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The Honcorable Clarence D. Long
House of Representatives

200 post Office tullding i
S . Chesapeake and Washinyton Avenues
Towson, lMaryland 212€4

Dear #r. Long: . ]

Reference is made to your letter dated Jenuary 18,
1978, to this Cffice concerning the statements made by
M&4¥ Puel Company, Inc. (#M&H) relating to the handling
of bids by the Defenre Fuel Supply Center (DFSC). .

i

ueM contends that DFSC is viclating the rights of
small business by accepting "azllior none®™ bidw on line
fitems for fuel deliveries to Government installations
located in different states., 1It!is Hst's position that
such hids should only be accepteil for deliverics to a
single installation thereby permitting smell business
to effectively compete., Further, X&ii states that the
courts have disaﬁproved 0 this type of bidding in Steuart
Petrolevm Comvanv, ot al.Wv. United States of nrerica,
Ug.5.0.Cse .U, Cc, LlVll nctlon ”p- 77‘1333¢;Oct3 ser ll}

MeM's corplaint pertains to paraaraph C35 of solic~
ftation D35AR500=77-R=-0003 issued Ly TPSC for 1759 line
fiters coverlng ACllVC[lQo of fUci for installations located
in Delzwvare, Indigna, %entucky, karylerd, Chio, Tennessece,
virginia, viest Virainia and the District of Columbia for
period coimmencing ARuguat 1, 19771tnroqqﬁ July 31, 1578,
This procurement was not zet asifie for small business,
H&M subpitted bids on 62 line itins and was awarded a
contract for 13 line items for S$[46,647.

Paracraph C35 encouraget bidfiers to bid on an zgqre-
gate or “tic~in" basgis with othc: line items in the so=-
licitation. These line itens represent deliveries of
fuel in cach of the desiapated zfecas. DPSC maintains
that this clause does not discr)iinete acainst small
o business but assists the Governsfnt in obtaxning petro-
! leun products at the lowest costL
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Further in this connection, DPSC explains that
the subject clause grew out of its "Post, Camp and
Station (PCS) program®” by which the Department of
Defense (DOD) and many other Federal agencies obtain’
their ground fuel (gasoline, heating oil, diesel fuel)
requirements., Under the PCS prodram, DOD activities
are generally required to submit all around fuel re-~
quirements in excess of 10,000 gallons per year to
DFSC. MNon-DOD Federal organizations, such as the

' General Services Administration (GSA) and Post Offices

also submit their requirements. It is reported that

the program supports arproximately 9,000 activities

and involves 12,000 line items of fuel being delivered
in the Contlnentul United States, Alaska, Hawaii, Puerto
Rico and the Virgin Islands. .

One of the primary reasons for the PCS program and
the participation of non-DOD Federal organizations in
the program is to obtain lower prices through larger
quantity procurements. The objective was cited in 1968
as one of the major reasons for DFEC assuming the re-
sponsibility for fuel requirements of Civil agencles
from GSA. Further in this connection DFSC solicits
and awards PCS requirements on a regional basis to
obtain the best prices.

In 1976, a Defense Logistics Agency audit team re—~
viewed procurement procedures of DFSC's PCS program. ,
It found that DFSC solicited .each type of fuel at each
activity as a separate line item. Although "tie-~in*
bids were not rejected, the solicitations did not ac-
tively solicit "tie-in" bids. The team further stated
that lacking "tie-in" bids, each line item is a separate
requirement and the price break anticipated from large
quantity procurements could not be fully realized. The
team. recommended that DFSC actively 'encourage "tie-in"
bids for those line items in areas where such bids are
feasible. In accordance with the audit team's recom=-
mendation the clause presently identified as C95 was
approved for use in the PCS program.

We have held that it is always permissible for bid-
ders to submit *all or none®" or "tie-in" bids unless
such, bids are specifically prohibited. 35 Comp. Gen.
383¥(1956). In this regard we have discouraged agencies
from prohibiting the submission of "all or none® or
*tie~in" bids because to do so nay depy the Governnent
the lowest price. 54 Conp. Gen. 395((1974).
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Bagsed on the above we find no basis for holding
that DP53C's policy of encouraging "all or none" or
*¢ie=-in® bids is improper, Regarding its impact on
gaall business it is treported that small business con-
cerns regularly take advantage of DPSC's policy and
receive awerds based on “"tie-in™ bids. ‘Por example,
guch ap award was made to a small business, Rosrda, Inc.
under the IF2 which is the subject of K&ifi's compleaint.

The Steuart Petroleus case (copy enclosed) mentioned
by MeM does not In any way concern the lssue of "all or
none" or "tie-in" bids. 1In that cose the court issued 2
preliminary injunction setting aside DPSC's award to Rearde
of certain line items under the subject IFE hecause of
Roarda's use of an upwardly volatile price escalator in
its bid. ' : . ‘

We hope this infermation satisfies your needs,

Sincerely youre,

Paul G. Dun¥ling

Paul G. Dembling
General Counsel
Enclosure






