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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-~164153
Dear Senator Pearson:

The accompanying report is in response to your letters of
April 24 and 29, 1968, You requested that we investigate a state-
ment made by Oxwell, Inc,, of Wellington, Kansas, concerning the
rejection of its proposals for overhaul of aircraft parts for the
Oklahoma City Air Materiel Area,

Our review was directed primarily to an examination of
the bases upon which the procuring contracting officer determined
that Oxwell was nonresponsible and, therefore, rejected its pro-
posals, We did not make an overall evaluation of the procurement
activities of the Oklahoma City Air Materiel Area,

Department of the Air Force comments on our draft of this
report are contained in its letters of March 10 and 27, 1969, and
are included as appendixes IV and V, respectively, In accordance
with our discussions with your staff, we have not presented our
evaluation of those comments, However, the Department of the
Air Force has indicated its intention to correct, where appropri-
ate, its preaward survey practices,

We would invite your attention to the concern of the Department
of the Air Force that public disclosure of this report could adversely
affect the professional career of the contracting officer involved,

Sincerely yours,

s (7

Comptroller General
of the United States

The Honorable James B, Pearson
United States Senate
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LIST OF ABBREVIATIONS

USED IN THIS REPORT

AFLC Air Force Logistics Command
ASPR Armed Services Procurement Regulation

DCASO Defense Contract Administration Services Office

D/MM Directorate of Materiel Maintenance
FSC Federal Stock Class
NORS Not operationally ready due to supply

OCAMA Oklahoma City Air Materiel Area
PAS Preaward survey
PCO Procuring contracting officer

RFP Request for proposals
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REPORT ON
CONTRACT AWARDS
FOR OVERHAUL OF AIRCRAFT PARTS

OKLAHOMA CITY AIR MATERIEL AREA

DEPARTMENT OF THE AIR FORCE

INTRODUCTION

Pursuant to letters of request dated April 24 and
29, 1968, from Senator James B. Pearson, the General Ac-
counting Office has reviewed the award of contracts re-
sulting from requests for proposals (RFPs), F34601-68-
R-2216; -2219; -2220; -2221; and -2223, by the Depart-
ment of the Air Force, Oklahoma City Air Materiel Area
(OCAMA), Tinker Air Force Base, Oklahoma. The contracts
were for overhaul of various Federal Stock Class (FSC)
1650 aircraft parts.

Our review was directed primarily to examining into
the bases upon which the procuring contracting officer
(PCO) determined that Oxwell, Inc., was nonresponsible
and thereby rejected its proposals.

We reviewed pertinent records and interviewed re-
sponsible officials at OCAMA, the purchasing activity,
and at the Defense Contract Administration Services Of-
fice (DCASO), Wichita, Kansas, the activity that per-
formed preaward surveys (PASs) of prospective contrac-
tors at the request of the purchasing activity. In ad-
dition, on June 11, 1968, we directed to personnel of
this DCASO specific questions furnished to us by Senator
Pearson. The questionnaire responses by the DCASO per-
sonnel are set forth in appendix I of this report. The
PCO also provided his answers to these same questions on
May 21, 1968, as set forth in appendix III.

The Armed Services Procurement Regulation (ASPR),
section I, provides that preaward data, including infor-
mation obtained from a PAS, should be accumulated for



the purpose of determining whether a prospective contrac-
tor is sufficiently responsible to perform under a con-
templated award.

A PAS is generally made ‘.y the cognizant contract
administration office at the request of the purchasing
office and--at the option of the purchasing office--may
encompass such areas as the prospective contractor's fi-
nancial, production, and quality assurance capabilities.
The office making the PAS is generally independent of
the requesting and buying office.

Oxwell, Inc., Wellington, Kansas, contended that,
although it proposed the lowest prices in response to
RFPs -2216, -2219, -2220, and -2221, its proposals were
unfairly rejected by OCAMA. Oxwell believes that the
PCO at OCAMA declared it a nonresponsible contractor on
the basis of his personal feeling of animosity for
Oxwell's president rather than on the basis of merit.

The RFPs involved contracts of the indefinite-
quantity, firm-fixed-price type. In general, this type
of contract provides for the furnishing of an indefinite
quantity, within stated limits, of specific supplies or
services during a specified contract period. These sup-
plies or services are to be furnished to activities des-
ignated either specifically or by class. These desig-
nated activities schedule deliveries by placing orders
with the contractor. Funds for other than the stated
minimum quantity are obligated by each order and not by
the contract itself. The contract provides that, during
the contract period, the Govermment shall order a stated
minimum quantity of supplies or services and that the
contractor shall furnish this stated minimum. Also, the
contract provides for the contractor to furnish, if and
as ordered, any additional quantities not exceeding a
stated maximum.




PREAWARD CONTRACT ACTIONS

Our review showed that on January 23, 1968, the PCO
was provided a PAS report by DCASO recommending complete
award to Oxwell. The PCO did not agree with the recom-
mendation because the OCAMA technicians that had partic-
ipated in the PAS made a '"no-award' recommendation. The
PCO asked DCASO to supplement its PAS. The DCASO did so
and on February 5, 1968, reconfirmed the recommendation
contaii.  in its first PAS report.

The PCO still did not agree and asked DCASO again
on February 12, 1968, for a further PAS limited in scope
to FSC-1650 items and two specific evaluation factors.
We were advised by DCASO personnel that the PCO re-
quested DCASO to furnish a negative PAS finding. How-
ever, the PCO denies this.

The DCASO made another PAS, assigned a new number,
and this time recommended no award, specifying that fur-
ther PAS requests be withheld until March 31, 1968. The
PCO used the results of the third PAS, in conjunction
with the OCAMA technicians' no-award recommenidation, to
support his conclusior finding Oxwell nonresponsible.

These actions eliminated Oxwell from further con-
sideration for the award of parts overhaul contracts
until the latter part of March 1968. As a result, the
total price to the Government was increased, depending
on the actual numbers of parts overhauled, from about
§7,000, predicated on prices proposed for minimum con-
tract quantities, to about $47,000, predicated on prices
proposed for maximum contract quantities.

We have set forth, under appropriate captions for
each RFP, the chronology of events disclosed by the rec-
ords maintained at both OCAMA and DCASO and by inter-
views conducted with the personnel at both activities.



RFP F34601-68-k-2216

On December 5, 1967, OCAMA issued RFP F34601-68-
R-2216 to 30 prospective contractors. Seven firms re-
sponded with price proposals ranging from $3,458 to
$14,897 for the minimum quantities set forth in the RFP.
Oxwell submitted the lowest price proposal and DCASO was
requested by OCAMA to make a PAS. The request for PAS,
dated January 8, 1968, specified the following factors to
be investigated:

. Technical capability

. Production capability

Plant facilities and equipment
Quality assurance capability

. Labor resource

. Performance record

. Ability to meet required schedule

NoOULpPWwWwN -

OCAMA's request for PAS also indicated that OCAMA person-
el desired to participate in the PAS at the Oxwell plant
on January 16, 1968, and established a reporting deadline
of January 19, 1968.

DCASO received OCAMA's request for PAS on January 9,
1969, and assigned control number 68-1-4 to this request.

On January 16, 1968, the PAS 68-1-4 was made at the
Oxwell plant by a team consisting of three DCASO repre-
sentatives and four OCAMA technicians. The PAS report
was annotated with the statement that, during the course
of this PAS, the DCASO representatives repeatedly queried
the OCAMA technicians as to any questions they might have
or information they might need for additional discussion.
No indication of other than satisfaction was made known
to DCASO representatives by the OCAMA technicians prior
to their departure from the Oxwell plant. 1In verifica-
tion of the fact that OCAMA's technicians made no comment
during the PAS, OCAMA officials advised us that the OCAMA
technicians were instructed to make no verbal comment at
the end of the PAS.



DCASO officials advised us that on the basis of the
PAS at the Oxwell plant and the lack of any adverse com-
ments by the OCAMA technicians who participated in the
PAS, an affirmative report, 68-1-4, recommending complete
award was prepared. This report was approved by the
DCASO Pre-Award Survey Board. Report 68-1-4 dated Janu-
ary 22, 1968, rated as satisfactory all seven factors on
which OCAMA had requested investigation.

On January 23, 1968, when this report was given to
the PCO at OCAMA by a representative of DCASO, the PCO
provided to the DCASO representative the OCAMA techni-
cians' report which was dated January 23, 1968.

The OCAMA technicians' report was at variance with
the DCASO report. The OCAMA technicians' report indi-
cated that, although the Oxwell facilities appeared ade-
quate for performing the repair as stated in the RFP,
past production capabilities displayed by Oxwell had been
and continued to be very marginal insofar as manpower and
skills were concerned. The OCAMA report maintained that
this marginal situation had been continuously noted in
the inability of Oxwell to deviate from any planned work
load schedule in order to respond to the need for urgent
production of any item to satisfy outstanding NORS (an
acronym for not operationally ready due to supply) or Air
Force special project requirements. The report also in-
dicated that this need for production flexibility was
paramount in providing adequate logistic support to Air
Force using activities. The OCAMA report, on the basis
of what was termed '"Production Analysis', conclu¢  that
Oxwell was unable to perform in a manner to meet ...e above
performance criteria of production flexibility.

One of OCAMA's representatives who participated in
the PAS at the Oxwell plant refused to sign the OCAMA re-
port. We interviewed this OCAMA employee and he advised
us that, at the conclusion of the PAS at Oxwell, neither
the DCASO nor the OCAMA team members had any misgiving
over giving Oxwell an affirmative rf :ommendation. On the
day after the PAS, another OCAMA team member, representing
the Directorate of Materiel Maintenance (D/MM) and a par-
ticipant in the PAS, queried him as to whether he noted



that Oxwell was delinquent in meeting its delivery re-
sponsibilities. He replied that there was no support for
such a positicn and that, if Oxwell's deliveries were to
be questioned, D/MM would have to have specific support
for such a position.

The OCAMA employee who refused to sign the repc:t
stated, concerning production flexibility, that Oxwell
had constantly received calls from D/MM urging Oxwell to
expedite its production to provide parts to meet NORS.

He stated further that Oxwell's contracts did not contain
a requirement that Oxwell must expedite to meet NORS
needs. This OCAMA employee said that these calls had
been so frequent at times that they constituted harass-
ment by D/MM. He stated that Oxwell had, nevertheless,
expedited its production and deliveries in accordance
with D/MM requests without benefit of contract amendments
to cover these requests.

We also interviewed the DCASO industrial specialist
who participated in the PAS at Oxwell's plant and he also
advised us that production flexibility was not a con-
tractual requirement. He stated that Oxwell had stopped
production of other items to meet NORS requests from
OCAMA and that this had caused some delivery delinquen-
cies.

By letter dated January 24, 1968, the PCO at OCAMA
requested DCASO to issue a supplement to its first PAS
report, €8-1-4, after full consideration had been given
to the OCAMA technicians' report. DCASO representatives
obtained the additional information, discussed with
Oxwell officials the deficiencies cited in the OCAMA
technicians' report, and ascertained specific corrective
actions to be taker. by Oxwell. By letter dated Febru-
ary 5, 1968, DCASO reconfirmed the affirmative recommen-
dation in its survev report 68-1-4. The summary para-
graph of that letter is as follows:

"In summary, our reevaluation indicates that
wcaknesses have existed in some management
areas. Corrective action has been or is being
instituted to correct these and other



discrepancies noted. Mr. Dwight Thompson,
Presidzat of Oxwell, Inc., is taking a more ag-
gressive management participation which will
insure that the weaknesses menticned are being
corrected. Other established positions to be
immediately filled and not previously men-
tioned, will be full time clerk-typist, packag-
ing supervisor, and instrument technician.

Mr. Thompson, President, and Mr. E. Veail, Vice
President of Oxwell, both have reemphasized
that all contractual commitments will be ac-
complished on RFP F34601-68-R-2216, should con-
tract be awarded. In light of above, we con-
tinue to support our overall affirmative recom-
mendation on this proposal."

The DCASO files showed that on February 12, 1968,
the PCO made his third request by telephone, asking DCASO
to give further consideration to the delivery delinquen-
cies and other deficiencies cited in the OCAMA techni-
cians' report. The files also indicated that the PCO
specifically requested DCASO to confirm or deny the de-
linquent status of 54 items, strictly FSC 1650.

DCASO agreed to make another PAS of Oxwell and as-
signed a new number to this PAS, 68-2-2. This PAS was
limited in scope to only FSC 1650 items and covered only
two evaluation factors, both of which were rated as un-
satisfactory, whereas, in the initial PAS (68-1-4), seven
evaluation factors were considered including the two cov-
ered in PAS 68-2-2 and all seven facto:s were rated sat-
isfactory.

In performing PAS 68-2-2, DCASO analyzed Oxwell's
delivery forecasts and subsequent deliveries on FSC
1650 items only, for the period February 1967 through
January 1968. The percentage of FSC 1650 items delin-
quent each month was determined by DCASO as follows:



Satis- Unsatis- Percent

factory factory Total delinquent
February 1967 6 19 25 76%
March 11 23 34 67
April 13 19 32 59
May 11 14 25 56
June 5 22 27 82
July 13 15 28 53
August 16 3 19 16
September 32 2 34 6
October 45 10 55 18
November 46 28 74 38
December 42 22 64 34
January 1968 61 0 61 0

DCASO determined that the December 1967 delinquency was
attributed to an influenza epidemic among Oxwell employ-
ees. The DCASO analysis showed that Oxwell made up its
December 1967 delinquency and met its January 1968 fore-

cast on all FSC-1650 contracts in January 1968.

The PAS report 68-2-2 was annotated with the follow-
ing comments concerning the above statistical data:

""*** The percentage factor shown therefore may
not reflect the true problems existing which
prohibited fulfillment of forecasted item, but
the Contractor's AFLC Form 392, Part II narra-
tive did not explain the reason for delinquency
in most cases; also in many cases did not refer
to the needed Government Furnished Parts in or-
der to establish DMM personnel follow-u~ on the
required item to aid production. Continued em-
phasis by the Government had been placed with
the Contractor on improvement of the Part II
narrative. The December and January AFLC

Form 392's reflect the needed complete infor-
mation that should have been reflected on the
form in the previous nine months which would
have indirectly reflected, thru this method of
evaluation, a better performance record than as
presently indicated. *%*'




On February 19, 1968, the DCASO Pre-Award Survey
Board, by a split decision, recommended that Oxwell not
be given the award because of its past delivery delin-
quencies. The DCASO Pre-Award Survey Board'‘s recommenda-
tion specified that further survey requests on FSC 1650
items be withheld until March 31, 1968, to allow time for

the contractor's management changes to produce tangible
results.

In the PCO's determination statement finding Oxwell
to be nonresponsible on February 21, 1968, the PCO re-
ferred to DCASO's PAS report 66-2-2 and stated in perti-
nent part:

"Based on information obtained by the Pre-Award
Survey Team, the Contracting Officer determines
that the cited deficiencies are not due solely
to inadequate 'Capacity' as defined in ASPR,
but are deficiencies resulting from the Con-
tractor's failure to apply the necessary tenac-
ity and perseverance to do an acceptable job."

OCAMA then requested DCASO to make a PAS of Lamar
Electro-Air, Inc., the prospective contractor submitting
the second lowest price proposal. At the conclusion of
this survey, OCAMA technicians participating in the PAS
concurred with DCASO personnel in an affirmative recom-
mendation. However, the DCASO Pre-Award Survey Board
held that PAS 68-2-6 showed that Lamar had a high delin-
quency rate and a marginal management and administration
system. These weaknesses are similar to the ones cited
by the Board in the Oxwell survey. The Board recommended
on March 18, 1968, that Lamar not be given the award.

Notwithstanding the no-award recommendation, on
March 25, 1968, contract F34601-68-R-3496 was awarded
to Lamar on the basis of its $4,255 bid and a determina-
tion by the PCO of Lamar's responsibility. In his deter-
mination statement of March 21, 1968, the PCO cited the
OCAMA technicians' report recommending a complete award
to Lamar. This determination statement cited, among
other things, that Lamar's management and administrative
system deficiencies would be overcome because OCAMA



technicians would be dispatched after the award of the
contract to assist Lamar in correcting procedures and be-
cause OCAMA technicians would ensure that any functional
operation required for contract performance would operate
smoothly.

We were advised that, in the past when problems were
encountered, Oxwell also had cooperated with OCAMA in en-
suring that its contract performance would operate
smoothly. OCAMA production personnel, on FSC 1660 items,
advised us that the only production problem encountered
had occurred about December 1967 and that the problem
had been caused by an influenza epidemic at the Oxwell
plant. They stated that several of OCAMA's production
personnel met with Oxwell and DCASO officials at the
Oxwell plant and worked out a weekly production schedule
which brought Oxwell's production to a current status
within a short period of time.

Because the NORS problem was cited in the OCAMA
technicians' report as a significant factor, we asked the
OCAMA production chief about this. He said that Oxwell
had always been very cooperative with OCAMA and had will-
ingly reduced production on some contract items to expe-

dite production on items contributing to NORS conditions
at OCAMA.

In his determination statement of March 21, 1968,
finding Lamar to be responsible, the PCO referred to
DCASO's PAS report 68-2-6 and stated in pertinent part:

'""Based on the information obtained by the Pre-
Award Survey Team, the Contracting Officer de-
termines that the cited deficiencies are not

due solely to inadequate 'Capacity' as defined
in ASPR, but are deficiencies resulting from the
Contractor's failure to apply the necessary
tenacity and perseverance to do an acceptable
job."

We noted that this sentence in the statement finding
Oxwell nonresponsible is identical to one in the state-
ment finding Lamar responsible.



On March 2G, 1968, another PAS, 68-3-6, was con-
ducted at Oxwell's plant, concerning a subsequent RFP,
F34601-68-R-2233, for FSC 1650 items. This PAS also was
made by a joint OCAMA/DCASO team. It disclosed that
Oxwell's December 1967 delivery delinquencies were, for
the most part, recovered by January 10, 1968, and that
contractual delivery requirements on the FSC 1650 items
for January, for February, and as of March 20, 1968, had
been met or had been exceeded. Both OCAMA technicians
and DCASO representatives recommended complete award to
Oxwell. The dates of these events indicated that PAS
68-3-6 was performed at Oxwell's plant 5 days prior to
the date of contract award to Lamar on March 25, 1968.



RFP F34601-68-R-2219

On December 22, 1967, OCAMA issued RFP F34601-68-
R-2219 to 1l prospective contractors. Three responsive
price proposals were submitted on this RFP, with Oxwell,
Inc., proposing the lowest price. DCASO was requested
to make a PAS of Oxwell. Because this request for PAS
was issued by OCAMA about 3 days after its request on
RFP 2216 discussed above, DCASO made a combined PAS cover-
ing both Oxwell proposals. (See p. 5.) Separate reports
were issued for each proposal; however, both reports con-
tained the same recommendation. Based on the same PAS
negative recommendation, Oxwell was held to be nonre-
sponsible; and, on February 28, 1968, contract F34601-68-
D-3354 was awarded to Eberline Instrument Company, the
second low bidder, on the basis of its bid of $1,256.

RFP_F34601-68-R-2220

On January 5, 1968, OCAMA issued RFP F34601-68-R-2220
to 19 prospective contractors. Three responsive price
proposals were submitted on this RFP, with Oxwell, Inc.,
proposing the lowest price. However, because the date of
the proposed award was subsequent to the negative PAS
recommendation of Oxwell and prior to the March 31, 1968,
resurvey date recommended by the DCASO Pre-Award Survey
Board, Oxwell was held to be nonresponsible. (See p. 9.)
On March 11, 1968, contract F34601-68-D-3451 was awarded
to AirCor Industries, Inc., which had proposed the second
lowest price.
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RFP F34601-68-R-2221

On January 5, 1968, OCAMA issued RFP F34601-68-
R-2221 to 27 prospective contractors. Four responsive
price proposals were submitted on this RFP, with Oxwell,
Inc., proposing the lowest price. However, because the
date of the proposed award was again subsequent to the
negative PAS recommendation and prior to March 31, 1968,
Oxwell was again held to be nonresponsible. OCAMA then
requested a PAS of the second lowest price proposal. A
no-award recommendation was reported by the Garden City,
New York, DCAS office, and this prospective contractor
also was held to be nonresponsible.

DCASO was requested to make a PAS of Lamar Electro-
Air, Inc., which had made the third lowest price proposal.
Because it received three requests for PASs of Lamar at
about the same time, DCASO made a single combined PAS and
issued separate reports in reply to each request. These
reports recommended that no award be made to Lamar.
However, on March 27, 1968, contract F34601-68-D-3550
was awarded to Lamar on the basis of its bid of $10,944
and a determination of contractor's responsibility. The
PAS and the PCO's findings were previously discussed in
conjunction with RFP 2216, (See pp. 9 and 10.)

RFP F34601-68-R-2223

On January 12, 1968, OCAMA issued RFP F34601-68-
R-2223 to 29 prospective contractors. Six responsive
price proposals were submitted on this RFP, with Lamar
Electro-Air, Inc., proposing the lowest price. The DCASO
was requested to make a PAS of Lamar, On the basis of
the PAS discussed under RFP 2216, DCASO recommended that
no award be made to Lamar. (See p. 9.) On March 27,
1968, contract F34601-68-D-3565 was awarded to Lamar on
the basis of its bid of $1,733 and a determination of
contractor's responsibility. The PAS and the PCO's find-
ings were previously discussed under RFP 2216. Oxwell,
Inc., did not submit a proposal in response to RFP 2223,



DISCUSSION WITH AGENCY OFFICIALS

At the conclusion of our review, we contacted the re=
sponsible procurement officials at OCAMA to determine what
reviews they had made of these procurement actions. These
officials advised us that, to their knowledge, no special
reviews were made of these procuremer:it actions. They
stated that procurement organization at OCAMA provided for
review of subordinate actions at each ievel. The PCO
stated that he had kept his superiors advised of all de-
velopments on a day-to-day basis. In the opinion of
OCAMA's Director of Procurement, these regular reviews
provided adequate safeguards.

OCAMA officials disputed the statement in the DCASG
survey that Oxwell was not delinquent at the end of Janu-
ary 1968 and agreed to submit figures showing delinquency
at that time. To obtain this delinquency information from
OCAMA records, D/MM personnel had to make a detailed anal-
ysis of 149 line items. This analysis was presented to us
1 week later. It showed that Oxwell might have been de=-
linquent on eight line items. However, a definite deter-
mination could not be made from OCAMA's records. Our re-
view of this analysis showed that Oxwell was not deline
quent on any line item at January 30, 1968. This was sup-
ported by the joint OCAMA/DCASO team's PAS report 68-3-6,
which indicated that Oxwell had met or exceeded its cone
tractual delivery requir:ments for January, February, and
March 1968 on FSC 1650 items.

Because of the question raised by OCAMA procurement
personnel, we revisited DCASO to verify the basis for its
statement that Oxwell was not delinquent at the end of
January 1968. The staff member who compiled the delin-
quency information was firm in his position and stated
that he had rechecked his figures and furthermore had
checked them against Oxwell's records.

Although officials at both OCAMA and DCASO informed
us that a personality conflict existed between the PCO and
Oxwell's president, the PCO denied this. To what extent
this reported personality conflict may have influenced the
procurement actions on FSC 1650 parts is a matter of
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conjecture. We were advised that, as part of a July 1968
reorganization at OCAMA, the PCO no longer had responsi-
bility for FSC 1650 parts. Finally, we have been informed
by OCAMA officials presently responsible for FSC 1650 and
FSC 1660 parts that Oxwell is now considered a good con-
tractor.

AGENCY COMMENTS

Oxwell's objections to its treatment in connection
with these contract awards were forwarded by us to the
Department of the Air Force for comment prior to our field
investigation. The Air TForce statement in response is in-
cluded as appendix II.

Air Force comments on our draft of this report are
contained in its letters of March 10 and 27, 1969, and are
included as appendixes IV and V, respectively. In accor-
dance with our discussions with Senator Pearson's staff,
we have not presented our evaiuation of those comments.
However, appendix V does indicate the Air Force's inten-
tion to correct, where appropriate, its PAS practices.

15






APPENDIXES

17






N

APPENDIX 1
Page 1

QUESTIONNAIRE RESPONSES BY
DCASO, WICHITA, PERSONNEL WHO
PARTICIPATED IN PREAWARD SURVEYS AT
OXWELL INC., WELLINGTON, KANSAS

DCASO personnel: Mr. Paul H. Newberry--Administrative
Contracting Officer
Mr. Paul N. Graebner--Industrial
Specialist
Mr. Harry Darter--Preaward Monitor in
January 1968

Question 1. Did Oxwell, Inc., receive an affirmative on
the preaward survey on RFPs -2216, -2219,
-2220 and -22217?

Messrs., Darter and Graebner stated that PASs were
made of Oxwell on RFP F34601-68-R-2216 and -2219 but not
on -2220 and -2221. The PAS on both -2216 and -2219 were
made at the same time and two surveys were made on each.
The first PAS resulted in an affirmative recommendation
and the second in a negative recommendation. The second
PAS recommended that no iiew PASs be made of Oxwell be-
fore March 31, 1968, which would allow Oxwell time to
correct its problems. RFP -2220 and -2221 fell within
this time frame and, according to Mr. Darter, was prob-
ably the reason no PASs were made,

Messrs, Darter and Graebner provided the PAS regis-
ter which disclosed the following on PASs of Oxwell, Inc.:

PAS serial Number

RFP No. First Second
2216 68-1-4 68-2-2
2219 68-1-7 68-2-3
2220 No review No review
2221 No review No review
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APPENDIX I
Page 2

Mr. Darter stated that the first PAS was made by
DCASO and OCAMA technical personnel. He stated that he
was somewhat disappointed in the OCAMA personnel's ac-
tions during the review in that only Mr. Harville worked
with the DCASO people during the entire review. The
other OCAMA personnel were engaged in checking on the
status of various parts in the production line a good
share of the time during the PAS review. He said that
he questioned the OCAMA personnel as to their position
on the review and that they assured him that they agreed
with the DCASO team members and that the report should
be affirmative in its recommendation. Mr. Darter stated
that he waited several days for the written input from
the OCAMA team members so as to incorporate their com-
ments in the report. He said that, when the reporting
date, January 19, 1968, imposed by the requesting agency
was reached, he was instructed by Mr. R. A. Perry, Dep-
uty Chief, Wichita DCASO, to prepare the PAS report with-
out the OCAMA team members' written input. Mr. Darter
said that he did this and that an affirmative recommenda-
tion was made in the PAS.

Messrs. Graebner and Newberry stated that they and
Mr. R. Valliere made a trip to OCAMA on January 22, 1968,
to discuss Oxwell, Inc., with various OCAMA officials.
They stated that they hand-carried the Oxwell PAS report
to OCAMA with them. Mr. Newberry stated that they met
with the OCAMA officials on January 23, 1968, and that
the PAS report was given to the PCO, John Schultz, at
that time. He stated also that the OCAMA team members'
report was given to Mr. Graebner at the same time that
the PAS report was given to Mr. Schultz. Mr. Newberry
said that Mr. Schultz inquired as to the DCASO recommen-
dation in the PAS and, when told it was affirmative,
questioned DCASO's recommendation without reading the
PAS report. Mr. Schultz cited the OCAMA team's report
which recommended that Oxwell be given a negative.
Messrs. Graebner and Newberry stated that DCASO had been
unaware that OCAMA team members had any intention of
making a negative recommendation. Mr. Newberry stated
that subsequent review of the OCAMA team's report dis-
closed that one team member, the one who had partici-
pated fully with DCASO personnel in the PAS review at
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Oxwell, had refused to sign the OCAMA team's negative
report. Mr. Graebner stated that Mr. Schultz prepared a
series of questions in writing and requested DCASO to
supplement its PAS review by answering the questions.
Mr. Graebner said that he hand-carried the letter to
DCASO on January 24, 1968.

Messrs. Darter and Graebner stated that DCASO per-
sonnel performed the supplemental review and replied to
the PCO on February 5, 1968, reconfirming the affirma-
tive recommendation which DCASO had stated in the PAS
report. Mr. Graebner stated that Mr. Thiemann, Mr.
Valliere and himself made the supplemental review.

Mr. Darter stated that he was called to Mr. Perry's
office to participate in a telephone conference between
Mr. Perry and the PCO. Mr. Darter stated that the call
was routed through Mr. Perry's loud speaker, which per-
mitted people in Mr. Perry's office to participate in
the telephone conversation without need for individual
telephones. Mr. Darter said that, during this telephone
conference, Mr. Schultz stated that he wanted a negative
PAS recommendation which would teach Mr. Thompson (Pres-
ident, Oxwell, Inc.) a lesson and that he wanted Mr.
Perry to get on the bandwagon witnh him and make another
PAS. Mr. Darter staced that Mr. Perry told Mr. Schultz
that he wanted to help Mr. Schultz but that it would
take a little time to do another PAS. Mr. Darter said
that Mr. K. Groskinsky of DCASO was present in Mr.
Perry's office during this telephone conference. Mr.
Darter could not recall the date on which this conversa-
tion took place.

Mr. Newberry stated that the PCO contacted him by
telephone and requested that Oxwell, Inc., be given a
negative PAS recommendation. He stated also that he had
informed Mr. Schultz that Oxwell, Inc., had been given
an affirmative recommendation in the last PAS and that
the affirmative was based on the opinicn of DCASO's
technical staff. Mr. Newberry stated further that he
had tnld Mr. Schultz that, as the PCO, he (Mr. Schultz)
could ignore the recommendation in the PAS and not award
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the contract to Oxwell, Inc., if he so desired. Mr.
Newbeirry stated that this telephone call occurred arcu.i.’
February 12, 1968, but that he could not be sure of the
exact date.

Mr. Graebner stated that about February 12, 1968,
he was called at Oxwell, Inc., by Mr. Perry, and was re-
quested to gather contractor's records on certain con-
tracts which the OCAMA 1650 group ‘Mr. Schultz is PCO
for FSC 1650 items) had cited as baving line items in a
delinquent delivery status on the basis of AFLC Form 392.
Mr. Graebner stated also that Mr. Perry said he wanted
the records to evaluate past d-linquencies by Oxwell un-
der these contracts. Mr. Graebner said that he brought
the records to DCASO and that the following day he was
told by Mr. Perry to run a desk audit of the records to
evaluate Oxwell's past performance and ability to meet
schedules. Mr. Darter who had monitored the first PAS
review was not asked to do this audit. Mr. Graebner said
that he was told to restrict his review to specific FSC
1650 contracts and line items cited in the OCAMA team's
report on the first PAS. Mr. Graebner said that this
review was restricted at Mr. Perry's direction to a com-
parison of forecast production to actual deliveries
shown on AFLC Form 392, He said also that this review
gave no consideration to possible differences between
monthly forecasts and contract delivery requirements,
Mr. Graebner said further that this approach did not re-
flect Oxwell's overall performance or give consideration
to past performance under individual completed contracts.
Mr. Graebner stated that he was unaware that this work
would be done under a new PAS serial number until he was
handed two new report forms showing new numbers. He
said that he submitted the results of his review with
t..« new reports which bore PAS serial numbers 68-2-2 and
68-2-3, Mr. Graebner stated that, during the Pre-Award
Survey Board's review of these reports, he was called to
Mr. Perry's office and asked how he could be assured
that corrective actions then being taken by Oxwell, Inc.,
would correct its delivery delinquency problems. Mr.
Graebner stated that he informed the board and others
present in the office (Messrs. Groskinsky, Allen, Pryor,
and Thiemann and Major Creswell) that he knew Oxwell's
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management officials and Oxwell's internal systems and
felt that the corrective actions could be readily accom-
plished without major problems to Oxwell. Mr. Graebner
stated that Mr. Perry said that he had been dealing with
Oxwell for 8 years and was prejudiced against the con-
tractor's ability to readily change.

Messrs. Darter and Graebner stated that, on the ba-
sis of this second PAS which was limited to twc of 13
rating factors cited in the survey forms, the Pre-Award
Survey Board at DCASO recommended that Oxwell, Inc., not
be awarded contracts under RFP -2216 and RFP -2219.
They further stated that the board was split in its de-
cision, with Contract Divisicn representative, Mr. Jim
Pryor, taking exception to the recommendation. Messrs.
Darter, Graebner, and Newberry stated that the Pre-Award
Survey Board makes the final decision on all negative
recommendations and can make recommendations contrary to
the PAS teams' conclusions if it believes such recommen-
dation is warranted.

Question 2. If Oxwell received an affirmative, on what
standards was the affirmative based?

Mr. Darter, the preaward monitor during the first
PAS review, stated that the affirmative recommendation
was based on Oxwell's technical ability, including tool-
ing, personnel, experience, quality assurance, and abil-
ity to meet schedules. He said that the review was made
in accordance with PAS requirements contained in DSA
Production Manual 8300.1, DCRS regulation 8305.1, ASPR
appendix K (K100-K304) and ASPR part 9, paragraph 1-900
to 1-907.

Mr. Graebner stated that the second PAS, resulting
in a negative recommendation, was based solely on
Oxwell's past delivery performance and ability to meet
schedule of FSC 1650 only without considering Oxwell's
performance under other FSC contracts or Oxwell's overall
performance as a Government contractor.
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Question 3. What Air Force personnel were on the panel
or committee?

Mr. Darter stated, and the OCAMA team members' re-
port supported the fact, that the following Air Force
personnel participated in the PAS:

Mr. Alton G. Savage OCNNPA
Mr. Raymond J. Peters OCNNTA
Mr. James Finch - OCNNTA
Mr. Charles Harville OCPWDA

Question 4. Did Mr. Schultz question the original affir-
mative recommendation?

Messrs. Graebner and Newberry stated that Mr. Schultz
questioned DCASO's affirmative recommendation, when given
the PAS at OCAMA, before he had read the PAS report. Mr.
Graebner stated that a supplemental review was made, PAS
68-1-4 and 68-1-7, because Mr. Schultz questioned the
affirmative recommendation given to Oxwell, Inc., by
DCASO.

Mr. Newberry stated that, during a meeting at OCAMA
on January 23, 1968, Mr. Robert Valliere and he heard
Mr. Schultz question the integrity of Oxwell officials.
He stated that, when Mr. Schultz made this statement,
Mr. Valliere asked Mr. Schultz if he was aware of the
meaning of the word integrity. Mr. Newberry said that
Mr. Schultz stated that he knew the meaning of integrity
but that he still questioned Oxwell's integrity.

Question 5. Did Mr. Perry of DCASO substantiate the af-
firmative by any correspondence after being
questioned by Mr. Schultz?

Messrs. Darter and Graebner said that Mr. Perry
signed the DCASO reply to Mr. Schultz's request for sup-
plemental review under the first PAS and that the answer
reconfirmed the affirmative recommendation for Oxwell,
Inc.
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Question 6. Were any DCASO personnel, including your-
selves, advised by Mr. Schultz that he was
out to give Oxwell, Inc., a negative on the
above RFP's, and that he wanted Mr. Perry to
support him on this decision?

Mr. Darter stated that he was told this during the
telephone conference cited under question 1. Mr.
Newberry stated that on February 16, 1968, while attend-
ing a training course at OCAMA, he overheard a telephone
conversation between Mr. Schultz and Mr. Perry of DCASO.
He said that Mr. Shultz asked Mr. Perry where the nega-
tive PAS report was, that it was due at OCAMA on Febru-
ary 16, 1968, per their agreement. He stated that Mr.
Schultz asked Mr. Perry to ''get in bed with him" on the
matter of a negative PAS recommendation for Oxwell.

Question 7. Did Mr. Schultz ask any of you, or any Gov-
ernment personnel of DCASO, to destroy the
records of the affirmative PAS, and come in
to him with a negative after the 2nd evalua-
tion?

Messrs. Darter and Graebner said they had not been
asked to do this. Mr. Newberry stated that he had not
been asked either; however, he believed that the assign-
ing of a new PAS serial number and the creation of a
second PAS package would serve to isolate the previous
affirmative PAS from consideration.

Question 8. Were any of you requested by Mr. Perry to
reevaluate Oxwell, Inc., and recommend a
negative? If so, what contracts and what
items did he request you to base your opin-
ion on? Were you instructed to choose the
only contracts and items that might be de-
linquent, and use only those, rather than an
overall evaluation of all contracts and all
items as you had done in the past, and ad-
vised Oxwell, Inc., that they were an 85 to
90 percent contractor? 1In your opinion, was
this a means of evaluation requested by Mr.
Perry to satisfy Mr. Schultz and to document
Mr. Perry's records?
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Mr. Graebner stated that, on February 13, 1968, he
was requested by Mr. Perry to reevaluate Oxwell's per-
formance and ability to meet schedule (factors 12 and 13
on DD Form 1524) on the basis of only those FSC 1650
contracts and line items cited as problem items in the
OCAMA technical representatives' report on the first PAS.
Mr. Graebner stated that his evaluation was restricted to
those line items for the period February through August
1967 but was expanded to all active FSC 1650 contracts
and line items for the period September 1967 through
January 1968. Mr. Graebner provided information showing
that his review of January 1968 activities covered 61 of
a total 364 active line items at Oxwell. These 61 line
items represented all FSC 1650 active line items at
Oxwell during January 1968. Mr. Graebner said that he
believed that this reevaluation was made to satisfy Mr.
Schultz. Mr. Graebner stated that he did not know the
effect of this on Mr. Perry's personal records.

Question 9. Did Mr. Perry call new members to the panel
after Oxwell was reevaluated? If so, did
all members vote negative and why? If he
called or appointed new members to the
panel, could it be that these were people
that could be influenced by Mr. Perry, re-
gardless of their personal opinion?

Messrs. Darter, Graebner, and Newberry stated that
the membership of the Pre-Award Survey Board is estab-
lished by internal directive and remains fixed for the
most part because provision is made for alternate mem-
bers in the case of absence of an assigned board member.

Mr. Darter stated the board did not necessarily
have to pass on an affirmative PAS. The first PAS was
signed by the Pre-Award Survey Board Chairman, Mr. Ed
Dickmeyer. The supplement reply was signed by Mr. R.
Perry. The second PAS was reviewed by the PAS Board:
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Mr. E. K. Groskinsky - Chairman
Mr. L. E. Allen - Member (Quality control
representative)
Mr. J. J. Pryor - Member (Contract division
representative)
Mr. Robert Perry - Advisor, Small Business Admin-

istration Representative

Messrs. Darter and Graebner stated, and the PAS re-
port showed, that Mr. Pryor did not concur in the nega-
tive recommendation given Oxwell on the second PAS.

They also stated that they understood Mr. Allen had re-
fused to vote for a negative but subsequently changed
his position.

Question 10. After Oxwell, Inc., had been given the neg-
ative recommendation and a PAS was run on
Lamar Electro-Air, how was this company
evaluated? Were they evaluated by the same
standards as Oxwell, Inc.? If so, what
were the findings? Was an affirmative
given by the Wichita DCASO or a negative?
If a negative was given, did Mr. Schultz
try to influence any one from DCASO to rec-
ommend an affirmative?

Messrs. Darter and Graebner stated, and the PAS
file showed that the DCASO review team gave Lamar an
overall affirmative, although Factor 12, performance, was
unsatisfactory. They said that the OCAMA technical rep-
resentatives also recommended an affirmative. Messrs.
Darter and Graebner stated that DCASO's Pre-Award Survey
Board unanimously recommended a negative award. This was
true for the following PAS reviews:

Pre-Award

RFP No. Serial No.
2216 68-2-6
2221 68-2-11
2223 68-2-5
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Mr. Darter stated that Lamar Electro-Air, Inc., was
evaluated by the same standards as those used in the
Oxwell, Inc., PAS review. (See question 2.)

Messrs. Darter, Graebner, and Newberry stated that
they did not have knowledge of any contact with DCASO by
Mr. Schultz regarding the negative PAS recommendation
for Lamar. They stated that the PCO ignored the nega-
tive finding and awarded contracts to Lamar under RFPs
-2216 and -2221.

Mr. Graebner stated that Mr. W. Lantz (OCAMA) had
told him that, after Oxwell was given a negative recom-
mendation, the second low bidder (a New York firm) also
was given a negative and that, by the time Lamar was
considered, OCAMA was hurting for parts.

Question 11. Have any of you heard Mr. Schultz question
the integrity of Oxwell, Inc., or any of
the officers? Do you think Mr. Schultz let
personalities enter into his decisions con-
cerning the negative for Oxwell, Inc.?

Mr. Newberry stated that he had heard Mr. Schultz
question Oxwell's integrity at a meeting at OCAMA on
January 24, 1968. (See question 4.) Mr. Newberry
stated that Mr. Schultz had questioned Oxwell's offi-
cers' salaries and types of cars owned by them at vari-
ous negotiation meetings. He stated that he had heard
Mr. Anderson (OCAMA quality technician) tell Mr. R.

Perry (DCASO) that personalities were definitely involved
in Mr. Schultz's actions regarding Oxwell, Inc.

Messrs. Darter, Graetner, and Newberry stated that
they believed Mr. Schultz did let personalities enter
into his decisions concerning the negative recommenda-
tion for Oxwell, Inc.

Question 12. Have you heard Mr. Schultz discuss salaries
of officers of Oxwell, and state that they
were just bleeding the company, and would
eventually sell it out?
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Mr. Newberry said that he had (see question 11) and

that he had heard Mr. Schultz state that Oxwell's owners
were just lining their pockets. He stated that Mr.
Schultz has also complained on various occasions that
Oxwell's bids were too low, which seemed inconsistent
with his other statements.

Question 13. Did any of you hear Mr. Schultz make the
statement that he was going to keep Oxwell,
Inc., from getting any more contracts?

Messrs. Darter, Graebner, and Newberry stated that
they had not heard Mr. Schultz make this statement.

Question 14. Why do you think Mr. Schultz would override
the negative given by DCASO and award the
contracts to Lamar if both companies were
evaluated equally?

Messrs. Darter, Graebner, and Newberry said that it
was probably due to a pressing need for parts. Mr.
Newberry said that another consideration could be that
the OCAMA technical representatives bad given Lamar an
affirmative.
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DEPARTMENT OF THE AIR FORCE
HEADQUARTERS UNITED STATES AIR FORCE
WASHINGTON, D.C.

SUBJECT:

Protest of Oxwell After Award of Contracts
-2219, -2220, and -2221

Honorable Elmer B. Staats
Comptroller General
of the United States

Dear Mr. Staats:

1. This is in response to letter B-164153, dated 9 May
1968, requesting a report on subject protest. Enclosed
with that letter was a list of 14 questions forwarded
by Senator Pearson. He asked that they be answered by
Mr., Newberry and Mr. Graebner, both employees of the
Defense Contract Administration Services Office {DCASO)
at Wichita, who were involved in PreAward Surveys (PAS)
of Oxwell, Note that they are not Air Force personnel.

2. The protester contends that the Oklahoma City Air
Material Area (OCAMA) rejected the low offer of Oxwell,
in each of the subject cases, in favor of higher offers
without good cause during the early months of 1968.

3. Our review of this matter discloses that during the
first half of CY 1967, Oxwell performed very poorly with
respect to deliveries of one group of overhauled products,
namely, FSC (Federal Supply Class) #1650 Hydraulic Air-
craft Accessories required under an Air Force contract.

In fact, Oxwell shipped during that July, only 18% of the
items Oxwell had forecasted on Oxwell's June AFLC (Air
Force Logistics Command) Form 392 (Monthly End Item
Report). This is extremely serious when combat planes

are not operationally ready hecause of a shortage of these
overhauled accessories,

4. A team from OCAMA found that part of Oxwell's diffi-

culties were due to Oxwell's haphazard receipt, inspection,
and storage of GFP (Government Furnished Property) and

Underwnite Your Country’s Might - Buy U.S. Savings Bonds
~ZMR
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failure to adequately maintain a "clean area." While
Oxwell's prices were attractively low and the work very
satisfactory, these other factors concerning timely
delivery were most important. Consequently Oxwell was
invited to OCAMA for a thorough discussion of these
matters early in September. At this meeting, Oxwell
promised to take corrective action immediately in the
form of hiring one zdditional employee to handle GFP,
improving maintenance of a '"clean area', and arranging
to tighten management controls of forecasted delivery
schedules as represented in its AFLC Form 392 reports.
Based on these promises, an award was again given to
Oxwell.

5. In December 1967, a review was undertaken and it was
found that Oxwell had not made any great improvement.
Oxwell's reports reflected 38% delinquent deliveries for
November and 34% for December. As stated above, such a
delinquency 1is a serious matter.

6. In preparation for the awards of the subject series
of contracts for the overhaul of FSC #1650 hydraulic
accessories, the contracting officer on 8 January 1968
sent a formal request to the DCASO at Wichita for a PAS
on Oxwell. The regular DD Form 1524 was used which
serves as both a request and a basic report form. It
carried a notation to the effect that an OCAMA team
desired to participate in the survey and suggested

16 January 1968 as a tentative date for the visit to
Oxwell so that a report could be completed and mailed by
DCASO on 19 January 1968. The Contracting Officer indi-
cated that the following factors were to be checked, --
technical capability, production capability, plant
facilities and equipment, quality assurance capability,
labor resource, performance record, and ability to meet
required schedule. Item 11, Labor Resource, had an
asterisk which referred to the following notation:

"Labor resource should be adequate and qualified in
sufficient quantity to meet required delivery
output set forth in PART IX of the schedule with
consideration given to contractor's present and
proposed workload."
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Unfortunately, r thing was said about the immediate past
experience with Oxwell deliveries of overhauled FSC #1650
accessories. As a result the factors were evaluated by
DCASO on the overall capability and past performance of
Oxwell and special attention was not directed to the de-
linquencies in delivery of FSC #1650 items.

7. On 22 January 1968, DCASO completed the DD Form 1524
and mailed a full report to the Contracting Officer. Since
it was a general survey, DCASO found Oxwell satisfactory
and recommended complete award. The participating OCAMA
team made a separate report to its own office, but it was
not mailed to DCASO until 23 January 1968. This OCAMA
survey report dealt primarily with Oxwell's inability to
make dependable delivery forecasts (AFLC Form 392) and
failure to prope:ly manage GFP. Consequently this latter
report recommended a negative PAS.

8. On 24 January, the Contracting Officer was in posses-
sion of the two conflicting reports and he wrote to DCASO
requesting a supplemental PAS to reflect DCASO‘'s consider-
ation of the OCAMA team report. Additionally, he asked
for comments on a number of specific questions relating
primarily to management of GFP and deliveries. He did not
suggest a change in recommerdation. A DD Form 1524 was
again used but the only factors checked were performance
record and ar.lity to meet required delivery schedule.

9. Upon recorsideration, with the addition of the OCAMA
team report, the DCASO four members of the survey team
were not in agreement as to the proper recommendation.
However, in accordance with established procedures, DCASO
formally recommended that no award on FSC #1650 items be
made to Oxwell for the time being.

10. It must be recognized that PAS recommendations, or
those of other similar surveys, are not binding on the
Contracting Officer. He must exercise his own judgment

in the light of all available information and that
includes informal oral reports as well as the Contracting
Officer's personal observations. The Contracting Officer
must make a determination as to a prospectlve contractor's
probable performance as required by ASPR 1--902. When

(9]
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deliveries are of paramount importance to the flying
mission, prices alone are not controlling. We are of the
opinion that the Contracting Officer was justified in

rot making awards to Oxwell for overhauling FSC #1650
hydraulic accessories during the time period in question.
The Contracting Officer's adverse declsion was no reflec-
tion upon the ability or integrity of the Oxwell firm or
its personnel.

11. Subsequently, Oxwell was again the lowest of several
bidders by a considerable margin. Accordingly, the
Contracting Officer sent the following telegram to Oxwell-
on 8 April 1968:

"Subj RFP F34601-68-R-2233. Bids on subj RFP have been
received and evaluated indicating your firm as low
bidder. Comparison reveals your bid appears to be
excessively low. Request you verify the prices quoted
by retura msg no later than 12 Apr 68.

John W. Schultz
Contracting Officer
Directorate, Procuremeat & Production”

The foregoing action is required by ASPR 2-4C6é.i and 406.3
(e) (1) whenever the Contracting Officer believes a bidder
may have made an error in a bid or quotation. He would be
remiss in hie duty 1f he fails to require confirmation of
a very questionable price. In this instance, Oxwvell con-
firmed the validity of its bid by return wire on 9 April
1968,

12. A 1.4S performed jointly by the same DCASO and an OCAMA
team late in March 1968, in connection with award under the
above mentioned RFP F34601-68-R-2233, disclosed that Oxwell
had made substantial and very evident improvements in its
management of GFP and in its 'clean" areas. Deliveries
were also on schedule. Consequently, Oxwell was awarded
the contract under this RFP.

13. You will find that the above historical review con-
tains the answers to most of the specific questions
submitted by Senator Pearson., We do not believe that any
useful purpose would be served by having the DCASO employees,
designated by the Senator, personally answer these questions
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on an individual basis. 1In fact, any attempt along that
line would tend to generally suppress future free expression
by them and others in the performance of their duties. Such
a result would be most unfortunate. As noted in one of the
upper paragraphs, PAS panels are not expected to always act
in unanimity. Some difference of opinion is very beneficial
and is to be encouraged, not discouraged.

14. 1In conclusion, we recommend the protest be denied.
If you desire any additional information or comments, we
shall be pleased to furnish them, on request.

Sincerely
\>/ Lﬂc‘ A TP l Atch
Protest File
W. ¥. KRAEMER

Doputy Chief, Procurmant Oper~tiens Divislon
Directorate, Procurement Polisy, DCS/S&L
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CONTRACTING OFFICER'S STATEMENT ON QUESTIONS
SUBMITTED BY SEMATOR PEARSON
REF: RFP's -2216, -2219, =2220 & 2221 21 MAY 1968

1. QUESTION:
Did Oxwell, Inc. receive an affirmative on the PAS on the above RFP'5?
ANSWER :

Oxwell, Inc. received a FAS complete award recommendation on RFP 2216
on 22 JAN 68. Information contained in the PA3 was in contradiction
to information supplied by the OCAMA Technical Team and also to know-
ledge acquired by the Contracting Ofiicer and industrial specialist
during prior investigation of Oxwell's deliquent contracts. This con-
tradiction concerned primarily the evaluation factor of "Satisfactory
previous Performance".

2. QUESTION:
If so, on what standards was the affirmative based?
ANSWER :

A meeting was held at OCAMA 23 JAN 68 to discuss Oxwell's overall pre-
formance as a responsible contractor. This meeting was requested by
DCASO, Wichita and attended by the Contracting Officer and industrial
specialist. Mr. Graebner was questioned as to the criteria he applied
in deter: ning that the ccntractor had a satisfactory past performance
record. He replied that he was unsure what criteria to use due to the
interrelationship of serviceable output and reparable generations with
adequate M & O support parts. Guldance was requested from the procuring
activity personnel.

J. QUESTION:
What Alr Force personnel were on the Panel -~ or Committee?
ANSWER :

N¢ Air Force personnel were on the PAS Board. The OCAMA Technical Team
acted in an advisory capacity only.
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QUESTION:
Did Mr. Schultz of OCAMA question the original affirmative?

ANSWER :

The Contracting Officer in performing his evaluation of the PAS information
did question the PAS recommendation of a satisfactory performance record

in light of the known poor past performance of Oxwell. Copies of corres-
pondence concerning deliquencies are contained in the OCAMA Technical Team
report under the PAS for RFP -2216. These reports date back to July 1967.

QUESTION:

Did Mr. R. Perry of the Wichita Office substantiate the affirmative by
any correspondence after questioned by Mr. Schultz?

ANSWER :

The original PAS on RFP -2216 was dated 22 JAN 68 and did not reflect
any consideration of the OCAMA Technical Team recommendations which
were not available until 23 Jan 68. The Contracting Officer by letter
2L JAN 68, requested a supplement to the PAS after full consideration
was given to the OCAMA report and also full consideration to the infor-
mation obtained by DCASO personnel at the 23 JAN 68 OCAMA meeting ( See
2 above) which cast serious doubts as to the contractor applying the
necessary tenacity and perseverance to successfully complete his con-
tractual responsibilities in a timely manner. A confirmation of the
original affirmative PAS was received 5 Feb 68. However the complete
information requested by the Contracting Officer in his letter of 24
JAN 68 was not furnished and has not been furnished as of this date.

QUESTION:

Were any of the Wichita Air Force Personnel, including either of yourselves,
advised by Mr. Schultz that he was out to give Oxwell, Inc. a negative on
the above RFP's and that he wanted Mr. Perry to support him on this decision?

ANSWER :

This is a baseless charge which i3 not supported and is in direct con-
tradiction to the actions and the time expended by the Contracting Officer
in properly evaluating Oxwell's responsibility.

QUESTION:

Did Mr. Schultz ask either of you, or any Government personnel of the
Wichita Office, to destroy the records of the affirmative PAS, and come
into him with a negative after second evaluation?
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7. ANSWER:

The answer to this is a simple and emphatic NO. The contract files on
all subject RFP's contain copies of the complete PAS reports on RFP's
-2216 and -2219.

8. QUESTION:

Were either of your requested by Mr. Felry to re-evaluate Oxwell, Inc.

and recommend a negative? If so, what Contracts and what Items did he
request you to base your opinion on? Were you instructed to choose the
only Contracts and Items that might be delinquent, and use only these,
rather than an over-all evaluation of all Contracts and all Items as you
had done in the past, and advised Oxwell, Inc. that they were an 85 td

90% Contractor? In your opinion, was this a means of evaluation requested
by Mr. Perry to satisfy Mr. Schultz and to document Mr. Perry's records?

ANSWER ¢

The re-evaluation of Oxwell was requested by the Contracting Officer in
his letter of 2L JAN 68 to resolve inadequacies in the original PAS. Mr,
Newberry!s and Mr. Graebner's evaluation of Oxwell as an 85 to 90% Con-
tractor using the criteria discussed at the 23 JAN 68, meeting, is open
to much questioning since the criteria used is faulty.

9. QUESTION:

Did Mr. Perry call new members to the Panel after Oxwell was re-evaluated?
If so, did all members vote negative, and why, if he called or appointed
new members to the Panel, could it be that these were people that could

be influenced by Mr. Perry, regardless of their personal opinion?

ANSWER :
No comment appropriate.
10. QUESTION

After Oxwell, Inc. had been given the negative, and PAS were run on

lamar Electro-Airo, how was this Company evaluated? Were they evaluated
by the same standards as Oxwell, Inc.? If so, what were the findings?
Was an affirmative given by the Wichita Office or a negative? 1If a
negative was given by the Wichita Office, did Mr. Schultz try to influence
any one from the Wichita 0ffice to recommend an affirmative?

ANSWER :

The discussion of Lamar Electro-Air is not germain to a determination of
responsibility on Oxwell.
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11 & 12, QUESTION:

Have either of you heard Mr. Schultz question the integrity of Oxwell,
Inc. or any of the Officers? Do you think that Mr. Schultz let per-
sonalities influence his decision? Have either of you heard Mr. Schultz
discuss the salaries of the Officers of Oxwell, and state that they
were just bleeding the Company, and would eventually sell it out?

ANSWER :

In the meeting held at OCAMA 23 JAN 68, many comments were made by all
personnel concerning their experience with Oxwell as a responsible
supplier, When a contractor has a poor record of past performance

and when specific discrepancies are called to his attention and adequate
corrective action is not taken immcdiately by the contractor, then
rightfully the intregity of Oxwell should be questioned. ASPR 1-903.1(iv)
requires that prospective contractors have a satisfactory record of
integrity. Mutual responsibility and integrity is a fundmental in the
relationship between the Air Force and its contractors if we are to
accamplish our tasks in the most effective manner. This reference to
integrity was discussed only at the closed and confidential meeting
between D/MM, D/PP and DCASO to evaluate Oxwell's responsibility and
could only become known to the Contractor through unauthorized disclosure
by personnel attending this meeting. This is a violation of ASPR 1-907
regarding the disclosure of Pre-Award Data outside of the Government.
The informant(s) were obviously unfamiliar with the definition of the
word integrity as applied to a business since it concerns only the
soundness of its management policies - especially strictness in the
fulfillment of contracts. The question of any individual's integrity
was not discussed. Any comments made on officer's salaries, selling
out, etc., were made in the context of discussion on possible motives
which might account for the contractorl!s presistent refusal to honor

his contractual obligations. The Air Force is not required nor do we
expect to deal with marginal contractors. To do so indicates a failure
of the Contracting Officer to exercise his responsibilities and com-
promises our prime objJective of i.liable support.

13. QUESTION:

Did either of you hear Mr. Schultz make the statement that he was going
to keep Oxwell, Inc. from getting any more Contracts?

ANSWER :

This statement is unfounded and easily disputed by the record. Follow-on
orders under existing contracts were placed with Oxwell during the JAN
thru MAR 68, period and a new award has been made to Oxwell on Contract
F3L601-68-D=3802, dated 10 APR 68, based on a favorable Pre-Award Survey
indicating that Oxwell was makirg satisfactory progress in correcting
their management deficiencies.
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QUESTION:

Why do you think Mr. Schultz would over-ride the negative given by the
Wichita Office, and award the Contracts to lar » if both Campanies were
evaluated equally?

ANSWER ;

The evaluation of Lamar was conductcd IAW ASPR 1-PART 9 just as the
evaluation of Oxwell was conducted. Each prospective supplier must
stand on his own record of responsibility.

GENERAL COMMENTS :

The protest file contains documented evidence of Oxwell's poor past
performance and management deficiencies. Although these deficiencies
have been repeatively called to the contractor's attention in both
personal conferences and correspondence, Oxwell has never submitted
any evidence to the Contracting Officer repuditating these deficiencies
nor has he contacted the Contracting Officer in any way to demonstrate
that he intends to apply the necessary management planning to successfully
meet his contractual obligations. The contractor gives the impression
that contractory to ASPR 1-902 he is not required to demonstrate res-
ponsibility but that the Contracting Officer must prove that he is not
responsible. This poor attitude might account for the fact that more
administrative time is expended in managing contracts with this con-
tractor than can reasonably be expected of the Air Force.

bk

:QJontracting Officer
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DEPARTMENT OF THE AIR FORCE
WASHING | OM

OFFICE OF THE SECRETARY

MAR 10 1969

Dear Mr. Bailey:

The Secretary of Defense has asked me to reply to
your letter of January 6, 1969, providing copies of your
draft report to the Congress on '"Review of fiward of
Contracts for Overhaul of Aircraft Parts at Oklahoma City
Air Materiel Area, B-164153." (OSD Case #2878)

We have reviewed the subject report. This case
presents two separate questions. First, was Oxwell
improperly denied award of the contracts in question?

Second, was the contracting officer biased against
Oxwell?

With respect to the first question, the Air Force
has little to add to its letter to Mr. Staats, dated
June 18, 1968, set forth as Appendix I1 to your report.
We would deal with the few discrepancies between the
report and our referenced letter as follows.

First, we believe refereuces Lo the atffirmative
pre-award survey should be tempcred by greater reference
to the contracting officer’'s personal experience with
Oxwell during CY 1967 as discussed in paragraphs 3, 4,
and 5 of our letter. For example, DCASO's reliance on
Oxwell's promised correction to eliminate further delivery
delinquencies on FSC 1650 items, referenced on page 7
of your report, should be considered in context of the
disappointing experience the contracting officer himself

had had with similar promises by Oxwell during the latter
mouths of 1967,

Second, page 11 of your report states that "PAS (No.
68-3-6) was performed at Oxwell's plant five days prior
to the date of contract award to Lamar on March 25, 1968."
The report should also point out, however, that the PAS
report was not received from DCASO by the contr cténg
officer until March 27, 1968, Paragraphs 6-10 of the Air

T

was of poor quality.
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Force letter of June 18, 1968, on the matter to Mr.
Staats explains the sequence of events that preceded
this controversial contract award. The contracting
officer's decision not to make an award to Oxwell was
based on facts and information available to him before
the DCASO conducted the March 1968 review of their
earlier PAS. Time delays in processing the contractual
document for mailing resulted in a formal award date to
Lamar which preceded the receipt of the new PAS report
by only two days.

The decision to award the contract to Lamar Electro-
Air, despite the negative PAS by the DCASO board, was
supported by the fact that the OCAMA team members con-
sidered this firm responsible and the DCASO team members
had individually recommended an affirmative reply. The
paragraph quoted on page 11 of your report was included
in the Contracting Officer's determination through error;
the immediately preceding paragraph of the determination
adequately supports the conclusion in the immediately
following paragraph of that document.

In conclusion with respect to the first question,
we believe it important that the report clearly point out
that, under ASPR, the responsibility and duty of making
the decision as to whether the prospective contractor is
responsible or nonresponsible on each separate procurement,
rests squarely and solely on the contracting officer. Such
decisions are a matter of judgment, and due to the nature
of the criteria to be considered, individuals may reasonably
differ in their conclusions. PAS recommendations are
advisory only. 1In the light of continuing Oxwell delivery
delinquencies during 1967, the failure of Oxwell to promptly
make corrections as promised, and the "'mo award'" recom-
mendations of the OCAMA team participating in the PAS, we
would not conclude that the contracting officer was acting
in bad faith when he decided Oxwell was nonresponsible
insofar as FSC 1650 items were concerned.

Subsequent events have borne out the wisdom of the
award to Lamar. We recommend that your report set forth
the facts which substantiate this conclusion so as to
place in full perspective all pertinent considerations
bearing on the subject. For example, all items were
delivered by Lamar under this contract on or ahead of
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schedule. Furthermore, Oxwell has now made proper changes
in its organization and procedurcs and has become a good,
low-priced supplier with timecly deliveries of FSC 1650
overhauled parts.

The second problem presented by this case consists
of the serious charges made against the contraciing officer.
Without exception, the contracting officer denies improper
conduct. The charges of bad faith and arbitrary denial
of a contract award are among the most serious that can
be leveled against a contracting officer. While the
remarks allegedly made by the Contracting Officer can be
characterized as intemperate, we do not beliecve they con-
stitute bad faith, or an unwillingness to consider each
contract award or its merits. Awards to Oxwell later in
1968 by this same Contracting Officer support this view.

Further, we can look at the overall record of the
contracting officer in question. He has a college back-
ground in engineering and technical fields, with considerable
experience in private industry. He recently completed the
National Security Management Course, by correspondence,
conducted by the Industrial College of the Armed Forces.

He entered federal service in 1961 as a GS-9 Procurement
Agent, was promoted to a GS-11 in 1962, and a GS-12 in
1964, serving in this grade to the present time.
Supervisory personnel, who were in daily contact with

this man during the events in question, have the highest
regard for his integrity, impartiality, and competence.

He has consistently discharged his duties in a professional
manner and at no time have his supervisors had occasion to
question the propriety and wisdom of his decisions. His
official actions in this particular matter were sanctioned
by management wich a full awareness of the various factors
concerned.

Reassignment of this contracting officer some months
ago was the result of a Hq AFLC directed reorganization
of the Directorate of Procurement and Production. Re-
sponsibility for overhaul was combined with spares
procurement and he was seclected to fill the position in
the important B-52 Aircraft and Missiles Branch due to
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his demonstrated abilities and past record. He is
currently performing in an outstanding manner.

In view of the above circumstances, we strongly
urge that your report be appropriately revised and
particularly that Appendices I and III be deleted before
public release. Publication of the report in its present
form could adversely affect the professional career of
this contracting officer. We believe that would be most
unfortunate in this case where (a) he made sound decisions
on the contract awards in question, (b) there is no
evidence of improp+~iety, and (c) the contracting officer's
record is otherwise excellent.

If additional information or clarification is needed,
please let us know.

Sincerely,

AAROR-J. RACUSIN
Deputy Assintant Secretasy
Mr, Charles M, Bailey (Procurement )
Director, Defense Division
U. S. General Accounting Office
Washington, D.C.
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DEPARTMENT OF THE AIR FORCE
WASHINGTON 20330

OFFICE OF fHE ASSISTANT SECRETARY

MAR 2 7 19509

Dear Mr. Bailey:

In further reference to your draft report,
entitled "Review of Award of Contracts for Overhaul
of Aircraft Parts at Oklahoma City Air Materiel Area,
B-164153" (0OSD Case #2878), discussion was held at
the Pentagon on March 25, 1969, with your representa-
tives. At the request of Mr. James Hammond, we are
enclosing copies of instructions recently issued on
the matter of Pre-Award Surveys (PAS). This new
emphasis by the Air Force on the use and conduct of
such surveys is designed to correct the deficiencies
noted in your draft report in that area.

Our most recent inquiries regarding Oxwell's
relationship with the OCAMA buying activity fails to
disclose any significant problems. Oxwell has received
several rather large orders for contractual services
during recent months and they currently have an RFP
for future requirements.

We will be pleased to meet with you again if you
consider that such is necessary to resolve any con-
tinuing problems relating to this case,

Sincerely,

D Do

ROBERT F. TRIMBLE
Attachments Colonel, USAF
Mititary Assistant to the
Mr. Charles M. Bailey Daputy Assistant Secretary
Director, Defense Division (Procurement)
U.S. General Accounting Office
Washington, D.C. 20333
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DEPARTMENT OF THE AIR FORCE
WASHINGTON

OPFICE OF THE ASSISTANT SECRETARY

15 JAN 1969

MEMORANDUM FOR GENERAL LINDBERG, AFSPP
SUBJECT: Pre-Award Survey Procedures

In two cases recently brought to my attention,
there has been an apparent failure on the part of our
buying activities to logically follow pre-award survey
(PAS) procedures. One involved Adventureline Manu-
facturing Company in the procurement of munitions; the
other involved Oxwell, Incorporated in the procurement
of overhaul services for aircraft parts.

In both cases, the PCO after requesting a PAS was
either constrained from or most reluctant to accept
the findings of the contract administration office per-
forming the PAS. I find from the evidence made avail-
able to my office relating to the two cases that there
are some apparent difficulties in our PAS policies and
procedures. My observations follow:

a. Rationale for requesting a PAS. The PpCO
should have in his possession sufficient information
to satisfy himself that a prospective contractor cur-
rently meets the minimum standards set forth in ASPR
1-903 to perform under the requirements of the specific
procurement being considered. (Ref ASPR 1-905.1(a)).
If the information currently in hand definitively pre-
cludes an affirmative determination of responsibility,
a PAS should not be requested. However, if the facts
are not sufficiently persuasive to support a finding
of non-responsibility by the PCO, yet of a nature to
cast a doubt on the ability of a contractor to perform
a contract successfully, ASPR 1-905.1(c) requires that
the purchasing office notify the contract administration
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office about the contractor's deficiencies. 1In any
event, we do not see the logic in our PCO's requesting
a PAS and then resisting acceptance of an affirmative
finding based on information available to the PCO from
sources other than that provided by the PAS survey.

b. Participation in the PAS by personnel from
the buying activity. ASPR Appendix K-203.1(b) states
that representatives of the purchasing office or other
activities shall participate in pre-award surveys when
requested by the contract administration office or as
desired by the purchasing office. We should insure
that our PCO's are being represented during the PAS for
our critical procurements. 1In the two cases brought to
my attention, the PCO was represented, but the repre-
sentatives did not comment or otherwise assist the PAS
monitor in making judgments on contractor responsibility.
I consider this to be a very serious deficiency which
must be corrected {f such is a common practice.

c. Working relationship with DCAS. Both of
the two cases referenced above indicate a lack of
cohesiveness in the PAS team effort. The facts assoc-
ifated with the cases suggest that we need better under-
standing between Air Force and DCAS personnel regarding
(i) the manner in which the surveys are conducted, (ii)
the position and responsibilities of PCO representatives,
and (1ii) DCAS consideration of factors considered
important by the PCO. 1 am confident that the DSA
Deputy Director for Contract Administration is just as
interested as we in working out mutual problems in this
area.

Request that your staff take those actions deemed
appropriate to insure the proper use of the PAS as an
instrument in determining contractor responsibility,

g/;%g,aéw

AARON J, RACUSIN
Deputy Assi{stant Secretary
(Procurement)
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