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Decision re: SA Industries, Inc.; by Robert Y. Keller, Deputy
Comptroller General.

Issue Area: Pederal Procurement of Goods and Services (1900).

Contact: Office of the Genheral Tounsel: Procuresent Law II.

Budqget Function: Natlonal Defense: Dejartment of Defense -
Procurement & Contracts (058).

organization Corcerned: Department of the Arwy: Army HNedical
Nateriel Agency, Port Detrick, HD.

Acthocity: A.S.P.R. 1-7(35.U4(c). A.S.P.R. 1-902. A.S.P.PR.
1-903.1(L). 51 Comp. Gen. 233. 53 comp. Gen. 384,

A protester asserted +hat the contracting officer acled
improperly in rejecting his bhid on the basis of a preaward
finding that he was not financially responsible. The
determination of nonresponsibility; vas upheld becausc bhiifdar vas
shown to be technically insoclvent and his line of credit vas
fully extended, but the award does not have to be withheld
interainably to perait bidder to cure the cause of
nonresponsibility determination. (RTW)
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MATTER OF: 8A Industries, Inc.
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Contracting officer's decermination that
apparent low bidder was not responsible
due to unsatisfactory financial capacity
is upheld because financial analysis,
based on current balance aheet submitted
by bidder, showed that bidder was techni-
cally insolvent and because bidder's line
of credit was fully extended. Contract

- award need not be withheld interminably
to permit bidder to cure the cause ol a
ronresponsibility determination.

SA Industries, Inc. (SA) protests the award of a
contract to George W. Smyth, Jr. (Bmyth) under invita-
tion for bids (IFB) No, DAMD 25-77-B-0003, issued by the
United States Avrmy Medical Materiel Agency. The IFB
invited bids for lawn maintenance at Fort Detrick,
Maryland.

SA vas the lowest evaluated bidder for one group
of itéms under the IFB. The precuring activity had not -
done business with the protester and a pre-award survey
vas requested through the Defense Contract Administration
Services (DCAS) office, Baltimore, Maryland, Based on
the pre-award survey, the contracting officer found that
the protester wos not financially responsibie for award.
S8ince the contemplated award was less than $10,000, the
contracting officer wag 'not required to forward it to
the appropriate SBA field office for consideration as
to the posaible issuance of & Certificate of Competency.
See Armed Hervices Procurement Regulation (ASPR) B 1-
705.4(c) (1976 ed.). Award was made to the next low
bidder, Smych, on Mazrch 18, 1977, following a favorable
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pre~award survey of that bidder. Thereafter, SA oro-
tested to our Office the rejection of its bid. SA
asserts that the contracting officer acted improperly
in rejecting its %id on the basis of the DCAS financial
analyat's report,

The financial analyst's raport, upon which the con-
tracting officer's decision was based, indirates that
financial reports were requested from SA in January 1977.
BA submitted to the financial analyst a balance sheet
and profit and loass statement which showed a defieit
working capital position and a deficit tangible net
worth., The ceport also contains a record that the
Suburban Trust Company stated to the financial analyst
that the firm's line of credit was fully extended and
that the bank would not make any additional loans to
8A. The report concluded that SA had failed to provide
eviden.e of gufficient funds with which to perform the
proposed contract,

The protester asserts that on March 21, 1977, it
repaid $1,500.00 on its line of credit at Suburban Trus.
Company sO as to assure its ability to obtain further
€inancing. However, the agency states that SA provided
notification on February 28, 1977, of its intention to
pay on "about 10 March 1977" at least $1,500 on its line
of credit, When the agency checked with the bank on
March 14, 1977, SA had not yet made a payment against
its line of credit. The agency also points out that SA
did not nake the promised payment to the bank until
Mareh 21, 1977, the day upon which bids for the rontrant
were to expire, and eleven days after SA had promised the
agency it would make a repayment., By that time the con-
tract had been awvarded to the next low bidder.

The protester also asserts that financial resources
were unnecersary for the performarcce of the instant pro-
curement., It states that the only twu items required to
perform the subject mowing contract are equipment and
labor. The protester states that since it had the equip-
ment and was paying its labor forces, financing was
unnecegsary. The agency, however,.velieves that adequate
f:nancing is necessary to assure payroll paymeunts and to
pay for equipment maint:nance . .J supnlies.
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ASPR 8 1-902 requires that contracts be awarded only
to rasponsible contractors. A prospective cont-actor
must demonatrate affirmatively its responsibility, in-
¢luding that it has adequate finsncial resources, or
the ability to obtain such resources as required during
performance of the contract., ASPR 8 1-903.[(i). The
determination of a prospective contractar's responsibility,
including financial capacity, is a matter left primarily
to the contracting officer and will not be questioned by
our Office unless it is shown by clear and convincing
evidence that the finding of nonresponsibility was unrea-
sonable or not based upon substantial evidence., 51 Comp,
Cen, 233; 53 Comp. Gen, 344 (1973).

In the present case, the contracting officer deter-
mined thLat financing was necessary to satisfy payroll
payments and possible repair needs. 1In our opinioa, this
is not an unreasonable position, The contracting officer
then determined that SA lacked the ability to obtain
financial resources duye to its deficit tangible net worth
and due to its fully-extended line of credit with the
Suburbanf'l‘ruat Couplnj and its failure to make repayment
as indicaved, A contrsct award need not be withheld
interminaviy to cure the cause of a nonresponsibility
determination. On the basis of these firdings, this
O¢tfice finde no basis upon which to object to the con=-
cracting officer's determination of nonresponsibility,

Accordingly, the proteat is denied.

Deputy Comptro let Ganetal
of the United States






