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DIGEST 

The apparent low bids for a contract contemplating award for 
a 1-year base period and four 1-year options are mathemati- 
cally unbalanced where there are price differentials of 107 
percent and 51 percent, respectively, between the base year 
bids and the fourth option year bids and the price differen- 
tial between bid performance periods is attributable 
primarily to the bidders' discretionary decision to complete 
paying for equipment in the early years of contract perfor- 
mance. Since the agency has a reasonable doubt that the 
acceptance of those bids which do not become low until the 
fourth and fifth years of the contract ultimately would 
result in the lowest overall cost to the government, the 
bids properly are rejected as materially unbalanced. 

DECISION 

Professional Waste Systems, Inc. (PTJS), and Tri-State 
Services of Texas (TSS) protest the rejection of their bids 
as materially unbalanced under invitation for bids ( IFB) 
No. DABT10-87-B-0065, issued as a 100 percent small business 
set-aside by Fort Benning, Georgia. The procurement is for 
the acquisition of all labor, supervision, facilities, 
tools', materials, equipment, containers and vehicles for 
collection and transportation of refuse at Fort Benning and 
the disposal of refuse in the Fort Benning landfill, 
including operation and maintenance of the landfill. 

We deny the protests. 

The IFB provided for award of a 1-year base period covering 
fiscal year 1988 with four 1-year option periods. The IFB 
incorporated by reference the Federal Acquisition Regulation 
(FAR) clause found at 48 C.F.R. S 52.217-5 (19861, entitled 
Evaluation of Options, which advised bidders that the 
government would evaluate bids on the total price for the 
base requirement and all options and further advised that 
the government could reject an offer as nonresponsive if it 
were materially unbalanced as to prices for the basic 
requirement and the option quantities. 



On J u l y  30, 1 9 8 7 ,  t h e  p r o c u r i n g  agency r e c e i v e d  and r eco rded  
10 b i d s .  The f i r s t  f o u r  b i d s  were as f o l l o w s  ( r o u n d e d ) :  

Base 
Year O P  YR 1 OP YR 2 OP YR 3 OP YR 4 TOTAL - 

PWS 9 9 6 , 7 4 4  71 1 , 3 3 6  6 9 3 , 3 2 4  4 7 4 , 9 3 6  4 8 0 , 9 3 6  3 , 3 5 7 , 2 7 6  

MMI* 1 , 0 1 0 , 0 4 0  1 , 0 1 0 , 0 4 0  4 9 7 , 6 5 2  4 9 7 , 6 5 2  4 9 7 , 6 5 2  3 , 5 1 3 , 0 3 6  

TSS 8 8 6 , 6 7 3  8 4 0 , 4 0 8  8 2 8 , 5 4 0  6 4 2 , 8 1 0  5 8 7 , 1 3 6  3 , 7 8 5 , 5 6 7  

M D I *  7 8 0 , 0 0 0  7 8 0 , 0 0 0  7 8 0 , 0 0 0  7 8 0 , 0 0 0  7 8 0 , 0 0 0  3 , 9 0 0 , 0 0 0  

* M M I  - Midland M a i n t e n a n c e  I n c .  
MDI - Mark Dunning I n d u s t r i e s ,  I n c .  

On August 4 ,  t h e  c o n t r a c t i n g  o f f i c e r  wrote t o  PWS, M M I  and TSS 
c o n c e r n i n g  t h e  s i g n i f i c a n t  v a r i a n c e  between t h e i r  b i d  p r i c e s  
f o r  t h e  base y e a r  and t h e i r  p r i c e s  f o r  t h e  o p t i o n  y e a r s .  The 
c o n t r a c t i n g  o f f i c e r  asked  each b i d d e r  t o  examine i ts  b i d  f o r  
mi s t akes  and p o s s i b l e  unba lanc ing .  I n  t h e  e v e n t  t h a t  b i d d e r s  
chose  t o  conf i rm t h e i r  b i d ,  t h e  c o n t r a c t i n g  o f f i c e r  asked  f o r  
a n  e x p l a n a t i o n  of t h e  a p p a r e n t  d i s p a r i t y  i n  p r i c e s  f o r  t h e  base 
c o n t r a c t  p e r i o d  and o p t i o n  y e a r s ,  as w e l l  as workshee t s  and 
o t h e r  s u p p o r t i n g  documents.  A l l  three c o n t r a c t o r s  v e r i f i e d  
t h e i r  bid p r i c e s .  

PWS s u b m i t t e d  c o s t  d a t a  i n d i c a t i n g  t h a t  c o s t s  f o r  t h e  b a s i c  and 
~ f i r s t  two o p t i o n  y e a r s  were i n c r e a s e d  by l o a n  payments of 

$ 4 2 5 , 1 4 8  i n  t h e  b a s e  y e a r  and $ 1 6 9 , 4 6 4  i n  each of t h e  f i r s t  and 
second o p t i o n  y e a r s .  TSS e x p l a i n e d  t h a t  i t s  base yea r  p r i c e  
i n c l u d e d  p u r c h a s e  of a d d i t i o n a l  equipment and t h a t  o t h e r  
equipment  would be o b t a i n e d  by  a 3-year l ea se -purchase  p l a n ,  
c o s t s  of which would n o t  be i n c u r r e d  i n  t h e  f o u r t h  o r  f i f t h  
y e a r  of c o n t r a c t  performance.  TSS a d v i s e s  t h a t  a 3-year p l a n  
saved  $ 1 2 8 , 0 0 0  o v e r  a 5-year  p l a n .  

On August 2 0 ,  t h e  c o n t r a c t i n g  o f f i c e r  a d v i s e d  t h e  three low 
b i d d e r s  t h a t  he  w a s  r e j e c t i n g  t h e i r  b i d s  as m a t e r i a l l y  unbal- 
anced and ,  c o n s e q u e n t l y ,  nonrespons ive .  All three b i d d e r s  
p r o t e s t e d  t h e  r e j e c t i o n  of t h e i r  b i d s ;  M M I  withdrew i t s  p r o t e s t  
a p p a r e n t l y  i n  r e s p o n s e  t o  a c h a l l e n g e  t o  i ts small b u s i n e s s  
s i z e  s ta tus .  Award w a s  made t o  M D I .  

The c o n t r a c t i n g  o f f i c e r ' s  d e c i s i o n  t o  re ject  t h e  b i d s  of PWS 
and TSS as m a t e r i a l l y  unbalanced  is w i t h o u t  l e g a l  o b j e c t i o n  i f  
( 1 )  t h e  b i d s  are  i n  f ac t  m a t h e m a t i c a l l y  unbalanced and ( 2 )  t h e  
c o n t r a c t i n g  o f f i c e r  had a r e a s o n a b l e  doubt  t h a t  award t o  e i t h e r  
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PWS o r  TSS would r e su l t  i n  t h e  lowest o v e r a l l  c o s t  t o  t h e  
government.  Howell C o n s t r u c t i o n ,  I n c . ,  B-225766, Apr. 30,  
1987, 66 Comp. Gen. 87-1 CPD 11 455. 

An examina t ion  of  b i d  unba lanc ing  has  two a s p e c t s .  F i r s t ,  t h e  
b i d  must be e v a l u a t e d  m a t h e m a t i c a l l y  t o  d e t e r m i n e  whether each  
i t e m  carr ies  i t s  s h a r e  of t h e  c o s t  of t h e  work s p e c i f i e d  f o r  
t h a t  i t e m  as w e l l  as overhead  and p r o f i t .  I f  t h e  b i d  is  based  
on nominal p r i c e s  f o r  some of t h e  work and enhanced p r i c e s  f o r  
o t h e r  work, it is  m a t h e m a t i c a l l y  unbalanced.  The second p a r t  
o f  t h e  t es t  is  t o  e v a l u a t e  t h e  b i d  t o  d e t e r m i n e  whether award 
t o  a b i d d e r  t h a t  h a s  s u b m i t t e d  a m a t h e m a t i c a l l y  unbalanced b i d  
w i l l  r e s u l t  i n  t h e  l o w e s t  o v e r a l l  c o s t  t o  t h e  government. I f  
award t o  a p a r t y  t h a t  s u b m i t s  a m a t h e m a t i c a l l y  unbalanced b i d  
w i l l  n o t  r e s u l t  i n  t h e  l o w e s t  o v e r a l l  c o s t  t o  t h e  government,  
t h e  b i d  is  m a t e r i a l l y  unbalanced  and canno t  be accep ted .  
Landscape B u i l d e r s  C o n t r a c t o r s ,  B-225808.3, May 21 ,  1987, 87-1 
CPD 11 533. 

With r e g a r d  t o  s e r v i c e  c o n t r a c t s  t h a t  i n v o l v e  e v a l u a t i o n  of a 
base p e r i o d  and o p t i o n  p e r i o d s ,  as i n  t h e  i n s t a n t  case, w e  have  
h e l d  t h a t  a b i d  w i l l  be q u e s t i o n e d  where i n  terms of  t h e  
p r i c i n g  s t r u c t u r e  e v i d e n t  among t h e  base and o p t i o n  p e r i o d s  it 
is  n e i t h e r  i n t e r n a l l y  c o n s i s t e n t  nor  comparable  t o  t h e  o t h e r  
b i d s  r e c e i v e d .  W e  have r ecogn ized  t h a t  a l a r g e  p r i c e  d i f f e r e n -  
t i a l  between base and o p t i o n  p e r i o d s ,  o r  between one o p t i o n a l  
p e r i o d  and a n o t h e r ,  may be  prima f a c i e  e v i d e n c e  of  ma themat i ca l  
unba lanc ing .  - See  Howell C o n s t r u c t i o n ,  I n c . ,  B-225766, supra.  

The r e c o r d  shows t h a t  PWS' base y e a r  b i d  is  107 p e r c e n t  h i g h e r  
, t h a n  i t s  b i d  f o r  t h e  f o u r t h  o p t i o n  y e a r ;  TSS'  b a s e  yea r  b i d  is 

51 p e r c e n t  h i g h e r  t h a n  i t s  b i d  f o r  t h e  f o u r t h  o p t i o n  y e a r .  
PWS' b a s e  y e a r  b i d  is  h i g h e r  t h a n  i t s  t h i r d  and f o u r t h  y e a r  
o p t i o n  y e a r  b i d s  added t o g e t h e r ;  h a l f  o f  its t o t a l  b i d  a p p e a r s  
i n  t h e  b a s e  and f i r s t  o p t i o n  y e a r .  While f i v e  b i d d e r s  i nc lud -  
i n g  PWS and TSS s u b m i t t e d  f r o n t - l o a d e d  b i d s ,  f i v e  o t h e r s  
o f f e r e d  l e v e l  p r i c i n g  f o r  t h e  b a s e  yea r  as w e l l  as t h e  o p t i o n s .  

F u r t h e r ,  as f a r  as PWS' b i d  is  concerned ,  w e  have  h e l d  much 
smaller d i f f e r e n t i a l s  t o  i n d i c a t e  by t h e i r  v e r y  magnitude t h a t  
t h e  b i d  is m a t h e m a t i c a l l y  unbalanced .  - See  Howell C o n s t r u c t i o n ,  
2' I n c  B-225766, supra, ( 8 5  p e r c e n t )  and USA Pro  Company, I n c . ,  
B-220976, Feb. 13 ,  1986, 86-1 CPD 11 159 ( 9 0  p e r c e n t ) .  

Both PWS and TSS p r o f f e r  e x p l a n a t i o n s  r e l a t e d  t o  c o n t r a c t  
f i n a n c i n g  t o  e x p l a i n  t h e i r  b i d d i n g  p a t t e r n s .  TSS h a s  acknowl- 
edged t h a t  it c o u l d  have n e g o t i a t e d  a 5-year  lease purchase  
p l a n  b u t  t h a t  t h e  3-year p l a n  saved  $ 1 2 0 , 0 0 0 ,  a lmos t  p r e c i s e l y  
t h e  d i f f e r e n c e  between TSS' t o t a l  b i d  p r i c e  and t h a t  of M D I .  
Both b i d d e r ' s  e x p l a n a t i o n s  i n d i c a t e  t h a t  t h e  p r i c i n g  d i f f e r e n -  
t i a l  relates t o  f i n a n c i n g  c o n s i d e r a t i o n s  and n o t  t o  d i f f e r e n c e s  
i n  work o r  t h e  c o s t  of work. Both e x p l a n a t i o n s  are based on 
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t h e  b i d d e r s '  b u s i n e s s  judgments ,  b u t  it is  n o t  ou r  p r a c t i c e  t o  
l o o k  behind  a b i d  t o  ascertain t h e  b u s i n e s s  judgments t h a t  w e n t  
i n t o  i t s  p r e p a r a t i o n .  Crown Laundry and Dry C l e a n e r s ,  I n c . ,  
8 - 2 0 8 7 9 5 . 2 ,  B-209311 ,  Apr. 2 2 ,  1 9 8 3 ,  83-1 CPD 7 4 3 8 .  Based on 
t h e i r  p r i c i n g  of t h e  base y e a r  and o p t i o n s  y e a r s ,  w e  conc lude  
t h a t  t h e  PWS and TSS b i d s  are  m a t h e m a t i c a l l y  unbalanced.  

A s  no ted  above ,  a b i d  is  m a t e r i a l l y  unbalanced i f  t he re  is  a 
r e a s o n a b l e  doub t  t h a t  award t o  t h e  bidder  s u b m i t t i n g  a mathe- 
m a t i c a l l y  unbalanced b id  w i l l  r esu l t  i n  t h e  l o w e s t  u l t i m a t e  
c o s t  t o  t h e  government.  Howell C o n s t r u c t i o n ,  Inc . ,  B-225766,  
supra.  For a long  t i m e ,  o u r  material unbalanc ing  a n a l y s i s  w a s  
l i m i t e d  t o  d e t e r m i n i n g  whether t h e  government r e a s o n a b l y  
expec ted  t o  e x e r c i s e  t h e  o p t i o n s .  See f o r  example,  J i m m y ' s  
A E l i a n c e ,  61 Comp. Gen. 444  ( 1 9 8 2 1 ,  82-1 CPD 7 5 4 2 .  I f  t h e  
e x e r c i s e  was r e a s o n a b l y  a n t i c i p a t e d ,  w e  concluded  t h a t  t h e  b id  
w a s  n o t  m a t e r i a l l y  unbalanced .  However, i n  cases i n v o l v i n g  
ex t reme f r o n t - l o a d i n g  and where t h e  m a t h e m a t i c a l l y  unbalanced 
b id  does  n o t  become low u n t i l  t h e  end of t h e  f i n a l  o p t i o n  y e a r ,  
w e  have i n d i c a t e d  t h a t ,  d e s p i t e  t h e  i n i t i a l  i n t e n t  t o  exercise 
t h e  o p t i o n s ,  i n t e r v e n i n g  e v e n t s  c o u l d  cause t h e  c o n t r a c t  n o t  t o  
run i t s  f u l l  term, r e s u l t i n g ,  t h e r e f o r e ,  i n  i n o r d i n a t e l y  h i g h  
c o s t  t o  t h e  government and a w i n d f a l l  t o  t h e  b i d d e r .  Under 
t h i s  t y p e  of f a c t u a l  s i t u a t i o n ,  w e  have h e l d  t h a t  there was a 
r e a s o n a b l e  doub t  whether  t h e  m a t h e m a t i c a l l y  unbalanced b i d  
would u l t i m a t e l y  p r o v i d e  t h e  l o w e s t  c o s t  t o  t h e  government.  
A p p l i c a t o r s ,  Inc . ,  B-215035,  J u n e  2 1 ,  1 9 8 4 ,  84-1 CPD 7 6 5 6 .  

The r e c o r d  shows t h a t  t h e  TSS b id  does  n o t  become low when 
compared t o  t h e  b i d  of t h e  awardee,  M D I ,  u n t i l  t h e  l as t  o p t i o n  

. y e a r s  and t h e  PWS bid d o e s  n o t  become low u n t i l  t h e  f o u r t h  
y e a r .  On these f a c t s ,  t h e r e f o r e ,  w e  conc lude  t h a t  t h e  Army had 
s u f f i c i e n t  r e a s o n a b l e  d o u b t  t h a t  a c c e p t a n c e  of t h e  PWS and TSS 
b i d s  would a c t u a l l y  p r o v i d e  t h e  l o w e s t  c o s t  t o  t h e  qovernment.  - -  
See Lear S i e g l e r ,  Inc . ,  B - 2 0 5 5 9 4 . 2 ,  J u n e  2 9 ,  1 9 8 2 ,  82-1 CPD 
-32. 

I n  t h e  i n s t a n t  case, t h e  c o n t r a c t i n g  o f f i c e r  p o i n t s  o u t  s e v e r a l  
p o s s i b i l i t i e s  t h a t  cou ld  p r e c l u d e  o p t i o n  exercise. The agency 
i n d i c a t e s  t h a t  t h e  e x i s t i n g  l a n d f i l l  may be f i l l e d  w i t h i n  t h e  
n e x t  y e a r  and require u s e  of  a n o t h e r  l a n d f i l l .  A l s o ,  t h e  Army 
p o i n t s  ou r  t h a t  t r o o p  t r a n s f e r s  may cause a decrease i n  refuse 
volume. As PWS p o i n t s  o u t ,  t h e  c o n t r a c t i n g  o f f i c e r  is  r e q u i r e d  
t o  make a d e t e r m i n a t i o n  p r i o r  t o  e v a l u a t i n g  o p t i o n s  and p r i o r  
t o  u s i n g  t h e  FAR,  Si 5 2 . 2 1 7 - 5  c l a u s e ,  t h a t  there i s  a " reason-  
able l i k e l i h o o d "  t h a t  o p t i o n s  w i l l  be e x e r c i s e d  and t h a t  these  
f a c t o r s  were c o n s i d e r e d  by t h e  Army and  n o t  seen as problems 
when i s s u i n g  t h e  IFB w i t h  t h e  E v a l u a t i o n  of Op t ions  clause.  
However, even i f  w e  a s s u m e ,  as PWS and TSS con tend ,  t h a t  t h e  
Army a t  t h e  p r e s e n t  t i m e  e x p e c t s  t o  exercise t h e  o p t i o n s  under 
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the contemplated contract, that still does not obviate the 
correctness of the determination made here to reject PWS and 
TSS' bid as materially unbalanced. See Howell Construction, 
Inc 8-225766, supra. .I 

- 

We deny the protests. 

& Ja s F. Hinchman 
General Counsel 

J 
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