72 0/E

COMPTROLLER GENERAL OF YHE UNITED STATES
WASHINGTON, D.C. 20348

Deccauaber 19, 1973

“ Jo#FT

B-17%102

Scllers, Conner & Cuneo
1625 K Street, NHW,
Vashington, D,C, 20006 ,

Lttention: C, Stanley Dees, Loq.

Gentlenmen:

Thias 1o in reply to your letter of October 31, 1973, and prior
correnpondence, protesting on behalf of ADC Managenment Scrvices,
Incorporated, egaingt rejection of ite propocal and award of a con~ .
tract to another firm under RFP NOO123-73~R-1700, issued by the Naval
Lejionul Procurement Of£fica, Los Angeles, Califosnia,

The golicitation requested offers to provide mesy ettendant
aervices for the Haval Training Center at San Diepo, Californis,
The 13 offers rccelved in response to the RFP were evaluated and |
4y including the ABC offev, wera detornined to Le in the eompetitive
range, After a period of ne"otintions and a review of beot and
final offera, the Navy deecided that acceptance of your low offer (in
the emount of £585,077.79) would be contrary to the terume of the RFP
aud a contract was averded to Yederpl Food Sexvice, Incorporated

(Pederal), in tha amount of $622,056,96.

The RFP required ofrerors to subnit mamming cherts to rofleet
the proposad use of man~hours to perform the tashks called for by the
contract. The RPP also et forth the Covernment'n estimates of tha
total nanning hours required for catisfactory performanes, and prowided
that the subnlesion of manning charte reflecting total hours felling
worr: than 5 percont below ths Governnent estimstoe “may result in re-
Jection of the offer without furthesr nogotintions unless apocific juoti~
fication for the fewer proposed hours was provided. Secction D of the

RF® further ptated:

"(b) Turther eveluation of tha offeror's naunning
charts will be booced on the following criteria:”
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"(2) the houra shovn 4in the monning charts must be
supported by the price offered when compored as
follova, The total hours reflected in the
manning charts for tho contract period (1.c.,
.based on a contract year containing 252 wcekdeya
and 113 weeliend Jays/holidays) will ba divided
into the total offered price (less any evaluated
prompt paynent dipcount) to assure that this

- dollaxr/hiour ratio is at least pufficient to covar
tha followding bapic labor exnenscs?

(1) the basic wage ratej

"(11) if applicable, fringe bLenefits, (hoalth and
welfave, vacation, and holidayg); aud

"(111) other amployce~-related expenses as followas

A FICA (including Rospital Insurance) at
the rata of 5,85%

"(B) Unemployment Insurance at the rate set
forth by the offeror in the pravision in
Section D of this solicitation entitled
NO0fferor'a Statemont as to Unemnployment
Inneranze Rate and Worlkmen's Cempensa=-
tion Insurance Rate Applicable to His
Company'; end

"(C) Worlmen's Compenscation Incurcnce at tha
rate set forth by the offeror in the
provicion referred to in (B5) akove.

"Failure of the price offcred to thus support this offeror's
ranning chart moay result 1iu rojeetion of the proposal. without
frirther negotiations,

"(c) Avard will be nade to the responcible offeror vhose
propasnl, meeting tha criteria sct forth in (a) and (b)
abova, offers the loweot evaluated total prica.
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"Hote to Offoror: The purpose of tho above price~to-hours
evaluation is to ascuras

"{1) that manning chares submitted are not ,
~unrealistically inflated in hopan of
gecuring a more favorable proposal
evaluation; and

"(14) that uvward is not wade at a price so low
in relation to basie payroll and related
cxpenses established by law aas to jeopardiza
satisfactory performunca,"

The contracting officer computed tho minfvwm posgible dollar per
hour wvaga coat by adding to the basic wage rate (ecstablished by a
Departnent of Labor waga determination) amounts for health and welfcre
benefits, various payroll tares (sef, forth in sectlon D(b)(2)(1i1)
above), and paid vacatiohs and holidays. The record indicates thiat an
exact figure for computing the cost of vacations and holidays was not
availablae, but that the contracting officer deterunined that 5 parcent
of direct labor costs (basic vage rato plus health and welfare benefito)
was a valid minimun figure, awl he used that fisure in cowmputing the
pinimum possible cost per houvr for each best and £inal offer recelved,
As a rcault, the offcrs were analyzed as follows!

Mintmumn pessible

Total Total Averape dollar avarage dollar
Offeror hours net price per liour price par hour price
ABC 187,653.5 §585,077.79 3.118 3.329
Federal 187,8795.5 622,056,96 3,310 ‘ 3,326
Tidewater 192,023.5 698,210,706 3.636 3,337

ABC's offarviae rojceted beesuse this analyels revealed that it proposed
price f£ell short of gupporting the proposed number of hours by more than
21 cents per hour, Although this analysis also indicated that Fedoral'e
prica vas insufficicnt to support itse proposed houras, the Ravy viewed
this deviation as «n insignificant one and awvarded the contract to

Fed éra 1‘ .

In rejecting ARC'o offer, the MNavy noted that itn Jume 12, 1973,
latter cubnitting 1ito best end finzl cffer gtated that actual labor
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coasts would differ from that indicated by its wanning charts because

the charts wera structured at half hour intervals while ABC scheduled
labor to the quarter hour, at a clainad savings of 28 hours per day, .
The Havy reparded this assertion as "highly speculative" and further
regarded consideration of l5-minute scheduling as contravy to tha RFP
and unfalr to the othar offerors whnse proposals were based solely, on
the half hour intervals established by the manning charts included

wvith the RFP, It therafore considered only the hours shown on the
-manning charts in determining whether the ABC proposal could be accepted.

We agree with the Havy that it did not uect unreasnnably in rejecting
ABC's proposal, WHhile the Havy concedes the possibility tbat somg man-
hour savings were possible through l5-winute scheduling, thera is no
indication In the vecord that the Ravy'a view of tha spacific claired
pavings &8 "spaculative' is incorrect, Accordingly, tho contracting
offices waa undar-no duty to reopen nagotiations in order to consider
AC'g clainm that sipnificant savings wera posaible through quarter-hour
scheduling, If such a cavings is plausible, we thinli ABC should have
suggested that approach well prior to its asubnission of its best ond
final offer, so that the contracting officcr could have considered the
validity of that approach during the course of the negotlations that
vere conducted,

With respect to the award of a contract to Fedaral, the RFP provided
that award would be made to the offeror whost proposal mat the two basic
evaluation criteria, that iz, a proposed mannin5 leval viithin 5 percent
of the Covornnent estimate (unless justification was provided forx o
difforent level) and a price to support the dircct labor costs involved
in that manning level. VYederal's average per hour price was $3.31 vhile
the conmputad ninimum required price was $3,326, a differencs of §,016,
(Your assertion that the difference was nearly $0.04 io erroncous,)

As noted sbove, in computing the miniunum required price, the contracting
officer used a factor of 5 percent to represent vacntions and holidays,
Althoupgh thio figure wes not stated in the RIP, it was based on the
contracting officer's rcasonable estimate of viet vacations and holidays
should coat, and not on eny requirement of the RIFP, We note also that
the RFP explained that the purposa of the sccond critarion was to pre-
vent uarealistically inflated monning charts and an award at a price

£o low that satisfactory performance would be jaopardizod, As the

lavy points out, Federal's furnishing of its proposed 187,879,5 man-
hours would result ‘in an annual loss of only $2,005,07, while it would
need to furnish only 606 fewer hours during the year to offsat that loss,
Undar these circumstances, it appears that the contracting officer could
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hava reasonably cumeluded that the purpose of the RFP criterion would
be mat by acceptance of Federal's proposal.

It ie our belief, however, that the sclicitation should hava
advised offerors of a pracise, realistic figure that would be used
for factoring vacation and holiday co3sts into the basic labor ex-
pense computation, See 53 Comp, Gen, (B~17917), YNovember 30,
1973), Accordingly, we are bringing this matter to the attention
of tha Secretary of the Navy,

Sinceraly yours,

Paul' G, Dembling

¥or thg Comptroller General

of the United States
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