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INTRODUCTION

This booklet is prepared not only to provide a source of reference 
for those manufacturers and merchants who already consider the 
Navy as a regular customer, but also to explain, generally, the proce
dure for those who wish to participate in “Selling to the Navy.” 
I t  is not to be considered as a text of official regulations but merely 
a broad explanation of the method of conducting the business of the 
Navy, issued with the hope that it may assist those interested.

Selling to the United States Government presents a large field for 
consideration by industry. The necessary routine of purchase is not 
mysterious nor is it particularly burdensome, taking into consid
eration the essential requirements demanded by law. I t  is feared 
that some firms hesitate to deal with the Government through lack 
of knowledge of proper procedure, fear of official formality, or mis
information. In an endeavor to correct such misapprehensions, this 
booklet is made available.

Those who desire to have business relations with our Federal Gov
ernment should consider themselves in the dual capacity of business
men and of citizens. I f  there are rules which are considered ham
pering and obstructive, they might well be considered as safeguards 
both to the businessman and to the Government. I f  some elements 
of procedure appear to be irksome, impatience should be tempered by 
the thought that the procedure complained of may be for the dealer’s 
protection both as a businessman and a citizen. Rules of procedure 
may be based on legal requirements as well as established principles 
of purchasing, demonstrated as efficient over a long period of time. 
I t is with the hope of dispelling the rather general impression that 
the Navy’s business is complicated and differs from the regular course 
of trade that this attempt is made to outline existing procedure and 
make it clear that qualified businessmen who have not been hereto
fore interested will be welcome to participate in the business side of 
our Navy.

(V)



GENERAL GOVERNMENT RESTRICTIONS

The principal difference between buying by the Federal Govern
ment and buying by private concerns is in the legal restrictions im
posed on Federal procurement. A commercial concern has a latitude 
almost unlimited by law as to what it wishes to buy, when, and from 
whom, and may negotiate its contracts formally or informally with 
firms with which it prefers to do business. I t  may modify specifi
cations, the conditions of purchase, inspection, and delivery, and 
otherwise direct its purchasing activities in any manner which seems 
expedient. With the Federal Government, the rigidness of proce
dure is due to the restrictions imposed by law and by regulation for 
the purpose not only of insuring economy in the expenditure of pub
lic funds but also of protecting the legitimate and reputable business
man.

The Congress has enacted many laws affecting Federal purchases 
which concern contractural relations. The wide diversity and varied 
application of these statutes preclude any discussion herein which 
could be of value to a prosepctive bidder on Government contracts. 
Federal contract law, with its many ramifications in itself presents 
a perplexing problem to the administrators of the Government’s busi
ness ; the application of the statutes as interpreted by decisions of the 
courts, opinions of the Attorney General and decisions of the Comp
troller General increases these problems. The businessman need not, 
however, be discouraged by these legal restrictions, as all routines of 
procedure have been well established and are explained as clearly as 
possible.

The major restrictions surrounding the Government’s purchasing 
structure which constitute the essential difference between Govern
ment and private procurement are:
1. Contracts are awarded only to manufacturers and regular dealers.

These terms are defined as follows:
A manufacturer is a person who owns, operates, or maintains a factory or 

establishment that produces on the premises the materials, supplies, articles, or 
equipment required under the contract and of the general character described 
by the specifications.

A regular dealer is a person who owns, operates, and maintains a store, ware
house, or other establishment in which the materials, supplies, or equipment of 
the general character described by the specifications and required under the 
contract are bought, kept in stock and sold to the public in the usual course of 
business.
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2. Purchases are made on specifications.
These specifications set the standard of quality desired, and are binding alike 

on all bidders. This feature insures an equitable relation between quality and 
price which puts all bidders on a common ground.
8. Requirements are given wide publicity.

The wants of the Government are made public long enough in advance of 
the time set for the formal opening of bids to allow all interested bidders suf
ficient time to prepare and submit their bids. Advertising takes the following 
forms:

(a) Advertising in newspapers;
(b) Advertising by notices placed in public places;
(c) Advertising by means of distribution of proposal forms to known

sources of supply.
If. Competitive bidding.

Bids are invited and received on the common basis of specifications and 
general conditions binding on all alike.
5. Bid bond required except under certain conditions.

The bid bond is a guaranty by authorized sureties that the bidder will, 
within the time specified in bis bid, enter into contract and give proper bond 
for its performance.
6. Sealed bids.

Bids are received up to the hour specified for the opening; then publicly 
opened, read, and recorded. Bids received after the hour set for the formal 
opening, unless delayed through no fault of the bidder, are returned unopened.
7. Bids must be formal.

Bids shall be prepared on the forms provided for the purpose, and must be 
formal in all respects. They shall be signed on behalf of the bidder by a person 
authorized to do so.
8. Bids of competitors are available after opening date for examination by

interested parties.
9. Preference is given to articles of domestic manufacture or production.
10. Award is made to the lowest satisfactory bidder.

The lowest satisfactory bidder is that bidder who is either a manufacturer 
or a regular dealer and who offers suitable material, in a formal bid, at the 
lowest price.
11. As a general rule, contracts are reduced to writing and signed by both 

parties.
12. Performance bond is required under certain circumstances.

The performance bond, with authorized security, indemnifies the Government 
against the failure of the contractor to perform all the terms of the contract 
18. Deliveries are rigidly inspected to determine compliance toith the specifi

cations and the terms of the contract or order.



NAVY PROCUREMENT
The Navy Department is one of the largest of the procurement 

agencies of the Government because of the magnitude and diversity 
of its material requirements. The urgency of the current needs in 
connection with the National Defense Program are so important that 
there is a desire to expand and develop responsible sources of supply 
as rapidly as may be practicable.

I t  is difficult to imagine anything within the range of material 
existence which the Navy may not be required to purchase. Prac
tically every human demand which would arise from a city of approx
imately 150,000 must be supplied to Navy personnel. In addition to 
the human demand there are technical and professional requirements 
such as ships, guns, ammunition, machinery, and instruments of pre
cision. To these needs must be added those which arise from the sev
eral large shipbuilding and manufacturing establishments which the 
Navy maintains.

The duty of procuring materials is, with the few exceptions here
inafter noted, centered in one office, and the buying power of that 
office must command the serious attention of the business world. In 
addition to purely monetary considerations every manufacturer and 
dealer should today familiarize himself with the requirements of the 
armed services in order that he may take his proper place in the 
industrial effort for national preparedness.

(3)
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THE BUREAU OF SUPPLIES AND ACCOUNTS
The Navy, in general, adheres to a centralized purchasing system.
The Bureau of Supplies and Accounts, under the direction of the 

Paymaster General of the Navy, is the Navy’s central purchasing 
office for supplies and materials. The common requirements of the 
various naval activities are received on a replenishment schedule 
which spreads throughout the year, both the burden of purchasing 
and the demands on industry. These requirements are consolidated, 
prepared into schedules or invitations to bid and purchased in quan
tity lots for delivery to the major activities.

The Bureau of Supplies and Accounts acts administratively on 
requisitions for materials which are to be purchased by offices located 
elsewhere than in Washington. Purchases in the so-called field 
usually comprise items found necessary to meet a specific project 
(as distinguished from standard supplies for general issue), articles 
required to meet an emergency, products of a perishable nature, and 
articles required in such small quantities that consolidated procure
ment would not be justified.

Thus the Bureau of Supplies and Accounts is the centralized pur
chasing agency and either procures directly or has supervision over 
the purchase of all materials required by the Navy, except:

The Bureau of Yards and Docks prepares schedules, opens bids, 
and makes contracts for public works (i. e., buildings, dry- 
docks, etc.) involving both labor and material in construction.

The Bureau of Ordnance purchases ammunition, arms, and gun 
forgings.

The Judge Advocate General of the Navy, in conjunction with 
the Bureau of Ships, contracts for the construction of ships at 
private shipyards.

The Marine Corps performs all its own purchase functions.
A manufacturer or dealer who desires to participate in the Navy’s 

material requirements on a large scale, will find that the purchases, 
for a majority of commodities, are made by the Bureau of Supplies 
and Accounts. When a firm is interested in local requirements, appli
cation should be addressed to the Navy field procurement agencies in 
the territory with which such firm is concerned.
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The addresses of the several purchasing agencies are as follows:

Departmental

Bureau of Supplies and Accounts, Navy Department____ Washington, D. C.

Field

(In general confined to items of small value, usually supplied by local firms)

Supply Officer, Navy Yard____________________________ Portsmouth, N. H.
Supply Officer, Navy Yard------------------------------------------- Boston, Mass.
Supply Officer, Navy Yard--------------------------------------------Philadelphia, Pa.
Supply Officer, Navy Yard--------------------------------------------Washington, D. C.
Supply Officer, Norfolk Navy Yard_____________________Portsmouth, Va.
Supply Officer, Navy Yard_____________________________Charleston, S. C.
Supply Officer, Puget Sound Navy Yard_________________ Bremerton, Wash.
Supply Officer, Naval Air Station______________________ Norfolk, Ya.
Supply Officer, Naval Air Station--------------------------------- Pensacola, Fla.
Supply Officer, Naval Air Station, North Island_________ San Diego, Calif.
Supply Officer, Naval Air Station---------------------------------- Lakehurst, N. J.
Supply Officer, Naval Air Station----------------------------------Anacostia, D. C.
Supply Officer, Naval Powder Factory--------------------------- Indian Head, Md.
Supply Officer, Naval Proving Ground--------------------------- Dahlgren, Ya.
Supply Officer, Naval Academy--------------------------------------Annapolis, Md.
Supply Officer, Naval Mine Depot_____________________Yorktown, Va.
Supply Officer, Naval Station-------------------------------------- Key West, Fla.
Supply Officer, Naval Training Station-------------------------Great Lakes, 111.
Supply Officer, Naval Aircraft Factory, Navy Yard______ Philadelphia, Pa.
Supply Officer, Submarine Base-------------------------------------New London, Conn.
Supply Officer, Naval Research Laboratory, Anacostia Sta

tion________________________________________________Washington, D. C.
Officer-in-Charge, Navy Purchasing Office--------------------- Newport, R. I.
Officer-in-Charge, Navy Purchasing Office, 90 Church St—  New York, N. Y.
Officer-in-Charge, Navy Purchasing Office, Civic Center---- San Francisco, Calif.
Officer-in-Charge, Navy Supply Depot, Naval Operating

Base_______________________________________________Norfolk, Va.
Officer-in-Charge, Naval Supply Depot, Naval Operating 

Base_______________________________________________  San Diego, Calif.

Mailing lists of manufacturers and regular dealers, classified ac
cording to the commodities enumerated, are maintained by each of 
the purchasing agencies listed above. Companies which are interested 
in receiving invitations to bid should apply for inclusion of their 
name in these lists of prospective bidders by addressing a separate 
letter to each of the purchasing agencies which they are in a position 
to supply. Such letters should name the commodities upon which 
bids will be submitted and give sufficient information to establish 
the qualifications of the company as a bona fide manufacturer or 
regular dealer in the materials which are offered to the Navy. Per
sonal visits of company representatives to purchasing offices are not 
considered necessary.



NAVY REQUIREMENTS

The general range of the Navy’s requirements can best be presented 
by the following list of standard classes into which Navy supplies are 
segregated for accounting and storekeeping purposes:
ACIDS, chemicals, cleaning compounds, soaps, etc.
AIRCRAFT and aircraft materials.
AUTOMOTIVE and railroad supplies.
BELTING, gaskets, hose, leather, packing, and rubber.
BOILERS, engines, etc.
BOAT and ship supplies.
BOATS, life rafts, etc.
BROOMS and brushes.
BUILDING materials.
CORDAGE, hemp, oakum, twine, etc.
DRY GOODS—clothing, textiles, etc.
DRY GOODS—gloves, insignia, shoes, etc.
ELECTRICAL ACCESSORIES, wiring, and illuminating devices. 
ELECTRICAL APPLIANCES and equipment.
FIRE SURFACING and heat insulating materials; foundry ap

paratus.
FOREST products.
FUEL.
FURNITURE.
HAND TOOLS.
HARDWARE—general.
INSTRUMENTS of precision, including accessories, outfits and spare 

parts.
IRON and STEEL.
LIGHTING apparatus (nonelectric).
MACHINE TOOLS, accessories, outfits, and parts.
MUSICAL instruments, accessories and parts.
MACHINERY and equipment for Navy Yard use.
MESS gear and galley equipment; laundry apparatus. 
NONFERROUS materials.
OIL, grease, and lubricants.
ORDNANCE equipment.
PAINTS, varnishes, etc., and ingredients.
PLUMBING and steam fittings, bathroom accessories, valves, etc.
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PROVISIONS.
PUMPS.
RADIO equipment, accessories, parts, and supplies. 
RECREATIONAL apparatus.
SHEET METAL products.
STATIONERY, office equipment, and supplies.
WIRE and wire rope; electric cable and wire.

There are about 60,000 items of supplies and equipment in com
mon use by the Navy. These are practically all listed in the Navy 
Standard Stock Catalog. All items appearing in this catalogue have 
a standard nomenclature and a standard stock number for use within 
the service. The standard nomenclature is based on the plan of 
arranging the descriptive words in order of importance. Thus, 
white cotton canvas is known as “Canvas, cotton, white,” followed by 
number and grade, and a standard-thread steel machine screw with 
flat head is known as “Screws, machine, steel, flathead, standard,” 
followed by diameter, threads per inch, and length.

The standard stock number is made up of the standard class num
ber, first initial of the nomenclature, and serial number. Thus, can
vas, cotton, white, No. 4, medium, is standard stock number 24-C-6. 
This standard naming and numbering is an insurance against mis
understanding and error. These standard designations are not used 
in schedules and other papers furnished to the public because of the 
possibility of confusion with commercial terms.

The Standard Stock Catalog is not distributed to the public by the 
Navy. For information as to sections procurable from the Superin
tendent of Documents, see below.

Navy Stock Catalog

That portion of the Federal Standard Stock Catalog applicable to 
the Navy is known as the N-Supplement. The N-Supplement is 
called, for convenience within the Naval Service, the Standard Stock 
Catalog and consists of the following:

Preface to the Federal Standard Stock Catalog.
Section II, Part 1—Classes for storage and issue.

Part 3—Storage and stowage notes.
Part 4—Code for numbers and phrases.
Part 5—Care and preservation of supplies.
Part 6—Explanatory notes.

Section VI, Stock Classes (listed by Superintendent of Documents as 
sec. 2, pt. 6).

Much of the Navy Stock Catalog can be procured from the Super
intendent of Documents under the names of the individual parts 
and classes. For a complete list see Price List 75, issued by the
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Superintendent of Documents, Washington, D. C., to whom appli
cations for the price list and orders for items covered thereby should 
be addressed.

Federal Specifications

All Federal Specifications are sold by the Superintendent of 
Documents. See Price List 75, issued by the Superintendent of 
Documents, Washington, D. C., to whom applications for the price 
list and orders for items covered thereby should be addressed.

Navy Specifications

Navy Specifications are available for issue to contractors and 
prospective contractors only. They may be procured gratis from 
the Bureau of Supplies and Accounts or Navy purchasing activity 
issuing invitations to bid.



ACCEPTABLE LIST OF APPROVED MATERIALS

The Navy Department maintains a list of products which require 
test prior to purchase. This list, together with the names of the 
manufacturers, and trade or other identifying data concerning the 
products which have been tested and approved, comprise the 
Acceptable List of Approved Materials.

When materials requiring test and approval prior to purchase 
are included in a schedule inviting bids, the specifications and the 
general conditions on the schedule specify that the Government re
serves the right to reject bids on brands or products which have not 
been subjected to the required tests and found satisfactory. The 
specifications and schedule invite the attention of manufacturers and 
bidders to this requirement, and urge them to forward samples of 
such products which they may propose to furnish to the Government 
in the future, in order that the tests may be made.

Such tests are made at the expense of the manufacturers; this 
includes the furnishing of samples and costs of transportation to and 
from point where tests are made. I f  samples submitted prove unsat
isfactory, consideration is given to the requests of manufacturers for 
additional tests only after it is clearly shown that changes have been 
made in the product with reference to the method of manufacture, 
etc., which the Navy considers sufficient to warrant conducting 
additional tests.

The commodities purchased under the prior-test, or acceptable list 
method are limited as far as possible to products which come within 
one or more of the following classifications:

1. Products requiring elaborate testing apparatus which is not available
to test the individual deliveries.

2. Products which require a long time for testing.
3. Products of such character that testing upon delivery does not indi

cate the lasting qualities or performance value.
4. Products which cannot be tested completely without destruction.
5. Products which are purchased on performance, or work value, where

it is necessary to set up the factors which show the relationship
between performance and price.

6. Products requiring costly tests which cannot be applied to individual
deliveries.

The listing of a product on the Acceptable List of Approved Ma
terials does not preclude inspection of actual deliveries.

The Acceptable List of Approved Materials is a restricted publica
tion; it is not distributed outside the Naval service.

( 9)
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The term, “requisition,” is used in the Navy to designate the form 
on which one bureau or office of the Navy makes a request on the 
Bureau of Supplies and Accounts for the furnishing by purchase 
or from stock certain material and supplies. The bidder or contrac
tor is not concerned with the requisition except perhaps to note the 
serial number, which might be used in preparations of bids or other 
papers. These requisitions require official approval depending upon 
the circumstances; those for purchase are finally approved by the 
Bureau of Supplies and Accounts, either for bureau purchase or 
purchase by a local purchasing officer near the point originating the 
requirement.



ADVERTISING

The required supplies, covered by an approved purchase requisi
tion, are purchased after advertisement and competition as required 
by Federal statute. The manner of advertisement is, in general, one 
of departmental discretion. The Navy relies principally on the dis
tribution of schedules, or invitations to bid, to its bidding list. 
Newspaper advertising is utilized when time permits.

The statutory exceptions to the requirement of advertising and 
competition are summarized as follows:

Personal services.
Immediate delivery and performance.
Public exigency.
Patented or copyrighted articles.
Impracticable conditions, such as rates fixed by legislation, etc.
Contracts which, under specific statutes, may be negotiated.

( 11)
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SCHEDULES, PROPOSALS, OR INVITATIONS TO BID

When the approved requisition is on hand, the “schedule” is pre
pared for distribution to prospective bidders. The “schedule” forms 
the basis of subsequent transactions of a formal nature. The re
quirement for the submission of competitive formal bids obviates 
sales-promotion expenses. Sales representatives of commercial con
cerns are always welcomed by officials of the Navy; however, there is 
little that can be accomplished by these visits except that the repre
sentatives may outline uses of a particular commodity, a new ma
chine, or an improved material.

Schedules are prepared in mimeograph or printed form and include 
the essential data with appropriate blank spaces for entry of bids. 
Every precaution is taken to prevent any advance information being 
available to one prospective bidder in preference to others.

Each schedule has a serial number and shows the date and hour of 
opening and the name of the technical bureau concerned with the 
material. The various items are grouped into “classes” by trades or 
industries, so that each bidder will be able to quote on every item in 
the class, and thus permit as far as is possible awards by classes 
rather than by items. This, of course, simplifies the making of 
awards.

With each schedule is sent two copies of Standard Government 
form of bid (Standard Form 31) which serves as a transmitting 
letter invitation to bids, guaranty, instruction sheet, and cover for 
schedule. The guaranty is required by Federal statute and is to the 
effect that the bidder will execute the required contract and give bond 
for faithful performance of same if his offer is accepted.

Guaranty is required when the total amount of all classes on which 
bid is submitted exceeds $500.00. An annual bid bond, with corpor
ate or individual sureties, may be filed with the Bureau of Supplies 
and Accounts, Navy Department, Washington, D. C., to cover all bids 
submitted during the fiscal year to that activity and to Navy Pur
chasing agencies in the field within the United States. The guaranty 
is the open penalty type, wherein the guarantors agree that if the bid 
is accepted and the bidder fails to enter into contract and give bond 
with good and sufficient surety for the performance thereof, they, the

(12)
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guarantors, will make good the difference between the offer of the said 
bidder and that which may be accepted.

All purchases made under formal contract require a bond except 
under the following conditions:

If a contract sent for execution is returned without bond and the material 
has been delivered and accepted, the execution of bond will not then be required, 
provided the vouchers show that all the material was delivered within 10 days 
after date of the contract; otherwise the contract will be returned for the exe
cution of the bond.



SPECIFICATIONS AND PLANS

Most Navy supplies are purchased on the basis of standard specifi
cations which describe in detail the quality, grade, size, etc., of the 
articles desired. Use of such a specification tends to standardize the 
Navy’s material, puts all bidders on equal footing, assists inspection, 
eliminates questions and dispute, and places the Navy in the satisfac
tory position of knowing “what it wants when it wants it.”

These specifications are divided into two classes, Federal Specifica
tions and Navy Specifications. The Navy specifications are numbered 
on the same plan as the standard stock items—class number, initial, 
serial number, and small letter to identify revision; they may also be 
identified by date. The specification numbers are used on schedules, 
and it is to avoid confusion in this respect that standard stock 
numbers are not used.

These standard specifications are in leaflet form and available for 
distribution (see p. 8). Old copies should not be relied upon unless 
the number and date corresponds exactly with that noted in the 
purchase schedule under consideration.

When there is no standard specification, the required particulars 
are set forth in the schedule.

When the equipment to be purchased must meet the requirements 
of certain plans, the blue prints are furnished by the Navy. Each 
invitation to bid gives information concerning the plans which apply 
on the purchase in question and states the office which is charged 
with their distribution. Prospective bidders should ascertain from 
the invitation to bid the distributing point of the blue prints and 
apply directly to that activity for the plans required.

(14)



OPENING OF BIDS; AWARDS

Bids having been submitted, they are opened publicly and concur
rently by the officials of the Navy purchasing agency. Bidders or 
their representatives may be present at these openings, which are 
public in character.

The general routine is the same in all agencies. At the hour fixed 
for the formal opening, all bids are withdrawn from the locked 
receptacle by the purchasing official, the envelopes pertaining to the 
current schedule opened and the contents of the envelope carefully 
examined. Bids accompanied by letters, riders, or samples are 
stamped on the face thereof with proper identifying data and the 
enclosures are securely fastened to the original and each copy of 
the bid. An examination is then made of each bid to determine 
whether it complies with formal requirements. I t  must be evident 
that the proper forms are used, that the bid is signed, that the 
required guaranties are proper and sufficient, etc.

Bids which are in all respects correct are then read aloud and 
recorded. When the bids have been read and recorded, a copy of 
each bid is made available for examination by interested parties. 
The official record book is likewise available for examination by the 
public.

The following statement made some years ago aptly expresses the 
Navy’s policy with respect to its purchasing system:

“With regard to the matter of publicity; we have been hammering 
for a long time on that point—that the Government business not only 
has to ~be right but has to look right. Private business can be right, 
but it need not necessarily look right. A man’s own business he can 
do any way he pleases, but the Navy business has to be right and 
look right, and the only way to have it look right is to have it wide 
open. That is one reason we have been trying to get the idea of 
publicity developed in every possible way. We want everybody to 
see what is being done. If  the Navy assumes the attitude of trying 
to cover up something, there is suspicion excited that it is anxious 
to cover up something crooked; whereas, if it aims to show every
thing that is done in a matter—no secrets—the record is right on the 
table; it disarms criticism right away and people are willing to take 
us at face value because we are following what they know is our 
honest opinion.”

(15)
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Awards are made to the lowest responsible bidder except in a few 
cases of statutory exemption (R. S. 3718, 3721, 3726, 3727). Tie bids 
are decided by lot. The Navy reserves the right to award by items 
rather than by classes, to reject all bids, and to accept modified bids 
if modification can be done without prejudice to competitors.

Awards are made as soon as a decision is reached. Those which 
involve no technical decision are made at once. Those which require 
recommendation from technical bureaus or navy yards are submitted 
for such recommendation and awards made as soon as practicable. 
Although a formal award is always made, the Navy regards its 
“Notice of Award” as binding on both parties and does not repudiate 
it, except when it is issued by mistake, or the cancellation is agreeable 
to the contractor.



CONTRACTS

Contract, Bureau Order, or Order

After award is made a formal contract is prepared when the 
amount involved is over $500. This contract is required (R. S. 3744, 
amended by act of 15 June 1917, 40 Stat. 198) to be reduced to writ
ing and signed by the contracting parties with their names at the end 
thereof. A bond for faithful performance is required to accompany 
the contract (R. S. 3719) in amount as follows:

Contract over $500 up to $50,000—25 percent of the amount of 
contraot (but not more than $10,000).

Contract over $50,000 up to $100,000—20 percent of the amount 
of contract (but not more than $15,000).

Contract over $100,000 up to $200,000—15 percent of the amount 
of contract (but not more than $20,000).

Amy amount over $200,000—10 percent of the amount of the con
tract.

In lieu of a bond, certified check for 25 percent of the contract is 
acceptable.

A blank form for bond is printed on the back of the contract form 
and is prepared by the Navy for execution by the contractor in each 
case, except where the contractor has an annual bond on file. These 
annual bonds may be executed to avoid the necessity of a bond for 
each contract. Blank forms may be had on request.

The original contract, unsigned, is mailed to the contractor for 
signature and execution of bond. With this is sent, for retention by 
the contractor, a memorandum containing all the essential data of 
the contract and a statement by the Navy contracting officer that a 
contract has been enered into by the Navy. The original contract, 
after being completed by the contractor, is returned to the Navy, for 
signature by the Navy purchasing (contracting) officer.

Purchases amounting to less than $500 may be made without formal 
contract or bond. The informal order placed by the Bureau of 
Supplies and Accounts in such cases is called a “bureau order” ; if 
placed by a field purchasing activity it is called an “order.”

The original of the contract is filed in the office of the Comptroller 
General of the United States who is the custodian for all Govern
ment contracts. A copy of the contract, which is unsigned, is fur
nished for the files of the contractor.

(17)
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Contracts with the Navy may not be transferred or assigned with
out assent of the Government. In general, a contract between the 
Government and one of its citizens is controlled by the same common 
and statutory law appertaining to ordinary contracts. In certain 
respects, as a matter of public policy, the courts throw safeguards 
around the contractual right of the Government, but such cases 
usually involve matters of fraud and do not require consideration by 
those with whom the Navy deals.



INSPECTIONS

Before material may be accepted and paid for by the Navy it is 
required that it may be inspected, and passed as to the quality and 
quantity, by a responsible official.

Proper and adequate inspection and test are essential to efficient 
purchasing. Inspection and test are particularly important when 
purchases are made under the competitive system of bidding. Few 
commodities are invariably uniform in quality; it is inevitable that 
some vendors will deliver a better quality than others. The best 
specifications and procurement procedures are of little value without 
intelligent and thorough inspection.

I t  cannot be assumed that the record of reliability of a bidder is 
a guarantee that the material he proposes to furnish will comply in 
all respects with the specification requirements. Conceding the good 
intention in the great majority of cases, there always exists the possi
bility of errors in manufacture or of shipment, variations in count 
of quantity, etc., which are discoverable only by adequate test and 
inspection. Proper specifications and the contract indicate that the 
Navy knows what it wants; adequate inspection and test insure that 
it obtains what it has purchased.

The inspection activities of the Navy are in charge of commissioned 
officers of the Navy who are well qualified by training and experience 
for the service of inspection. These officials are designated as Inspec
tors of Naval Material. In the Navy inspecting system the United 
States is divided into 12 inspection districts. These inspection dis
tricts are based on (1) the concentration of basic industries, and (2) 
transportation facilities. Assigned to these inspection districts are 
experienced civil personnel competent to inspect apparatus and mate
rial not only for naval and marine use, but for general commercial 
use.

The responsibility for the inspection of the Navy material lies ex
clusively with the respective bureaus for which the material is pur
chased. The Bureau of Supplies and Accounts as the purchasing 
agency has no cognizance over the inspection of material, except as 
to those items of which it also has technical cognizance.
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Bureau cognizance is a very broad term to cover the allocation of 
inspection duties among the various bureaus. I t  may be helpful, 
however, to outline in most general terms, cognizance over some items.

Bureau of Aeronautics.—Airplanes, engines, aeronautical equipment, etc.
Bureau of Ordnance.—Arms, armor, ammunition, etc.
Bureau of Medicine and Surgery.—Medicines, hospital supplies, instruments, 

etc.
Bureau of Supplies and Accounts.—Provisions, clothing, fuel, etc.
Bureau of Yards and Docks.—Public works and other utilities on shore.
Bureau of Ships.—Hull materials, anchors and cable, rigging, canvas, 

winches, propelling machinery, electrical appliances, radio, navigational 
instruments, etc.

Bureau of Navigation.—Libraries, recreational items, etc.

All these bureaus maintain inspection forces both in the field and 
in the Navy yards. Correspondence regarding inspections should be 
handled with the bureau concerned or its designated subordinate ex
cept in the case of rejected deliveries when correspondence should be 
addressed to the officer from whom the rejection notice is received.

Schedules and contracts give full information regarding the cog
nizance, place, and other details of inspection, some contracts pro
viding for inspection and delivery at the place of manufacture, others 
at the point of destination.



SHIPMENTS

Contractors must give particular attention to instructions pertaining 
to shipment in order to avoid misunderstanding and delay.

When a contract provides for delivery at ultimate destination or 
to some other designated point, such as f. a. s., a port, it is the respon
sibility of the contractor to effect delivery to such point within the 
time specified in the contract by such means as he may elect. When 
the contract provides for acceptance of material f. o. b. at or near 
contractor’s plant, shipment will be arranged by the Government at 
its expense, and in such instances a Government bill of lading will 
be issued by a representative of the Navy. This bill of lading, when 
accomplished by the consignee, is surrendered to the delivering carrier 
for use in support of bill covering the freight charges. Freight bills 
are paid by the Bureau of Supplies and Accounts.

The procedure in calling for bids under two categories, that is, 
delivered at destination, and delivered f. o. b. cars at plant of con
tractor, and making the award to the bidder who offers the materials 
at the lowest price taking into consideration the cost of material 
and cost of transportation, is used to a considerable extent by the 
Navy Department. By awarding contracts for delivery at the plant 
of the contractor and shipping under Government bill of lading, the 
Navy Department is often able to effect economies in transportation 
by making shipment over land-grant railroads which give concessions 
for Government-owned freight.
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PAYMENTS

Delivery having been completed and inspection concluded, the 
contractor is naturally interested in obtaining prompt payment. He 
is advised in the contract where to submit his invoices or dealers 
bills, which must of course contain all necessary data for identifica
tion. The Government demands nothing peculiar in the form of 
invoice except the general Government requirement that a certificate 
be placed on the voucher or invoice which states in effect that the 
bill is correct and just; that payment therefor has not been received; 
that the materials and supplies have been produced in the United 
States; and in certain cases that stipulations required by law with 
respect to wages, rights and hours of work of employees have been 
complied with. The Navy furnishes “billing instructions” to con
tractors which fully explain what is necessary in the preparation and 
submission of the required papers.

On receipt of a properly prepared invoice a “public voucher” is 
prepared, substantiated by the “inspection report” and bearing evi
dence of the actual receipt of the material. This voucher is audited 
and promptly passed to the proper disbursing officer, who makes an 
additional audit and issues a check for the payment due. No receipt 
for payment is required, that being evidenced by indorsement of the 
check. The Navy makes a special effort to effect prompt payment 
of all bills.
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CLOTHING; UNIFORMS; PROVISIONS 

Clothing and Uniforms

All distinctive items of the Naval uniform are fabricated in the 
Naval Clothing Factory, Brooklyn, N. Y., and consequently no pur
chases are made of overcoats, jumpers, and trousers. Services are 
procured, by contract, to fabricate white hats and blue caps from 
materials furnished by the Government. All other items of the Naval 
uniform are obtained under contracts made by the Bureau of Supplies 
and Accounts which require the contractor to supply the necessary 
material and color. The necessary textiles and trimmings are also 
purchased by this Bureau for use in making the articles fabricated in 
the Naval Clothing Factory.

Inspection of items purchased is made after delivery to the Naval 
Clothing Depot, 29th Street and Third Avenue, Brooklyn, N. Y., 
where laboratory facilities are available for all textile tests and 
garment examinations.

Flight clothing required by aviation activities is procured by the 
Naval Aircraft Factory, Navy Yard, Philadelphia, Pa. Inquiry re
garding this type of clothing should be addressed to that activity.

Provisions

The Navy purchases only plain substantial food of an established 
quality. As far as is practicable all meats and meat products are in
spected by the Bureau of Animal Industry, Department of Agricul
ture, and all fruits and vegetables are inspected by the Agricultural 
Marketing Service.

Fresh and frozen foodstuffs and other perishable provisions are 
contracted for monthly by field purchasing activities and orders for 
delivery are placed by the consuming activities as desired from day 
to day. This type of Navy business requires the maintenance of local 
stocks of provisions, as daily delivery after short notice is necessary.

Tinned and dried provisions are purchased by the Bureau of Sup
plies and Accounts under definite quantity contracts for delivery to 
the principal Navy yards and supply depots in the United States, 
the purchase being made immediately after the packing season in the 
case of seasonal items.
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In the case of tinned provisions it is usual to require samples 
which are inspected for compliance with specifications prior to con
sidering the bid. Inspection is also made of representative samples 
drawn from each delivery after receipt at the navy yard or supply 
depot. I t  is possible for contractors to arrange for inspection prior 
to shipment by agreeing to pay cost of inspection at shipping point.

Commissary stores are operated to furnish foodstuffs and household 
supplies to naval personnel at outlying stations where normal com
mercial facilities are not readily available. At present these stores 
are operated at following Naval Stations:

U. S. Naval Air Station, Lakehurst, N. J.
U. S. Naval Operating Base, Norfolk, Va.
U. S. Navy Yard, Charleston, S. C.
U. S. Naval Air Station, Pensacola, Fla.
U. S. Naval Training Station, Great Lakes, 111.
U. S. Naval Operating Base, San Diego, Calif.
U. S. Receiving Ship, San Francisco, Calif.
U. S. Naval Station, Guantanamo, Cuba.
U. S. Naval Station, Tutuila, Samoa.
U. S. Navy Yard, Cavite, P. I.
U. S. Naval Station, Guam, M. I.
U. S. Naval Station, Olongopo, P. I.
U. S. Naval Air Station, Coco Solo, C. Z.
U. S. Navy Yard, Pearl Harbor, T. H.

Commissary store stocks are included on contracts made by field 
purchasing offices, usually the purchasing office located near the com- 
issary store. As these stocks are purchased for resale, brands de
manded by the patrons of the store must be procured and therefore 
it is often necessary to purchase by brand name. Manufacturers and 
dealers interested in having their products carried in commissary 
stores should address the Officer-in-Charge of a store or have a repre
sentative call on him.

Ships’ stores are maintained on all naval vessels larger than de
stroyers for the convenience of naval personnel afloat. These stores 
carry tobaccos, toilet articles, and sundry items personally required 
by the men. Contracts for these items are made monthly and quar
terly by the field purchasing offices.

Athletic gear and magazine subscriptions are procured locally by 
all ships and stations. Dealers and publishers interested in the sale 
of these items are advised to make contact with each individual naval 
activity. Subscriptions to technical publications, however, are 
handled by the Bureau of Supplies and Accounts.



HOW TO GET ON THE MAILING LIST

For those manufacturers or dealers desiring to be listed with the 
Navy Department so they may receive bid invitations, the following 
procedure is suggested as the most practicable and most direct method 
to follow:

1. The manufacturer or dealer should write a letter direct to the Bureau 
of Supplies and Accounts, Navy Department, Washington, D. C., stating that he 
wishes to be listed to receive invitations to bid, and inclosing with his letter 
a catalogue, folder, or descriptive list of merchandise he manufactures or 
handles.

2. If the descriptive information furnished is insufficient to establish the 
status of the concern as an acceptable bidder or to permit an accurate deter
mination of the materials upon which it seeks to bid, a form for filing the 
necessary information will be furnished by the Bureau of Supplies and Accounts. 
Upon its return to the Bureau further consideration will be given to the proper 
classification of the name of the company on the mailing list.

3. If the descriptive information originally furnished is sufficient to estab
lish the status of the concern as an acceptable bidder on naval materials, the 
prospective bidder will be furnished selected classification lists upon which to 
check the exact items which he can supply. Enclosed with these lists will be 
a questionnaire for the submission of data concerning the names of those who 
are authorized to sign bids and contracts, a description of the establishment 
of the company making application, etc.

4. When both of these forms are returned properly completed and when the 
prospective bidder has been satisfactorily qualified, he will without further 
action on his part receive invitations to bid on the particular articles he has 
checked, whenever they are needed.

5. If a manufacturer or dealer does not bid after three or four invitations 
to do so, the Navy Department assumes that he is not interested and will cancel 
the listing.

6. The above procedure covers only the requirements for inclusion in the 
mailing list of the Bureau of Supplies and Accounts, Navy Department, 
Washington, D. 0.

7. There are a large number of purchases, most of which are of small value, 
made from local dealers and manufacturers by the Navy field offices. Qualifica
tion for listing by tbe Bureau of Supplies and Accounts does NOT carry quali
fication for field office purchases; therefore local manufacturers and dealers 
should contact these field offices direct.
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CONCLUSION

The Navy is keenly interested in obtaining the widest possible 
competition. I t  encourages those who have never participated in its 
business activities to enter the competitive field. There is actually 
nothing mysterious or intricate about this business of Selling to the 
Navy. The regulations which govern Navy purchases are not a 
hampering element but are for the purpose of insuring protection 
to all responsible bidders. Success in bidding depends upon a worthy 
product, a competitive price, a knowledge of procedure and thought
ful effort.

Cooperation with the Government is extremely helpful, both to 
industry and to the Government. The manufacturer or dealer spe
cializing in some few commodities attains expertness in the manu
facture, distribution, and use of such products. The Government, 
however, being concerned with the purchase and use of a wide variety 
of commodities, cannot pretend to be a specialist on all items.

Businessmen can render valuable cooperation by offering sugges
tive criticism along a number of lines, such as;

Suggested modifications of specifications.
Changes in purchase methods with respect to specific com

modities on such points as the time of the year to buy to 
obtain best prices and quantities necessary to obtain best 
prices.

By bringing to the attention of the Government new products, 
new processes, and new uses for existing products.

The Navy particularly welcomes the cooperation of the commercial 
and industrial world. In this, it is possible to attain maximum effi
ciency with minimum expenditure, thus effecting economies in the 
cost of Government in which we are all vitally interested.
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ADDENDA

EMERGENCY LEGISLATION TO EXPEDITE NATIONAL
DEFENSE

The Right to Negotiate Contracts

The authority to negotiate contracts for the “ acquisition, con
struction, repair or conversion of complete naval vessels or aircraft, 
or any portion thereof, including plans, spare parts, and equipment 
therefor, that have been, or may be authorized, and also for machine 
tools and other similar equipment with or without advertising or 
competitive bidding upon the determination that the price is fair and 
reasonable” was granted to the Navy under the act of June 28, 1940 
(sec. 2, Public, 671).

The authority contained in this act is intended to broaden and 
supplement, but not displace procurement of material and equipment 
by the conventional method of procurement by advertising for com
petitive bids. Such contracts are consummated on the standard 
supply contract form and in the same manner as the contracts long 
in use by the Navy Department. The Navy will continue to employ 
the conventional method of procurement by advertising for com
petitive bids as long as this method proves effective and economical. 
The method of procurement by negotiation will be employed only 
when advertising for competitive bidding cannot be resorted to with
out detriment to the interests of the Government.

It should be noted that the Navy Department’s right to negotiate 
contracts, as opposed to purchase after competition, is limited to the 
categories mentioned in the first paragraph hereof. Attention is 
invited to this fact in order to avoid confusion when this limited right 
is compared with the authority vested in the War Department in 
connection with its contracts.

The Right to Assign Contracts

Under date of October 9, 1940, authority was granted to contractors 
with the Navy Department to assign contracts aggregating one 
thousand dollars ($1,000) or more to a bank, trust company, or other 
financing institution, including any Federal lending agency, provided 
(1) that no contract may be assigned without specific approval of the 
Secretary of the Navy, if dated prior to the date of the act; (2) that 
no contract may be assigned, if the contract specifically forbids such
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assignment; (3) that contracts may not be subject to further assign
ment; (4) that when assigned the assignee must file written notice of 
assignment, together with a true copy to the General Accounting 
Office, the contracting officer, the surety on the contract, and the 
disbursing officer designated to make payment.

Advance Payments on Contracts Not to Exceed 30 Percent

The authority to make advance payments not to exceed 30 percent 
of the contract price was granted by Congress for the purpose of 
expediting the defense program. Nevertheless, other things being 
equal, it is the Department’s policy to encourage private, rather than 
Government financing in the performance of contracts. Advance 
payments as a method of financing performance of a contract may be 
authorized whenever (a) the contractor requires financing in order to 
enable him to perform a contract required in the interests of National 
Defense, and (b) financing of the contractor through private sources 
either is not available, or would result in a disproportionate increase 
in the price of the product to the Government, or would involve delay 
in getting started on production. Any increase in price in excess of 
interest at a reasonable rate on the advance payment will be regarded 
as disproportionate.

When an advance payment is requested, there must be a showing of 
the necessity therefor. As a general rule, the contractor or prospec
tive contractor should furnish substantiating data as follows :

(a) A schedule of cash requirements, which should include the approximate 
dates, and if feasible the purposes of, the expenditures to be incurred in performing 
the contract, for which the contractor needs an advance payment.

(b) In appropriate cases, where the contracting officer is not familiar with the 
contractor’s business and standing, a balance sheet and profit-and-loss statement, 
certified by an independent auditor.

(c) Can a bond be furnished covering 100 percent of the amount of the advance? 
If not, what percentage of the amount can be bonded? In cases where 100 per
cent cannot be bonded there should be submitted a schedule of the cash require
ments, including the dates on which and the purposes for which the advance or 
advances will be required.

Emergency Plant Facilities

When the National Defense Program involves the need for extension 
of plant facilities to maintain the accelerated production require
ment the Government may enter into a contract for such facilities. 
This contract may provide for joint or Government ownership with 
an option by which either party may acquire the interest of the other 
at the expiration of the emergency.
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