
COMPTROL.lER GENERAL. OF THE UNITED STATES 

WASHINGTON, O.C. 20548 

B.J.75337 

Claude Michael 
A Division ot Jriuosball Industries 
96714 Tel.star Avenue 
El M:mte, California 91731 

Attention: Mr. Mike McBride 

Gentlemen! 

JAN 3 197J 

Further reference is made to Y'OU?' letter of February 29, 
l'R2, and subsequent ~nc.e, r»neerning the ~ ot a 
contnct aated l>ecembc 23~ 1971, to H. It. &Uey and Associates,_ 
undal' iltvit&tion for bids Wl!'Ol•72•B-O;o4; 1asued by the United 
states Army Wea,pom O:mnand) Bock I-slAM, nlinois, as e. total 
silaU business set-aside; f'or. the ~.ot sol.derlng irons. 

Thne bids were rece-:lved and opened on lbved'>er 3, 1971. 
1be low bid_, from lfexaeon Eleetrlc Company, was found nonresponsive. 
YoUl' bid, which was next low, represented that the soldering iron 
WOUld be manufactured by OUR; a large bu.sinetm. Since the pro
c~nt was a anaU 'bU:sinass set-ad.de• requirl.Ilg the items to be 
JrAni:lfacttll'ed by o. amall business concern,, your bid was -rejected as 
nonnapona1w. Since the 1*t low bid, fl'OD\ H. N. Bailey and 
Aatociatea, included the re.qu.ired Stal!l.U b11si®Ss self eertification, 
it was consi~ eligible and award was made to Bailey on December 23, 
1971. Yoo ~ notified by the cont%'&cting of.ficel" of th:U a.ward by 
letter dated January 5, 1972. 

By letter dated Feb.ru.ary 29 ~ 1972, you advise the contracting 
offloer that: 

·~o the best of Jey' knoWledge, H. N. Bailey & Attsociatea is 
al.so supplying products manufactured by UlllAR ~n filling 
this contract. 

"Agldn, to the but of ~ knowledge~ H. N. Bailey & 
Associates• ~ever, does not discl.ose that he Ul l!Bking 
this purcbUe diftctly from UJQR, but frtO anotbe'l' $tl8l1 
buainea1 concern called Kit ~ck Compmzy l~ted at the 
Sal'De address as H. N. 'Bailey a Associates,. Santa Ana_. 

.. ·,:. ~.. ·. i 
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Cslif'o~. Further, I uncl~Htand that the- Kit l?aek 
CopllY is purcha.sing these parta :f'rotll mtlAR on a Kit 
Pack »Ul'¢hUe order and R. N. Bailey & Associates, in 
turn, is repurchasing them i'f'Otll the Kit ~ Company; 
th.us 1mplying that tM perts in question a;re not ~i:ag 
purchased :from umAR, a. large business concern, but 
tram Xit Pack ComptuJy, a small buaine-ss ~. 

"Additio~, both c~s to the best ·of our 
knowledge, a.re awned aM. e:ontl'Olled by~ N .. Jlailey~ 
who aeeordiDg to Dunn & Bradstreet is listed e.s president 
ot both companies .. 

0 If' the foregoing 1nfQX'Dation ia correct, H. ,. n. Bailey & 
Associates was a-.rded the Rock Island contract through 
a techniee.llty tbat we did not employ, Qit a price higher 
tha.n our q~tion; comequently' J we together with the 
gove:r.ument and public are penall2ied by forthl'ightly dis• 
cJ.osing that we wen purchaSing the s:pecif1ed rrts 
d..irectl.J' frOl'll. tnmR, a large buinesa ~. j 

The same i~tion was include.d in your lette to oil?' Office. 

The record sbt.:ww11; ba.$ed upon an investigation by the Defense 
Colltn.ct Adminiet:ration Servi~s Dist.riat~ Analle1nt. eaJ.ifornia1 tbat 
the R. N. Bailey and Associates C®spany is a small business tll&flU• 
~urer, but is in £aet purcbaaing the units u:nder a subcontmct 
t.rcm the Kit ~ c~, a ari:all business co~rn separately -owned 
by the same people who own H. N. Bailey, and looated &t the. same 
address. DCMID f'urther advises that Kit Pack Company Ls b~nng 
patented ~neut i:arts from Eldon Industries 1 the parent ~ o:f 
UDR, a large b11Sines.s1 and .manufacturing the soldering tips and 
totally assembling and. ~ng the complete writs. 

Our Office bas held that, so· lo?Jg as t}W mall bU$iness firm, 
vhich ha.a •ubeontl'&Oted. a major portion oft~ Wl"k to large business. 
make.s aoae significant contribution to the manufacture or pl-oduction 
ot the contract end item, the eontraetua.l requil"ement that the end 
itom be manufactured or ~ced by BW.l business concerm h¥ been 
met. See 49 Comp. Gen. 4l,ip43 (1969), and 39 Comp. Gen. 435f(1959). 
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Stnoe the Kit Pl.Ck Comp&ny, " mmll 'bnsine•• eonoorn. it !)el' ... 
t01"21'.dllg 'W01'k whi<!h aigl'dfi.etmtly contrtbut•D· to the manutaetUN 0£ 
the end ittru, it ia oonnl~ that the •nd it$ ia• in aigtdtieant 
pt.rt, produe.d. by mlll.ll. ~u.sineu .. Alt~ it·~· tbat H. N .. 
!ailttY" 1a !lOt the me.mxft\eturer Qt the i tel!l to bt supplied ~ the 
aubject proc~,. it _. aevertbs.l.ett qualifted tor ~ as • 
"smll bnaiuu mliillt.nutaeturer" under •PPli<l&ble SSA tegltl&tiom 
~it. .U 1m'Dishit>g t~ product ot -.·aMll bWlims; CQllee:rn. # 
See .. ct1mt 121 .. 3...S(b) of the SM :n«Ul&'tiomi llnd 44 ~. ~n. 271 IY 
(1964).. ln c<mtruv; ~ur bid ..a ntjeoted. since y-ou 1ndicated th&t 
the entire end. item would. be mtmuft.aturtd by & iarg. buaineu. 

r~, untl$:r lop.Pllebl& ~~tionii. the contracting 
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otticer vu require4. to •aetpt H. N. Baile-/'~ e:flf'-cert1.f1<iation of 
being a sall bUsilles• and t.ht ma.nufaoturer ot th& items to be furnished, 
u.nlue he poueBMli information to the ~ • wltleb 11 wt indicated 
be::te. Armed &Mctt.li Pr~nt Regtil&tion l•703{a)(a).f AJ.so1 the 
~ti<l'.IUI prov~ that a st~ protest v.ill be considered timel,y onl.y 
1r it is cub!ltitted t() tbt ~tl."aeting otfi~ witbin nw. 'WOl'ki:Q& dafa 
attv bid opening. ~ s.uch protest i• not timely or i• reMiV$i 
attw e.'iUU'd,, SB.\ 1• to be advi~ rm the p~ of coruti~tion 
111 any future proc~a. 

Acctmt~, YOU2:" ~st is denied .• 

V<WY truly fOtlt'S 1 

R.P.KELLER 
r De:puty Comptrou~ ~ 

Gt the· United Sta.te:a 

. ··. 




