals. Some techniques are: 

-Use of learning curves 
-Use of cost indices 
-Use of estimating relationships 
-Statistical, industrial engineering, or economic techniques. 
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The accuracy, completeness, and credibility of the estimate depends 
in a large part upon the estimator being involved at the outset on any 
project and being informed of all pertinent changes. 

The relationship of the schedule to the estimate is equally as 
important as any single factor. Major program milestones, manufacturing 
plans, production plans, and lead time for materials, subassemblies, 
and components must be identified and considered. 

4. Learning curves are important in development of an estimate 
only if the base line can be estimated with any reasonable accuracy 
and if learning has previously been accomplished and if future learning 
will have an effect on productivity. 

The use of learning curves assists in determining cost-quantity 
relationships. Learning curves are not a tool adaptable to all situa
tions. The apparent benefits due to learning may be misleading and 
actually caused by extraneous influences. For example, bookkeeping 
adjustments rather than increased efficiency reflected in source data 
may suggest cost. reductions or performance improvements that may not, 
in fact, have occurred. 

For the beginner, the concept of improvement or learning means that 
in most production processes, the per-unit costs of production decline 
with experience. In other words, the fiftieth unit costs less than 
the tenth, and the hundredth costs less than the fiftieth, and learning 
continues to decrease labor time; however, the labor time begins to 
assure a flatter slope on the curve as the quantity increases. The 
concept was first widely applied to direct labor in the airframe in
dustry, but has since been applied to most production processes. 

It is common practice to refer to a learning curve as having a 
rate of improvement of 70 percent, or 80 percent, or 83 percent, or 
90%. The rate is a curvilinear trend if plotted on arithmetic graph 
paper, but it is popularly depicted as a linear trend and generally 
plotted as a linear trend on logarithmic graph paper (log-log paper). 

The learning curve theory is that the improvement rate is a con
stant percentage when measured over doubled quantities. For example, 
if on an 80 percent rate, unit 200 required 1000 hours, then on unit 
400 there should be 800 hours, and unit 800 ,should require 80 percent 
of the 800 hours used for the 400th unit,· or\640 hours, and so on. 

Estimators in a firm of any size should recognize that the learning 
curve is only one tool in pricing. The estimator must learn to use 
the tool and respect its limitations - the learriing curve can be misused 
and abused. To be completely qualified in its use, the estimator should 
know accounting methods and manufacturing processes and be acquainted 
with industrial engineering. There has been a considerable amount of 
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material written about the learning curve, and special training 
programs for its use are given quite frequently. Additional ma
terial is available to the small minority-owned firm concerning the 
learning curve (and other pricing techniques) in the Armed Services 
Procurement Regulation Manual for Contract Pricing (ASPM No. 1), 
issued February 14, 1969 by the Government Printing Office. A new, 
updated Pricing Manual is in process by DOD. 

S. There are many estimating procedures within the three basic 
procedures of "rough order of magnitude estimating," "comparison 
estimating," and "detailed cost estimating." In the first method, 
standard costs are accumulated and burdens are applied. In the 
second method, known costs of like or similar parts and processes are 
adjusted as necessary for a new task. The third method requires a 
detailed analysis of all components, processes, assemblies and 
burdens, and also involves tests with applications of the two prior 
methods. 

Larger firms and project estimators on major programs also use 
techniques known as parametric estimating, and estimating built upon 
a work breakdown structure (WBS). Both techniques are appropriate for 
major systems and are briefly mentioned here only to acquaint the 
newer firms with the terms and the language. 

In parametric estimating, the first step is to identify those key 
~arameters which contribute to the cost, and these parameters also 
contribute to the value of the overall mission accomplishment. Para
metric estimating is the development of cost-performance relationships. 
It is an iterative process where key parameters are identified, 
ordered or ranked, and weighted in accordance with their contribution 
to total cost. Thus, speed, weight, attitude, thrust, payload, and 
range would be key parameters which could be costed and assigned a 
value to the program as compared with alternative or similar, known 
systems. 

If work breakdown structures are used,the major element level of 
the WBS will be the minimum level of detail to which an estimate will 
be prepared for a conceptual study, and for ongoing systems, estimates 
are prepared to the level of contract end items or high dollar value 
items in a major subsystem. It is advantageous to use WBS for 
estimating because the reporting levels of the WBS after contract 
award will remain fixed and will represent the way cost accounts are 
aggregated and work packages are defined for planning and control of 
cost and schedule. 

Although it is recognized that the structure level at which 
costs are estimated will vary with each major task, it is essential 
that all costs applicable to performance and support be included. 
These, if identified and limited, may be included as assumptions or 
contingencies, but all costs must be included for a completed estimate. 
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6. Detailed cost estimating is the safest method of estimating 
for the small minority-owned firm. This method permits the firm to 
study make-or-buy issues which may be important in order to be compe
titive in price or technical areas. Detailed estimating will cover re
quirements for material, components, subcontracts, labor! and addition
al capital items. The application of labor rates and overhead rates 
and General & Administrative expenses to the direct costs will pro
duce the amount of cost for the items, leaving only the management 
decision for applying a profit rate and developing the price. 

On most procurements, it should be relatively easy to price the 
bill of material; however, the factor for scrap or rework should be 
reviewed carefully in order to maintain a level of competitiveness. Also, 
the source and date of all quotations for material items should be 
carefully reviewed. It is as important for the firm's suppliers to be 
competitive as it is for the firm to be competitive. 

In developing labor estimates, the number of hours should be based 
on proper planning. Even if the estimate is for a follow-on produc
tion run, the planning should be reviewed. It must be understood that 
there are various patterns in the incidence of use of various types of 
labor between the start of manufacturing and assembly for the pro
duction and the completion of the production runs. Production runs 
should be based on the most economical production quantities - some 
parts or subassemblies may be completed in one run. Also, labor esti
mates may be based on standards, or time and motion studies, or planned 
improvements over the actuals on prior production lots. 

7. It is well to remember that an estimate should not be a guess
timate. A firm relying on guesstimates is more likely to be in the 
annual list of business failures reported than in the listing of con
tractors receiving excess profits. 

C. GOVERNMENT COST OR PRICE ANALYSIS 

1. In the estimating process for negotiated contracts which will 
be awarded on a basis other than price, the estimate will be summarized 
on a DD Form 633 for certain defense procurements exceeding $100,000 and 
the estimate will be supported by cost or pricing data describing the 
basis for elements of cost. The DD 633 may be requested also in cer
tain procurements below $100,000 and requested for subcontracts. 

The Contract Pricing Proposal, DD Form 633, is shown on the next 
page as Figure 6. Offerors are cautioned to understand and comply 
with the "instructions to offerors" on the reverse side of the actual 
form. As. part of the information required by the form, the offeror 
must submit and clearly identify cost or pricing data (data which is 
verifiable and factual) used in preparing the estimate. By submission 
of the form, if selected for negotiation, the firm grants the Govern
ment the right to examine the books, records, documentation and other 
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FIGURE 6 
nn FORM fi'U: Contract Pricing Proposal 
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supporting data used in developing the estimate. 

Prior to award of certain contracts exceeding $100,000, and as 
soon as possible after agreement is reached, the firm must sign a 
"Certificate of Current Cost or Pricing Data". The certificate that 
the data (defined in ASPR 3-807.3(h))are accurate, complete, and 
current will be reinforced by a contract clause (ASPR 3-807.5), 
Defective Cost or Pricing Data, stating that the Government is en
titled to an adjustment of the negotiated price if the cost support
ing data is not accurate and the latest reasonably available. The 
certificate is quoted as follows: 

"CERTIFICATE OF CURRENT COST OR PRICING DATA 

This is to certify that, to the best of my knowledge and 
belief, cost or pricing data as defined in ASPR 
3-807.3(h) submitted, either actually or by specific 
identification in writing (see ASPR 3-807.3(i)), to the 
Contracting Officer or his representative in support of 
................. are accurate, complete, and current as 
of (day) (month) (year) . . . . . • . . . . . .... 

Firm ................ . 
Name .........•....... 
Tit le ............... . 

Date of Execution " 
The requirement for the supporting data, the certificate, and 

the rights when defective data has been submitted extends also to 
certain noncompetitive subcontracts of $100,000 or more. 

2. The requirement for the Government to conduct cost or price 
analysis is to assure that procurements without adequate price 
competition are determined to be fair and reasonable in price. 

Some form of price or cost analysis is required in connection 
with every negotiated procurement action, and the analyses should 
be performed also for significant subcontract costs. 

a. Price analysis is the process within the Government of 
examining and evaluating a prospective price without evaluation of 
separate cost elements. Price analysis may include the following: 

-The comparison of the price quotations submitted; 
-The comparison of prior quotations and contract prices with 
current quotations for the same or similar end items (to 
provide a suitable basis for comparison, appropriate 
allowances must be made for differences in such factors 
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as specifications, quantities ordered, time for delivery, 
Government-furnished materials, and experienced trends 
of improvement in production efficiency; it must also be 
recognized that such comparison may not detect an unreasonable 
current quotation unless the reasonableness of the prior 
prices was established and unless changes in the general 
level of business and prices have been considered); 

-The use of rough yardsticks (such as dollars per pound, per 
horsepower, or other units) to point up apparent gross 
inconsistencies which should be subjected to greater pricing 
inquiry; 

-The comparison of prices set forth in published price lists 
issued on a competitive basis, published market prices of 
commodities and similar indicia, together with discount or 
rebate arrangements; and 

-The comparison of proposed prices with estimates of cost 
independently developed by personnel within the purchasing 
activity. 

b. Cost analysis is the review and evaluation of cost or 
pricing data and the analyses of the judgemental factors applied in 
projection of costs. Cost analysis also includes appropriate audit 
verification that the contractor's cost submissions are in accordance 
with the Section XV Contract Cost Principles previously described in 
Section A of this Chapter of the Manual. 

Cost analysis will determine the effect on prices of such 
factors as: 

-The necessity for certain costs, 
-The reasonableness of amounts estimated for the necessary 
costs, allowances for contingencies, 

-The basis used for allocation of overhead costs; and 
-The appropriateness of allocations of particular overhead 
costs to the proposed contract. 

Where data is available, evaluations include comparisons of 
an offerer's current proposal with the following: 

-Actual costs previously incurred by the contractor or 
offerer; 

-The last prior cost estimate for the same or similar item or 
a series of prior estimates; 

-Current cost estimates from other possible sources; 
-Prior estimates or historical costs of other contractors 
~anufacturing the same or similar items. 

3. Cost or Pricing Data is required by Public Law 87-653, 
commonly called the "Truth in Negotiations Act". It was directed 
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toward military procurements but has been applied to civilian agencies 
procurements by FPR 1-3.807. The implementation of the law in ASPR is 
found in ASPR 3-807.3, part of which is quoted as follows: 

"3-807.3 Cost or Pricing Data. 

(a) The contracting officer shall require the contractor to submit, 
either actually or by specific identification in writing, cost or 
pricing data in accordance with 16-206 and to certify, by use of the 
certificate set forth in 3-807.4, that, to the best of his knowledge 
and belief, the cost or pricing data he submitted was accurate, com
plete, and current prior to: 

(i) The award of any negotiated contract (other than a letter 
contract) expected to exceed $100,000 in amount; 

(ii) The pricing of any modification to any formally advertised 
or negotiated contract, whether or not cost or pricing data was 
required in connection with the initial pricing of the contract, 
when the modification involves aggregate increases and/or decreases 
in costs plus applicable profits expected to exceed $100,000. (For 
example, the requirement applies to a $30,000 modification resulting 
from a reduction of $70,000 and an increase of $40,000, or as another 
example, when the modification results in no change in contract 
price because there is an increase of $200.000 and a reduction of 
$200,000. However, this requirement shall not apply when unrelated 
and separately priced changes for which cost or pricing data would 
not be required are included in the same modification for adminis
trative convenience.); 
(iii) The award of any negotiated contract not expected to exceed 

$100,000 in amount or any contract modification not expected to 
exceed $100,000 in amount to any formally advertised or negotiated 
contract whether or not cost or pricing data was required in con
nection with the initial pricing of the contract, provided the con
tracting officer considers that the circumstances warrant such action 
in accordance with (f) and (g) below; 
unless the price negotiated is based on adequate price competition, 
established catalog or market prices of commercial items sold in 
substantial quantities to the general public, or prices set by law 
or regulation. The requirements under (i) and (ii) above may be 
waived in exceptional cases where the Secretary (or, in the case of 
a contract with a foreign government or agency thereof, the Head 
of a Procuring Activity) authorizes such waiver and states in 
writing his reasons for such determination. Whenever a Certificate 
of Current Cost or Pricing Data is required, the applicable clause 
in 7-104.29 shall be included in the contract. 
(b)(l) In addition, any contractor who is required to submit and 
certify cost or pricing data in accordance with (a) above shall be 
required with his own submission to submit, or procure the sub
mission of, accurate, complete and current cost or pricing data, 
in accordance with 16-206, from his prospective subcontractors 
in support of each subcontract cost estimate included in the con
tractor's submission whenever the contracting officer considers 
such subcontractor data necessary for good pricing of the prime 
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contract, or, in any event, whenever such subcontractor cost 
estimate is either (i) $1,000,000 or more, or (ii) both more 
than $100,000 and more than 10 percent of the prime con
tractor's proposed contract price; unless the contractor in 
his submission demonstrates to the satisfaction of the 
contracting officer that a prospective subcontract will be 
based on adequate price competition, or that a prospective 
subcontract estimate is based on an established catalog or 
market price of a commercial item sold in substantial 
quantities to the general public, or a price set by law or 
regulation ... 11 

4. Contracting officers are responsible for effective con
tracting, and responsible for the price negotiated for the Govern
ment. The Government contracting officer avails himself of all 
appropriate organizational tools such as the advice of specialists in 
finance, law, contract audit, packaging, engineering, traffic, and 
price analysis. The contracting officer does not transfer his 
responsibilities to members of the team - the suitability of the 
contract price to the Government always remains the responsibility 
of the contracting officer. 

The Government contracting officer may perform his own price 
analysis on smaller, less complex procurements, and by coordina
tion with audit and technical personnel may perform his own cost 
analysis on the smaller procurement actions. In other situations, 
a price analyst assigned in the contracting officer's activity or an 
analyst in a field contract administration activity may perform 
the price analysis. 

5. Audit will participate in the cost analysis of procurement 
actions exceeding $100,000 when the price is negotiated on the 
basis of cost or pricing data submitted by the contractor. ASPR 
3-801.5 covers the requirement to secure supporting information 
when it is not readily available. 

The contract auditor from the Defense Contract Audit Agency 
(DCAA) is an important member of the contracting officer's team. 
The auditor is responsible for submission of information and advice, 
based on his analysis of the contractor's books and accounting 
records or other related data, as to the acceptability of the contractor's 
incurred and estimated costs. The auditor reports any denial by 
the contractor of access to records or cost or pricing data which 
the auditor considers essential to the preparation of a satisfactory 
report. If the auditor believes that the contractor's estimating 
methods or accounting system are inadequate to produce valid support 
for the proposal or to permit satisfactory administration of the 
type of contract contemplated, he states this in the audit report 
and concurrently makes it known to the contractor so that the 
contractor may have the opportunity of presenting his views to the 
contracting officer. When the contracting officer determines that 
deficiencies in the contractor's accounting system or estimating 
methods are such that the proposed contract cannot be adequately 
priced or administered, he assures that necessary corrective action 
is initiated prior to the award of the contract. 
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The auditor is responsible for performing that part of reviews 
and cost analyses which requires access to the contractor's books 
and financial records supporting proposed cost or pricing data, re
gardless of the dollar amount involved. Only the auditor has general 
access to the books and financial records for this purpose. This 
does not preclude the contracting officer or his technical represen
tative from requesting any data from, or reviewing records of, the 
contractor (such as lists of labor operations, process sheets, etc.) 
necessary to the discharge of their responsibilities. 

6. The role of the auditor is significant in the whole pro
curement process - not confined to cost analysis and final contract 
audits. 

The largest single contract audit service is the Defense Con
tract Audit Agency (DCAA). It is separate from and organizationally 
independent of procurement and contract administration. Audit re
ports, however, by DCAA are for the most part advisory. The DCAA 
Manual states that "audit reports and other services ... as such must 
be responsive to the needs of procurement." 

The Defense Contract Audit Agency was established in July 1965. 
It performs contract audit for several civilian agencies on a cost 
reimbursement basis, but all Departments have certain types and cer
tain depths of both internal audit and operational audit. The DCAA 
also provides certain assistance to the General Accounting Office 
audit divisions on certain procurement matters. 

The audit function may be of considerable assistance to small 
firms as well as the contracting officer. An objective audit may save 
the small firm from a loss or failure by assuring that contractor 
costs proposed represent all costs required - the auditor~ special 
audits in connection with certain pre-award surveys may be a major in
strument in protecting both the interests of the contractor and the 
interests of the Government. 

D. PROFIT 

1. Profit has been overemphasized. Price has been underemphasized. 
Profit has not been defined clearly, yet over the years profit has 
received more attention than cost. 

As to a definition of profit, your definition and the definition 
by another are probably quite different. By many, profit is defined 
as an advantage, financial or otherwise. The Tax Court in 1968 de
fined profit in part as a payment to the entrepreneur for the produc
tive use of assets. This specifically referred to annual return on 
Government contracts, with strong consideration of return on invest
ment. 
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What are the limits on profits? The profit barrier, based on a 
percentage of cost has been in a range between ten and fifteen per
cent. Public opinion has been the social mechanism which has main
tained the profit boundary. When the profit boundary has been de
fined in terms of return on investment, public opinion plays a 
smaller role because of lack of public knowledge and understanding 
in this area. Retained profit margins on capital and net worth have 
been considered reasonable in a wide range between 30 to 65 percent, 
but a midpoint of 42 percent return cannot be picked automatically 
as reasonable or as a nominal barrier because the amounts and 
sources of all capital and net worth employed in particular periods 
must be considered on a case-by-case basis. 

2. Historically, there have been no uniform Government-wide 
guidelines for establishing profit objectives. For many years the 
p¾icing policies of the Procurement Regulations have stated that 
it is the policy of the Government to use the profit motive to 
encourage economies and effectiveness. Policy statements have also 
declared that it is the policy of the Government to provide con
tractual opportunities for contractors to earn higher profits (with 
emphasis on the word "earn"). The Government's stated objective 
has been to insure that outstandingly effective and economical per
formance is met by higher profits. Profit policy is thus an integral 
part of the pricing and contract type policies. In DOD and now in 
a few of the emerging agencies, the profit policy is implemented, 
in the absence of competition, by the use of the weighted guidelines. 
NASA does not officially use the weighted guidelines in developing 
profit objectives. 

3. In practice, the weighted guidelines method is a discipline 
to assure that individual factors are rewarded or penalized in a 
formula which recognizes the contractor's input to performance. 
Simply stated, the weighted guidelines are desi.gned to reward con
tractors with higher profit opportunities when they take on more 
difficult tasks that require higher skills, when they provide sig
nificant subcontract assistance, when they accept higher risk con
tracts, and when they rely on their own facilities, and when they 
make special achievements and have a record of exceptional per
formance. In use of the technique, the contractors' direct and 
indirect expenses are weighted with varying ranges of profit 
objectives assigned to material costs (purchased parts, subcontracted 
items, and raw material), engineering labor, overhead, manufactur
ing labor and overhead, and G & A expenses. A weighting is also 
applied for the type of contract, the reasonableness of estimates, 
and the difficulty of the task, and plus and minus factors are 
assigned for performance history, source of resources, and an added 
profit factor to offset revised financing policies which may re-
sult in additional contractor investment. 
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The profit factors to be considered by the contracting officer in 
developing his profit negotiation objective and the range of weights 
assigned to the factors are shown in Figure 7 on the next page. 

The weighted guidelines may appear at first to be an automatic 
formula method of arriving at a profit objective, but it is a disci
pline which requires the contracting officer to apply judgement to the 
contractor's input in every cost element. The small business firm is 
referred to ASPR 3-805.5 for a complete description of the instructions 
to contracting officers for assignment of weighted values to specific 
factors in the Weighted Guidelines method. 

4. A rule of thumb that cost plus a ten percent profit equals the 
price is not necessarily a good rule. It was stated earlier that in 
the open market, estimated costs plus estimated profit are not the only 
pricing criteria. Also, profit may be considered but in some cases 
may not be negotiated as a separate element of the price - a technique 
known as negotiation on a total price basis. Naturally, the competitive 
market place determines the profit in IFB procurements, but profit will 
be considered in negotiated procurements. 

5. Incentive contracts, which will be discussed in Chapter VI of 
this Manual, provide for a variable rate of profit or fee depending on 
the degree of the contractor's achievement of certain performance or 
cost goals. The terms fixed fees or minimum fees are used in connec
tion with certain cost reimbursement type contracts, and the term profit 
is used in connection with fixed price type contracts. 

E. RENEGOTIATION 

1. The contract which the small minority-owned firm may receive 
from the Government will probably contain the Renegotiation clause or 
have the Renegotiation clause incorporated by reference. The ASPR clause 
for renegotiation is found in ASPR 7-103.13(a). 

The Renegotiation Act subjects to renegotiation, the profits from 
certain sales to the Government of contracts having a direct and im
mediate relationship to national defense. Thus, DOD, NASA, certain 
GSA, FM, and AEC contracts are subject to the Act. 

Renegotiation originated in World War II. The present Act of 1951 
as amended stems from the Renegotiation Act of 1942 and 1943, and it has 
received several temporary extensions to the present time (Latest exten
sion expires 12/31/75 unless further extended). Several amendments 
have been made in Renegotiation, eliminating certain sales and raising 
the floor for the amount of sales which determines those contractors 
subject to the Act. Very small businesses will not do the volume of· 
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FIGURE 7 

WEIGHTED GUIDELINES FOR PROFIT 

Profit Factors 
CONTRACTOR'S INPUT TO TOTAL PERFORMANCE 
Direct Materials 

Purchased Parts .......•.................•... 
Subcontracted Items ....................... . 
Other Materials ............................ . 

Engineering Labor ............................ . 
Engineering Overhead ......................... . 
Manufacturing Labor .......................... . 
Manufacturing Overhead .............•.......... 
General and Administrative Expenses .......... . 

CONTRACTOR'S ASSUMPTION OF CONTRACT 
COST RISK ................................... . 
Type of Contract 
Reasonableness of Cost Estimate 
Difficulty of Contract Task 

Weight 
Ranges 

1 to 4% 
1 to 5% 
1 to 4% 
9 to 15% 
6 to 9% 
5 to 9% 
4 to 7% 
6 to 8% 

0 to 7% 

RECORD OF CONTRACTOR'S PERFORMANCE ............ -2 to +2% 
Small Business Participation 
Management 
Cost Efficiency 
Reliability of Cost Estimates 
Value Engineering Accomplishments 
Timely Deliveries 
Quality of Product 
Inventive and Developmental Contributions 
Labor Surplus Area Participation 

SELECTED FACTORS. . . . . . . . . . . . . . . . . . . . . . . . . . . . • - 2 to + 2 
Source of Resources 

Government or Contractor Source of 
Financial and Material Resources. 

Special Achievement 
Other 

SPECIAL PROFIT CONSIDERATION - See 3-808.6 
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sales which would make their profits subject to Renegotiation; however, 
many larger "small businesstt firms are subject to Renegotiation. 

The Act also applies to subcontracts which are not under prime con
tracts subject to exemption. 

2. The general coverage of the Act applies to contractors with the 
previously named Departments having their fiscal year sales (receipts) 
in excess of the current statutory "floor" of $1 million. The coverage 
provides for several exe.mptions, including: sale of office supplies 
(as distinguished from office furniture and equipment), certain build
ing maintenance and repair, laundry and cleaning services, goods pur
chased for authorized resale (sales to military exchanges for example,) 
and the largest class of sales exempted by the Act is the sale of 
Standard ConDDercial Articles or Services (as defined by the Act). 

3. Opponents of the renegotiation law have questioned the reason 
for its existence when other procurement regulations are intended to 
control excessive. profits before-the-fact; however, the Renegotiation 
Board points to the impressive total of determinations of excessive 
profits amounting to more than $1 billion since 1951. The Board 
recently reported that its 1974 excessive profits recovery was the 
best for any previous period since 1958 and amounted to more than $70 
million recovered in 1974. The FY 1958 figure was $112.7 million. 

The forum for the contractors to appeal renegotiation cases is now 
the U. S. Court of Claims - prior to the present appeal procedures, 
appeals were handled in the Tax Court. 

The Act mentions certain favorable considerations for small busi
nesses in determinations concerning excessive profits. 

Renegotiation is after-the-fact, and does not consider the statu
tory limitations of 10 U.S.C. 2306(d) which apply to fixed fees under 
cost reimbursable contracts (15%_ on R&D and 10% on supply contracts). 
Renegotiation in addition to profit considered as a percentage of cost 
or sales also looks at profit as a return on investment and return on 
capital employed. 

4. With all of the safeguards established through audit programs, 
prenegotiation and post-negotiation reviews and approvals, advanced 
analyses techniques, training in cost analysis, upgrading of organiza
tions and personnel, and implementations of countless study recommenda
tions, higher than reasonable profits are still found in individual con
tracts and still found plant-wide in certain contractor's shops. 

There has been a conscious effort to avoid "painful" profits since 
the days of the Civil War when profiteering rates up to 300 percent were 
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realized. The behavioral influences on corporate and individual 
contracting practices generally operate within boundaries which 
define reasonable profits. Dr. David McClelland in 1961 in "The 
Achievement Motive" stated that public op1n1on admittedly and 
consciously plays a part in the social control of contract pro
fits. He said that reliance on public opinion is our social 
mechanicism which tends to supply and enforce market morality. 

The Congressional actions which have continued and extended the 
Renegotiation A~t have reflected public opinion concerning the need 
for protection from excessive profits. The Renegotiation Board in 
FY 1971 made 149 determinations of excessive profits totaling over 
$65 million which was double the FY 70.figure (itself 50 percent 
higher than FY 69). It is important to note too that renegotiation 
losses reached $700 million in FY 71 compared to $461 million in 
FY 70. Of the loss total, 69 percent came from Firm Fixed Price 
contracts and 17 percent from Fixed Price Incentive contracts. 
Thus, there may be a clustering of profit objectives, but there is 
a wide range of realized profits. 

As long as there are examples of excessive profits, there re
mains the absolute requirement to evaluate the factors which 
effect profits and affect objectives, and there remains the ab
solute need to guard against significant excessive profits, recog
nizing that certain excessive profits are not preplanned but may be 
"windfall profits" or unintentional in the same way that most 
losses are unintentional. 
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CHAPTER VI 

TYPES OF CONTRACTS 

A. NEED FOR DIFFERENT CONTRACT TYPES 

1. Fixed price contracting is the preferred method of con
tracting, and fixed price is compatible with formal advertising and 
competitive procedures. Cost reimbursement type contracts are 
appropriate where a high degree of technical or cost uncertainty 
exists. 

A contract type other than fixed price may be necessary because of 
the need for special terms and conditions, special clauses, or where 
an unusual degree of risk is shifted to the contractor and over which 
he has no control. A variety of contraet types provides the flexi
bility needed to buy a large variety and volume of supplies and 
services. 

The pricing manual, ASPM. No. 1, Chapter 2, states, "The best, 
most realistic and reasonable price in the world may turn sour if 
the contract type is wrong." 

2. Effective pricing and sound procurement require discrimina
tion in selecting and negotiating the right contract type. Firms 
know that the IFB will result in a fixed price contract. The RFP 
will specify, generally the preferred contract type, although the 
suggested type may be changed in fact-finding and negotiation. 

The degree of detail in the specifications as well as the feasi
bility of measurement of performance are often requirements to be 
considered in the selection of contract type. 

The "real world" complexity of the item to be procured, the 
stability of design, the time frame of different phases of the 
development and production, and the funding availability are additional 
considerations in selection of contract types. 

3. The selection of contract type is not a substitute for 
sound cost estimating. A cost estimate for one type is an estimate 
for another contract type - the price varies because of additional 
considerations of known contingencies and unknown contingencies 
(sometimes they were called unk-unks). Risk and technical un
certainty and cost uncertainty all bear on selection of contract 
type. 
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4. The type of contract resulting from an RFP is a subject for 
negotiation unless a firm fixed price contract is specified as a condi
tion of the RFP solicitation. 

B. SPECTRUM OF CONTRACT TYPES 

1. The small minority-owned firm generally will be dealing with 
firm fixed price (FFP) contracts, but there is a broad spectrum of con
tract types available. Figure 8 on the next page describes the con
tract types which are available and most often used. 

a. The most commonly used type is the firm fixed price contract. 

Fixed price types include Firm Fixed Price (FFP), Fixed Price 
with Economic Price Adjustment, Fixed Price Incentive (FPI), with firm 
target costs or with successive targets, Fixed Price Redetermination 
(FPR), and Firm Fixed Price Level of Effort contracts. 

b. At the other end of the contract spectrum are the cost re
imbursement type contracts. The most commonly used cost reimbursement 
type is the cost plus fixed fee contract. 

The reimbursable types include Cost Plus Fixed Fee (CPFF), Cost 
Plus Award Fee (CPAF), Cost Plus Incentive Fee (CPIF), Cost contracts, 
and Cost Sharing contracts. 

2. The respective contract types vary as to the degree and timing 
of responsibility assumed by the contractor, the degree of cost respon
sibility assumed by the contractor or the Government, and the risk to 
each. All responsibility for cost of performance is assumed by the 
contractor in the firm fixed price contract and cost responsibility 
is minimal or even nonexistent in the cost plus fixed fee contract. 

Cost plus a percentage of cost prime contracts or subcontracts are 
not authorized. 

C. ELEMENTS OF BASIC CONTRACT TYPES 

1. The following elements appear in each of the basic contract 
types. 

a. Firm Fixed Price 
contains: Scope of Work/Schedule 

Terms and Conditions 
Price 

b. Cost Plus Fixed Fee 
contains: Scope of work 

Schedule 
Terms and Conditions 
Estimated Cost 
Fixed Fee 
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FIGURE 8 

RANGE OF CONTRACT TYPES, WITH THEIR THEORETICAL 
ADVANTAGES AND DISADVANTAGES 

Contract 
tYPe 

Firm-fixed 
price 

Application 

-Where fair and 
reasonable price 
can be estab
lished at outset. 

-Where there are: 
reasonably de.;. 
finite design or 
performance speci
fications. 

Fixed-price -Where market or 
with labor conditions 
economic are unstable over 
price extended produc-
adjust- tion period. 
ment -Where contingen-

cies must be 
identified and 
covered separate
ly 

Fixed-price -Where cost uncer-
incentive tainties exist 

and there is 
possibility of 
cost reduction 
and performance 
improvements by 
giving contractor 
a positive profit 
incentive. 

Cost plus 
incentive
fee 

Cost plus 
fixed-fee 

-For development 
and test when 
formula can pro
vide incentive 
for effective 
management. 

-Performance in
centive may be 
used. 

-Where perform
ance is uncertain 
and accurate cost 
estimates are im
possible. 

Advantages tp 
contractor 

-Potential for higher 
profit 

-Minimum govern
ment control. 

-Less administrative 
costs 

-Spreads risk on 
certain specified 
direct costs. 

-Potential for higher 
profit for 
higher risk. 

-Rewards good 
management. 

-Limited risk. 
-Possibility of 
increased fee. 

-Assures recover
ing costs. 

-Rewards good 
management. 

-Low risk. 
-Risk of loss of 
government property 
transferred. 
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Disadvantages to 
contractor 

-Total assumption 
of financial and 
technical risks. 

-Requires 
vigilance to 
institute change 
claims. 

-Contains absolute 
ceiling. 

Escalation limited 
to irrdustrywide 
contingencies 

-Price ceiling. 
-Government veri-
fication of costs. 

-Complex 
negotiations. 

-Absolute limit on 
fee. 

-Disallowance of 
certain normal 
business costs. 

-Government 
engagement. 

-Complexity of 
negotiations. 

-Maximum controls. 
-Lower fees be-
cause of lower 
risks. 



c. Incentive Contracts 
Fixed 
Price Incentive 
contains: Scope of Work 

Schedule 
Terms and Conditions 
Special Clauses 
Target Cost 
Target Profit 
Ceiling Price 
Sharing Ratio (Formula for profit) 

Cost Plus Incentive Fee 
contains: Scope of Work 

Schedule 
Terms and Conditions 
Special Clauses 
Target Cost 
Target Fee 
Minimum Fee 
Maximum Fee 
Sharing Ratio (Formula for fee) 

Cost Plus Award Fee 
contains: Scope of Work 

Schedule 
Terms and Conditions 
Estimated Cost 
A Base Fee (a fixed amount which does not vary 

with performance) 
An Award Fee (determined after subjective 

evaluation) 
Award Fee Evaluation Criteria 
Fee Payment Plan 

2. The firm fixed price contract is particularly suitable in the 
purchase of standard or modified commercial items, or for items 
peculiar to Government requirements where firm specifications exist 
for which sound prices can be developed. The FFP contract is appro
priate where performance has already been demonstrated and where tech
nical and cost uncertainty is low. There is some uncertainty in the 
pricing of any contract, but in the FFP contract there is a reasonable 
basis for firm pricing. 

The cost plus. fixed fee contract is appropriate where a "level of 
effort" is required or where high technical or cost uncertainty exists. 
In a CPFF contract, the Government agrees to pay the contractor a fixed 
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amount of dollars above the cost as a fee (profit) for performance 
of the work or service. CPFF contracts may provide for a level of 
effort or require completion. In the latter case, the Government may 
choose to continue funding of costs, but the fee will not be in
creased and the contractor is obligated to continue until comple
tion. The contractor,must have an acceptable accounting system and 
practices under the CPFF contract. 

The incentive type contracts include the formula types such as 
FPI and CPIF and the after-the-fact subjective evaluation type 
known as the CPAF. Incentive type contracts were designed to im
prove performance and control or reduce costs. Basically, the in
centives are used to control cost growth, but the cost formula is 
sometimes used in conjunction with performance formulas. Incentive 
types are used in the larger, complex contracting situations and 
the newer small business firms generally will not be involved. The 
incentives all require a major amount of contract administration on 
the part of both the contractor and the Government. 

The CPAF contract provides that the contractor's variable fee 
will be determined subjectively by designated Government personnel 
on the basis of periodic, after-the-fact evaluations of the con
tractor's performance. The award fee process is a unilateral de
termination made by the Government's Fee Determination Official 
for the contract. It has been suggested that the CPAF contract 
should not be used in cases less than one million dollars in estima
ted amount because of the administrative cost and time associated 
with the contract. The contract has been used by DOD and NASA 
since 1962 and recently used by certain civilian agencies including 
Housing,and Transportation. 

For additional material concerning incentive contracts, the 
small business firm is referred to the DOD/NASA 1969 Incentive Con
tracting Guide and the NASA 1967 Cost Plus Award Fee Guide which were 
prepared by the writer of this Manual. Additional information con
cerning all contract types and agreements is contained in ASPR, 
Section III, Part 4 and in Chapter 2 of the Armed Services Procure
ment Regulation Manual for Contract Pricing, ASPM No. 1. 
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CHAPTER VII 

CONTRACT ADMINISTRATION 

A. CONTRACT ADMINISTRATION FUNCTIONS 

1. After contract award, the contractor is responsible for com
plying with all requirements contained in the contract and in accord
ance with instructions and specifications in the contract or incor
porated by reference. 

The small minority contractor is cautioned not to.act on 
any orders, statements or directions of any person not assigned as 
the authorized contracting officer or his authorized representative. 
The contracting officer authorized to issue a written change order 
under the changes clause of the contract will be named in the con
tract. The assigned contracting officer may be the Procuring Con
tracting Officer (PCO) or the Administrative Contracting Officer 
(ACO) acting within their authority for the functions assigned. 
Small business firms must recognize that the contractor does not have 
a contractual basis for an equitable adjustment of the contract 
price or delivery schedule unless a Contract Change has been issued 
in writing and signed by the authorized contracting officer. 

2. The major contract administration functions in the majority 
of contracts will be Inspection and Acceptance by the Government. 
The contract will contain information informing the firm about the 
place for inspection and the place for acceptance, and the name of 
the activity or organizations performing these services. 

3. The major administrative function to be performed by the 
contractor in most contracts will be to notify the contracting officer 
if the firm encounters difficulty in meeting performance requirements 
or if difficulty is anticipated in complying with the delivery 
schedule or date. Timely notification is important if trouble is 
anticipated because the contracting officer or his representative or 
the SBA may be able to provide guidance or management assistance to 
overcome the difficulty. 

4. It is DOD policy (ASPR 1-802) to conduct a post award orienta
tion conference for new contractors, if the contractor may not have 
a clear understanding of the scope of the contract or the technical 
requirements, or obligations. The relatively new minority-owned 
firm or an experienced firm dealing with a different procurement and 
administration office should request an orientation conference with 
the office responsible for Government contract administration if 
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there are any significant questions requiring clarification or resolu
tion before production or performance begins. 

It is essential that the contractor understand its obligations be
fore performance is initiated - mistakes may be costly for both the 
firm and the Government which may be depending on a reasonably tight 
delivery schedule. Any of the following matters may be the subject 
for discussions immediately after award: 

-Special contractual provisions 
-Clarification of specifications and other work requirements 
-Production planning 
-Furnishing and control of Government property 
-Billing and payment procedures 
-Reporting requirements 
-Processing of engineering changes and change orders 
-Quality control and testing requirements 
-Provisioning requirements 
-Packaging and shipping 
-Subcontract consent 
-Prime contractor responsibility for subcontracts 
-Allowability of cost determinations 
-Value engineering 
-Security requirements 
-Progress target dates 

5. If the small minority-owned firm is operating as a subcon
tractor under a Government prime contract, the prime contractor will 
be responsible for conducting any necessary post award orientation 
conferences if there are questions concerning obligations under the 
purchase order or subcontract. The small business firm must recognize 
that the Government does not have privity of contract between the 
Government and the subcontractor and will not give commitments or 
directions concerning the subcontract (except in the relatively few 
cases where the contract administration may have been assigned to the 
Government for certain functions, such as inspection). 

B. PCO/ACO RESPONSIBILITIES 

1. The Procuring Contracting Officer (PCO) is the contracting 
officer assigned responsibility for making the procurement. The Ad
ministrative Contracting Officer (ACO) is the contracting officer 
assigned responsibility for administering any resulting contract. The 
ACO may be working as a PCO in certain situations such as buying spare 
parts or the pricing of contract changes. 

The contract will advise the firm of the activity and name of the 
person responsible for the administrative matters of the contract. 
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The small minority-owned firm is cautioned again to follow the 
instructions of the contract and cautioned not to rely on verbal 
instructions which may be provided by some person that appears to 
be operating within the scope of his authority; 

Warning. No understanding or agreement, contract modifica
tion, change order or other matters deviating from the terms 
of the contract will be effective or binding upon the 
Government unless formalized by contractual documents executed 
by the Contracting Officer (either PCO or ACO). 

2. Administration is performed differently by the various De
partments and agencies. The PCO/ACO organizations and relation
ships are almost unique to DOD and NASA, and to a certain exte~t 
for AEC; however, some of the newer agencies are beginning to per
form certain administrative functions through field offices. In 
most contracts, field contract administration will be assigned to 
an ACO in DOD, but for certain reasons (such as work performed on 
a military installation), the administration may be retained by the 
purchasing office. 

3. There are about 69 normal administration functions, some of 
which may be appropriate for certain contracts and assigned for 
field administration. Some of these functions include the follow
ing, when appropriate or required by the contract: 

-Negotiate provisional, interim, and final overhead rates. 
-Determine the allowability of costs suspended or dis-
approved by audit when the contractor has appealed. 

-Perform property administration for Government furnished 
property or equipment. 

-Perform preaward surveys and conduct post award orientations. 
-Assist in classification of waivers and deviations. 
-Monitor Value Engineering programs. 
-Evaluate and monitor contractor's reliability and 
maintainability programs. 

-Perform proc.urement quality assurance. 
-Make payments on assigned contracts. 
-Provide advice on priorities and allocations responsibilities. 
-Review and approve or disapprove contractor's requests for 
progress payments under the contract clause. 

-Monitor contractor's financial condition and advise the 
procuring contracting officer when contract performance is 
jeopardized thereby. 

-Assure contractor's compliance with small business, labor 
surplus area, and minority business enterprises mandatory 
subcontracting programs; conducting, on an as-required 
basis, small business and labor surplus area set-aside 
surveillance;and providing advice to small business, labor 
surplus area concerns, and minority business enterprises; 
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In DOD contracts, all of the applicable 69 administrative functions 
contained in ASPR 1-406 will automatically be performed for the PCO 
by the ACO in the assigned component responsible for administration. 

C. DEFENSE CONTRACT ADMINISTRATION SERVICES 

1. Management of contracts for the Army, Navy, Air Force, DSA 
the National Aeronautics and Space Administration, other Federal and 
State agencies, and, when authorized, for foreign governments, is one 
of the most important services provided by the Defense Supply Agency. 

Defense Contract Administration Services (DCAS) was organized 
within DSA in 1965 to perform this function. Prior to that time each 
Military Service administered its own contracts. 

Contract administration is a technical and administrative service 
in support of buying activities. It is performed at or near contractor 
plants to facilitate contract performance and to assure compliance with 
the terms and conditions of Government contracts. 

Buying offices of the Military Departments are authorized to re
tain, in whole or in part, the administration of certain special cate
gories of contracts which ordinarily involve no field administration, 
or which are of such an unusual nature as to require the attention of 
the buying office (architect-engineer contracts, stevedoring contracts, 
and contracts for installation of equipment at military facilities). 

DCAS consists of a staff element at Headquarters, DSA, and 11 
Regions nationwide. It is managed by military and civilian career per
sonnel, including specialists in the fields of accounting, data and 
financial management, business law, business administration, contract 
management, property management, quality control, many phases of en
gineering, transportation, packaging, industrial labor relations, 
industrial security, and equal employment opportunity. 

2. The huge scope of the DCAS administrative workload can be viewed 
in the context of number and value of contracts administered. At the 
end of Fiscal Year 1972, DCAS was administering about 166,400 contracts 
valued at over $48 billion, and DCAS in that year inspected and re
leased for shipment materiel valued at about $15 billion. 

3. It is NASA policy to make optimum use of the DCAS. Like the 
ASPR, Section XX covering Administrative Matters, the NASA PR Part 51 
covers contract administration and management matters. DCAS provides 
substantial support of NASA's programs. In Fiscal Year, DCAS spent 
687,000 manhours in the administration of NASA contracts - much of 
this support·was in review of quality and reliability programs of 
contractors and major subcontractors for NASA. 
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D. INDUSTRIAL SECURITY 

1. New firms must request the procurement activity to initiate 
a request to the Defense Supply Agency's Industrial Security Office 
to determine the eligibility of the firm's facility for a Department 
of Defense clearance before the firm can propose or receive an award 
involving material and information which is classified. The firm's 
facility must be capable of safeguarding classified information and 
certain key personnel must be eligible to be cleared for access to 
classified information. 

DSA maintains the industrial security program of the Department 
of Defense to insure effective protection of classified information, 
including foreign classified information, in the hands of contractors. 
Security clearance of contractor personnel has been centralized in 
the Defense Industrial Security Clearance Office (DISCO) in 
Columbus, Ohio. On a nationally centralized basis, DISCO determines 
eligibility of contractor personnel for access to U.S. and foreign 
classified information; maintains records of these determinations 
and the legal documentation used to establish the eligibility of 
industrial plants and other facilities for handling of classified 
information; processes visit requests involving NATO and foreign 
classified information. Regional offices and District offices 
perform the inspection visits, and representatives of the District 
offices will answer any questions the new firm may have concerning 
the providing of information necessary for review and the process
ing of a security clearance. 

Procedures required to safeguard classified defense informa
tion to which U.S. contractors, subcontractors, vendors, or 
suppliers will possess or have access to are set forth in the De
partment of Defense Industrial Security Regulation (DOD 5220.22-R), 
and its companion publication, the Department of Defense Industrial 
Security Manual for Safeguarding Classified Information (DOD 
5220.22-M). 

2. Contractors will be able to respond to the majority of IFB's 
and RFP's without clearance, but security clearance will be required 
by certain solicitations before specifications or drawings may be 
released. In other cases, the solicitations may not be classified 
but the ability to secure clearance and the final security clearance 
of personnel may be required before award (certain guard service 
contracts, for example). 

Security clearance should not be requested just because it might 
be something nice to possess. The clearance process is expensive 
for the Government, and it may entail certain expenses on the 
part of the contractor in order to have facilities adequate for 
safeguarding material and the retention of classified information. 
The contractor will be required to have Standard Practice Pro
cedures developed for information for its employees in safeguarding 
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classified material and an operating system covering visitor control, 
emergency procedures, reports, documentation control, etc. The scope 
of the security clearance actions is also large - in 1971, DISCO com
pleted 581,481 clearance actions and completed 632,743 in 1972. Thus, 
the "nice to have" feature should be reviewed and only necessary clear
ances should be requested. 

E. TERMINATIONS AND DISPUTES 

1. The best time to consider all aspects of contract administration 
is before the award and in fact, before a bid or proposal is submitted. 
The contractor should be certain of his ability to perform in accord
ance with the requirements of the basic specification and all refer
enced specifications and in accordance with the terms and conditions. 

2. Although there is good performance, the contract may be ter
minated for the convenience of the Government; when performance is not 
satisfactory, the contract may be terminated because of the default of 
the contractor. These guidelines will summarize the highlights of 
regulations dealing with Termination for Convenience, Termination for 
Default, and Disputes procedures. The guidelines should not be con
sidered as all inclusive and the contractors should avail themselves 
of all available information concerning decisions of the Courts and 
GAO relating to the subjects. If potential problems arise, contract
ors should discuss questions with the contracting officer - if suppliers 
employ legal counsel, the questions should be discussed with counsel. 
First, however, the potential contractor should understand the termina
tion and the default clauses of the contract as referenced in the 
solicitations. ASPR, Section VIII provides Termination information. 

a. The ASPR claus~ 7-103.21 provides that the contract may be 
terminated in whole or in part when the termination is cretermined to 
be in the best interest of the Government. The clause provides in
structions for stopping work, terminating subcontracts and purchase 
orders, settling outstanding claims with the approval of the con
tracting officer, and submitting a termination claim with a reasonable 
allowance for profit on work done. If there is not agreement on the 
costs and profit determined by the contracting officer, the contractor 
has the right of appeal under the clause of the contract entitled 
"Disputes". The appeal procedure is not applicable if the claim is 
not submitted timely in accordance with paragraph (c) of the termination 
clause. 

b. Terminations of any kind are disruptive for both the con
tractor and the Government; however, fair and reasonable recovery is 
available under terminations for convenience - but recovery under 
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terminations for default is not available, and extra costs may be 
charged by the Government under certain conditions. 

It is part of the Government contracting officer's nor-
mal duties to maintain a constant review of the performance of 
suppliers with whom contracts are placed. When nonconformance with 
specifications or contract requirements is discovered, the contract
ing officer will attempt to work out an acceptable solution with the 
supplier. When this cannot be done, it is often necessary to termi
nate the supplier's right to deliver under the contract and obtain 
a different supplier. If the contract with the new supplier in
volves a higher cost, the original supplier can be held liable for the 
difference. 

The Default clause in ASPR for fixed price supply contracts 
is quoted in part below. The small business firm should refer to 
the entire clause for conditions concerning additional liabilities 
or excusable causes and other terms and conditions. Excerpts of 
ASPR 7-103.11 are quoted as follows: 

"7-103.11 Default. 
DEFAULT 

(a) The Government may, subject to the provisions of para
graph (c) below, by written notice of default to the 
Contractor, terminate the whole or any part of this con
tract in any one of the following circumstances: 

(i) if the Contractor fails to make delivery of the 
supplies or to perform the services within the time 
limit specified herein or any extension thereof; or 

(ii) if the Contractor fails to perform any of the other 
provisions of this contract, or so fails to make 
progress as to endanger performance of this con
tract in accordance with its terms, and in either of 
these two circumstances doe:; not cure such failure 
within a period of 10 days (or such longer period 
as the Contracting Officer may authorize in writing) 
after receipt of notice from the Contracting Officer 
specifying such failure. 

(b) In the event the Government terminates this contract in 
whole or in part as provided in paragraph (a) of this clause, 
the Government may procure, upon such terms and in such 
manner as the Contracting Officer may deem appropriate, 
supplies or services similar to those so terminated, and 
the Contractor shall be liable to the Government for any 
excess costs for such similar supplies or services; 
provided, that the Contractor shall continue the perform
ance of this contract to the extent not terminated under 
the provisions of this clause ... " 
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Most disputes concerning a contracting officer's actions are settled 
by agreement, without going through Disputes and Appeals procedures. 
Again, the contractor should be aware of the history of certain deci
sions concerning disputes by the various Boards of.Contract Appeals, 
and the contractor should consult with his legal counsel, if one is 
available, concerning the appeals procedures following a Disputes determi
nation. Small business firms must remember to file appeals in a timely 
manner - within thirty days. 

The Disputes Clause in ASPR 7-103.12 is quoted as follows: 

"DISPUTES 

(a) Except as otherwise provided in this contract, any dispute 
concerning a question of fact arising under this contract which is 
not disposed of by agreement shall be decided by the Contracting 
Officer, who shall reduce his decision to writing and mail or 
otherwise furnish a copy thereof to the Contractor. The decision 
of the Contracting Officer shall be final and conclusive unless, 
within 30 days from the date of receipt of such copy, the Contract
or mails or otherwise furnishes to the Contracting Officer a written 
appeal addressed to the Secretary. The decision of the Secretary 
or his duly authorized representative for the determination of such 
appeals shall be final and conclusive unless determined by a court 
of competent jurisdiction to have been fraudulent, or capricious, 
or arbitrary, or so grossly erroneous as necessarily to imply bad 
faith, or not supported by substantial evidence. In connection 
with any appeal proceeding under this clause, the Contractor shall 
be afforded an opportunity to be heard and to offer evidence in 
support of his appeal. Pending final decision of a dispute here
under, the Contractor shall proceed diligently with the performance 
of the contract and in accordance with the Contracting Officer's 
decision. 
(b) This "Disputesrt clause does not preclude consideration of law 
questions in connection with decisions provided for in paragraph 
(a) above; provided, that nothing in this contract shall be con
strued as making final the decision of any administrative official, 
representative, or board on a question of law." 

Businessmen should not feel that the Government's requirement for 
conformance to contract and specification provisions is unfair. Con
formance is required in order to maintain the integrity of the contract
ing process, to be fair to all, and because public funds are involved 
(and because the Regulations have the force and effect of law). Small 
firms are cautioned that the disputes and appeals procedures may consume 
a considerable amount of time, because of the complexity of certain 
cases, and because of the back-log of cases. 
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Small firms are referred to Appendix A of the ASPR, pages A:l 
through A:13 for additional infonnation concerning the Armed Services 
Board of Contract Appeals and the Board's charter and procedures. 
Procedures for correspondence, pleadings, records, hearings, represen
tation, decisions and motions and dismissals are similar for Boards 
for other Departments. Firms also are referred to ASPR 1-314, 
Disputes and Appeals, for additional information directed in the 
regulations to the contracting officer's procedures under the Disputes 
clause. 

F. SPECIFICATIONS AND STANDARDS 

1. A Federal Stock Number is a number which identifies a specific 
item stocked in the Federal Supply System. The Federal Catalog System 
established one name, one stock number, and description for each item 
of supply in the Federal Government. The GSA Stock Catalog lists 
the Federal Stock Numbers for the items in the GSA stock program. 

Single copies of Federal Specifications and Standards referenced 
in invitations to bid may be obtained from any Regional GSA Business 
Service Center (except Region 3, headqu~rtered in Washington, D.C.) 
without charge when required for bidding purposes. Region 3 require
ments will be obtained from Special Programs Division, Specifications 
Activity, Building 197, Washington Navy Yard Annex, Washington, D.C. 
20407 (phone 202/963-3177). If copies are required for other than 
bidding purposes, they must be purchased from the Special Programs 
Division. 

The General Services Administration's "Guide to Federal Specifica
tions and Standards" describes the various types of Government speci
fications, their purpose, methods or use and ordering procedures. 
Copies of this booklet are available without charge from GSA Business 
Service Centers. 

To identify and keep informed about specifications, write to the 
Superintendent of Documents, Government Printing Office, Washington, 
D.C. 20402, and ask for Index of Specifications and Standards and 
Department of Defense Index of Specifications and Standards. Both 
of these documents are available at current subscription rates. 

The Index of Federal Specifications and Standards and the De
partment of Defense Index of Specifications and Standards indicate 
those items that are on qualified products lists (QPL's). 

2. A Department of Defense Single Stock Point for specifica-
tions and standards (unclassified) has been established at: 

Naval Publications and Forms Center 
5801 Tabor Avenue 
Philadelphia, PA. 19120 

119 



Specifications and standards are issued to private industry for 
bidding and contract performance purposes on an "as ordered basis" with
out charge by the Publications and Forms Center (although solicitations 
shall be accompanied with the applicable specifications and drawings or 
other pertinent documents which may incorporate certain standards and 
specifications by reference). 

When specifications are needed, a request can be initiated by 
telephone, telegraph, mail in any form, or bearer. However, it is 
preferred that private industry use a simplified order form DD Form 
1425, which includes a self-addressed label. Once a customer orders 
specifications and standards, he will automatically be provided by NPFC 
with sufficient blank forms to continually reorder in the preferred 
manner. All types of requests should be submitted in the following 
manner. 

-Indicate complete mailing address (including zip code) and invi
tation-for-bid or contract number, where applicable. 

-Indicate quantity Jf each document desired. Maximum issue: ten 
each (no exception). 

-List each desired specification or standard by document symbol 
as recorded in the OODISS. 

-List Federal Specifications in alphabetical order. List all 
others in numerical order. The following sequence of categories of 
material is preferred: Military Specifications, Military Standards, 
Federal Specifications & Standards, QPL's, etc. 

-Limit the number of line items ordered on each request to five or 
less. 

A sample DD Form 1425 is shown on page number 125 as Figure 9. 

In emergency, telephone requests may be made as follows: 

-To submit a request by telephone, call AREA CODE 215, 697-3321. 
(Naval Publications & Forms Center).For special inquiries, call 
(215) 697-2179. 

-Duty Hours: 8 a.m. to 4:30 p.m. - Monday thru Friday (Phila
delphia time). 

-Off Duty telephone requests are serviced by automatic answering 
sevice seven days a week. 

-Customer requests are generally filled within 16 working hours 
provided the material is on the shelf. 

-Do .not submit requests listing Federal stock numbers only. NPFC 
cannot cross-reference Federal stock numbers to applicable speci
fication numbers. NPFC Philadelphia does not maintain a file 
of Invitations For Bid, Requests for Quotes, contracts etc., so 
each individual document must be listed by document number when 
requested from NPFC. 
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-Industry standards should be ordered from the preparing 
technical societies, not NPFC Philadelphia. 

The Department of Defense Index of Specifications and Standards 
(DODISS) is prepared at NPFC and is published in three parts annually 
with bi-monthly supplements. 

The three parts are the alphabetic listing (Part I), the numeric 
listing (Part II), and the Federal Supply Classification Listing of 
the following unclassified documents: 

Military Specifications 
Federal Specifications 
Qualified Products Lists 
Military .Handbooks 

Air Force-Navy Aero
nautical Design 
Standards 
U.S. Air Force Speci
fications 
Air Force-Navy Aero
nautical Bulletins 

Military Standards 
Federal Standards 
Industry Documents 
Air Force-Navy Aero
nautical Standards 
Air Force-Navy Aero
nautical Specifica
tions 
Other Departmental 
Documents 
U.S. Air Force Speci
fication Bulletins 

Parts I and II of the DODISS are available to private industry 
on request from the Superintendent of Documents, Government Printing 
Office, $34.00 per year ($8.50 additional for foreign mailing). 
The Federal Supply Classification Listing is available from the 
Superintendent of Documents at a subscription rate of $14.00 per 
year ($3.50 additional for foreign mailing). Both subscriptions 
include the basic index and the cumulative bi-monthly supplements 
for each part as they are published. Charges for the DODISS will 
be at current subscription rates. The rates quoted above were 
effective as of March 1974. 

3. Standards reduce to a minimum the number of qualities, sizes, 
colors, varieties, and types of materials and commodities being pro
cured. Adopted as standard are those items which provide the greatest 
utility and economy and which are best suited to satisfy the bulk 
of the Government's requirements, with due regard to commercial 
availability, adequate quality, and other related considerations. 
Other types of standards involve methods of testing certain pro
ducts. Engineering standards deal with design, construction, use, 
maintenance, and related product characteristics. 

When a standard is established, the specification used in pro
curement of the item involved is based on the types, colors, and 
sizes provided by the standard. Standards have been established for 
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several hundred items in common use in the Government, such as desks, 
file cabinets, and batteries. The GSA booklet, "Guide to Specifica
tions and Standards of the Federal Government," describes all types 
of Government standards, their development and use, and the benefits 
provided to both industry and Government. This booklet also contains 
information about obtaining copies of standards. The Guide is available, 
without charge, from GSA Business Service Centers and field offices 
of the Department of Commerce and Small Business Administration. 

G. CONSTRUCTION 

1.· Policies and procedures for the administration, as well as 
methods of procurement and contract types, of Construction and Architect
Engineer Contracts under DOD cognizance are contained in ASPR, Section 
XVIII. 

2. In DOD, construction means construction, alteration or repair 
(including dredging, excavating, and painting) of buildings, struc
tures, and improvements of all types, such as bridges, dams, plants, 
highways, parkways, streets, subways, tunnels, sewers, mains, power 
lines, pumping stations, railways, airport facilities, terminals, docks, 
piers, wharves, ways, lighthouses, buoys, jetties, breakwaters, levees, 
canals, and channels. Construction does not include the manufacture, 
production, furnishing, construction, alteration, repair, processing 
or assembling of vessels, aircraft or other kinds of personal property. 

Construction Activity means an activity, at any organizational 
level of the Military Departments, which has responsibility for the 
architectural, engineering, and other related technical aspects of the 
planning, design, and construction of facilities, and which receives 
its technical guidance from the Army Office of the Chief of Engineers, 
Naval Facilities Engineering Command, or Air Force Directorate of 
Civil Engineering. 

3. The technical prov1s1ons of construction specifications are in 
sufficient detail so that, when used with the applicable drawings and 
the specifications and standards incorporated by reference, bids can 
be prepared on a fair and competitive basis. Materials, equipment, 
components, or systems are described, where possible, by reference to 
documents generally known to industry. The documents include Federal, 
military, or nationally-recognized industry, and technical society 
specifications and standards. The standards which best represent no 
more and no less than the Government's minimum needs are selected for 
incorporation by reference into the construction specifications. 

4. In administering performance under construction contracts, 
small minority-owned firms should direct particular attention to 
different completion dates for separate parts or stages of the wqrk 
when the contract provides for liquidated damages for delay for each 
separate part or stage of the work. The cautions directed to the small 
business man about the need for written changes authorization in supply 
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contracts, and R & D contracts also apply to construction contracts. 
The Disputes procedure is applicable also when there is a failure to 
agree as to an equitable adjustment for a change. 

5. Policies and procedures and instructions relating to termina
tion of military construction contracts either through default or 
convenience of the Government are contained in ASPR Section XVIII, 
Part 6. 

The administration and enforcement procedures relating to Labor 
Standards laws are contained in ASPR Section XVIII, Part 7. 
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CHAPTER VIII 

_EXTRACONTRACTUAL INFLUENCES 

A. ACHIEVEMENT MOTIVATION 

1. A small minority-owned firm will probably have motivations 
which may effect cost management or technical and schedule performance 
without the motivations being attributed to any contract condition, 
the price, or the profit opportunity. It has been found that any 
firm will probably have motivations which are extracontractual in
fluences affecting performance under a contract. 

Extracontractual influences can increase costs as well as decrease 
costs and may operate in a countervailing manner with specific con
tract parameters. 

Extracontractual influences generally are considered to be planned, 
predetermined influences not identified by specific policies of any 
contractor of functional organization. 

2. As pointed out in earlier contracting guides (DOD and NASA 
Incentive Contracting Guide, October 1969 - Chapter X, Incentive 
Theory, and NASA Cost Plus Award Fee Contracting Guide, August 1967 -
Appendix, a Study of Contractual Theory), organizations are complex 
social systems. 

Organizations are composed of several smaller subsystems which 
in turn are influenced by environments of professional, functional, 
and individual systems. In short, organizations are made up of 
people, individuals. The achievement motives of people should be 
understood - understood by the people and by the people who do business 
with them. It must be recognized by all that certain individual 
motives may promote deep-seated inefficiencies. 

3. It has been found in extensive studies that firms do not seek 
to "maximize" their profit but seek to "satisfy" their profit needs 
in an established, technically oriented environment. In a newly 
established environment, the need for profit is "survival". The next 
phase of motivation through profit is "growth". At the same time, 
the return of profit is not the primary motivator. As Dr. Raymond 
Hunt has said, profit is a means to an end. 

Because profit appears as a means, not an end, it is first an 
"uncertainty" reducer and second, it provides a "sense of independence". 

4. Extracontractual reward factors which serve to motivate 
achievement have been identified and· include the following: 
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a. Company growth 

New fields of business 

b. Prestige (reputation and influence) 

Better public image 
Social approval 
National-Goals achievements 

c. Opportunity for follow-on business 

Transformation to new markets 

d. Utilization of available skills and capacity 

Survival 

e. Expectations 

Individual goals 

f. Mastery Motive 

Competition 
Sense of accomplishment 

The factors noted above are not ranked, and a number of conditions 
may cause any ranking to change. 

B. ENTREPRENEURIAL GOALS 

1. Goals must be challenging, but realistic. Goals which serve as 
extracontractual influences are the goals of individuals, and the goals of 
certain individuals may be the overriding goals which affect contract 
performance by a firm. 

a. The goals and influences have been extensively studied for 
many years. In 1963, Dr. David C. McClelland, then Chairman of the De
partment of Social Relations at Harvard University, gathered together 
a group of behavioral and management scientists in the Harvard - MIT 
community. The scientists wished to apply empirical research findings in 
the behavioral and management sciences to the problems of economic, 
organizational, social, and individual development. Since that time, 
the group has advised and aided 25 Federal and State Government agencies, 
other organizations, and the United Nations in many improvement projects 
concerned with the effect of behavior on socio-economic conditions. The 
background of Dr. McClelland's research and findings have been widely 
reported and included in some of his books such as The Achievement 
Motive, 1953, Talent and Society, 1958, The Achieving Society, 1961, and 
Motivating Economic Achievement, 1969. 
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McClelland found in one research and demonstration program 
that entrepreneuers which (i) set challenging and achievable goals, 
(ii) developed detailed plans for attainment, (iii) made greater use 
of available resources and assistance, and (iv) developed (improved) 
capabilities,showed the following results as compared with groups 
of matched control subjects: 

-exhibited more active business behavior 
-made more definite attempts to start new business ventures 
-started such ventures 
-worked longer hours 
-made more investments in new, fixed productive capital items 
-employed more workers 
-had relatively larger percentage increases in the gross 

incomes of their firms. 

The above noted achievements do not include references to 
profit. The list of achievements implies the effective reinvestment 
of profit, the means to an end. Profit or a substantial part was 
used to make more investments in new, fixed productive capital items 
in order to increase gross incomes. 

b. A wealth of material concerning extracontractual influ
ences came out of a research study, "Extracontractual Influences in 
Government Contracting'', reported by Dr. Raymond G. Hunt of the 
Psychology Department of the State University of New York at Buffalo 
in March, 1971. The writer of this Manual served as project officer 
for NASA for the conduct of this comprehensive study of Government
contractor relationships and the role of the contract. In 1967, 
NASA awarded a grant (NGR 33-015-061) to the University - Dr. Hunt 
served as Principal Investigator, assisted by Dr. Franklyn Perry, Jr. 
and Dr. Ira Rubin and a study team of psychologists, sociologists, 
economists, and business administrators in the lengthy study of 
achievement goals by industry and individuals under Government con
tracts. The participants serving as research subjects in the pro
ject included 1,283 representatives (845 from industry and 438 
from Government). 

Hunt found that: 

-there are misconceptions by Government people of the moti
vation of contractor organizations 

-persons perform above average because of self-motivation 
and pride, not because of external reward (profit) 

-firms seek Government business in order to gain a sense of 
independence (through increased business), but may lose 
operational autonomy and become over adapted to a particular 
clientele (thereby losing independence) 

-individuals exhibited similar characteristics to those 
discovered about the companies 
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-individuals were frustrated by the bureaucracy 
-management should be cognizant of realities and approach prob-

lem solving, goal setting, and policy formulation by being 
aware of extracontractual influences 

-growth is first in importance when viewing the uses of profit. 

The research by Hunt was conducted over a three year period in 
the military-industrial complex environment involved in research and 
development contrac\ing - whether the findings would be determined 
generally beyond the companies dealing with research and development 
contracting cannot be said, but the individuals are a mobile group, 
and some. of the individuals will be found today serving as owners and 
managers of small minority-owned firms. Thus, the motivations would be 
changed by any of a number of conditions, such as volume of business or 
the relative mix of customers between Government and industry. 

2. Discussions of some of the issues and uncertainties concerning 
motivations and influences in contracting were provided in a series of 
published papers prepared by the writer of this Manual in seminar remarks 
at Notre Dame and Ohio State University in 1967 and 1968 concerning 
"Blending Motivational Theory with Contractual Disciplines11 and the 
question "Why Does Johnny Run11 (why does Johnny Businessman run?). 

Some of the questions by Cravens were: 
-Does Johnny run harder because the medal or the prize has never 
been in his possession? (The new, small minority-owned businessman 
may want to win because he has not won before). 

-Will Johnny run effectively if the goal is clearly unattainable? 
Certainly Johnny will not really try for a large prize for a "three
minute II mile, but conversely, Johnny will not run well if he is 
alone and the prize is for achieving a "five-minute" mile; the 
goal must be realistic, and present a challenge. (The new small 
businessman must review his goals). 

-Does Johnny run because he wants to win - or because he is afraid 
to lose? (Pride is a strong motivator and influence; it should 
not override realism). 

-Does Johnny try harder when he is running in competition? (Compe
tition may be with the individual's achievements of yesterday and 
not necessarily the achievements of another). 

-Does Johnny try harder when he is behind? We've heard the advertis
ing slogan about trying harder because we're only second (again, 
pride is a strong motivator, and the first prize is usually larger). 

a. We have sophisticated techniques and procedures for training 
Johnny how to run on a cinder-track - we also have business assistance 
programs and procedures for training Johnny Businessman how to run on the 
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business-track. It was mentioned earlier that McClelland found better 
achievements when the entrepreneuers made greater use of available 
resources and assistance, and Hunt found that persons perform better 
because of self-motivation and pride, not because of external reward 
(profit). 

b. Survival has always been the basic energizer but "wishing 
will not make it so". Several motives are interrelated in the attempt 
to survive in contracting, and emphasis must be directed toward 
the correct combination of motives. Survival alone will not be 
enough at some point, but continuing growth will then be necessary for 
survival, and a certain amount of risk-taking will be necessary for 
growth. 

c. During growth periods, the question may be asked, "Is 
Johnny Businessman running away from something or is he running toward 
something?" - and is he running toward a defined, realistic goal? 
Johnny, the runner, cannot run effectively unless he knows the length 
of the race and his position in the length of the race, because he 
must pace himself with interim goals toward "the" goal. The effect 
of Johnny's behavior may affect also the cheers and support of those 
on the side-lines; frustration-produced behavior and boredom - produced 
behavior will produce negative effects. Thus, the pace and the goals 
must be realistic in order to maintain the achieving motive and its 
effect on assistance. 

3. Many contributions have been made in helping us to understand 
more about the individual behavioral influences ~nd the use of moti
vational resources in development of contract models by such re
searchers as Dr. Sterling Livingston and Dr. Fred Scherer as well as 
Hunt and McClelland. The results of some of their studies and appli
cations have been translated into the basis for training programs 
sponsored by many agencies and organizatjons for assistance to minority
owned businesses. 

Dr. McClelland's group has conducted nation-wide demonstration 
programs for entrepreneurial development for the Small Business 
Administration and has conducted trainer training for the Office of 
Minority Business Enterprise and its Business Development Organizations. 
The Department of Commerce also has sponsored extensive research into 
social and economic conditions for two grographic areas in order to 
form the basis for additional training in entrepreneurship. 

Minority-owned small businesses should help the agencies to help 
them; build on the basis of the research and the results to date. 
Use help ,in solving business problems, but only within realistic goals 
supported by your sustained desire and hard work. 
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MINORITY BUSINESS TRAINING GUIDE 
GOVERNMENT PROCUREMENT AND CONTRACTING 

APPENDIX 

DEFINITIONS 

(i) Allocability of Cost: 

Allocability means the assignment of cost only 
once and on only one basis to any contract or to 
any cost objective. Allocation of cost includes 
both direct assignment and the reassignment of a 
share from the indirect cost pool. A cost is 
allocable if it is assignable or chargeable to a 
particular cost objective, or is incurred specif
ically for a contract, or can be equitably dis
tributed to contracts in reasonable proportion 
to benefits received. 

(ii) Allowable Cost: 

Contract costs which are reasonable and other
wise proper in accordance with the cost principles 
of ASPR XV or PPR Part 15. 

(iii) Procurement Regulation - ASPR or FPR: 

A compilation of Federal procurement statutes, 
orders, regulations, and departmental policies 
that forms the basis of all procurement rules 
and instructions. 

(iv) Ceiling: 

Normally a price ceiling. The definitive con
tract value beyond which no obligation will 
exist for payment to a contractor. 

(v) Change Order: 

Unilateral directive issued by the contracting 
officer, pursuant to the "Changes" clause of 
the contract. 
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(vi) Contract: 

Contract means all types of agreements and orders 
for the procurement of supplies and services. It 
also includes supplemental agreements for new 
work, a bilateral action. 

(vii) Contract Modification: 

A modification is any written alteration in the 
specification, delivery point, rate of delivery, 
contract period, quantity, or other provisions 
of an existing contract. It includes bilateral 
actions such as supplemental agreements, and 
unilateral actions such as change orders, notices 
of terminations, and the exercise of an option. 

(viii) Contracting Officer: 

Contracting officer means any person, civilian 
or military, who either by virtue of his position 
or by appointment in accordance with departmental 
or agency procedures is currently a contracting 
officer with the authority to enter into and 
administer contracts, grants, and agreements. 
The term also includes the authorized represent
ative of the contracting officer acting within 
the assigned, written limits of his authority. 
Contracting officers may be Procuring Contracting 
Officers (PCO), Administrative (ACO), or Termi
nations (TCO). 

(ix) Cost Plus Award Fee Contract - CPAF: 

A cost reimbursement type contract with a base 
fee, a variable fee for performance, and criteria 
for the subjective after-the-fact determination 
of the award fee. 

(x) Cost Principles: 

The cost principles dictate the basis for allow
ability, reasonableness, and the concepts of 
allocability of contractors' costs under cost 
reimbursement contracts and for the negotiation 
of fixed price contracts. 
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(xi) Cost Plus Incentive Fee - CPIF: 

A cost reimbursement type incentive contract 
with provision for a fee that is adjusted by 
formula in accordance with the relationship 
which total allowable costs bear to target cost. 

(xii) Estimated Cost: 

The term traditionally used to define the con
tractually agreed cost point in a cost reimburse
ment contract. At the start of a contract, the 
term "estimated cost" may equate with "target 
cost" (as in an incentive contract); however, if 
cost additions are made or if cost overruns or 
cost growth are recognized and funded, estimated 
cost means the total of all contractually recog
nized costs, including contractual funding of 
undefinitized change orders. 

(xiii) Estimate to Complete: 

Estimated (projected) costs that will be incurred 
from an established date or performance point to 
complete a specified statement of work or task. 

(xiv) Excusable Delay: 

(xv) Fee: 

Delay caused by reasons beyond the control and 
without the fault or negligence of the contractor 
or subcontractor. 

Compensation paid a contractor under a cost 
reimbursement type contract. The law and regu
lations establish certain maximum fees according 
to contract type and nature of the work. Fee 
may mean a fixed fee or a variable fee. In the 
case of fees for nonprofit organizations, fees 
are development or general support allowances. 

(xvi) Fixed Price Incentive - FPI: 

A fixed price type contract with provision for 
adjustment for profit and establishment of the 
final contract price by a formula based on the 
relationship which final negotiated total cost 

132 



bears to total target cost. Incentive contracts 
also may contain adjustments for performance 
elements other than cost control. 

(xvii) Fund Limitations: 

That funding which relates to a line item or 
contract scope of work in an incrementally funded 
contract wherein the funding is set forth by 
appropriate contractual modifications. 

(xviii) Make-or-Buy Program: 

That part of a contractor's written plan which 
identifies the major subsystems, assemblies, and 
components to be developed, manufactured, or 
assembled in its own facilities, or to be purchased 
or subcontracted from outside sources. 

(xix) Negotiation: 

An exception to formal advertising for bids and 
a bargaining technique between buyer and seller. 
Negotiation is any method of procurement to reach 
an agreement by other means than formal advertising. 
Negotiation means "discussion" under RFP solici
tation procedures. 

(xx) Nonprofit: 

Any corporation, foundation, trust, or educational 
institution operated for scientific, educational, 
or medical purposes, not organized for profit, no 
part of the net earnings of which inures to the 
benefit of any private shareholder or individual. 

(xxi) Independent Research and Development - IR&D: 

Research not specifically identified with direct 
contract objectives nor accounted for as a direct 
cost, nor identified specifically with a partic
ular contract requirement. The groupings of 
IR&D projects may benefit a department or agency 
but are required only to encourage advancements 
and improvements in new areas which offer signif
icant scientific or technological promise. IR&D 
is sponsored by the contractor; however, reasonable 
allocations of IR&D expenses may be assigned along 
with appropriate burden expenses to one or more 
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cost objectives on an equitable, consistent 
basis of allocation at a prenegotiated ratt. 

(xxii) Price Analysis: 

Process of examining and evaluating a prospec
tive price without evaluation of the separate 
cost elements and proposed profit of the indi
vidual contractors; as opposed to cost analysis 
wherein separate cost elements are analyzed. 
Price analysis should be used to support or 
supplement cost analysis. 

(xxiii) Privity: 

Describes the relation of right and duty that 
exists between the parties to a contract. For 
example, there is no privity of contract between 
the subcontractor and the Government. 

(xxiv) Solicitation: 

A request by the Government for a priced offer 
to sell; may be by an Invitation for Bids (IFB) 
or a Request for Proposals (RFP). 

(xxv) Subcontract: 

Any agreement or purchase order for performance 
of work or supply of any item required for the 
performance of a higher tier subcontract or for 
a prime contract. 

(xxvi) Supplemental Agreement: 

An entirely new contract agreement negotiated 
by the parties and added as a supplement to an 
existing contract. It is principally used to 
effect modifications to the contract which can
not be made under the "Changestt clause and 
without the consent of the contractor. 

(xxvii) Target Cost: 

The cost initially negotiated for an incentive 
contract, and as adjusted in accordance with 
the contract. It has the single purpose of 
providing a special term which denotes the dol-
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lar criterion to be used for determining the 
allowable cost effect on target fee or target 
profit. 

(xxviii) Target Fee: 

The fee in a CPIF contract which was originally 
negotiated for incentivized effort on the assump
tion that the contract effort would be performed 
and delivered as stipulated in the Schedule of 
the contract at a cost equal to the target cost. 
Target profit refers to FPI contracts. 

(xxix) Technical Direction: 

Project guidance within the general scope of the 
contract which does not cause a basis for increase 
in cost or price, or serve as a basis for 
schedule changes. 

(xxx) Weighted Guidelines Method - WGL: 

A technique to assure consideration of the rela
tive value of appropriate profit factors and for 
use in the establishment of a profit objective. 
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