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August 18, 1982 

This is in response to your June 16, 1982 letter 
concerning a surety's role under defaulted construct 

tracts 

You note fice has indi one its 
report a surety 1y 
default of a Federal construction contrac , of dec the 
manner in which the contract will be completed. You 
that the report recognized that one method available to the 
surety is for the surety to secure another contractor! 



We did not endorse in that report any particular 
approach to completion of a construction project. Neither 
did we imply that a &urety had the ultimate authority to 
decide in what manner the completion of a project under a 
defaulted contract should take place. 

You object to statements that NASA has made in its 
correspondence with you that appear to limit a surety to 
entering into a takeover agreement, thus removing the 
option of finding a substitute contractor. Such a limita
tion, however, would not conflict with our report, in which 
we noted only that substitute contracting was among the 
general practices of some Federal agencies. Contracting 
officers are obligated to protect the Government's interest 
and the Government's rights against the surety in the event 
of a default. Thus NASA's contracting officers have the 
authority under NASA's regulations to determine the manner 
in which the work is to be completed~ NASA Procurement 
Regulation § 8.650-4(e) (1981 ed.), 41 C.F.R. § 18-8.650(e) 
(1981). The Federal Procurement Regulations, S 1-18.803-6 
(1964 ed.), are to the same effect. We believe that those 
regulations rightfully reserve discretion to the Govern
ment to decide which arrangement best serves Govern
ment intereste 
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