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P r o t e s t  a l l e g i n g  t h a t  a g e n c y ' s  c o s t  a n a l y s i s  was 
n o t  i n  a c c o r d  w i t h  m e t h o d o l o g y  s e t  f o r t h  i n  RFP 
a n d  t h a t  m e t h o d o l o g y  e m p l o y e d  was n o t  r e a s o n a b l e  
i s  d e n i e d  w h e r e  r e c o r d  i n d i c a t e s  t h a t  a g e n c y ' s  
c o s t  a n a l y s i s  h a d  a r e a s o n a b l e  b a s i s  a n d  d i d  
f o l l o w  t h e  p r o v i s i o n s  s e t  f o r t h  i n  t h e  RFP. 

C o n t r a c t i n g  a g e n c y ' s  a n a l y s i s  o f  p r o p o s a l s  f o r  
c o s t  r e a l i s m  i n v o l v e s  t h e  e x e r c i s e  o f  i n f o r m e d  
j u d g m e n t ,  a n d  G A O  t h e r e f o r e  w i l l  n o t  d i s t u r b  a 
c o s t  r e a l i s m  d e t e r m i n a t i o n  u n l e s s  i t  i s  shown t o  
l a c k  a r e a s o n a b l e  b a s i s .  

D e t e r m i n a t i o n  o f  a g e n c y ' s  minimum i ' e e d s  a n d  b e s t  
m e t h o d  o f  a c c o m m o d a t i n g  t h o s e  n e e d s  a r e  
p r i m a r i l y  t h e  r e s p o n s i b i l i t y  o f  t h e  c o n t r a c t i n g  
a g e n c y .  Agency  d e c i s i o n  t o  e l i m i n a t e  RFP 
r e q u i r e m e n t  a n d  p r o c u r e  s e r v i c e s  by a m e n d i n g  
p r i m e  c o n t r a c t  a n d  d i r e c t i n g  p r i m e  c o n t r a c t o r  t o  
c o m p e t e  s u b c o n t r a c t  f o r  r e q u i r e m e n t  i s  r e a s o n -  
a b l e  w h e r e  e f f e c t  o f  d e c i s i o n  i s  t o  i n c r e a s e  
c o m p e t i t i o n  f o r  p r i m e  c o n t r a c t .  

Where  a g e n c y  d o e s  n o t  n o t i f y  c o m p e t i n g  o f f e r o r s  
o f  i n t e n t i o n  t o  make a w a r d  u n d e r  1 0 0 - p e r c e n t  
s m a l l  b u s i n e s s  s e t - a s i d e  d u e  t o  a p r o p e r  u r g e n c y  
d e t e r m i n a t i o n ,  e f f e c t  o f  S m a l l  B u s i n e s s  Admin- 
i s t r a t i o n ' s  f i n d i n g  t h a t  a w a r d e e  i s  n o t  s m a l l  i s  
p r o s p e c t i v e  a n d  t e r m i n a t i o n  o f  c o n t r a c t  i s  n o t  
r e q u i r e d .  F u r t h e r m o r e ,  w h e t h e r  o p t i o n s  s h o u l d  
b e  e x e r c i s e d  i s  a m a t t e r  t o  b e  r e s o l v e d  by t h e  
a g e n c y  i n  a c c o r d a n c e  w i t h  a p p l i c a b l e  
r e g u l a t i o n s .  

T r i p l e  A S h i p y a r d s  ( T r i p l e  " A " )  p r o t e s t s  t h e  a w a r d  o f  
a c o n t r a c t  t o  S o u t h w e s t  M a r i n e ,  I n c .  (SWM), u n d e r  r e q u e s t  
f o r  p r o p o s a l s  (RFP)  No. N00024-83-R-8539 i s s u e d  by t h e  
N a v a l  S e a  S y s t e m s  Command ( N a v y )  f o r  t h e  a d v a n c e  p l a n n i n g ,  
d e s i g n ,  r e p a i r  a n d  m o d e r n i z a t i o n  o f  f o u r  A O R  c l a s s  v e s s e l s  
home p o r t e d  i n  t h e  S a n  F r a n c i s c o  Bay a r e a  u n d e r  t h e  AOR 
P h a s e d  M a i n t e n a n c e  P r o g r a m .  
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We d e n y  t h e  p r o t e s t .  

The  Navy i n d i c a t e s  t h a t  t h e  P h a s e d  M a i n t e n a n c e  P r o g r a m  
r e p r e s e n t s  a n  a l t e r n a t i v e  s t r a t e g y  f o r  t h e  o v e r h a u l  o f  Navy 
s h i p s .  The  A O R  c l a s s  v e s s e l s  h a v e  a 5 - y e a r  o p e r a t i n g  c y c l e  
a n d ,  r a t h e r  t h a n  u n d e r g o i n g  a s i n g l e  l o n g  o v e r h a u l ,  s h i p s  
u n d e r  t h e  P h a s e d  M a i n t e n a n c e  P r o g r a m  u n d e r g o  a s e r i e s  o f  
s h o r t e r  o v e r h a u l s  o f  3 o r  4 m o n t h s  i n  d u r a t i o n .  In 
a d d i t i o n ,  t h e  Navy s t a t e s  t h a t  o n l y  t h o s e  r e p a i r s  w h i c h  a r e  
a c t u a l l y  n e e d e d  a t  t h e  t i m e  t h e  s h i p  i s  s c h e d u l e d  f o r  work  
a r e  a u t h o r i z e d .  

The Navy i s s u e d  t h i s  s o l i c i t a t i o n  on  May 1 8 ,  1 9 8 3 ,  a s  
a t o t a l  s m a l l  b u s i n e s s  s e t - a s i d e .  The  RFP c o v e r e d  t h e  
N a v y ' s  p l a n n e d  m a i n t e n a n c e  p r o g r a m  f o r  t h e  f o u r  A O R  c l a s s  
v e s s e l s  t h r o u g h  f i s c a l  y e a r  ( F Y )  1988 .  C o n t r a c t  l i n e  i t e m s  
( C L I N ' s )  0 0 0 1 - 0 0 1 1  r e p r e s e n t e d  work  w h i c h  w a s  t o  b e  p e r -  
f o r m e d  i n  FY 1 9 8 4  a n d  i n c l u d e d  t h e  r e p a i r  a n d  a l t e r a t i o n  o f  
t h e  U S S  K a n s a s  C i t y  a n d  t h e  USS W i c h i t a ,  a s  w e l l  a s  a d v a n c e  
p l a n n i n g  f o r  s h i p  o v e r h a u l s  in FY 1 9 8 5  a n d  FY 1986 .  C L I N ' s  
0 0 1 2 - 0 0 3 2  were o p t i o n  i t e m s  a n d  c o v e r e d  t h e  work  t o  b e  
p e r f o r m e d  o n  t h e  A O R  c l a s s  v e s s e l s  t h r o u g h  FY 1 9 8 8 .  

. I  

F i v e  s m a l l  b u s i n e s s  f i r m s  s u b m i t t e d  p r o p o s a l s .  The  
C o n t r a c t  A w a r d  R e v i e w  P a n e l  e v a l u a t e d  t h e  i n i t i a l  t e c h n i c a l  
p r o p o s a l s  a n d  t h e  C o s t  R e a l i s m  T e a m  (CRT) e v a l u a t e d  t h e  
i n i t i a l  c o s t  p r o p o s a l s .  D i s c u s s i o n s  were c o n d u c t e d  a n d  
o f f e r o r s  were g i v e n  t h e  o p p o r t u n i t y  t o  s u b m i t  b e s t  a n d  
f i n a l  o f f e r s  on two s e p a r a t e  o c c a s i o n s .  A f t e r  t h e  f i n a l  
e v a l u a t i o n ,  t h e  Navy d e t e r m i n e d  t h a t  t h e  t e c h n i c a l  s c o r e s  
a n d  t h e  o v e r a l l  s c o r e s  were e s s e n t i a l l y  e q u a l .  
A c c o r d i n g l y ,  t h e  Navy d e c i d e d  t o  a w a r d  t h e  c o n t r a c t  t o  t h e  
o f f e r o r  t h a t  h a d  s u b m i t t e d  t h e  l o w e s t  t o t a l  c o s t  t o  t h e  
g o v e r n m e n t .  The  Navy d e t e r m i n e d  t h a t  SWM was low a n d  SWM 
was a w a r d e d  a c o s t - p l u s - a w a r d - f e e  c o n t r a c t  o n  November 2 ,  
1 9 8 3 .  

T r i p l e  " A "  a r g u e s  t h a t  t h e  N a v y ' s  c o s t  e v a l u a t i o n  was 
n o t  d o n e  in a c c o r d a n c e  w i t h  t h e  m e t h o d o l o g y  s e t  f o r t h  in 
t h e  RFP. A l t e r n a t i v e l y ,  T r i p l e  " A "  a r g u e s  t h a t  e v e n  i f  t h e  
c o s t  e v a l u a t i o n  w a s  p r o p e r l y  d o n e ,  SWM's e s t i m a t e d  c o s t  o f  
$107  m i l l i o n  w a s  u n r e a l i s t i c a l l y  low a n d  s h o u l d  h a v e  b e e n  
r e j e c t e d .  I n  a d d i t i o n ,  T r i p l e  " A "  p r o t e s t s  t h e  N a v y ' s  
d e t e r m i n a t i o n  t o  p r o c u r e  d r y d o c k i n g  s e r v i c e s  by m o d i f y i n g  
SWM's c o n t r a c t  r a t h e r  t h a n  t h r o u g h  a d i r e c t  c o m p e t i t i v e  
p r o c u r e m e n t .  F i n a l l y ,  T r i p l e  " A "  a r g u e s  t h a t  s i n c e  SWM h a s  
s u b s e q u e n t l y  b e e n  d e t e r m i n e d  n o t  t o  b e  s m a l l ,  t h e  c o n t r a c t  
s h o u l d  b e  t e r m i n a t e d  o r ,  a t  t h e  l e a s t ,  t h e  Navy s h o u l d  be  
d i r e c t e d  n o t  t o  e x e r c i s e  a n y  c o n t r a c t  o p t i o n s .  
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A t t a c h m e n t  I1 t o  s e c t i o n  "L" o f  t h e  RFP d e s c r i b e d  w h a t  
w a s  r e q u i r e d  t o  b e  i n c l u d e d  i n  e a c h  o f f e r o r ' s  c o s t  p r o p o s a l  
a n d ,  g e n e r a l l y ,  i n f o r m e d  a l l  o f f e r o r s  how t h e  Navy w o u l d  
e v a l u a t e  t h e  c o s t  p r o p o s a l s  t o  a r r i v e  a t  a t o t a l  c o s t  
c a t e g o r y  s c o r e .  A t t a c h m e n t  I1 r e q u i r e d  o f f e r o r s  t o  s u b m i t  
a D e p a r t m e n t  o f  D e f e n s e  f o r m  6 3 3  ( D D  f o r m  6 3 3 1 ,  f o r  u s e  i n  
p r o c u r e m e n t s  when s u b m i s s i o n  o f  c u r r e n t  c o s t  o r  p r i c i n g  
d a t a  is r e q u i r e d ,  a n d  o f f e r o r s  were r e q u i r e d  t o  c e r t i f y  
t h a t  a l l  c o s t  o r  p r i c i n g  d a t a  was a c c u r a t e ,  c o m p l e t e  a n d  
c u r r e n t .  O f f e r o r s  were r e q u i r e d  t o  p r o v i d e  t h e  Navy w i t h  
c o s t  e s t i m a t e s  i n  a number  o f  a r e a s  (3.) d i r e c t  l a b o r  a n d  
o v e r h a u l  c o s t s ) ,  a s  w e l l  a s  a t o t a l  e s t i m a t e d  c o s t .  
P a r a g r a p h  I o f  a t t a c h m e n t  I1 a l s o  i n d i c a t e d  t h a t  t h e  c o s t  
e s t i m a t e  f o r  e a c h  s h i p  a v a i l a b i l i t y  was t o  b e  b a s e d  o n  t h e  
n o t i o n a l  work  p a c k a g e  w h i c h  was c o n t a i n e d  i n  s e c t i o n  "5-2" 
o f  t h e  s o l i c i t a t i o n .  The  Navy s t a t e s  t h a t  t h e  n o t i o n a l  
work  p a c k a g e  r e p r e s e n t s  t h e  N a v y ' s  a p p r o x i m a t i o n  o f  t h e  
t y p e  o f  a c t u a l  work  w h i c h  w o u l d  b e  n e c e s s a r y  o n  e a c h  o f  t h e  
AOR c l a s s  v e s s e l s  d u r i n g  t h e  P h a s e d  M a i n t e n a n c e  P r o g r a m .  
The  Navy i n d i c a t e s  t h a t  t h e  n o t i o n a l  work  p a c k a g e  c o n s i s t e d  
o f  a p p r o x i m a t e l y  180 work  s p e c i Z i c a t i o n s  f o r  t h e  f i r s t  s h i p  
a v a i l a b i l i t y .  A c t u a l  work  p a c k a g e s  f o r  t h e  r e m a i n i n g  
v e s s e l s  c o u l d  n o t  b e  d e t e r m i n e d  u n t i l  a d a t e  c l o s e r  t o  a 
p a r t i c u l a r  s h i p ' s  a c t u a l  a v a i l a b i l i t y .  

I n  a d d i t i o n ,  p a r a g r a p h  I V  o f  a t t a c h m e n t  11 r e q u i r e d  
o f f e r o r s  t o  p r o v i d e  d e t a i l e d  c o s t  i n f o r m a t i o n  a n d  
s u p p o r t i n g  d a t a  f o r  3 6  s a m p l e  work i t ems .  The  C R T  a n a l y z e d  
e a c h  o f f e r o r ' s  c o s t  e s t i m a t e s  f o r  t h e s e  i t e m s  a n d  c o m p a r e d  
t h e m  t o  t h e  g o v e r n m e n t  e s t i m a t e s  f o r  t h e  same t a s k s .  B a s e d  
on t h i s  c o m p a r i s o n ,  t h e  Navy d e t e r m i n e d  e a c h  o f f e r o r ' s  c o s t  
r e a l i s m  s c o r e  a n d  d e v e l o p e d  a n  a d j u s t m e n t  f a c t o r  b a s e d  on  
t h i s  s c o r e .  T h i s  a d j u s t m e n t  f a c t o r  was a p p l i e d  t o  e a c h  
e l e m e n t  o f  a n  o f f e r o r ' s  c o s t  e s t i m a t e  f o r  t h e  f i r s t  s h i p  
a v a i l a b i l i t y  t h a t  was s i m i l a r  t o  t h e  s a m p l e  work  i t e m s .  
T h o s e  e l e m e n t s  w h i c h  were a d j u s t e d  (k., s i m i l a r  t o  t h e  
s a m p l e  w o r k  i t e m s )  were a d d e d  t o  t h e  n o n a d j u s t e d  e l e m e n t s  
t o  d e t e r m i n e  t h e  o f f e r o r ' s  p r o j e c t e d  c o s t  t o  t h e  g o v e r n m e n t  
f o r  t h e  f i r s t  s h i p  a v a i l a b i l i t y .  The Navy i n d i c a t e s  t h a t  
t h i s  a d j u s t m e n t  f a c t o r  was t h e n  a p p l i e d  i n  a s i m i l a r  
f a s h i o n  t o  a n  o f f e r o r ' s  t o t a l  p r o j e c t e d  c o s t  f o r  t h e  
r e m a i n i n g  s h i p  a v a i l a b i l i t i e s  t h r o u g h  F Y  1988 t o  a r r i v e  a t  
a n  o v e r a l l  p r o j e c t e d  c o s t  t o  t h e  g o v e r n m e n t .  

I n i t i a l l y ,  T r i p l e  " A "  a r g u e s  t h a t  t h e  e v a l u a t i o n  o f  
o p t i o n  i t e m s  was i m p r o p e r  a n d  c o n t r a r y  t o  t h e  RFP. T r i p l e  
"A" c o n t e n d s  t h a t  a t t a c h m e n t  11, a n d  p a r t i c u l a r l y  
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p a r a g r a p h s  11-VII, r e q u i r e d  t h e  Navy t o  d e t e r m i n e  t h e  
l o w e s t  p r o j e c t e d  c o s t  b a s e d  s o l e l y  o n  t h e  w o r k  i t ems  
c o v e r e d  b y  p a r a g r a p h  11. T r i p l e  " A "  a r g u e s  t h a t  t h e  
e s t i m a t e d  c o s t s  w h i c h  were p r o v i d e d  f o r  CLIN's 0 0 1 2 - 0 0 3 2  
( o p t i o n  i t e m s )  were p r o v i d e d  i n  s e c t i o n  "B" o f  t h e  RFP f o r  
i n t e r n a l  a c c o u n t i n g  p u r p o s e s  o n l y .  A l t h o u g h  T r i p l e  " A "  
a c k n o w l e d g e s  t h a t  t h e  RFP i n c o r p o r a t e d  s e c t i o n  
7 - 2 0 0 3 ( 1 1 ) ( b )  o f  t h e  D e f e n s e  A c q u i s i t i o n  R e g u l a t i o n  ( D A R ) ,  
w h i c h  s p e c i f i c a l l y  s t a t e s  t h a t  o p t i o n  w i l l  b e  e v a l u a t e d ,  
T r i p l e  " A "  a r g u e s  t h a t  t h e  c l a u s e  i s  p r e s c r i b e d  f o r  u s e  i n  
f i x e d  p r i c e  c o n t r a c t s  o n l y  a n d  t h a t  t h e  c l a u s e  c o n f l i c t s  
w i t h  t h e  s p e c i f i c  p r o v i s i o n s  i n  a t t a c h m e n t  I T  w h i c h  s h o u l d  
t a k e  p r e c e d e n c e .  DAR § 7 - 2 0 0 3 ( 1 1 ) ( b ) ,  r e p r i n t e d  i n  
3 2  C.F.R. p t s .  1 - 3 9  ( 1 9 8 3 ) .  

O u r  r e v i e w  o f  a t t a c h m e n t  I1 i n d i c a t e s  t h a t  t h e r e  i s  n o  
c o n f l i c t  w i t h  D A R  5 7 - 2 0 0 3 ( 1 1 ) ( b ) .  P a r a g r a p h  I1 m e r e l y  
r e p r e s e n t e d  t h e  w o r k  p a c k a g e  f o r  t h e  f i r s t  s h i p  a v a i l a b i l -  
i t y  a n d  d i d  n o t  i n  a n y  way p r o h i b i t  t h e  Navy f r o m  e v a l u a t -  
i n g  o p t i o n  i t ems .  A l t h o u g h  t h e  i n f o r m a t i o n  i n  s e c t i o n  "B" 
was t o  h e  u s e d  f o r  i n t e r n a l  a u d i t i n g  p u r p o s e s ,  DD f o r m  6 3 3  
a l s o  r e q u i r e d  t h e  b o t t o m  l i n e  e s t i m a t e s  f o r  e a c h  CLIN, 
w h i c h  t h e  Navy d i d  r e f e r  t o  f o r  e v a l u a t i o n  p . u r p o s e s .  We 
f i n d  t h a t  DAR 5 7 - 2 0 0 3 ( 1 1 ) ( h )  c l e a r l y  p u t  o f f e r o r s  o n  
n o t i c e  t h a t  o p t i o n  p r i c e s  w o u l d  h e  e v a l u a t e d  a n d  w e  f i n d  
n o t h i n g  i n  t h e  R F P  w h i c h  c o n t r a d i c t s  t h i s  p r o v i s i o n .  

I n  a d d i t i o n ,  w e  n o t e  t h a t  t h e  u s e  o f  t h e  " E v a l u a t i o n  
o f  O p t i o n "  c l a u s e s  is n o t  l i m i t e d  s o l e l y  t o  f i x e d - p r i c e  
c o n t r a c t s  a n d  w e  c a n n o t  f i n d  t h a t  t h e  N a v y ' s  u s e  o f  t h e  
c l a u s e  i n  t h e  p r e s e n t  RFP w a s  i n a p p r o p r i a t e .  S e c t i o n  
1 - 1 5 0 4 ( c )  o f  t h e  D A R  p e r m i t s  t h e  e v a l u a t i o n  o f  o p t i o n s  i n  
a n y  t y p e  o f  c o n t r a c t  a s  l o n g  a s  c e r t a i n  d e t e r m i n a t i o n s  h a v e  
b e e n  made by t h e  c h i e f  o f  t h e  c o n t r a c t i n g  o f f i c e .  T h e  Navy 
s t a t e s  t h a t  i t  h a s  b e e n  a l o n g s t a n d i n g  p o l i c y  t h a t  o p t i o n s  
s h o u l d  b e  e v a l u a t e d  i n  c o s t - t y p e  s o l i c i t a t i o n s  f o r  t h e  
r e p a i r  a n d  o v e r h a u l  o f  Navy s h i p s  a n d  t h a t  t h i s  p o l i c y  h a s  
b e e n  a p p r o v e d  by t h e  c h i e f  o f  t h e  c o n t r a c t i n g  o f f i c e .  
A c c o r d i n g l y ,  w e  f i n d  t h a t  D A R  5 7 - 2 0 0 3 ( 1 1 ) ( b )  was p r o p e r l y  
i n c o r p o r a t e d  i n t o  t h e  RFP. T h e  f a c t  t h a t  n o  w r i t t e n  
d e t e r m i n a t i o n  was m a d e  d o e s  n o t  a f f e c t  t h e  l e g a l i t y  o f  t h e  
a w a r d .  L o g i s t i c a l  S u p p o r t ,  I n c . ,  B - 2 1 2 2 1 8 ;  B-2122-19, 
F e b .  2 3 ,  1 9 8 4 ,  8 4 - 1  C.P.D. 1 2 3 1 .  

T r i p l e  " A "  a l s o  a r g u e s  t h a t  t h e  c o s t  e v a l u a t i o n  was 
n o t  r e a s o n a b l e .  T r i p l e  " A "  c o n t e n d s  t h a t  t h e  a p p l i c a t i o n  
o f  t h e  n e t  d o l l a r  a d j u s t m e n t ,  w h i c h  was d e r i v e d  f r o m  t h e  
N a v y ' s  c o s t  r e a l i s m  a n a l y s i s  f o r  t h e  f i r s t  s h i p  a v a i l a b i l -  
i t y ,  s h o u l d  n o t  h a v e  b e e n  a p p l i e d  t o  t h e  r e m a i n i n g  s h i p  
a v a i l a b i l i t y .  T r i p l e  " A "  a r g u e s  t h a t  t h e  a d j u s t m e n t  f a c t o r  
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f o r  t h e  f i r s t  s h i p  a v a i l a b i l i t y  h a s  o n l y  l i m i t e d  
a v a i l a b i l i t y ,  i f  a n y ,  t o  p r o j e c t i n g  a n  o f f e r o r ' s  f u t u r e  
c o s t s .  I n  a d d i t i o n ,  T r i p l e  "A" c o n t e n d s  t h a t  t h e  Navy 
s h o u l d  h a v e  t a k e n  i n t o  a c c o u n t  i n f l a t i o n  r a t e s ,  f u t u r e  
o v e r h e a d  r a t e s  a n d  o t h e r  a n t i c i p a t e d  c o s t  c h a n g e s .  
F i n a l l y ,  T r i p l e  " A "  a r g u e s  t h a t  t h e  Navy s h o u l d  h a v e  
c o n d u c t e d  a c o s t  r e a l i s m  a n a l y s i s  on  e a c h  o f f e r o r ' s  
p r o j e c t e d  c o s t  f o r  t h e  o p t i o n  i t e m s  a n d  t h a t  SWM's t o t a l  
p r o j e c t e d  c o s t  e s t i m a t e  was u n r e a l i s t i c a l l y  l o w .  

The Navy i n d i c a t e s  t h a t  t h e  a p p l i c a t i o n  o f  t h e  
a d j u s t m e n t  f a c t o r  to t h e  f o u r  s h i p s  a v a i l a b i l i t i e s  was a 
p r o p e r  m e t h o d  f o r  d e t e r m i n i n g  t h e  t o t a l  p r o j e c t e d  c o s t .  
The  Navy s t a t e s  t h a t  t h e  four  s h i p s  a r e  s i m i l a r  a n d  t h a t  
t h e  t y p e  o f  c o s t s  i n c u r r e d  i n  o v e r h a u l i n g  t h e  s h i p s  a r e  
a l s o  s i m i l a r .  T h e  Navy i n d i c a t e s  t h a t  t h e  a d j u s t m e n t  
f a c t o r  w a s  o n l y  a p p l i e d  t o  i t e m s  w h i c h  were s i m i l a r  t o  t h e  
s a m p l e  w o r k  i t ems  a n d  t h a t  t h e  r e m a i n i n g  e l emen t s  were 
s e p a r a t e l y  e v a l u a t e d  a n d  a d j u s t e d  by  t h e  C R T .  In a d d i t i o n ,  
t h e  Navy s t a t e s  t h a t  a l t h o u g h  i t  was n o t  r e q u i r e d  t o  do  s o ,  
i n f l a t i o n  f a c t o r s ,  f u t u r e  o v e r h e a d  r a t e s  a n d  o t h e r  
a n t i c i p a t e d  c o s t s  were c o n s i d e r e d .  F i n a l l y , . . t h e  Navy 
i n d i c a t e s  t h a t  i t  was a b l e  t o  make a p r o p e r  a n d  r e a l i s t i c  
a s s e s s m e n t  o f  a n  o f f e r o r ' s  c o s t  e s t i m a t i n g  t e c h n i q u e s  b a s e d  
on t h e  36 s a m p l e  w o r k  i t e m s  a n d  t h a t  i t  f o u n d  SWM's t o t a l  
e s t i m a t e d  c o s t  t o  b e  r e a s o n a b l e .  

O u r  r e v i e w  o f  c o s t  r e a l i s m  a s s e s s m e n t s  is l i m i t e d  t o  a 
d e t e r m i n a t i o n  o f  w h e t h e r  a n  a g e n c y ' s  c o s t  e v a l u a t i o n  was 
r e a s o n a b l y  b a s e d  a n d  was n o t  a r b i t r a r y .  R o b e r t  E .  
D e r e c k t o r  o f  Rhode  I s l a n d ,  I n c . ,  Boston S h i p y a r d  C o r p .  
B - 2 1 1 9 2 2 ;  B - 2 1 1 9 2 2 . 2 ,  F e b .  2 ,  1 9 8 4 ,  8 4 - 1  C . P . D .  1 1 4 0 .  We 
h a v e  c o n s i s t e n t l y  h e l d  t h a t  a c o n t r a c t i n g  a g e n c y ' s  a n a l y s i s  
o f  c o m p e t i n g  c o s t  p r o p o s a l s  i n v o l v e s  t h e  e x e r c i s e  o f  
i n f o r m e d  j u d g m e n t  a n d  is e n t i t l e d  t o  g r e a t  w e i g h t  b e c a u s e  
t h e  a g e n c y  i s  i n  t h e  b e s t  p o s i t i o n  t o  d e t e r m i n e  t h e  r e a l i s m  
o f  c o s t s  u n d e r  t h e  p r o p o s e d  t e c h n i c a l  a p p r o a c h e s .  E c o l o g y  
a n d  E n v i r o n m e n t ,  I n c . ,  B - 2 0 9 5 1 6 ,  A u g .  2 3 ,  1 9 8 3 ,  8 3 - 2  
C.P .D.  1 2 2 9 .  S e t a c ,  I n c . ,  B - 2 0 9 4 8 5 ,  J u l y  2 5 ,  1 9 8 3 ,  8 3 - 2  
C . P . D .  1 1 2 1 .  C o s t s  s h o u l d  b e  e x a m i n e d  i n  s u f f i c i e n t  d e p t h  
t o  a r r i v e  a t  a v a l i d  " s h o u l d  c o s t "  e s t i m a t e  f o r  t h e  
p r o p o s a l .  S o u t h e r n  C a l i f o r n i a  O c e a n  S t u d i e s  C o n s o r t i u m ,  
56 Comp. Gen.  7 2 5  ( 1 9 7 7 ) ,  7 7 - 1  C.P.D.  1 4 4 0 .  

We b e l i e v e  t h e  N a v y ' s  c o s t  a n a l y s i s  was r e a s o n a b l e .  
T r i p l e  " A "  d o e s  n o t  c h a l l e n g e  t h e  g o v e r n m e n t  e s t i m a t e s  f o r  
t h e  s a m p l e  work  i t e m s  a n d ,  i n  o u r  v i e w ,  h a s  p r o v i d e d  no 
r e a l  e v i d e n c e  t o  c o n v i n c e  u s  t h a t  t h e  N a v y ' s  m e t h o d o l o g y  
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was u n r e a s o n a b l e .  The  Navy i n d i c a t e s  t h a t  t h e  a d j u s t m e n t  
f a c t o r  was o n l y  a p p l i e d  t o  s i m i l a r  i t e m s  w i t h  r e s p e c t  t o  
e a c h  s h i p  a v a i l a b i l i t y  a n d  t h a t  c o s t  e l e m e n t s  f o r  e a c h  
a v a i l a b i l i t y  w h i c h  were n o t  s i m i l a r  t o  t h e  s a m p l e  work  
i t e m s  were s e p a r a t e l y  e v a l u a t e d  b y  t h e  C R T .  B a s e d  o n  t h e  
r e c o r d ,  we c a n n o t  s a y  t h a t  s u c h  a n  a p p r o a c h  was 
u n r e a s o n a b l e  o r  t h a t  t h e  Navy was r e q u i r e d  t o  c o n d u c t  a 
s e p a r a t e  c o s t  r e a l i s m  a n a l y s i s  f o r  e a c h  a v a i l a b i l i t y .  

T r i p l e  " A " ' s  r e m a i n i n g  t w o  a l l e g a t i o n s  a r e  a l s o  
w i t h o u t  m e r i t .  The  Navy i n d i c a t e s  t h a t  i n f l a t i o n  f a c t o r s ,  
f u t u r e  o v e r h e a d  r a t e s  a n d  o t h e r  a n t i c i p a t e d  c o s t  c h a n g e s  
were c o n s i d e r e d  i n  t h e  c o s t  a n a l y s i s .  W i t h  r e s p e c t  t o  
T r i p l e  " A ' * ' s  c o n t e n t i o n  t h a t  SWM's e s t i m a t e d  t o t a l  c o s t  was 
t o o  l o w ,  T r i p l e  " A "  h a s  f a i l e d  t o  s u b m i t  a n y  e v i d e n c e  t o  
s u b s t a n t i a t e  i t s  c l a i m  t h a t  SUM m a t e r i a l l y  u n d e r s t a t e d  
man-hours  a n d  h o u r l y  l a b o r  r a t e s .  A c c o r d i n g l y ,  T r i p l e  " A "  
h a s  f a i l e d  t o  meet i t s  b u r d e n  o f  a f f i r m a t i v e l y  p r o v i n g  i t s  
c a s e .  S e t a c ,  I n c . ,  B - 2 0 9 4 8 5 ,  s u p r a .  

D r y d o c k  S e r v i c e s  

The  Navy i n d i c a t e s  t h a t  u n d e r  t h e  Phase 'd  M a i n t e n a n c e  
P r o g r a m ,  i t  was e x p e c t e d  t h a t  t h e r e  w o u l d  b e  o n e  a v a i l a b i l -  
i t y  f o r  e a c h  s h i p  w h e r e  some work  r e q u i r i n g  d r y d o c k i n g  
w o u l d  h a v e  t o  b e  p e r f o r m e d .  I n  t h e  S a n  F r a n c i s c o  a r e a ,  
h o w e v e r ,  o n l y  two f i r m s  p o s s e s s e d  a d e q u a t e  d r y d o c k  
f a c i l i t i e s  f o r  A O R  c l a s s  v e s s e l s  a n d  o n l y  o n e  o f  t h o s e  was 
a s m a l l  b u s i n e s s  f i r m  ( T r i p l e  " A " ) .  The Navy s t a t e s  t h a t  
i n c l u d i n g  t h e  d r y d o c k i n g  a s  a r e q u i r e m e n t  i n  t h e  s o l i c i t a -  
t i o n  w o u l d  h a v e  e x c l u d e d  f o u r  o t h e r  s m a l l  b u s i n e s s e s  i n  t h e  
a r e a  t h a t  were c a p a b l e  o f  p e r f o r m i n g  t h e  v a s t  m a j o r i t y  o f  
t h e  work .  

A s  a r e s u l t ,  t h e  Navy e l i m i n a t e d  t h e  d r y d o c k i n g  
r e q u i r e m e n t  f r o m  t h e  RFP.  A f t e r  t h e  c o n t r a c t  was a w a r d e d  
t o  SWM, t h e  Navy d i r e c t e d  SWM t o  c o m p e t e  t h e  s u b c o n t r a c t  
f o r  t h e  d r y d o c k i n g  p a c k a g e .  I n  r e s p o n s e  t o  t h a t  s o l i c i t a -  
t i o n ,  SWM r e c e i v e d  o n e  p r o p o s a l  a n d  a l e t t e r  f r o m  T r i p l e  
" A "  i n d i c a t i n g  t h a t  i t  was s u b m i t t i n g  i t s  p r o p o s a l  d i r e c t l y  
t o  t h e  Navy s i n c e  SWM i s  i t s  c o m p e t i t o r .  T r i p l e  " A "  a r g u e s  
t h a t  t h e  Navy s h o u l d  h a v e  c o m p e t e d  t h e  d r y d o c k i n g  s e r v i c e s  
d i r e c t l y .  

The d e t e r m i n a t i o n  o f  t h e  g o v e r n m e n t ' s  a c t u a l  n e e d s  a n d  
t h e  b e s t  m e t h o d  o f  a c c o m m o d a t i n g  t h o s e  n e e d s  a r e  p r i m a r i l y  
t h e  r e s p o n s i b i l i t y  o f  t h e  c o n t r a c t i n g  a g e n c y .  C o n s e -  
q u e n t l y ,  w e  w i l l  n o t  q u e s t i o n  a n  a g e n c y ' s  d e t e r m i n a t i o n  o f  
i t s  a c t u a l  minimum n e e d s  u n l e s s  t h e r e  is a s h o w i n g  
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that the determination has no reasonable basis. 
Ridg-U-Rak, Inc. B-211395, Aug. 8, 1983, 83-2 C.P.D.' 
7 179. In addition, the protester carries the burden of  
showing that the agency's determination as to the best 
method of accommodating its minimum needs was not 
reasonable. Baucom Janitorial Services, Inc., 8-210216, 
Nay 31, 1983; 83-1 C.P.D. 1 584. 

We find that the Navy's decision to eliminate the 
drydocking requirement from the RFP and procure these 
services by amending SWM's contract was reasonable and 
consistent with the Navy's obligation to maximize 
competition. Furthermore, we note that Triple " A "  did have 
an opportunity to compete for the drydocking requirement, 
but declined to do S O .  The mere fact that Triple "A" 
dSsagrees with an agency's discretionary decision is not 
grounds to disturb it. James G. Biddle Company, R-196394, 
Feb. 13, 1980, 80-1 C.P.D. 1 129. We conclude that Triple 
"A" has failed to show that the Navy's decision in this 
regard lacked a reasonable basis. 

Propriety of Award and the Exerc1se"of Options 

Due to a determination of public exigency, the Navy 
awarded this contract to SWM without prior notification to 
other offerors. After being advised of the award, Triple 
"A" filed a timely size status protest with the Small 
Business Administration (SBA). 
on December 6, 1983, determined that SWM was other than a 
small business concern and, on February 1, 1984, this 
determination was affirmed by the SBA's Office o f  Hearing 
and Appeals. Triple "A" argues that the contract award to 
SWM was, therefore, improper and should be terminated o r ,  
at the least, that the options should not be exercised. 
The Navy argues that the termination of the present con- 
tract is not in the best interests of the government and 
that the exercise of options is a matter of contract 
administration which the Navy will review in accordance 
with applicable regulations. 

The SBA's regional office, 

Our decisions have clearly held that where an award of 
a small business set-aside is made without prior notice to 
competing offerors, the award must be subject to a timely 
size status protest if the small business size status 
protest procedures are not to be circumvented. Mil-Tech 
Systems, Corp.; ACR Electronics, Inc. B-200260, B-200260.2, 
Feb. 9, 1981, 81-1 C.P.D. 7 78; R. E. Brown Co., Inc., 
B-193672, Aug. 29, 1979, 79-2 C.P.D. 7 164. 



B-213738 8 

However ,  t h o s e  d e c i s i o n s  i n v o l v e d  c i r c u m s t a n c e s  w h e r e  
t h e  a g e n c y  was o b l i g e d  t o  n o t i f y  c o m p e t i n g  o f f e r o r s  o f  t h e  
i n t e n t  t o  a w a r d  a s e t - a s i d e  c o n t r a c t ,  b u t  f a i l e d  t o  s o  d o .  
Here ,  t h e  c o n t r a c t i n g  o f f i c e r  w a i v e d  t h e  n o t i c e  r e q u i r e m e n t  
d u e  t o  a n  u r g e n c y  d e t e r m i n a t i o n .  S i n c e  a w a r d  was u r g e n t ,  
t h e  c o n t r a c t i n g  a g e n c y  was n o t  r e q u i r e d  t o  f o l l o w  t h e  5-day 
n o t i f i c a t i o n  r u l e  t o  e n a b l e  u n s u c c e s s f u l  o f f e r o r s  t o  f i l e  a 
s i z e  p r o t e s t .  D A R  $ 5  1 - 7 0 3 ( b ) ( l ) ,  3 . 5 0 8 . 2 ( b ) ;  -- s e e  a l s o  
A m e r i c a n  M a i n t e n a n c e  Managemen t  S e r v i c e s ,  I n c o r p o r a t e d ,  
B-179126 ,  F e b .  1 2 ,  1 9 7 4 ,  74-1 C . P . D .  1 64 .  U n d e r  t h e s e  
c i r c u m s t a n c e s ,  w e  f i n d  t h a t  t h e  N a v y ' s  a w a r d  o f  t h e  
c o n t r a c t  t o  SWM was p r o p e r  a n d  t h a t ,  u n d e r  D A R  

p r o t e s t  t o  t h e  S B A  f o r  c o n s i d e r a t i o n  in c o n n e c t i o n  o n l y  
w i t h  f u t u r e  p r o c u r e m e n t  a c t i o n s .  A c c o r d i n g l y ,  w e  see  no  
r e a s o n  t o  recommend t h a t  t h e  e x i s t i n g  c o n t r a c t  s h o u l d  b e  
d i s t u r b e d .  

5 1 - 7 0 3 ( b ) ( l ) ( c ) ,  t h e  Navy p r o p e r l y  r e f e r r e d  T r i p l e  " A " '  S 

W i t h  r e s p e c t  t o  t h e  e x e r c i s e  o f  t h e  o p t i o n s  u n d e r  t h i s  
c o n t r a c t ,  w e  f i n d  t h a t  i t  i s  a mat te r  t o  b e  r e s o l v e d  by t h e  
Navy i n  a c c o r d a n c e  w i t h  a p p l i c a b l e  r e g u l a t i o n s .  See 
D A R  5 1 - 1 5 0 0 ;  G a l l e g o s  R e s e a r c h  C o r p o r a t i o n - - R e c o n s i d e r a -  
-' t i o n  B - 2 0 9 9 9 2 . 2 ,  B - 2 0 9 9 9 2 . 3 ,  Nov. 2 1 ,  1 9 8 3 ,  83-2 C . P . D . 1  
597 .  The  c o n t r a c t  was p r o p e r l y  a w a r d e d  t o  SWM a n d  t h e  
d e t e r m i n a t i o n  t o  e x e r c i s e  t h e  o p t i o n s  s h o u l d  b e  made in 
a c c o r d a n c e  w i t h  t h e  D A R  5 1-1500  c r i t e r i a .  A l t h o u g h  t h e  
c o n t r a c t  s h o u l d  n o t  b e  c o n t i n u e d  a s  a s m a l l  b u s i n e s s  
c o n t r a c t ,  t h e  e x e r c i s e  o f  o p t i o n s  i s  n o t  p r e c l u d e d  i f  d o n e  

- 

in a c c o r d a n c e  w i t h  a p p l i c a b l e  r e g u l a t i o n s .  G a l l e g o s  
R e s e a r c h  C o r p o r a t i o n ,  R e c o n s i d e r a t i o n ,  B-209992 .2 ,  
B-209992.3 ,  s u p r a .  

The  p r o t e s t  is d e n i e d .  

- 1  C o m p t r o l l e r  G e n e r a l  
o f  t h e  U n i t e d  S t a t e s  




