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DIGEST 

1 .  Protest that evaluation was improperly based on offerors 
providing operation and maintenance support for current 
configuration of training center control system, rather than 
upgraded system which will be in use for most of the 
contract, is denied where solicitation called for proposals 
to provide support for system in any state of upgrade over 
the course of the contract and solicitation included line 
items allowing upgrade of the system over the course of the 
contract. Protester's proposal was not rejected because the 
evaluation was based on current system, as opposed to 
upgraded system, as protester contends; but rather as a 
result of technical and management deficiencies in proposal. 

2 .  Since protester was told to submit material on current 
system, which should have led protester to enhance its 
approach in that respect and, since protester does not 
argue that other deficiencies, which were a significant 
cause of protester's failure to receive award, were not 
discussed, General Accounting Office does not conclude that 
more detailed discussions concerning the focus of proposal 
on upqraded system would have been relevant to the 
evaluation. 

3. Although protester's proposal was not given credit in 
cost evaluation for justified reductions in costs of 
materials below agency's cost estimates, protest is denied 
since, even when protester's proposal is given credit for 
reductions, its evaluated cost is still higher than that of 
the awardee and its technical and management proposal is not 
rated as high so protester is still not in line for award. 

4. Although awardee's offer was mathematically unbalanced 
between various labor rates for time and materials work and 
also unbalanced between time and materials labor rates and 
labor rates for other separately priced work, offer can 
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s t i l l  be accep ted  by c o n t r a c t i n g  agency since it is not  
m a t e r i a l l y  unbalanced.  

DECISION 

S c i e n c e  A p p l i c a t i o n s  I n t e r n a t i o n a l  Corp. (SAIC) p r o t e s t s  t h e  
award of a c o n t r a c t  t o  GE Government S e r v i c e s  under r e q u e s t  
f o r  p r o p o s a l s  (RFP)  No. DABT60-88-R-0042, i s s u e d  by t h e  Army 
f o r  o p e r a t i o n  and maintenance of t h e  N a t i o n a l  T r a i n i n g  
Cen te r - Ins t rumen ta t ion  System (NTC-IS) . G e n e r a l l y ,  S A I C  
con tends  t h a t  t h e  Army's e v a l u a t i o n  d i d  no t  conform t o  t h e  
e v a l u a t i o n  scheme set  o u t  i n  t h e  RFP. W e  deny t h e  p r o t e s t .  

The N a t i o n a l  T r a i n i n g  C e n t e r  (NTC) is a t r a i n i n g  f a c i l i t y  
which p r o v i d e s  a r e a l i s t i c  environment  i n  which heavy 
b a t t a l i o n  t a s k  f o r c e s ,  t h e i r  c o n t r o l l i n g  h e a d q u a r t e r s  and  
s u p p o r t i n g  u n i t s  c a n  undergo combined arms t r a i n i n g  us ing  
both  force-on-force and l i v e  f i r e  concep t s .  Force-on-force 
exercises are tact ical  o p e r a t i o n s  a g a i n s t  an  opposing f o r c e  
composed of Army u n i t s  which s i m u l a t e  S o v i e t  o r g a n i z a t i o n  
and tactics. V e h i c l e s ,  a i r c r a f t ,  s o l d i e r s ,  and weapons on 
both  s i d e s  of an e x e r c i s e  are equipped with t h e  m u l t i p l e  
i n t e g r a t e d  laser engagement system (MILES) which p e r m i t s  
weapons t o  be " f i r e d "  as t h e y  would wi th  l i v e  ammunition, 
r e g i s t e r i n g  h i t s  and near misses, f o r c i n g  " k i l i e d "  v e h i c l e s  
and s o l d i e r s  o u t  of a c t i o n .  MILES e v e n t s ,  a long  w i t h  
tact ical  and a d m i n i s t r a t i v e  communications are r e p o r t e d  t o  
t h e  NTC c o n t r o l  c e n t e r  a long  wi th  in fo rma t ion  on t h e  
l o c a t i o n  of p a r t i c i p a t i n g  s o l d i e r s ,  v e h i c l e s ,  a i r c r a f t  and 
weapons. Live f i r e  exercises invo lve  t h e  u s e  of an a r r a y  o f  
hundreds of computer -cont ro l led  t a r g e t s  which are r a i s e d  and 
lowered i n  sequences  which r e p r e s e n t  maneuvers of a t y p i c a l  
S o v i e t  motor ized  r i f l e  regiment.  

The NTC-IS is t h e  computer ized c o n t r o l  sys tem f o r  t h e  NTC 
and p r o v i d e s  d a t a  on actual and s i m u l a t e d  weapons systems 
and engagements and real-time assessment of s imula ted  
c a s u a l t i e s  and damage. The NTC-IS i n c l u d e s  f i v e  subsystems: 

-- The c o r e  i n s t r u m e n t a t i o n  subsystem ( C I S )  which 
per forms t h e  r ea l - t ime  d a t a  p rocess ing  necessa ry  
t o  ma in ta in  and c o n t r o l  t h e  NTC. 

-- The range d a t a  measurement subsystem (RDMS) 
which p r o v i d e s  p o s i t i o n  l o c a t i o n  and even t  
r e g i s t r a t i o n  d a t a  t o  t h e  C I S .  
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-- The range moni tor ing  and c o n t r o l  subsystem 
(RMCS) which p r o v i d e s  v o i c e ,  v ideo  and d i g i t a l  
d a t a  t r a n s m i s s i o n s  t o  and from remote equipment i n  
t h e  f i e l d  and the  o p e r a t i o n s  center. 

-- The l i v e  f i r e  subsystem (LFS)  which p rov ides  
t r a i n i n g  u n i t s  an o p p o r t u n i t y  t o  t r a i n  us ing  
e i ther  actual  ammunition or  MILES equipment. 

-- The spectrum management e n g i n e e r i n g  and c o n t r o l  
subsystem (SMECS) which performs a l l  o f f - l i n e  
p rocess ing  needed f o r  spectrum management and 
p r o v i d e s  r ea l - t ime  moni tor ing  of a secure data 
l i n k .  

The N T C - I S  c o n t r a c t o r  is t o  perform three d i f f e r e n t  
f u n c t i o n s .  P r i m a r i l y ,  t h e  c o n t r a c t o r  is t o  p r o v i d e ,  on a 
c o s t  reimbursement basis, i n  response  t o  t a s k  o r d e r s ,  
o p e r a t i o n  and m a i n t e n a n c e  ( O & M )  s u p p o r t  of t h e  NTC-IS. I n  
accordance  wi th  t h e  0 & M  s t a t e m e n t  of work and t h e  per- 
formance requi rements  summary, under t h e  basic and o p t i o n a l  
c o n t r a c t  l i n e  i t e m s  ( C L I N S )  ( a l lowing  performance th rough  
1 9 9 2 ) ,  t he  c o n t r a c t o r  is t o  f u r n i s h  t h e  necessa ry  p e r s o n n e l  
t o  suppor t  t h e  NTC-IS. Also, under s e p a r a t e  basic and 
o p t i o n a l  CLINS,  t h e  c o n t r a c t o r  w i l l  be reimbursed f o r  
materials, equipment and s e r v i c e s  procured  o r  leased which 
are n e c e s s a r y  f o r  o p e r a t i o n  and maintenance of t h e  NTC-IS. 
Second, under C L I N  N o .  0001 ,  i n  accordance w i t h  a s e p a r a t e  
work statement, t h e  c o n t r a c t o r  w i l l  perform t r a n s i t i o n a l  
work, a l s o  on a c o s t  reimbursement basis, n o t  t o  exceed 
30  d a y s ,  l e a d i n g  t o  f u l l  performance of t h e  O&M c o n t r a c t .  
F i n a l l y ,  t h e  s o l i c i t a t i o n  i n c l u d e s  o p t i o n s  and a t h i r d  work 
statement f o r  sys tem i n t e g r a t i o n  s e r v i c e s  which t h e  
c o n t r a c t o r  is t o  perform on a t i m e  and materials ( T & M )  
d e l i v e r y  o r d e r  b a s i s  i n  accordance  w i t h  f i x e d  h o u r l y  l a b o r  
r a t e s  inc luded  i n  t h e  c o n t r a c t .  Under t h e  s o l i c i t a t i o n ' s  
system i n t e g r a t i o n  C L I N S ,  each o f f e r o r  w a s  t o  propose r a t e s  
f o r  3 9  l i s ted  l a b o r  c a t e g o r i e s .  The s o l i c i t a t i o n  a l lowed 
o f f e r o r s  t o  propose d i f f e r e n t  rates f o r  each of t h e  t h r e e  
a n n u a l  system i n t e g r a t i o n  op t ions .  According t o  t h e  system 
i n t e g r a t i o n  work s t a t e m e n t ,  t he  c o n t r a c t o r  w i l l  merge new 
sys tems and t e c h n o l o g i e s  i n t o  t h e  NTC-IS i n c l u d i n g  changes 
i n  weapons, o b s e r v e r / c o n t r o l l e r  methodologies  and r e q u i r e -  
m e n t s ,  o r g a n i z a t i o n ,  tact ics  o r  d o c t r i n e s  and i n n o v a t i o n s  
t h a t  a f f e c t  t he  c o n f i g u r a t i o n ,  l o c a t i o n  o r  performance of  
t h e  NTC-IS. 

S A I C  i s  the  incumbent O&M s u p p o r t  c o n t r a c t o r  f o r  t h e  NTC-IS. 
S A I C  is a l s o  per forming  under a c o n t r a c t  awarded on 
September 19,  1986 ,  under which t h e  f i r m  is t o  upgrade t h e  
C I S .  According t o  t h e  work s t a t e m e n t  for t h a t  c o n t r a c t ,  

3 8-232548,  5-2 32548 . 2 



SAIC's CIS upgrade d e a l s  p r i m a r i l y  w i t h  t h e  CIS, b u t  
requires t h a t  t h e  c o n t r a c t o r  unders tand  f u l l y  t h e  f u n c t i o n s  
and interface requi rements  of the  o t h e r  four  subsystems.  
Although t h e  CIS upgrade c o n t r a c t  as modif ied c a l l e d  f o r  
d e l i v e r y  of t he  CIS by December 31, 1988, w e  have been 
informed t h a t  d e l i v e r y  h a s  no t  y e t  been accomplished.  

Under t h e  c u r r e n t  s o l i c i t a t i o n ,  award was t o  be made t o  t h e  
o f f e r o r  whose approach was most advantageous t o  t h e  
government under t h e  l i s t ed  e v a l u a t i o n  and award f a c t o r s ,  
i n c l u d i n g  an a c c e p t a b l e  proposed c o s t .  The e v a l u a t i o n  w a s  
t o  i n c l u d e  an  assessment of each o f f e r o r s '  t echnica l  
approach and management approach w i t h  t e c h n i c a l  of paramount 
importance.  The t e c h n i c a l  e v a l u a t i o n  was t o  c o n s i d e r  seven 
major f a c t o r s ,  each of which c o n t a i n e d  s e v e r a l  s u b f a c t o r s .  
The major f a c t o r s  were: ( a )  technical approach, 
( b )  maintenance p l a n ,  ( c )  unders tanding  o f  NTC-IS, i t s  
m i s s i o n  and i n t e r r e l a t i o n s h i p s  between the  subsystems and a 
f e a s i b l e  approach t o  perform the  r e q u i r e d  t a s k s ,  ( d )  q u a l i t y  
c o n t r o l ,  ( e )  l o g i s t i c  s u p p o r t ,  ( f )  t r a n s i t i o n  and 
( 9 )  so f tware .  The management approach e v a l u a t i o n  w a s  t o  
c o n s i d e r  s t a f f i n g ,  whether t h e  management p l a n  r e f l e c t s  an 
unders tanding  of t h e  requirements, a u t h o r i t y  of t he  o n - s i t e  
manager, q u a l i t y  c o n t r o l ,  o r g a n i z a t i o n  and c o r p o r a t e  
s t r u c t u r e ,  r e c r u i t i n g  and t r a i n i n g ,  t h e  c o n f i g u r a t i o n  
management p l a n ,  t h e  s a f e t y  program, p l a n s  t o  i n v e n t o r y ,  
s t o r e  and handle  haza rdous  materials and waste, p l a n  t o  
accommodate "peaks and v a l l e y s "  i n  l e v e l  of s u p p o r t  
r e q u i r e d ,  and c a p a b i l i t y  t o  e f f e c t i v e l y  perform l i a i s o n  w i t h  
v a r i o u s  government a g e n c i e s  and s u b c o n t r a c t o r s .  

The c o s t  e v a l u a t i o n ,  which was cons ide red  less impor t an t  
t h a n  t e c h n i c a l  and management c o n s i d e r a t i o n s ,  was t o  i n c l u d e  
an  assessment  of whether an o f f e r o r ' s  proposed c o s t s  were 
rea l i s t ic  and c o n s i s t e n t  w i t h  t h e  work proposed and a n  
a s ses smen t  of an  o f f e r o r ' s  most p robab le  c o s t ,  which is t h e  
government 's  estimate of t h e  c o s t  of complet ing t h e  c o n t r a c t  
us ing  t h e  o f f e r o r ' s  proposed t e c h n i c a l  and management 
approach.  

The s o l i c i t a t i o n  was i s s u e d  on March 30, 1988, and a s i t e  
v i s i t  was held on A p r i l  7. Eigh t  i n i t i a l  p r o p o s a l s  were 
submi t t ed .  Based on a n  i n i t i a l  t e c h n i c a l  e v a l u a t i o n ,  all 
o f f e r o r s  were c o n s i d e r e d  t o  be i n  t h e  c o m p e t i t i v e  range.  
Oral and w r i t t e n  d i s c u s s i o n s  were conducted from J u l y  1 1  
t h rough  J u l y  14 and best and f i n a l  o f f e r s  were s u b m i t t e d  on 
o r  b e f o r e  J u l y  29. A second round of d i s c u s s i o n s  was h e l d  
and second bes t  and f i n a l  o f f e r s  were submit ted by 
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August 16. 
t h e  t e c h n i c a l  and management s c o r e s  were as fo l lows :  

The f i n a l  e v a l u a t i o n  was completed on August 25; 

Technical Ma nag eme n t  T o t a l  

GE 
S A I C  

395.5 
299.5 
287.5 
310.5 
429.5 
2 56 
282.5 
232 

306 
168 
180 
216 
298 
174 
222 
147 

701.5 
467.5 
477.5 
526.5 
727.5 
430 
504.5 
379 

Based on the  t e c h n i c a l  and management e v a l u a t i o n  and GE's 
t o t a l  e v a l u a t e d  c o s t  p l u s  f e e  of $69,543,521 ($66,548,868 
exc lud ing  t h e  award f e e )  f o r  t h e  en t i re  e f f o r t ,  i n c l u d i n g  
o p t i o n s ,  award was made t o  GE on September 2 a t  a basic c o s t  
p l u s  award fee of  $8,114,179. 

S A I C  f i l e d  t w o  p r o t e s t s ,  one on September 8 and the  o t h e r  on 
October  7, c h a l l e n g i n g  t h e  Army's e v a l u a t i o n  of technical 
and management p r o p o s a l s  and i t s  c o s t  e v a l u a t i o n .  W e  w i l l  
f i r s t  c o n s i d e r  S A I C ' s  p r o t e s t  of t he  t echn ica l  and manage- 
m e n t  e v a l u a t i o n  and t h e n  w e  w i l l  s e p a r a t e l y  c o n s i d e r  issues 
raised r e l a t i n g  t o  c o s t  and p r i c e .  

T e c h n i c a l  and Management E v a l u a t i o n  

S A I C ' s  p r i n c i p a l  c o n t e n t i o n  is t h a t  t h e  e v a l u a t i o n  d i d  n o t  
conform t o  t h e  s o l i c i t a t i o n  which, acco rd ing  t o  t h e  
p r o t e s t e r ,  called f o r  p r o p o s a l s  based on t h e  NTC-IS a s  
mod i f i ed  by S A I C ' s  CIS upgrade c o n t r a c t .  According t o  t h e  
p r o t e s t e r ,  s i n c e  i t s  p r o p o s a l  was focused on t h e  upgraded 
NTC-IS,  t h e  agency ' s  e v a l u a t i o n  of i ts p roposa l  i n  t h e  
c o n t e x t  of t h e  c u r r e n t  NTC-IS l e a d  t h e  e v a l u a t o r s  t o  
improper ly  downgrade its approach. While, f o r  t h e  r easons  
set  f o r t h  i n  d e t a i l  below, we a g r e e  i n  p a r t  with t h e  
p r o t e s t e r  t h a t  there are r e f e r e n c e s  t o  t h e  upgraded C I S  i n  
the RFP, we do n o t  a g r e e  t h a t  it f a i l e d  t o  r e c e i v e  t h e  award 
because of t h e  Army's e v a l u a t i o n  of i ts  p roposa l  on t h e  
basis of t he  c u r r e n t  c o n f i g u r a t i o n  of t h e  NTC-IS. 

S A I C  a r g u e s  t h a t  t h e  s o l i c i t a t i o n  i t s e l f  and o t h e r  informa- 
t i o n  provided  by t h e  agency i n  t h e  answers t o  p r e p r o p o s a l  
c o n f e r e n c e  q u e s t i o n s ,  a t  t h e  s i t e  v i s i t  and i n  d i s c u s s i o n s ,  
l e d  S A I C  and o t h e r  o f f e r o r s  t o  base t h e i r  p roposa l s  on t h e  
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upgraded NTC-IS ra ther  t h a n  t h e  cu r ren t  system.l/  
less, accord ing  t o  S A I C ,  i n  s p i t e  of t he  numerous upgrade 
r e f e r e n c e s  i n  t h e  s o l i c i t a t i o n ,  t h e  Army e v a l u a t e d  p r o p o s a l s  
o n l y  on t h e  basis of t h e  c u r r e n t  NTC-IS. 

S A I C  a rgues  t h a t  as a resul t  of i ts  c u r r e n t  c o n t r a c t  t o  
u m r a d e  t h e  C I S ,  t h e  e n t i r e  NTC-IS has been o r  w i l l  be 
s u b s t a n t i a l l y  al tered; there  w i l l  be s i g n i f i c a n t  changes i n  
t h e  equipment,  hardware and s o f t w a r e  i n  f o u r  of t h e  f i v e  
N T C - I S  subsystems.  Moreover, S A I C  argues t h a t  p r o p o s a l s  
based on the  upgraded sys tem were a p p r o p r i a t e  because, when 
it f i l e d  i t s  p r o t e s t  i n  September,  t h e  C I S  upgrade c o n t r a c t  
was t o  be completed i n  December 1988, and t h u s ,  a t  t h a t  
time, a t  most, t h e  new c o n t r a c t o r  was t o  p rov ide  O&M 
s e r v i c e s  on t h e  c u r r e n t  system f o r  o n l y  3 months and  on t h e  
upgraded system f o r  t h e  remaining 55 months of t h e  c o n t r a c t ,  
if a l l  t h e  0 & M  o p t i o n s  are e x e r c i s e d .  

S A I C  a r g u e s  t h a t ,  as a resu l t  of t h e  e v a l u a t i o n  based on t h e  
cur ren t  system, S A I C  and o t h e r  o f f e r o r s  who proposed t o  t h e  
upgraded NTC-IS were u n f a i r l y  p e n a l i z e d  by t h e  e v a l u a t i o n  
wh i l e  o t h e r  o f f e r o r s ,  such  as G E  based t h e i r  p r o p o s a l s  on 
t h e  c u r r e n t  system, were e v a l u a t e d  on t h e  basis of t h a t  
system and,  as a r e s u l t ,  were rated t o o  h igh .  
r e s p e c t ,  S A I C  a r g u e s  t h a t  a s p e c t s  of i ts p roposa l  which the  
Army c i ted  as weaknesses were on ly  weaknesses i n  r e l a t i o n  t o  
t h e  c u r r e n t  system and a c t u a l l y  would be s t r e n g t h s  i f  viewed 
i n  l i g h t  of t h e  upgraded NTC-IS. 

F u r t h e r ,  i n  t h i s  connec t ion ,  S A I C  compla ins  t h a t  t h e  agency 
failed t o  inform it d u r i n g  d i s c u s s i o n s  t h a t  the  e v a l u a t i o n  
was t o  be based on t h e  c u r r e n t  rather t h a n  t h e  upgraded NTC- 
I S  i n  s p i t e  of t h e  f a c t  t h a t  it po in ted  o u t  t h e  same matter 
t o  a t  least  one o t h e r  o f f e r o r .  F i n a l l y ,  SAIC a r g u e s  t h a t  
t h e  Army, i n  a p p a r e n t  r e c o g n i t i o n  of t h e  flawed e v a l u a t i o n ?  
modi f ied  GE's c o n t r a c t  immediately a f t e r  award t o  i n c l u d e  
O&M work on t h e  upgraded system. According t o  S A I C ,  as a 
r e su l t  of t h e  c o n t r a c t  m o d i f i c a t i o n ,  t h e  work which GE w i l l  
pe r form under t h e  c o n t r a c t  w i l l  no t  be t h e  same as t h e  work 
e v a l u a t e d  as t h e  basis f o r  award, i n  e f f e c t ,  g i v i n g  GE a 
so le-source  award on t h e  O&M work f o r  t h e  upgraded NTC-IS. 

Nonethe- 

I n  t h i s  

1 /  S A I C  r e f e r s  t o  t h e  NTC-IS c o n f i g u r a t i o n  t h a t  has been i n  
s a c e  s i n c e  1982 as t h e  " c u r r e n t  system" and refers t o  the 
NTC-IS  c o n f i g u r a t i o n  which i n c l u d e s  enhancements provided  
f o r  i n  SAIC's C I S  upgrade  c o n t r a c t  as the  "upgraded system." 
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a )  S o l i c i t a t i o n  P r o v i s i o n s  

I n  s u p p o r t  of i ts p o s i t i o n  t h a t  t h e  RFP c a l l e d  f o r  p r o p o s a l s  
based e x c l u s i v e l y  on an  upgraded NTC-IS, SAIC has  submi t t ed  
a long and d e t a i l e d  e x p l a n a t i o n  of c e r t a i n  p r o v i s i o n s  of t h e  
work s t a t e m e n t  and t h e  performance requi rements  summary and 
Army re sponses  t o  p r e p r o p o s a l  confe rence  q u e s t i o n s .  SAIC 
a rgues  t h a t  t h e s e  p r o v i s i o n s  and t h e  Army's r e sponses  refer  
t o  equipment,  f e a t u r e s  and p rocesses  t h a t  are e x c l u s i v e  t o  
t h e  NTC-IS as enhanced by S A I C ' s  CIS upgrade c o n t r a c t .  
F u r t h e r ,  SAIC m a i n t a i n s  t h a t  t h e  work s t a t emen t  and t h e  
performance r equ i r emen t s  summary, a l though  similar t o  t h a t  
used i n  i t s  incumbent O&M c o n t r a c t ,  a r e  miss ing  a number of 
r e f e r e n c e s  t o  f e a t u r e s  of t h e  c u r r e n t  NTC-IS. SAIC a l s o  
n o t e s  t h a t  t he  s o l i c i t a t i o n ' s  e v a l u a t i o n  and award provi -  
s i o n s  d i r e c t e d  o f f e r o r s  t o  propose t o  t h e  s o l i c i t a t i o n  
r equ i r emen t s  set o u t  i n  t h e  O&M work s t a t emen t  and t h e  
performance r e q u i r e m e n t s  summary. For t h e s e  r easons ,  S A I C  
a r g u e s  t h a t  t h e  s o l i c i t a t i o n  c a l l e d  f o r  p roposa l s  t o  be 
based e x c l u s i v e l y  on an  upgraded NTC-IS.  

I n  response ,  t h e  Army m a i n t a i n s  t h a t  t h e r e  is no "upgraded" 
NTC-IS as  S A I C  d e s c r i b e s  it because S A I C ' s  C I S  upgrade 
c o n t r a c t  does  no t  upgrade t h e  e n t i r e  NTC-IS, o n l y  t h e  CIS 
i t se l f  and t h e  o t h e r  subsystems t o  t h e  e x t e n t  n e c e s s a r y  t o  
i n t e r f a c e  w i t h  t h e  C I S .  The Army a l s o  d e n i e s  t h a t  t h e  
s o l i c i t a t i o n  inc luded  "numerous" r e f e r e n c e s  t o  a n  upgraded 
NTC-IS and a rgues  t h a t  t h e  s o l i c i t a t i o n  should no t  have l ed  
o f f e r o r s  t o  propose e x c l u s i v e l y  t o  a system based on t h e  C I S  
upgrade. In  t h i s  r e s p e c t ,  t h e  Army a r g u e s  t h a t  t h e  NTC-IS 
is c o n s t a n t l y  be ing  upgraded and t h a t  t h e  t a s k  o r d e r  format  
of t h e  O&M c o n t r a c t  w i l l  allow t h e  awardee t o  p rov ide  O&M 
s e r v i c e s  when t h e  NTC-IS  o r  any of i ts subsystems is 
upg raded. 

Moreover, t h e  Army a r g u e s  t h a t  SAIC s h o u l d  n o t  have been 
mis led  s i n c e  du r ing  d i s c u s s i o n s  c o n t r a c t i n g  o f f i c i a l s  t o l d  
SAIC t o  e x p l a i n  its approach i n  t h e  c o n t e x t  of t h e  NTC-IS a s  
it c u r r e n t l y  e x i s t e d  and,  i n  t h e  f i n a l  e v a l u a t i o n ,  S A I C  w a s  
g i v e n  f u l l  c r e d i t  f o r  t h a t  e x p l a n a t i o n .  According t o  t h e  
agency, SAIC w a s  no t  s e l e c t e d  because of t h e  numerous 
weaknesses i n  i ts  p r o p o s a l  which r e s u l t e d  i n  t h e  f i r m ' s  
r e l a t i v e l y  low t e c h n i c a l  and management s c o r e ,  n o t  because  
t h e  f i r m ' s  p r o p o s a l  was e v a l u a t e d  based on t h e  c u r r e n t  
system. 

W e  a g r e e  wi th  t h e  p r o t e s t e r  t h a t  t h e  s o l i c i t a t i o n  d i d  
i n c l u d e  r e f e r e n c e s  t o  equipment and f e a t u r e s  t h a t  w i l l  b e  
p a r t  of t h e  NTC-IS o n l y  a f te r  t h e  CIS upgrade is complete.  
The Army concedes as much, a rgu ing  i n s t e a d  t h a t  t h o s e  
r e f e r e n c e s  should n o t  have misled SAIC o r  any o t h e r  o f f e r o r .  
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None the le s s ,  a l t hough  t h e  s o l i c i t a t i o n  inc luded  r e f e r e n c e s  
t o  t h e  upgraded NTC-IS, t h e  p r o t e s t e r  concedes t h a t  t h e  
s o l i c i t a t i o n  and t h e  p rep roposa l  r e sponses  a l s o  inc luded  a 
number of references t o  equipment and systems which w i l l  no  
l o n g e r  be used i n  t h e  NTC-IS once t h e  CIS upgrade is 
completed.  SAIC a l s o  does  not  s p e c i f i c a l l y  d i s p u t e  t h a t  t h e  
O&M work s t a t e m e n t ,  t h e  performance requi rements  summary and 
t h e  agency ' s  p r e p r o p o s a l  responses inc luded  numerous 
r e f e r e n c e s  which app ly  e q u a l l y  t o  t h e  cur ren t  system and t h e  
NTC-IS a f t e r  t h e  CIS upgrade is completed.  Based on our  
review of t h e  s o l i c i t a t i o n ,  we reject  SAIC's a s s e r t i o n  t h a t  
t h e  s o l i c i t a t i o n  c a l l e d  f o r  o f f e r o r s  t o  propose  0 & M  
e x c l u s i v e l y  f o r  t h e  NTC-IS a s  it w i l l  e x i s t  when t h e  C I S  
upgrade is completed.  Rather ,  it a p p e a r s  t o  u s  t h a t  t h e  
s o l i c i t a t i o n  was des igned  t o  s o l i c i t  p r o p o s a l s  t o  p r o v i d e  
O&M on t h e  NTC-IS t h roughou t  t h e  l i f e  of t h e  c o n t r a c t ,  
a l l o w i n g  f o r  upgrades t o  t h e  CIS and t h e  o t h e r  subsystems.  

W e  b e l i e v e  t h a t  our c o n c l u s i o n  i n  t h i s  regard  is s u p p o r t e d  
by t h e  t a s k  o r d e r  format  of t h e  O&M CLINS.  Under t h e  O&M 
CLINS of t h e  c o n t r a c t ,  t h e  Army w i l l  issue t a s k  o r d e r s  t o  
t h e  O&M c o n t r a c t o r  which d e s c r i b e  t h e  work t o  be performed. 
The work s t a t e m e n t  and t h e  performance r equ i r emen t s  summary 
do  n o t  l i m i t  t h o s e  t a s k  o r d e r s  t o  O&M on  t h e  NTC-IS a t  any 
p a r t i c u l a r  s t a t e  of upgrade. Rather ,  t h e  O&M s e r v i c e s  a re  
t o  be provided over  t h e  l i f e  of t h e  c o n t r a c t .  Moreover, 
s i n c e  t h e  Army inc luded  i n  t h e  s o l i c i t a t i o n  a number of 
CLINS which were devoted  e x c l u s i v e l y  t o  system i n t e g r a t i o n  
o r  enhancements of t h e  NTC-IS, it should  have been a p p a r e n t  
t o  a l l  o f f e r o r s  t h a t  t h e  NTC-IS was s u b j e c t  t o  change and 
t h a t  O&M s e r v i c e s  r e q u i r e d  under t h e  c o n t r a c t  w i l l  have t o  
a d a p t  t o  t h a t  change. 

b )  E v a l u a t i o n  

Concerning t h e  actual e v a l u a t i o n  of t h e  t e c h n i c a l  and 
management p r o p o s a l s ,  t h e  record  shows t h a t  S A I C  f a i l e d  t o  
r e c e i v e  t h e  award as a r e su l t  of t h e  f i r m ' s  low t e c h n i c a l  
and management s c o r e  r e l a t i v e  t o  G E  and a number of o t h e r  
o f f e r o r s .  I t  is t h e  p r o t e s t e r ' s  p o s i t i o n  t h a t  its low 
s c o r e s  were t h e  r e su l t  of i t s  focus  on t h e  upgraded CIS. A s  
se t  o u t  above, SAIC's combined t e c h n i c a l  and management 
s c o r e  was 467.5 2/, compared t o  G E ' s  s c o r e  of 701.5. Tha t  
r e l a t i v e l y  low s c o r e  was based on a number of weaknesses i n  
t h e  f i r m ' s  t e c h n i c a l  and management approach.  Those 
weaknesses,  which were provided  t o  S A I C  d u r i n g  t h e  p r o t e s t ,  

2/ The s o u r c e  s e l e c t i o n  a u t h o r i t y  i n  h i s  s e l e c t i o n  memoran- 
zum r a i s e d  SAIC's s c o r e  t o  517.5. SAIC's enhanced s c o r e  
p l aced  them f o u r t h  o u t  of t h e  e i g h t  o f f e r o r s .  
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i nc luded  conce rns  wi th  t h e  f i r m '  s s t a f f i n g ,  o v e r - r e l i a n c e  
on c r o s s - u t i l i z a t i o n  of employees,  s p a r e  p a r t s  s tockage  and  
c o n t r o l ,  q u a l i t y  c o n t r o l ,  work c o n t r o l  i n s t r u c t i o n s ,  q u a l i t y  
program r e c o r d s ,  maintenance and u s e  of q u a l i t y  c o s t  d a t a ,  
i n s t r u m e n t a t i o n  and d e i  n s  t r ume n t  a t  ion ,  sof  t w a  r e  documenta- 
t i o n ,  c o r p o r a t e  o r g a n i z a t i o n ,  t r a i n i n g ,  s a f e t y  management 
and  p l ann ing  f o r  NTC-IS performance peaks.  

SAIC does n o t  c h a l l e n g e  most of t h e  p r o p o s a l  weaknesses 
which t h e  Army d e s c r i b e d  e x c e p t  t o  s a y  g e n e r a l l y  t h a t  t h o s e  
weaknesses r e l a t e  t o  t h e  f a c t  t h a t  its p r o p o s a l  w a s  based on  
t h e  upgraded NTC-IS.  I n  response  t o  t h e  Army's a s s e r t i o n  
t h a t  SAIC's p roposa l  i nc luded  i n s u f f i c i e n t  s t a f f i n g ,  S A I C  
a r g u e s  t h a t  under t h e  NTC-IS a s  modif ied by t h e  C I S  upgrade 
c o n t r a c t ,  t h e  O&M c o n t r a c t o r  w i l l  need a smaller s t a f f  t o  
accomplish t h e  same l e v e l  of O&M suppor t .  

S p e c i f i c a l l y ,  SAIC s a y s  t h a t  t h e  C I S  upgrade c o n t r a c t  
i n v o l v e s  replacement  of abou t  half  of a l l  NTC-IS hardware 
with newer equipment t h a t  i s  more r e l i a b l e ,  of h i g h e r  
q u a l i t y  and is more e a s i l y  ma in ta ined ,  which w i l l  r e s u l t  i n  
i n c r e a s e d  r e l i a b i l i t y  and fewer r e p a i r s .  F u r t h e r ,  acco rd ing  
t o  SAIC, most  of t h e  new hardware has  b u i l t - i n  d i a g n o s t i c s  
t h a t  f a c i l i t a t e  t u n i n g  of equipment and i d e n t i f i c a t i o n  of 
f a i l e d  p a r t s .  S A I C  a l s o  s a y s  t h a t  key upgrade equipment is 
d i g i t a l l y  c o n t r o l l e d ,  a l l o w s  con t inuous  moni tor ing  of 
o p e r a t i o n a l  s t a tus  and automated d i a g n o s i s  of problems. 
The p r o t e s t e r  contends  t h a t  t h e s e  equipment changes a l l o w  
c e n t r a l i z a t i o n  and au tomat ion  of many O&M f u n c t i o n s  and 
states t h a t  it t a i l o r e d  i t s  O&M approach t o  e x p l o i t  t h e s e  
changes by reducing  s t a f f i n g  and O&M c o s t s  w h i l e  improving 
pe r f o rmance . 
According t o  SAIC, t h e  changes t h a t  it proposed,  which 
involved  r e s t r u c t u r i n g  t h e  O&M workforce and a r educ t ion  i n  
s t a f f i n g ,  are dependent on t h e  upgraded system and would 
make no sense i n  t h e  c o n t e x t  of t h e  c u r r e n t  system. Thus, 
acco rd ing  t o  S A I C ,  s i n c e  its p roposa l  w a s  e v a l u a t e d  based 
on ly  on t h e  c u r r e n t  sys tem,  r a t h e r  t h a n  t h e  upgraded NTC-IS, 
i t s  p r o p o s a l  s t r e n g t h s  appeared  t o  be weaknesses. 

In response, t h e  Army a r g u e s  t h a t  t h e  CIS upgrade would 
n o t  j u s t i f y  a s t a f f  r e d u c t i o n  such as S A I C  proposed. 
According t o  t h e  Army, a l t h o u g h  i n  some subsystems t h e r e  
w i l l  be a r e d u c t i o n  i n  s t a f f i n g ,  because of added equipment,  
c o n t i n u i n g  requi rements  f o r  p reven t ive  maintenance and t h e  
n e c e s s i t y  of "debugging" new hardware and s o f t w a r e ,  o v e r a l l  
t h e  CIS upgrade should resul t  i n  no s i g n i f i c a n t  change i n  
t h e  r e q u i r e d  O&M s t a f f i n g  f o r  t h e  NTC-IS. The Army e x p l a i n s  
t h a t  SAIC has  used 220 employees t o  p r o v i d e  NTC-IS  O&M 
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s u p p o r t  under i ts  p r e v i o u s  c o n t r a c t ;  y e t ,  SAIC proposed on ly  
148 employees f o r  t h e  follow-on c o n t r a c t .  

I n  our view, t h e  r eco rd  does  not  s u p p o r t  SAIC's p o s i t i o n  
t h a t  such  r a d i c a l  s t a f f  r e d u c t i o n s  would be j u s t i f i e d  based  
on t h e  CIS upgrade. Although t h e r e  may be r e d u c t i o n s  i n  
s t a f f i n g  i n  some areas, t h o s e  r e d u c t i o n s  w i l l  be o f f s e t  by 
i n c r e a s e d  maintenance s u p p o r t  f o r  a d d i t i o n a l  equipment such  
as f i l e  and d a t a  s e r v e r s ,  a d d i t i o n a l  w o r k s t a t i o n s ,  a f t e r  
a c t i o n  review p r e p a r a t i o n  s t a t i o n s ,  and a s s o c i a t e d  power 
g e n e r a t o r  sets. Also,  as t h e  Army e x p l a i n s ,  new hardware 
and s o f t w a r e  w i l l  r e q u i r e  a d d i t i o n a l  p e r s o n n e l ,  a t  least  
i n i t i a l l y .  F u r t h e r ,  o t h e r  new equipment w i l l  s t i l l  be 
s u b j e c t  t o  ex t remes  of h e a t ,  shock and v i b r a t i o n ,  and, 
acco rd ing  t o  t h e  Army, w i l l  s t i l l  r e q u i r e  a program of 
r e g u l a r  checks ,  ad jus tmen t s  and r e p a i r s . l /  F i n a l l y ,  t he  
work s t a t e m e n t  f o r  SAIC's C I S  upgrade c o n t r a c t  does n o t  
i n d i c a t e  t h a t  t h e  purpose of t h a t  e f f o r t  w a s  t o  d e c r e a s e  O&M 
s t a f f i n g  f o r  t h e  NTC-IS. Ra the r ,  t h a t  work statement t e n d s  
t o  s u p p o r t  t h e  view t h a t  t h e  purpose of t h e  CIS upgrade w a s  
t o  enhance t h e  c a p a b i l i t i e s  of t h e  NTC-IS and it does  no t  
appear  t o  u s  t h a t  dec reased  s t a f f i n g  was a goa l .  

Thus, even i f  w e  a c c e p t  SAIC's view t h a t  i t s  proposed 
s t a f f i n g  approach w a s  t h e  r e s u l t  of i ts  f o c u s  on the  
upgraded C I S  and even i f  it were eva lua ted  as such,  t h e r e  i s  
no s u p p o r t  i n  t h e  r eco rd  f o r  t h e  p r o t e s t e r ' s  p o s i t i o n  t h a t  
i ts  p lan  t o  reduce t h e  s t a f f  would have been viewed as a 
s t r e n g t h  i n  i t s  p roposa l .  Moreover, s t a f f i n g  w a s  on ly  one 
of a number of t e c h n i c a l  and management d e f i c i e n c i e s  which 
t h e  Army i d e n t i f i e d  i n  SAIC's p roposa l .  These d e f i c i e n c i e s  
are i n  such  c r i t i ca l  areas as q u a l i t y  c o n t r o l ,  c o r p o r a t e  
o r g a n i z a t i o n ,  t r a i n i n g  and s a f e t y  management. Other t h a n  t o  
g e n e r a l l y  assert  t h a t  t h o s e  o t h e r  weaknesses r e l a t e d  t o  t h e  
fact  t h a t  it proposed based on t h e  upgraded NTC-IS, S A I C  d i d  
not  s p e c i f i c a l l y  c h a l l e n g e  t h e s e  numerous o t h e r  p roposa l  
d e f i c i e n c i e s .  I n  view of t h e  above and s i n c e  t h e  r e l a t i o n -  
s h i p  of t h e s e  d e f i c i e n c i e s  t o  S A I C ' s  focus  on t h e  upgraded 
N T C - I S  i s  n o t  e v i d e n t ,  it is  our view t h a t  t h e s e  o t h e r  
d e f i c i e n c i e s  would have p reven ted  SAIC f rorn r e c e i v i n g  a 
t e c h n i c a l  s c o r e  approaching  t h a t  rece ived  by GE. 

3/ Ford Aerospace,  which p a r t i c i p a t e d  i n  t h e  p r o t e s t  as an  
r n t e r e s t e d  party, a p p a r e n t l y  agrees t h a t  t h e  CIS u m r a d e  
w i l l  n o t  a l l o w  a r e d u c t i o n  i n  s t a f f  or l e v e l  of e f f o r t .  
According t o  Ford,  it de termined  t h a t  t h e  upgraded CIS w i l l  
be more l a b o r  i n t e n s i v e  and w i l l  require a n  i n c r e a s e  i n  t h e  
number of  programmers ove r  t h e  c u r r e n t  CIS. 
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c )  N e g o t i a t i o n s  

The p r o t e s t e r  a r g u e s  t h a t  it should have been informed 
d u r i n g  n e g o t i a t i o n s  t h a t  t h e  agency in t ended  t o  e v a l u a t e  
p r o p o s a l s  on ly  i n  t h e  c o n t e x t  of t h e  c u r r e n t  system so t h a t  
it cou ld  have o r i e n t e d  its p roposa l  t o  t h e  agency ' s  wishes .  
I n  t h i s  r ega rd ,  S A I C  s ta tes  t h a t  s e v e r a l  o t h e r  o f f e r o r s ,  who 
l i k e  i t ,  based t h e i r  p r o p o s a l s  on t h e  upgraded sys tem were 
i n  f a c t  s p e c i f i c a l l y  informed t h a t  p r o p o s a l s  would on ly  be 
e v a l u a t e d  based on t h e  c u r r e n t  system. 

While t he  agency responds t h a t  it would have been b e t t e r  had 
it been more s p e c i f i c  w i t h  S A I C  du r ing  d i s c u s s i o n s ,  it 
s ta tes  t h a t  it d id  inform SAIC t h a t  i t s  p roposa l  lacked  
material on t h e  c u r r e n t  system and adv i sed  it t o  i n c l u d e  
s u c h  material i n  i t s  b e s t  and f i n a l  o f f e r .  The agency 
e x p l a i n s  t h a t  it d i d  n o t  inform t h e  o f f e r o r  t o  r e o r i e n t  i t s  
p r o p o s a l  because it viewed the  material t h a t  p e r t a i n e d  t o  
t h e  upgrade t o  be,  a t  wors t ,  harmless  and it d i d  n o t  
conc lude  t h a t  SAIC's e n t i r e  approach was s p e c i f i c a l l y  
r e l a t e d  t o  t h e  u w r a d e d  system. 

S A I C  was informed t h a t  material t h a t  d i s c u s s e d  the  c u r r e n t  
sys tem was needed. we t h i n k  t h a t  t h i s  mention of t h e  need 
f o r  t h e  i n c l u s i o n  of m a t e r i a l  on t h e  c u r r e n t  system shou ld  
have l e d  t h e  p r o t e s t e r  t o  enhance i t s  p r o p o s a l  which it 
m a i n t a i n s  was based on i t s  b e l i e f  t h a t  t h e  agency was on ly  
i n t e r e s t e d  i n  a n  approach based on t h e  upgraded system. - -  
Dynalec t ron  Corp.--Pacord, I n c . ,  B-217472, Mar. 18, 1985, 
85-1 CPD li 321. ( I n  t h e  conduct  of d i s c u s s i o n s ,  aqencies 
are  n o t  r e q u i r e d  t o  p r o v i d e  al l -encompassing n e g o t i a t i o n s  
b u t  g e n e r a l l y  m u s t  l e a d  o f f e r o r s  i n t o  a r e a s  of t h e i r  
p r o p o s a l s  needing a m p l i f i c a t i o n . )  I n  any even t ,  we have 
concluded t h a t  S A I C ' s  approach would n o t  have been con- 
s i d e r e d  a s t r eng th  even i f  e v a l u a t e d  i n  t h e  c o n t e x t  of t h e  
upgrade. 

F u r t h e r ,  i n  t h i s  r ega rd  S A I C  d o e s  no t  a rgue  t h a t  t h e  
n e g o t i a t i o n s  f a i l e d  t o  a d d r e s s  t h e  o t h e r  d e f i c i e n c i e s  
i d e n t i f i e d  i n  t h e  f i r m ' s  p roposa l .  S i n c e  t h o s e  o t h e r  
d e f i c i e n c i e s  were a s i g n i f i c a n t  cause of  SAIC's r e l a t i v e l y  
low s c o r e  and t h e  f i r m ' s  f a i l u r e  t o  r e c e i v e  t h e  award, w e  
canno t  conclude  t h a t  more d e t a i l e d  d i s c u s s i o n s  conce rn ing  
t h e  f o c u s  of t h e  p r o p o s a l  would have been r e l e v a n t  t o  t h e  
e v a l u a t i o n .  

F i n a l l y ,  c o n t r a r y  t o  t h e  p r o t e s t e r ' s  a l l e g a t i o n ,  it a p p e a r s  
from our  review of t h e  r eco rd ,  t h a t  o n l y  one o f f e r o r  w a s  
e x p l i c i t l y  advised  d u r i n g  n e g o t i a t i o n s  t o  propose based on 
t h e  c u r r e n t  NTC-IS; t h a t  o f f e r o r  w a s  n o t  GE. 
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d )  C o n t r a c t  Modi f i ca t ion  

W e  a l s o  reject  SAIC's c o n t e n t i o n  t h a t  t h e  Army improper ly  
modif ied GE's c o n t r a c t  immediately a f t e r  award t o  p e r m i t  GE 
t o  perform O&M on t h e  upgraded NTC-IS.  I n  t h i s  r e s p e c t ,  
S A I C  a r g u e s  t h a t  t h e  work t o  be performed under t h e  modi f ied  
contract--0CM on t h e  upgraded system--is d i f f e r e n t  t h a n  t h e  
work on which t h e  Army's e v a l u a t i o n  w a s  based--0&M on t h e  
c u r r e n t  system. 

The r eco rd  i n d i c a t e s  t h a t  t h e  Army d i d  no t  modify GE's 
c o n t r a c t ;  r a t h e r ,  the  agency i s s u e d  t h e  f i r s t  O&M t a s k  o r d e r  
under t h e  c o n t r a c t .  According t o  t h e  agency, a t  t h e  t i m e  
t h e  cited o r d e r  w a s  i s s u e d ,  t h e  u m r a d e d  C I S  had no t  been 
completed,  t e s t e d  o r  accep ted  by t h e  agency. In  any e v e n t ,  
s i n c e  under t h e  RFP and t h e  r e s u l t a n t  c o n t r a c t ,  GE is t o  
p r o v i d e  O&M f o r  t h e  NTC-IS i n  any s t a t e  of upgrade, t h e  t a s k  
o r d e r  was w i t h i n  t h e  scope of t h e  c o n t r a c t .  

e )  System I n t e g r a t i o n  CLINS 

S A I C  a l s o  c h a l l e n g e s  t h e  Army's e v a l u a t i o n  of t h e  system 
i n t e g r a t i o n  CLINS. I n  response  t o  a p rep roposa l  q u e s t i o n ,  
i n  amendment No. 0002 c o n t r a c t i n g  o f f i c i a l s  i n d i c a t e d  t h a t  
t h e  e v a l u a t i o n  of t h e  technical  and management a s p e c t s  of 
t h e  system i n t e g r a t i o n  CLINS w a s  t o  be t h e  same as f o r  t h e  
O&M CLINS.  That  amendment, however, a l s o  s t a t e d  t h a t  t h e  
system i n t e g r a t i o n  C L I N S  " w i l l  be e v a l u a t e d  on t h e  b a s i s  of 
c o s t  and whether t h e  minimum s t a n d a r d s  f o r  t h e  l a b o r  
c a t e g o r i e s  have been met/not m e t . "  P u r s u a n t  t o  t h i s  
p r o v i s i o n ,  t h e  Army e x p l a i n s  t h a t  it e v a l u a t e d  t h e  sys t em 
i n t e g r a t i o n  CLINS on a c o s t  comparison b a s i s  and assumed 
t h a t  an o f f e r o r  with t h e  t e c h n i c a l  competence t o  comple t e  
t h e  O&M work could  a l s o  perform t h e  system i n t e g r a t i o n  
t a s k s .  The Army a r g u e s  t h a t  t he  answer provided i n  r e sponse  
t o  t h e  p r e p r o p o s a l  q u e s t i o n  was a n  obvious  e r r o r  and t h a t  
t h e  e v a l u a t i o n  of t h e  system i n t e g r a t i o n  CLINS o n l y  on t h e  
basis of a c o s t  comparison had no e f f e c t  on the  e v a l u a t i o n  
and award. 

SAIC a r g u e s  t h a t ,  as a resu l t  of t h e  agency ' s  response  t o  
t h e  p r e p r o p o s a l  q u e s t i o n ,  t h e  Army was r e q u i r e d  t o  e v a l u a t e  
t h e  system i n t e g r a t i o n  CLINS on t h e  same b a s i s  as t h e  O&M 
work, g i v i n g  paramount c o n s i d e r a t i o n  t o  t h e  t e c h n i c a l  and  
management f a c t o r s  ove r  c o s t .  

W e  do  n o t  ag ree .  W e  f i n d  t h a t  t h e  agency ' s  conc lus ion - - tha t  
o f f e r o r s  who it d e c i d e d ,  based on t h e  e v a l u a t i o n  of t h e  O&M 
p r o p o s a l s ,  c o u l d  perform t h e  O&M CLINS c o u l d  also do t h e  
system i n t e g r a t i o n  work--was r easonab le .  Although t h e r e  a re  
some s l i g h t  d i f f e r e n c e s  i n  t h e  l a b o r  c a t e g o r i e s  f o r  t h e  two 
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t y p e s  of work, t h e y  are,  i n  f a c t ,  v e r y  s i m i l a r .  F u r t h e r ,  
d e s p i t e  G E ' s  lower p r i c e s  i n  t h i s  area t h e r e  is no th ing  i n  
t h e  record  which would l e a d  u s  t o  t h e  conc lus ion  t h a t  
e v a l u a t i o n  of t h e  system i n t e g r a t i o n  C L I N S  on t h e  same basis  
as  t h e  O&M CLINS would have changed SAIC's t e c h n i c a l  and 
management s c o r e  r e l a t i v e  t o  GE. 

Cos t /P r i ce  E v a l u a t i o n  

S A I C  a l s o  makes a number of arguments r ega rd ing  t h e  Army's 
e v a l u a t i o n  of c o s t  on t h e  O&M CLINS and p r i c e  on t h e  sys tem 
i n t e g r a t i o n ,  T&M CLINS.  Gene ra l ly ,  t h e  t h r u s t  of these 
arguments is t h a t  t h e  Army e v a l u a t e d  S A I C ' s  t o t a l  c o s t / p r i c e  
t o o  h igh  and G E ' s  t o t a l  c o s t / p r i c e  t o o  low and t h a t ,  i f  t h e  
e v a l u a t i o n  is c o r r e c t e d ,  SAIC would be i n  l i n e  f o r  award. 
Although w e  c o n s i d e r  t h e  merits of t h e s e  c o n t e n t i o n s ,  it 
m u s t  be borne i n  mind t h a t  we have concluded t h a t  t h e  
p r o t e s t e r  has no t  shown t h a t  t h e  low t e c h n i c a l  and manage- 
ment s c o r e s  it r e c e i v e d  r e l a t i v e  t o  t h e  o t h e r  o f f e r o r s  were 
t h e  r e su l t  of a n  improper e v a l u a t i o n  o r  would have been 
s i g n i f i c a n t l y  impacted even i f  t h e  e v a l u a t i o n  were focused  
on t h e  upgraded NTC-IS. In  t h i s  r ega rd ,  t h e  record  c l e a r l y  
shows t h a t  S A I C  w a s  n o t  s e l e c t e d  because of t h o s e  s c o r e s ,  
n o t  t o  any g r e a t  e x t e n t  based on t h e  c o s t / p r i c e  p r o p o s a l s  of 
e i t h e r  t h e  p r o t e s t e r  o r  t h e  awardee. Thus, even i f ,  as a 
r e s u l t  of ad jus tment  i n  t h e  c o s t / p r i c e  e v a l u a t i o n ,  SAIC's 
e v a l u a t e d  c o s t  were t o  be e q u a l  t o  o r  even lower t h a n  G E ' s ,  
because of G E ' s  s i g n i f i c a n t  t e c h n i c a l  and management 
advantage  and t h e  paramount importance of t h o s e  c o n s i d e r a -  
t i o n s  ove r  c o s t ,  it is no t  l i k e l y  t h a t  S A I C  would be i n  
l i n e  f o r  award. 

SAIC a r g u e s  t h a t  t h e  e v a l u a t i o n  on t h e  b a s i s  of t h e  c u r r e n t  
system made it impossible t o  de t e rmine  t h e  most p robab le  
c o s t  t o  t h e  government. Most probable  c o s t ,  one of t h e  
c o s t  e v a l u a t i o n  f a c t o r s  i n  t h e  s o l i c i t a t i o n ,  was d e f i n e d  a s  
t h e  agency ' s  estimate of t h e  c o s t  of complet ing t h e  c o n t r a c t  
us ing  t h e  o f f e r o r ' s  t e c h n i c a l  and management approach and 
any a d d i t i o n a l  costs t o  t h e  government. SAIC n o t e s  t h a t  
t h e  agency conceded t h a t  " t h e  c o s t  e v a l u a t i o n  was based 
upon t h e  known system, which is t h e  c u r r e n t  NTC-IS system." 
SAIC 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  based on t h e  c u r r e n t  
system had no bea r ing  on t h e  actual c o s t  of complet ing t h e  
c o n t r a c t  since,  acco rd ing  t o  t h e  p r o t e s t e r ,  a t  least  9 5  
p e r c e n t  of t h e  c o n t r a c t  w i l l  i nvo lve  0&M on the upgraded 
NTC-IS.  

I n  response ,  t h e  Army a r g u e s  t h a t ,  s i n c e  t h e  s t a f f i n g  
r e q u i r e d  under t h e  new O&M c o n t r a c t  w i l l  be s u b s t a n t i a l l y  
t h e  same as under t h e  p r e v i o u s  c o n t r a c t ,  "most p robab le  
c o s t "  is s u b s t a n t i a l l y  t h e  same af te r  t h e  CIS upgrade a s  
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b e f o r e  t h e  upgrade. W e  have no b a s i s  on which t o  q u e s t i o n  
t h e  Army's p o s i t i o n  i n  t h i s  r e s p e c t  s i n c e ,  as e x p l a i n e d  
ea r l i e r ,  t h e  record  does  no t  suppor t  SAIC's c o n t e n t i o n  t h a t  
r a d i c a l  s t a f f i n g  r e d u c t i o n s  are p o s s i b l e  based on t h e  C I S  
upgrade. 

SAIC a l s o  a r g u e s  t h a t  it was no t  g iven  c r e d i t  f o r  substan-  
t i a l  and j u s t i f i e d  r e d u c t i o n s  i n  proposed c o s t s  on O&M CLINS 
f o r  m a t e r i a l s ,  equipment and s e r v i c e s  below t h e  Army's not- 
to-exceed f i g u r e s  on t h o s e  C L I N S .  In t h i s  r e s p e c t ,  each of  
t h e  CLINS f o r  reimbursement of t h e  c o s t s  of m a t e r i a l s ,  
equipment,  and s e r v i c e s  procured by t h e  c o n t r a c t o r  i n c l u d e d  
a not-to-exceed f i g u r e ,  S A I C  s a y s  t h a t ,  based  on i t s  
unders tanding  of and e x p e r i e n c e  wi th  t h e  NTC-IS, it proposed 
and f u l l y  j u s t i f i e d  a f i g u r e  f o r  each  of these C L I N S  
s u b s t a n t i a l l y  below the  l i s t e d  not-to-exceed f i g u r e s .  Also,  
S A I C  i n d i c a t e s  t h a t ,  as r e q u i r e d  by t h e  RFP, it submi t ted  
wi th  its p r o p o s a l  two c o s t  e v a l u a t i o n  summaries, one of 
which inc luded  t h e  Army's not-to-exceed c o s t s  and a second 
which i n c l u d e d  SAIC's reduced c o s t s .  F i n a l l y ,  SAIC argues 
t h a t  GE w a s  g iven  c r e d i t  f o r  u n j u s t i f i e d  r e d u c t i o n s  i n  t h e  
c o s t s  of  materials, equipment and s e r v i c e s  below t h e  Army's 
not-to-exceed f i g u r e s .  

I n  response  t o  SAIC's a l l e g a t i o n  t h a t  it was no t  c r e d i t e d  
with t h e s e  r e d u c t i o n s ,  t h e  Army s a y s  t h a t  t h e  sou rce  
s e l e c t i o n  o f f i c i a l  i n c o r r e c t l y  used t h e  S A I C  c o s t  e v a l u a t i o n  
summary which inc luded  t h e  Army's not-to-exceed estimates. 
None the le s s ,  t h e  Army s a y s  t h a t  t h i s  e r r o r  made no d i f -  
f e r e n c e  i n  t h e  f i n a l  s e l e c t i o n  s i n c e  u s i n g  S A I C ' s  e v a l u a t i o n  
summary wi th  t h e  r e d u c t i o n s  i n  t h e  e v a l u a t i o n  would have 
reduced t h e  f i r m ' s  e v a l u a t e d  c o s t  from approx ima te ly  
$76 ,330 ,000  t o  approximate ly  $69,071,000,  which was s t i l l  
above G E ' s  e v a l u a t e d  c o s t  o f  $66 ,548 ,868 .  Thus, a c c o r d i n g  
t o  t h e  agency,  t h e  c o s t  e v a l u a t i o n  e r r o r  made no d i f f e r e n c e  
i n  t h e  f i n a l  s e l e c t i o n  d e c i s i o n .  

We a g r e e ,  Based on our review of t h e  r eco rd ,  w e  conc lude  
t h a t  even i f  SAIC is g i v e n  c r e d i t  for t h e  f u l l  $ 7  m i l l i o n  
d i f f e r e n c e  between i t s  proposed c o s t s  on t h e  O&M m a t e r i a l s  
C L I N S  and t h e  Army's not-to-exceed c o s t s ,  SAIC's e v a l u a t e d  
c o s t  is s t i l l  $ 2 . 5  m i l l i o n  g r e a t e r  t h a n  GE's. F u r t h e r ,  
c o n t r a r y  t o  t h e  p r o t e s t e r ' s  c o n t e n t i o n ,  G E  d i d  no t  propose  
and w a s  no t  g iven  c r e d i t  f o r  c o s t s  on t h e  m a t e r i a l s  CLINS 
below t h e  Army's not-to-exceed f i g u r e s .  Even wi th  t h e  
c o r r e c t i o n  i n  SAIC's e v a l u a t e d  c o s t  f o r  t h e  materials CLINS, 
SAIC w a s  n o t  t h e  low c o s t  o f f e r o r .  

SAIC a l s o  contends  t h a t  G E ' s  o f f e r  shou ld  have been r e j e c t e d  
because it w a s  ma themat i ca l ly  and m a t e r i a l l y  unbalanced. I n  
t h i s  r e s p e c t ,  SAIC a r g u e s  t h a t  G E ' s  o f f e r  w a s  unbalanced and 
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shou ld  have been r e j e c t e d  because t h e  f i r m  proposed 
u n r e a l i s t i c a l l y  low rates f o r  c e r t a i n  i n d i v i d u a l  c a t e g o r i e s  
of  l a b o r  on t h e  system i n t e g r a t i o n ,  T&M C L I N S .  S A I C  
m a i n t a i n s  t h a t  t h i s  p r i c i n g  t ac t ic  was improper because  GE 
r e c e i v e d  t h e  f u l l  advantage  of i ts  s e l e c t i v e  low rates over  
o t h e r  o f f e r o r s  i n  t h e  e v a l u a t i o n ,  b u t  d u r i n g  performance GE 
w i l l  be a b l e  t o  avoid supp ly ing  these l a b o r  c a t e g o r i e s  
under t h e  system i n t e g r a t i o n  t a s k  o r d e r s .  S A I C  m a i n t a i n s  
t h a t ,  a l t hough  the  c o n t r a c t  p rov ides  f o r  n e g o t i a t i o n s  as t o  
c o s t  under t h e  i n d i v i d u a l  t a s k  o r d e r s ,  GE h a s  a b s o l u t e  
d i s c r e t i o n  over  t h e  l a b o r  mix  i n  t h e  o r d e r s .  For t h i s  
reason ,  acco rd ing  t o  S A I C ,  GE w i l l  be a b l e  t o  skew t h e  l a b o r  
m i x  i n  t h e  system i n t e g r a t i o n  t a s k  o r d e r s  so as t o  maximize  
payments by  minimizing t h e  u s e  of lower p r i c e d  l a b o r  cate- 
g o r i e s .  S A I C  a r g u e s  t h a t  t h e  agency d i d  no t  c o n s i d e r  and 
d i s c o u n t  t h e  p o t e n t i a l  c o s t  and performance r i s k s  of award 
t o  GE based  on i t s  unbalanced o f f e r  on t h e  system i n t e g r a -  
t i o n  C L I N S .  

S A I C  m a i n t a i n s  t h a t ,  even  i f  t he  agency cons ide red  t h e  c o s t  
and performance r i s k s  of  GE's o f f e r ,  t h e  Army d i d  n o t  have 
t h e  d i s c r e t i o n  t o  a c c e p t  t h a t  o f f e r  since t h e  imbalance 
between GE's system i n t e g r a t i o n  l a b o r  c a t e g o r i e s  w a s  so 
extreme and pe rvas ive .  S A I C  a r g u e s  t h a t  GE w i l l  no t  
provide  employees i n  many of t h e  lower p r i c e d  sys tem 
i n t e g r a t i o n  l a b o r  c a t e g o r i e s .  Thus, S A I C  a r g u e s  t h a t  GE's 
proposa l ,  i n  e f f e c t ,  e l i m i n a t e d  many c r i t i c a l  l a b o r  
c a t e g o r i e s  which were requi rements  of t h e  RFP. 

S A I C  a l s o  a r g u e s  t h a t  GE's o f f e r  w a s  unbalanced between t h e  
l a b o r  rates f o r  t h e  system i n t e g r a t i o n  C L I N S  and t h e  l a b o r  
rates proposed f o r  t h e  O&M c o s t  reimbursement C L I N S .  S A I C  
s a y s  t h a t  GE's average  l a b o r  rate f o r  t h e  system i n t e g r a t i o n  
C L I N S  is approx ima te ly  $9.60 p e r  hour wh i l e  GE's average  
l a b o r  rate f o r  t h e  cost-reimbursement ,  O&M C L I N S  i s  a lmost  
$14 p e r  hour 4J, even though t h e  m a j o r i t y  of t h e  l a b o r  
c a t e g o r i e s  are t h e  same f o r  t h e  two t y p e s  of work. Accord- 
ing t o  S A I C ,  GE's o f f e r  w a s  ma themat i ca l ly  unbalanced i n  
t h i s  r ega rd  s i n c e  t h e  system i n t e g r a t i o n  C L I N S  c a r r i e d  a 
d i s p r o p o r t i o n a t e l y  low s h a r e  of t h e  t o t a l  c o n t r a c t  c o s t  
w h i l e  t h e  proposed O&M l a b o r  C L I N S  c a r r i e d  a d ispropor-  
t i o n a t e l y  h igh  s h a r e  of t o t a l  c o n t r a c t  c o s t s .  S A I C  
m a i n t a i n s  t h a t  t h i s  s i t u a t i o n  resu l t s  i n  a n  o f f e r  t h a t  is 
a l s o  m a t e r i a l l y  unbalanced because t h e  sys tem i n t e g r a t i o n  

4/ C o n t r a r y  t o  its a s s e r t i o n  he re ,  i n  t h e  c o n t e x t  of a n o t h e r  
argument,  S A I C  s a y s  t h a t  GE's average  l a b o r  rate f o r  t h e  O&M 
C L I N S  is o n l y  $12.96 p e r  hour.  Based on  GE's c o n t r a c t ,  w e  
c a l c u l a t e  GE's ave rage  l a b o r  r a t e  f o r  t h e  O&M C L I N S  a s  
$12.96 p e r  hour no t  $14 p e r  hour. - See Foo tno te  6. 
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CLINS a r e  o p t i o n s  which need no t  be e x e r c i s e d  a t  a l l  and, i f  
e x e r c i s e d ,  t h e  c o n t r a c t  r e q u i r e s  on ly  a nominal 160 hours .  
S A I C  a r g u e s  t h a t  i f  t h e  Army were t o  o r d e r  on ly  t he  minimum 
160 hours ,  the  agency would r e c e i v e  v i r t u a l l y  no b e n e f i t  
from GE's a r t i f i c i a l l y  low system i n t e g r a t i o n  l a b o r  r a t e s  i n  
s p i t e  of  t h e  fact  t h a t  t h o s e  r a t e s  gave GE an  advantage o v e r  
o t h e r  o f f e r o r s  i n  t h e  c o s t  e v a l u a t i o n  which w a s  based on an 
estimate of approx ima te ly  1 m i l l i o n  system i n t e g r a t i o n  
hours .  

I n  response ,  t h e  Army a r g u e s  t h a t  GE's p r i c i n g  s t r a t e g y  on 
t h e  system i n t e g r a t i o n  l a b o r  c a t e g o r i e s  was no t  p r o h i b i t e d  
and t h a t  t h e  l a b o r  rates s u b m i t t e d  by GE w i l l  p rov ide  t h e  
agency w i t h  system i n t e g r a t i o n  s e r v i c e s  a t  a good pr ice .5J  
The Amy a l s o  ma in ta ins  t h a t  a l l  o f f e r o r s  were aware t h a t  
t h e  system i n t e g r a t i o n  C L I N S  were o p t i o n s  which may n o t  be 
exercised b u t  t h a t ,  under t h e  s o l i c i t a t i o n ,  t he  e v a l u a t i o n  
w a s  t o  i n c l u d e  c o n s i d e r a t i o n  of t h e  basic and t h e  o p t i o n  
C L I N S .  Thus ,  a l l  o f f e r o r s  were f r e e  t o  propose based on 
t h e  e v a l u a t i o n  scheme. 

Our review of  a l l e g e d  unbalanced p r i c i n g  g e n e r a l l y  i n v o l v e s  
t w o  a s p e c t s .  The f i r s t  is a mathematical e v a l u a t i o n  of t h e  
o f f e r  t o  de t e rmine  whether each i t e m  carries i ts  share of 
t h e  c o s t  of t h e  work p l u s  overhead and p r o f i t .  Special 

I 88-1 
CPD (I 520. Here, based on our i n  camera review, we conclude  
t h a t  GE's h o u r l y  l a b o r  r a t e s  f o r s o m e  sys tem i n t e g r a t i o n  
l a b o r  c a t e g o r i e s  do n o t  c a r r y  the i r  share of t h e  actual c o s t  
of t he  employees i n  t h o s e  c a t e g o r i e s .  Thus ,  GE's o f f e r  w a s  
ma themat i ca l ly  unbalanced w i t h  r e s p e c t  t o  t h e  l a b o r  rates 
f o r  t h e  sys tem i n t e g r a t i o n  C L I N S .  Also,  as a r e s u l t  of t h e  
low l a b o r  rates f o r  some system i n t e g r a t i o n  l a b o r  ca t egor -  
ies, we conclude  t h a t  GE's o f f e r  was mathemat i ca l ly  
unbalanced between the  system i n t e g r a t i o n  C L I N S  and t h e  O&M 
CLINS . 

Waste, Inc . ,  B-230103, J u n e  2, 1988, 67 Comp. Gen. - 

A m a t h e m a t i c a l l y  unbalanced bid or  o f f e r  may be accep ted ,  
however, u n l e s s  it is a l s o  m a t e r i a l l y  unbalanced. When a 
c o n t r a c t  is t o  be awarded based s o l e l y  o r  p r i m a r i l y  on low 
c o s t  o r  p r i c e ,  material unbalancing e x i s t s  when there is a 
r e a s o n a b l e  doubt  t h a t  accep tance  of a low, ma themat i ca l ly  
unbalanced b id  o r  o f f e r  u l t i m a t e l y  w i l l  r e su l t  i n  t h e  l o w e s t  

I/ GE's l a b o r  rates f o r  t h e  system i n t e g r a t i o n  CLINS a re  
c o n s i d e r e d  p r o p r i e t a r y  in fo rma t ion  by t h e  f i r m  so t h o s e  
rates were o n l y  r e l e a s e d  t o  o u t s i d e  c o u n s e l  f o r  S A I C  under  a 
p r o t e c t i v e  arrangement  between o u t s i d e  c o u n s e l  f o r  S A I C  and 
GE . 
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c o s t  t o  t h e  government. Genera l  In s t rumen t  Corp., B-228053, 
Dec. 8, 1987, 87-2 CPD l[ 564. Here, however, t h e  RFP 
c l e a r l y  subord ina ted  p r i c e  and c o s t  c o n s i d e r a t i o n s  t o  t h e  
technical and management e v a l u a t i o n  f a c t o r s .  

I n  any e v e n t ,  we do n o t  b e l i e v e  t h a t  t he  p r o t e s t e r  has  
shown t h a t  award t o  GE based on i ts  system i n t e g r a t i o n  l a b o r  
rates w i l l  r e s u l t  i n  an  actual o v e r a l l  c o s t  t o  t he  govern- 
ment t h a t  is  n o t  r easonab ly  related t o  t he  e v a l u a t e d  c o s t .  
I n  t h i s  r e s p e c t ,  t h e  l a b o r  rates i n  G E ' s  c o n t r a c t  are 
f i x e d ;  G E  is r e q u i r e d  t o  provide  employees i n  each c a t e g o r y  
a t  t h e  s p e c i f i e d  rates. S ince ,  however, system i n t e g r a t i o n  
t a s k  o r d e r s  under  t h e  c o n t r a c t  w i l l  no t  i n c l u d e  l a b o r  h o u r s ,  
j u s t  a s t a t e m e n t  of work and a t o t a l  p r i c e ,  w e  have some 
r e s e r v a t i o n s  abou t  t h e  Army's a b i l i t y  t o  a s s u r e  t h a t  it w i l l  
r e c e i v e  t h e  f u l l  range of system i n t e g r a t i o n  l a b o r  ca t egor -  
ies under  t h e  c o n t r a c t .  None the le s s ,  c o n t r a r y  t o  t h e  
p r o t e s t e r ' s  c o n t e n t i o n ,  t h e  Army's e v a l u a t i o n  of G E ' s  o f f e r  
d i d  c o n s i d e r  G E ' s  low proposed r a t e s  f o r  c e r t a i n  l a b o r  
c a t e g o r i e s .  Also, t h e  Army s a y s  t h a t  it w i l l  c a r e f u l l y  
moni tor  G E ' s  performance of t he  system i n t e g r a t i o n  C L I N S  and  
w i l l  r e q u i r e  t h e  f i r m  t o  p r o v i d e  employees i n  a l l  l a b o r  
c a t e g o r i e s .  

S A I C  n o t e s  i n  connec t ion  w i t h  i t s  argument t h a t  t h e r e  i s  
unbalancing between t h e  O&M and system i n t e g r a t i o n  C L I N S  
t h a t  t h e  system i n t e g r a t i o n  C L I N S  are  on ly  o p t i o n s  which 
may n o t  be exercised and t h e  c o n t r a c t  r e q u i r e s  on ly  a 
m i n i m u m  of 160 h o u r s  under  t h o s e  CLINS.  Nonethe less ,  there  
is no r eason  t o  b e l i e v e  t h a t  t he  system i n t e g r a t i o n  o p t i o n s  
will n o t  be exercised. The record  i n d i c a t e s  t h a t  t h e  NTC-IS  
has been modif ied a number of times i n  t h e  p a s t  and t h a t  t h e  
agency i n t e n d s  t o  do so i n  t h e  f u t u r e  and t h e  p r o t e s t e r  does 
no t  c h a l l e n g e  t h e  agency ' s  c o n c l u s i o n  t h a t  o t h e r  modif ica- 
t i o n s  o r  upgrades w i l l  occur  over  t h e  c o u r s e  of the  
c o n t r a c t .  F u r t h e r ,  t h e  s o l i c i t a t i o n  inc luded  agency 
estimates f o r  t h e  system i n t e g r a t i o n  l a b o r  c a t e g o r i e s  which 
t o t a l e d  o v e r  1 m i l l i o n  l a b o r  hours .  S A I C  has no t  argued 
t h a t  t h e  s o l i c i t a t i o n  workload estimates f o r  each l a b o r  
c a t e g o r y  on which the  e v a l u a t i o n  was based were n o t  
r easonab ly  a c c u r a t e .  - See I n t e r n a t i o n a l  T e r m i n a l  Opera t inq  
Co. I n c . ,  B-229591 e t  a l . ,  Mar. 18, 1988, 88-1 CPD I[ 287. 
T h e a t i o n  and award were required t o  be based on t h o s e  
estimates . 
S A I C  a l s o  a r g u e s  t h a t  t h e  Army d i d  n o t  p r o p e r l y  e v a l u a t e  t h e  
O h M ,  c o s t  reimbursement CLINS f o r  c o s t  realism i n  accordance  
w i t h  t h e  R F P  e v a l u a t i o n  scheme. S A I C ' s  p r i n c i p a l  c o n t e n t i o n  
i n  t h i s  r ega rd  is t h a t  t h e  average  of G E ' s  proposed l a b o r  
r a t e s  f o r  t h e  O&M labor c a t e g o r i e s  was only  $12.96 p e r  hour 
and t h a t  f i g u r e  cannot  be r e c o n c i l e d  w i t h  t h e  m o u n t s  

17 B-232548, B-232548.2 

. .. .. 



l e g a l l y  r e q u i r e d  t o  be pa id  t o  t h e  employees i n  t h o s e  
c a t e g o r i e s  by t h e  a p p l i c a b l e  Department of Labor wage 
d e t e r m i n a t i o n .  I n  s u p p o r t  of t h i s  c o n t e n t i o n ,  SAIC s a y s  
t h a t  GE and t h e  Army have i n d i c a t e d  t h a t  GE p l a n s  t o  h i r e  
most of SAIC's employees working on t h e  incumbent O&M 
c o n t r a c t .  SAIC a rgues  t h a t  t h e  l a b o r  rates f o r  90 p e r c e n t  
of t h e  l a b o r  hours  under t h e  O&M CLINS are  e s t a b l i s h e d  by 
t h e  wage d e t e r m i n a t i o n  and t h a t  under i t s  incumbent O&M 
c o n t r a c t ,  S A I C  a l r e a d y  pays t h o s e  employees t h e  minimum 
wages and b e n e f i t s  a l lowed by t h e  wage d e t e r m i n a t i o n .  SAIC 
s a y s  t h a t  t h e  average  of i ts  own proposed l a b o r  r a t e s  f o r  
a l l  t h e  O&M CLINS is  $14.92 per  hour ,  t h e  lowes t  amount 
possible c o n s i s t e n t  w i th  t h e  wage d e t e r m i n a t i o n  requirements 
f o r  t h e  v a s t  m a j o r i t y  of t h e  O&M l a b o r  c a t e g o r i e s .  

SAIC a l s o  a r g u e s  t h a t  GE d i d  not  i n c l u d e  i n  t h e  c a l c u l a t i o n  
of its l a b o r  rates f o r  t h e  O&M CLINS amounts f o r  workers '  
compensat ion in su rance  premiums, s o c i a l  s e c u r i t y  t a x e s ,  
unemployment t a x e s  and c o s t s  a s s o c i a t e d  wi th  v a c a t i o n s  a n d  
h o l i d a y s .  According t o  t h e  p r o t e s t e r ,  GE c o n s i d e r e d  such  
c o s t s  t o  be covered by t h e  $0.59 per  hour amount s p e c i f i e d  
i n  t h e  wage d e t e r m i n a t i o n  f o r  h e a l t h  and w e l f a r e  b e n e f i t s .  
SAIC asserts t h a t  t h e  $0.59 f i g u r e  i n  t h e  wage d e t e r m i n a t i o n  
is n o t  s u f f i c i e n t  t o  c o v e r ,  and w a s  n o t  i n t ended  t o  cove r ,  
t he  c o s t s  l i s t e d  above. 

F i n a l l y ,  S A I C  a r g u e s  t h a t  t h e r e  w a s  a d e f e c t  i n  t h e  Army's 
c o s t  realism a n a l y s i s  o f  GE's proposa l  r e l a t i n g  t o  t h e  
" t r a n s i t i o n "  e f f o r t  under C L I N  0001, which GE proposed t o  
accomplish f o r  "$0." SAIC m a i n t a i n s  t h a t  s i n c e  t h e  
t r a n s i t i o n  e f f o r t  w a s  c o n t r a c t e d  f o r  on a c o s t  reimbursement 
basis, i n  t h e  absence  of some c o n t r a c t  p r o v i s i o n  t o  t h e  
c o n t r a r y ,  GE w i l l  have t h e  legal r i g h t  t o  i n v o i c e  t h e  Army 
f o r  t r a n s i t i o n  c o s t s .  SAIC a r g u e s  t h a t  w e  should  c o n s i d e r  
t h e  Army's c o s t  realism a n a l y s i s  f lawed s i n c e  t h e  agency 
f a i l e d  t o  add t o  GE's e v a l u a t e d  c o s t  t h e  e s t i m a t e d  c o s t  o f  
t r a n s i t  i o n  . 
When a cost-reimbursement  c o n t r a c t  is t o  be awarded, t h e  
o f f e r o r s '  estimated c o s t s  of c o n t r a c t  performance and t h e i r  
proposed f e e s  should n o t  be cons ide red  as c o n t r o l l i n g  s i n c e  
t h e  estimates may no t  p rov ide  v a l i d  i n d i c a t i o n s  of f i n a l  
actual c o s t s ,  which t h e  government is r e q u i r e d ,  w i t h i n  
c e r t a i n  limits, t o  pay. See F e d e r a l  A c q u i s i t i o n  Regu la t ion  
(FAR) S 1 5 . 6 0 5 ( d ) ;  Pet ro-Engineer ing ,  I n c . ,  B-218255.2, 
June  12, 1985, 85-1 CPD 7 677. The government 's  e v a l u a t i o n  
of  estimated c o s t s  t h u s  shou ld  be aimed a t  de te rmining  t h e  
e x t e n t  t o  which t h e  o f f e r o r ' s  estimates r e p r e s e n t  what t h e  
c o n t r a c t  shou ld  c o s t ,  assuming r easonab le  economy and 
e f f i c i e n c y .  This  d e t e r m i n a t i o n  i n  e s s e n c e  i n v o l v e s  a n  
informed judgment of what c o s t s  a c t u a l l y  would be i n c u r r e d  
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by acceptance  of a p a r t i c u l a r  proposa l .  
Technologies ,  Inc . ,  B-221897, May 29, 1986, 86-1 CPD 11 502. 
Because t h e  c o n t r a c t i n g  agency c l e a r l y  is i n  t h e  b e s t  
p o s i t i o n  t o  make t h i s  c o s t  realism d e t e r m i n a t i o n ,  w e  w i l l  
d i s t u r b  i ts  d e t e r m i n a t i o n  on ly  where it is shown t o  be 
unreasonable .  D a l f i ,  I n c . ,  B-224248, J a n .  7, 1987, 87-1 CPD 
1I 24. 

Marine Design 

Based on our review of t h e  r eco rd ,  w e  conclude t h a t  t h e r e  is 
no merit t o  S A I C ' s  a l l e g a t i o n s  r e l a t i n g  t o  t h e  r e a l i s m  of 
GE's proposa l  on t h e  c o s t  reimbursement CLINS.  F i r s t ,  
t h e r e  is no s u p p o r t  i n  t h e  r eco rd  f o r  S A I C ' s  a s s e r t i o n  t h a t  
i ts  own ave rage  l a b o r  r a t e  f o r  a l l  t h e  O&M C L I N S  i s  s i g n i f i -  
c a n t l y  h i g h e r  t h a n  t h a t  o f  GE. 
SAIC's b e s t  and f i n a l  o f f e r ,  w e  c a l c u l a t e  S A I C ' s  ave rage  
l a b o r  rate f o r  t h e  c o s t  reimbursement,  O&M CLINS as o n l y  
$12.12 p e r  hour ,  less t h a n  t h e  $12.96 p e r  hour proposed by 
GE.6/ The record  a l s o  shows t h a t  t h e  agency d i d  c o n s i d e r  
the-labor rates i n  i t s  c o s t  a n a l y s i s  and determined t h a t  
t h e y  were reasonab le  and r e a l i s t i c .  Based on t h e  above, w e  
have no reason  t o  i n t e r f e r e  w i t h  t h a t  judgment. 

On t h e  c o n t r a r y ,  based on 

There is a l s o  no merit t o  t h e  p r o t e s t e r ' s  c o n t e n t i o n  t h a t  GE 
d i d  not  i n c l u d e  r e q u i r e d  c o s t s  i n  i ts  c a l c u l a t i o n  of its 
l a b o r  rates f o r  t h e  O&M CLINS. GE's b e s t  and f i n a l  o f f e r  
i n c l u d e s  s e p a r a t e  estimates beyond t h e  $0.59 p e r  hour 
r e q u i r e d  by t h e  wage d e t e r m i n a t i o n  f o r  t h e  items l i s t e d  by 
S A I C .  

F i n a l l y ,  w i th  r e s p e c t  t o  GE's i n c l u s i o n  of "$0" f o r  
t r a n s i t i o n  c o s t s ,  GE s a y s  t h a t ,  by t h i s  e n t r y ,  it o f f e r e d  t o  
perform t h e  t r a n s i t i o n  e f f o r t  a t  no c o s t  t o  t h e  Army and 
t h a t ,  r e g a r d l e s s  of t h e  c o s t s  it i n c u r s ,  t h e  Army w i l l  pay  
no th ing  f o r  t h i s  e f f o r t .  F u r t h e r ,  it is clear from the 
record  t h a t  t h e  Army c o n s i d e r e d  t h e  "$0" o f f e r  i n  its c o s t  
e v a l u a t i o n  and accep ted  t h a t  o f f e r  w i t h  t h e  e x p e c t a t i o n  t h a t  
no c o s t s  would be invo iced  by GE f o r  t r a n s i t i o n .  W e  are 
aware of no th ing  t h a t  p r o h i b i t s  GE from inc lud ing  a no c o s t  
estimate f o r  t r a n s i t i o n  i n  its o f f e r  o r  t h a t  p r o h i b i t s  t h e  
Army from a c c e p t i n g  t h e  r i s k  of such  an o f f e r ,  I n  any 
e v e n t ,  based on t h e  government 's  estimate of t h e  c o s t  o f  
t r a n s i t i o n  and t h e  amounts i nc luded  by t h e  o t h e r  o f f e r o r s  

- 6/ The $12.12 per hour f i g u r e  f o r  SAIC i s  based on t h e  same 
c a l c u l a t i o n s  which SAIC s a y s  t h a t  it used t o  a r r i v e  a t  t h e  
$12.96 p e r  hour f i g u r e  f o r  GE, i.e., t h e  sum of t h e  
e s t i m a t e d  c o s t s  f o r  t h e  O&M CLINS i n  S A I C ' s  b e s t  and f i n a l  
o f f e r  ($33,854,687) d i v i d e d  by t h e  sum of t h e  e s t i m a t e d  
hours  f o r  t h e s e  CLINS i n  t h e  b e s t  and f i n a l  o f f e r  
($2,791,475). 
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f o r  transition, GE's estimate f o r  this item made no 
difference in the evaluation and selection decision. 

The protest is denied. 

7 
James F. Rinchman 
General Counsel 
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