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Herbert F, Kelley, Jr,, Esq,, Capt. Gerald P, Kohns, Esq.,
and Gregory A. Lund, Esq., Department of the Army, for the
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DIGEST

1. Incorporation in solicitation of standard form clause at
Federal Acquisition Regulation & 52,215-34, "Evaluation of
Offers for Multiple Awards," which contemplates a
solicitation under which award of various items is to be
made on basis of price, does not require that multiple
awgrds be made on basis of lowest aggregate cost where
solicitation specifically requires any award, including
multiple awards, to be based upon a cost/technical tradeof?,
and cautions that award would "not necessarily be made .

to the offeror(s) with the lowest most probable cost.”

'2. Allegation of deficiency in application of agency inter-

nal evaluation plan does not alone provide a basis for
questioning the evaluation; protest is denied where evalua-
tion iy consistent with the evaluation scheme set forth :in
the request for proposals and is otherwise reasonable,



3, Agency's mechanical application of government estimacs

of labor rates, exempt from the 3ervice Contract Act, =3 _

determine evaluated costs rfor each offeror does pnot saz.siy
3

requirement for an independent analysis of each offercr’
proposed costs.

DECISION

United Interpational Engineering, Inec, (UIE), Morrison
Knudsen-Dynawnics Research (MK~DR), a joint venture, PRC
Inc,, and Sclence Applications Interpational Corporation
(SAIC) protest the Department of the Army’s award of cost-
reimbursement contracts to Interop Joint Venture, Logicon
Eagle Technology, Inc,, and BDM Engineering Services Com-
pany, undar request for proposals (RFP) No. DAEA18-90-R-
0004, for support services for the Joint Interoperability
Test Center (JITC) at Fort Huachuca, Arizona. The pro-
testers challenge the agency’s evaluation of proposed costs
and question the failure to make award to the low, techni-
cally acceptable offerors, In addition, both UIE and SAIC
dispute other aspects of the evaluation of their proposals,

We sustain SAIC’s protest against the award to Interop. We
deny the remaining protests,

The JITC plans, conducts, and reports on the testing of
command, control, communications and intelligence (C3I)
equipment and interface standards, The solicitation
requested proposals for a cost-reimbursement contract, for a
contract period of 1 basic year and 3 option years, to
furnish support to JITC in the planning, conducting, evalu-~
ating and reporting of C3I testing, the design, development,
engineering and acquisition of selected items of equipment
and instrumentation, and the operation and maintenance of
JITC facilities, including the JITC test facility at Fort
Huachuca. The solicitation required offerors .o propose
346 man-years of effort, in 45 labor categories, in each
contract period; 12 of the categories~-junior, "mid" and
senior engineers, computer scientists, systems analysts and
procedural analysts--accounting for 210 man-years, were
exempt from the Service Contract Act.

Clause M-3 of the solicitation, entitled "Basis for Award, "
provided for award to be made "to the responsible offeror(s)
whosd proposal (8) represent the best overall value (s) to the
Government®™; it added that the government "reserves the
right to make up to three (3) multiple awards to the
offeror (s) who can accomplish the requirements set forth in
the solicitation and represent the best overall value to -he
Government." The solicitation stated that technical qual:i-
fications and management were equal in importance, while
cost realism and past performance were also equal in impor-
tance and each was no more than one-half of the importance
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of either technical qualificacions or management; it Iurcher
provided that "the combipation of technlcal, managemenz,
cost realism and past performance areas will be
significantly more important than most probable cost."

Eleven proposals were received by the Dacember 6, 1990,
closing date for receipt of initial proposals and all were
included in the competitive range, After wricten discus-
sions with offerors, the agency requested best and final
offars (BAFO).

As set forth below, the agency’s Source Selection Evaluation
Board (SSEB) evaluated BAFOs under the factors for technica:l
qualifications and management and calculated the most
probable cost of each proposal, while the Source Selection
Advisory Committee (SSAC) ranked offerors based on these
factors, past performance and cost realism:

Offeror Technical Management Most Probable
Qualifications Rank Gost
_ Rank (Raving) Proposed
——  —iRating) - cost
BDM 3 1 $129,978,109
(High Acceptablea) (High Acceptablae) $116,614,936
Logicon 1 2 $131,094,701
(High Acceptable) (Acceptable) $119,212,599
Interop 4 3 $112,432,684
(High Acceptable) (Acceptable) $ 98,586,925
SAIC 2 6 $120, 498, 330
(Righ Acceptable) (Acceptable) $106,015,3:3
PRC 6 9 $117,221,344
(Acceptable) (Acceptable) $102,887, 1n2
MK-DR 10 4 $ 738,6C8
(Low- Acrceptable) (Acceptable) $ 85,089,253
N
UIe 11 11 $103,757, "~
e (Susceptible (Low Acceptable) $ 89,121,321
. to Being Made
Acceptable)

BDM, Logicon, Interop and SAIC were found by the agency to
be the "front runners." The SSAC recommended to the Source
Selection Authority (SSA) that award be made to BDM and
Logicon on the basis of their "clearly superior"™ proposals;
it noted that their proposals had been rated "aignificantly
higher" by the SSEB with respect to technical qualifications
and management and that their past performance had been
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"y

excellent, Although the SSAC recognized that BDM’s an:z
Logicon’s most probable cost was somewhat higher, excssz.nz
tho revised interpal government estimate ($120 millior) cv
approximately 9.2 percent, it concluded that the overa..
value of the proposals justified their higher costs,

The SSAC rated Interop’s proposal the next highest after
BDM’s and Logicon’s, and "slightly higher" than SAIC’s
proposal, Although SAIC’s propcesal was rated "quite close"
to Interop’s with respect to technical qualifications and
management, and the past performance of the two offerors
"did not appear to be much different,” the SSAC noted that
Intezop’s moat probable coust vas approximately 7,7 percent
leas than SAIC’s, Tho SSAC further concluded that Interop’s
proposed fee structure--an evaluated 0 percent base fee and
10 percent award fee--which was evaluated under one of the
five cost realism criteria, was more likely to motivate :h
coticractor to provide superior servicea than SAIC’s proposed
fes structure--an evaluated 3 percent base fee and 8 percent
award fee., As a result, the SSAC recommended to the SSA
that Interop should be selected if a third award was to be

made.

The SSA, in turn, determined that the prcposals submitted by
BDM, Lngicon and Interop offered the best overall value,
Specifically, the SSA stated that "I accept and adopt the
SSAC unanimous recommendation and supporting rationale 3>
award contracts to [BDM, Logicon and Interop), I agree -he
additiona). cost for [BDM, Logicon) is more than offset Ly
the higher quality contained in their proposals. (Inter-c,
represents the next best value to the Government." Upcn
learning of the resulting awards to BDM, Logicon and
Interop, these protescs were filed by SAIC, PRC, MK-DR ard3
UIE with our Office.

BEST OVERALL VALUE

The protesters first contend that the awards were improcer
because they were based upon an evaluation of the "bes:
overall value,” that is, on the baais of a cost-techni:za.
tradeoff. Although the protesters acknowledge that cla.:e
M-3;of the solicitation provided foz a best value analys.s
thoy. arque that the solicitation provided for award tc -n-
low, technically acceptable offerors where multiple awar:s
were made. Specifically, they point out that the soliz:%a-
tion incorporated by reference the standard form clause -
Federal Acquisition Ragulation (FAR) § 52.215-~34, entiz.=:3
'gvnluation of Offers for Multiple Awards, " which prov:ias
that:

"In addition to other factors, offers will be

evaluated on the basis of advantages and disad-
vantages to the Government that might result frcm
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making more than one award (multiple awards), It
is assumed, for the purpose of evaluating propo-
sals, that $500 would be the administrative cost
to the Government for issuing and administering
each contract awarded under this solicitation and
individual awards shall he for the items or combi-
nations of items that result in the lowest aggre~
gate cost to the Governrment, including the assumed
administrative costs,”

While the standard clause at FAR § 52,215-34 generally
provides for awards to be made that result in the lowest
aggregate cost, clause M-3 of the solicitation specifically
reserved to the government “the right to make up to three
(3) multiple awards to the offeror(s) who can accomplish the
requirements set forth in tha solicitation and reprasent the
best oversll value to the Government," Clause M~3 provided
for "best overall value" to be determined based upon the
evaluation of technical qualifications, management, cost
realism and past performance, as well as most probabla cost,
and cautioned that award would "not necessarily be mads
« + o to the offeror(s) with the lowest most probable cost,"
Thus, clause M~3 clearly and unequivocally required any
award, including multiple awards, to be based upon a
cost/technical tradeoff, rather than upon the lowest
aggregate cost, The standard form clause at FAR
§ 52,215-34, which contemplates a solicitation under which
the award of various line items is to be made on the basis
of price, is not relevant to a solicitation such as this
where technical considerations are paramount. See Allied-

\  B-240938.2, Jan, 18, 1991, 91-1 CPD
1 58. Accordingly, the specific express provisions of
clause M-3 t.ake precedence over the general language of the
standard Jorm clause.

UIE EVALUATION (TECHNICAL, MANAGEMENT AND PAST PERFORMANCE)

UIE queations the evaluation of its proposal under the
factors for technical qualifications, manage:nt and past

perfoxaance.

determination of the relative merits of proposals is
prilmarily a satter of agency discretion which we will not
disturb unless it is shown to be without a reasonable basis
ox fliconsistent with the evaluation criteria listed in the
RIp. cS.r B-241167, Jan, 29, 1991,
91-1 CPD ¥ 80,

As indicated above, UIE was ranked last of 11 offerors with
respect to both management and technical qualifications, the
two most important evaluation factors (other than most
probable cost); with respect to management, its proposal was
found to be “low acceptable," while under the factor for
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ical cquali€ications, its proposal was found to be :znly
Eggggeggib?; of being made acceptable,"” UIF was both
debriefed on, and, as part of the agency report, furnished a
copy of, the agency’s detailed evaluation, The evaluation
under the factor for technical qualifications listed

approximately 19 disadvantages characterized as a
"significant deficiency but correctable"™ and 8 disadvantages

characterized as a "correctable deficiency--small impact';
in addition, tlie evaluation questioned the adequacy of UIE’s
‘response to 9 sample tasks,

Notwithstanding the detailed iy:formation available to it,
UIE failed to substantively respond to most of tha perceived
disadvantages, With respect to the disadvantages which it
does address, UIE has offered only general, repetitive
raeferences to larqge sections of its proposal--g.q9.,, "this
was discussed in detail in pages 12 through 20 of our
Tachnical Volume"--which do not refuteé the agency’s specific
observations, For example, iy response to the agency’s
determination that it had failed to discuss communications
gecurity (COMSEC) requirements, UIE responded by referring
to several pages in its proposal; these pages, however,
simply stated that COMSEC equipment operation, support, and
configuration is a contractor mission, without discussing
how UIE would perform that mission. While UIE has responded
in more detail to most of the approximately 15 perceived
management disadvantages, many of its responses amount to no
more than mere disagreement with the agency--e,9., as to
whether UIE proposed a sufificient number of key management
personnel for the specified level~of-effort, Mere
disagrecement with the agency evaluation, however, does not
demonstrate the unreasonableness of the evaluation, Id.

We find that UIE has not demonstrated that the Army’s over-
all conclusion, that the firm had submitted inadequately
written technical and management proposals, was
unreasonable,

Although UIE also generally alleges that any fallure to ade-
quately address solicitation requirements was the result of
the agency’s failure to raise the matter during discussions,
i€ neither specifies the alleged inadequacies in discussions
nor, explains why the wide-ranging discussions held with it,
whick touched upon nearly every evaluation criteria and
sample task, did not afford it a fair and reasonable oppor-
tunity in the context of the procurement to identify and
correct the central weakness in its proposal, that is, its
generalized fallure to explain in any depth its proposal
approach. See Minigraph, Inc., B-237873.2, May 14, 1990,
90-1 CPD 1 470. Likewisa, while UIE alleges that the
evaluation reflected the agency’s prejudice against it as a
small (disadvantaged) business concern, there is no |
indication in the record of bias or bad faith on the part of
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evaluators, and UIE offers no such evidence, The
golicitation failed to include a 10 percent evaluation
raeference for small disadvantgged business concerns, and,
contrary to UIE’s arqgument, this was not required since
award was not based on price and price-related factors,
Dapartment of Defense Federal Acquisition Regulation
Supplement § 219,7001(a), and does not in itself demonstrate
prejudice, Frejudicial motives will not be attributed to
contracting officials on the basis of unsupported
allegations, inferences, and suppositions as are advanced by
UIE, gSee Avogadro Energy Sysg., B-244106, Sept. 9, 1991,

91-2 CPD 1 229,

With respect to past performance, the solicitation required
offerors to furnish specified information concerning all
governnent contracts within the past 5 years which were
similar to the JITC contract; the solicitation advised
offerors that it was the "intention” of the contracting
officer to contact cognizant contracting officials for
purposes of evaluating offerors’ performance., Although
agency evaluators received favorable assessments regarding
sone aapects of performance under some UIE contracts--g.d,,
"very good® management--they also received less favorable
asseasments for othar contracts--e,dq,, reports that agency
personnel had "lost confidence in UIE’s ability to properly
perfczm,” or that UIE "could have been more aagrassive™ in
pursuing excellence, UIE contends that the agency’s docu-
mentation misquotes, in part, the oral responses received
concerning its performance, mistakenly attributes the cause
of performance problems to UIE, includes comments resulting
from the bias of contracting officials, fails to fully
reflect improvements or the overall quality of performance
on the contracts discussed, and is otherwise flawed and
incomplete because the agency received reports for only 5 of

20 listed contracts.

Prejudice is an easential element of a viable protest, and
where no prejudice is shown or is otherwise evident, our
Office will not disturb an award, even if gsome technical
deficiency in che award arguably may have occurred,

’ B-238706.3, Aug. 16, 1990, 90-2 CPD 9 130,
Since UIR was ranked last of 11 offerors with respect to
botls management and technical qualifications, and therefore
hadino rexsonable chance for award, notwithstanding its
lower proposed codt, we find that any deficiency which may
have esisted in the evaluation of UIE’s past performance,
one of the least important evaluation factors, did not
materially prejudice that offeror,

SAIC EVALUATION (MANAGEMENT)

SAIC challenges the evaluation of its proposal under the
management rfactor, essentially arguing that given the weight
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«or

assigned to the various management criteria and subcri-asr:
by the agency’s internal evaluation plan, its proposa:
should have been ranked third, not sixth, in this area,
3AIC’s rationale involves establishing point scores for aach
criterion and subcriterion of the management factor
evaluation, We find that SAIC/s point scering scheme does
not account for the differences between proposals as fully
explained in the evaluation narrative and reflected in the
summary ratings for management, but not necessarily shown by
different adjectival ratings for criteria and subcriteria.
For example, two proposzsls miglht be "acceptable" for the
autonomy of their on-aite management, but have substantially
different advantages and disadvantages in the evaluation of
that subcriterion--differences ultimately reflected in the
agency’s overall evaluation but not reflected in SAIC’s
point scoring scheme, SAIC has not questioned the
underlying narrative evaluation of its proposal under the
management. factor, and having reviewed the proposals
themselves and the evaluation record, we do not find that
the agency’s evaluation was unreasonable,

MCST PROBABLE COST

The protesters challenge the Army’s most probable cost
calculations to the axtent they are based upon upward
adjustments in labor rates, The Army substantially
increasad the costs proposed by the three awardees and

four protesters in calculating the most probable cost of -he
offers; the adjustments overwhelmingly resulted from the
agency’s determination that the proposed direct, SCA-exempt
labor rates were coo low and the agency’s upward adjustment

of the rates,

In preparing to evaluate cost proposals, the Army estab-
lished a series of rate ranges Cor each of the 12 SCA-exerpt
labor categories speclfied in the solicitation. Accordirg
to testimony given at the hearing on this case, the agen:y
cost/price analyst first calculated rate ranges based upcn
proposals received for a contract awarded in 1988 to operie
the Army’s BRlectromagnetic Environmental Test Facllity
(EMETF) at Fort Huachuca, and a published salary index <::
technical specialists. Transcript (TR) at 181~188. (T-e

BII.‘ITphm, conducts and reports on the simulation,
modeling, testing, measurement and analysis of electronic

systoms; with' the emphasis upon their electromagnetic com-
pat:ihg‘;:ltg- and vulnerability.)

The chairman of the SSEB cost committee tastified that he
then exparded the ranges based upon three factors. First,
he tonk into consideration the rates under agency contracts
sunporting the JITC effort at Fort Huachu.a. TR at 90-93,
Of the nine contracts he consulted, thre¢ were awarded by
Fort Huachuca, five were awarded by Fort Monmouth,
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New Jersey, and one was awarded by the Navy in San Rieg:,
California; all covered services that were epncompassed
within the current contract effort or were otherwise ip
support of the JITC mission, Second, the chairman cons:.-ad
a second salary index for technical specialiscs, TR at
93-94, Third, he took into consideration the quality of rhe
sarvices desired. The chairman stated that the agency
needed "highly sophisticated, highly complex support
services"” for which the agency anticipated it "might have ro
pay top dollar"; he agreced that the agency "was striving co
seek . . . the very best that was available in the market
place."” TR at 97, 138-139, Indeed, the chairman testified
that he did not believe that the government was *bound to
adhere to the qualification requirements” for each labor
category as set forth in the statement of work (SOW) when
evaluating cost realism, TR at 140; according to the chair-
man, “"the labor qualifications are , , , what the
contractor’s personnel must meet when and if they win the
conf.ract and when and if they bring personnel on board , . .
(they] don’t have any purpose in the evaluation," By memo-
randum dated January 16, 1991, the chairman furnished the
resulting rate ranges for each SCA-exsmpt labor category to
the cost avaluatora "for avaluation purposes?; he instructed
them that “if the proposed rate falls BELON the above
ranges, we will make an UPWARD adjustment for evaluation
purposes in calculating most probable cost."

During negotiationa, the Army advised offerors that mapy -:
the proposed direct labor rates for SCA-exempt labor cace-
gories "appear to be low"; it did not, howaver, advise trem
of the government rate ranges. In their BAFOs, 9 of 11
offerors proposed lahor rates below the government ranges,
including, among others: BDM, for 11 of 1% SCA~exempt
categories; Logicon, 8 categories; Interop, 11 categories;
SAIC, 7 categories; PRC, 8 categories; MK-DR, 9 categor:.es;
and JIE, 11 categories. Although the chairman of the SSCS3
cost committee has denied that the January 16 instructi-=rs
to evaluators required an automatic upward adjustment of
proposed rates below the government ranges, and both he arn:
another evaluator testified that any adjustments were ma-e
oaly after comsideration of offerors’ rationale for the
proposed rates, we find that every rate below the gover:r-ars
range.vwas adjusted upward to the mid-point of the range,
TR s 81-03, 225-226, Proposed labor rates within the

- TaRges, but below the mid-point, were not adjusted upwara3,
TR at 296. For example, the government rarge for a nmid-
level asystems analyst was $18 to $23, with a mid-point :¢
920.50; accordingly, while one offeror’s (SAIC) prouposed
rate of $17.48 was adjusted upward to $20.50, another
offeror’s (Logicon) proposed rate of $18.24 apparently was
not adjusted.
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The protesters argue that the government labor rate ranges
were based on inadequate information and improperly
reflected the agency’s desire for personnel with qualifica-
tions in excess of those required by the solicitatiop,

In addition, they contend that the agency arbitrarily and
improperly applied the rate ranges during the cost evalua-
tion without any consideration of an offeror’s rationale for
its proposed SCA-exempt labor rates,

When an agency evaluates proposals for the award of a cost-
reimbursement contract, an offeror’s proposed estimated cost
of contract performance and proposed fees should not be
considered controlling since, regardless of the costs pro-
posed by an offeror, the government is bound to pay the
contractor its actual and allowable costs. FAR § 15,605(d) ;
8ae Kinton, Inc., 67 Comp, Gen, 226 (1988), 88-1 CPD 9 112,
Consequently, a cost realism analysis must be perforned by
the agency tc determine the extent to which an offeror’s
proposed costs represent what the contract should cost:,
assuming reasonable economy and efficiency, CACI, Inc.-

64 Comp, Gen, 71 (1984), 84-2 CED 9 542, Because
the contracting agency is in the best position to makwe this
cost realism determination, our review is limited to deter-
mining whethes the agency’s cost realism enalysis is reason-
ably based and not arbitrary, i '

58 Comp, Gen. 1111 (1976) 76-1 CPD 4 324; United Eauip.,

ADc., B-245235, Dec. 26, 1991, 91-2 CPD q 580,

As part of the cost realism analysis, an agency may compare
proposed labor rates with the rates under recent compet i~
tively awarded contracts for similar efforts. gcarrier Joint
Yenture, B-~233703, Mavr, 13, 1989, 89-1 CPD 9 268, 8ee Anamet
haboratories, Inc,, B-241002, Jan. 14, 1991, 91~-1 CPD 9 31;
'13“237731' Mar. 19' 1990’ 90‘1 CPD
1 305. Here, notwithstanding the chairman of the SSEB’s
teatimony that the agency was seeking "the very best" per-
sonnel, and was not "hound to adheres to the qualification
requirements” set forth in the aolicitation for each labor
category, the record does not establish that the rate ranges
A8ct were bascd on qualification requi.rements signifi-
2y diffexring from thoge in the solicitation or on inade-
.snformation. Rather, the record shows that the aguncy
ed proposed labor rates for. SCA~exenpt labor catego-
"With' a rate range derived from its experience under the
- contract at Fort Huachuca, which includes generally
comparable categoriaes of labor proposed for somewhat similar
work, and from its experience with work under prior con-
tracts which was encompassed within the current, procurement
or Jas otherwise in support of the JITC miasion. Although
tho government rate ranges weze not based upon input from
the Defense Contract Audit Agency (DCAA); the Army reports
that audit assistance in this regard would not be us=eful
because the cognizant DCAA activity for each offeror, while
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familiar with the offeror’s current rates for wory else-
where, would be unfamiliar with the prevailipg rates ar Fors
Huachuca, TR at 131, In any event, while DCAA audits may
be of ascistance to a contracting officer in evaluating
proposed costs, they ave only advisory in nature and are not

enerally required for a proper cost analysis., Anamet
L ¢ Liaan ¢ JUpra, Accordingly, we find that the

¥as reasonable tor the agency to take them into
consideration ia evaluating cost realism,

While a reasonably derived agency estimate of direct,
unburdened labor rates for comparable labor categories,
based upon hiatorical experience, can provide an objective
standard against which the realism of proposals capn be
measured, an xgency may not mechanically apply that estimate
to determine avaluatu:d costs, It may well be that in some
instances an estimate has limited applicability to a
particular company, as for example where such company cur-
rently emplois comparable personnel in the same geographic
ares for a different combination of wages and benefits, 1Ip
those inmtances, any absolute reliancs upon estimatas could
have the effact of arbitrarily and unfairly penalizing the
firm and dapriving the government of the benofit available
from such a firm, Accordingly, in order to undertake a
proper cost realism evaluation, the agency must indepen-
dently analyze the realism of an ufferor’s proposed costs
based upon its particular approaclty, personnel and other
circumstances, 32 Allied Cleanin v Inc,, 69 Comp,
Ge?. 248 (1990), 90-1 CPD § 275 (realism of pioposed
prices); ¢ Supra; cf, nical Servs,,
68 Comp., Gen. 81 (1988), 83-2 CPD 9 474,

As indicated atove, agency cost evaluators testified chat
notwithstanding the facts that the January 16 memorancdum
seamingly called for the automatic upvard adjustment o
Proposed rates which were below the government rate ranges,
and that every such below-range rate was adjusted, they in
fact first coneidered each offeror’s rationale for its rates
bg&;ukinﬁ any adjustments, e find no basis upon which
tokquestion this teatimony with regspect to the rroposals
itted by PRC, UIE and MK-DR, since we conclude that
MR proposals failed to demonstrate thiat the offeror’s
cular circumastances were such 48 to render application
of the government rata rangas unreasonable. 1In response to
the agency’s statement during negotiation that many of their
SCA-exempt rates appeared low, PRC and UIE explained that
the rates reflected the current average salaries they paid
to employees with comparable qualifications. They did not,
howevar, list or otherwise document such salaries., Nor did
they explain why they believed that salaries for work
elsewhere were indicative of the salaries that they would e
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Wn—' - as ap
'

ired to pay for work to be performed at Fort Huachuca,

:iggough UIEPa{so included with its proposal a small number
of resumes of individuals to whom it apparently had made
"contingent offers of employment," it redacted the name of
each individual and documented nelther the acceptance of any
such offer nor the agreed upon salary. Likewise, while
MK-DR generally referred to a salary survey for the nearby
Tucson, Arizona area, it did not include it in the proposal.

With respect to SAIC, however, the agency failed to
independently analyze SAIC’s justification for its proposed
SCA-exempt labor rates, The agency cost evaluator for
SAIC’s proposal testified that SAIC did not adequately
support its proposed labor rates. TR at 232, 258. We find
that SAIC in fact explained in its proposal that its rates
wore based upon the average rates forxr personnel in
comparable lavor categories under its current Information
Mission Area Support (IMA) contract at Fort Huachuca,
pursuant to which it provides inforration systems
engineering, integration, systems analysis, test, and
installation support. Although there has been an increase
in the labor rates under the IMA contract over thoue
initially proposed, our review of SAIC’s proposed JITC rates
confirms that they are generally comparable to the current
(May 1991) rates for the IMA labor categories,

Furthermore, contrary to the Army’s view, we do not find
from a comparison of the respective SOWs that the IMA
requirements are less technically demanding than, and thus
not comparable to, the JITC requirements. Indeed, the
minimum personnel qualifications requirements in the two
SONs suggest the contrary; for nearly two-thirds of the
comparabla labor categories, the IMA SOW imposes higher
education/exporience requirements than does the JITC SOW.

As the Army notas, SAIC did not include in its proposal the
current IMA rates. However, we do not view this as a reason
for not considering the IMA rates in the cost evaluation.
The IMA contract was for services at Fort Huachuca and was
e to the contracting officials there. Indeed, the
‘ageopted the overhead rate under the IMA contract as
. for the overhead rate proposed undex the JITC con-

i In oux view, given (1) the requirement for a cost
Fanalysis; (2) the relevance to this analysis of
‘xates under a substantial, cost-type contract for

@ services at Fort Huachuca; (3) the magnitude of
the proposed cost adjustment; (4) the magnitude of the
overall JITC contract; and {(5) SAIC’s reference to the IMA
ratio and their ready availabllity to contracting officials,
the IMA rates, wh believe the Army was required to consider
the IMA rates beiore adjusting SAIC's proposed labor rates
upvard. G, Marine Diesel: Phillvyship, B-232619; B~232619.2,
Jan. 27, 1989, 89-1 CPD 9 90. Therefore, we conclude that
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the Army has not justified the application of its rate range
to SAIC’s proposal when that offeror based its proposed
rates on a current contract with comparable labor categories

performing generally similar work at Fort Huachuca.

Finally, to the extent that the Army relied on its own
estimates, we find that the consequent adjustments to
offerors’ proposed labor rates for cost realism purposas
were arbitrary and lacking in support. Again, the agency
adjusted proposed labor rates ocutside the government rate
range to thae mid-point of the range, but did not adjust
upward proposed labor rates in the lower half of the range,
even when those were at the bottom of the range. This
resulted in significant disparities in the evaluation of .
particular offerors with rospect to particular labor cate-
gories. For example, as noted above, one offeror’s proposed
rate of $17.48 for a mid-level systems analyst was adjusted
upward to the range mid-point of $20.50, while another
offeror’s rate of $18.24 was not adjusted. Of coursne, an
offerox’s particular proposeid approach or personnel' Or other
circumstances may render application of the agency’s
estimate unxeasonable, justifying a different evaluated
rate. In the abaence of such information, we beliave that
the agency should have evaluated each offeror’s proposed
costs based upon the same best estimate of the likely labor
rates. Here, although the agency established a range of
rates for each labor category, all adjustments were made to
the mid-point of each range; in effect, the mid-points
represented the agency’s best estimate of likely rates for
the labor categories. Therefore, the rates of each offeror
who did not justify its proposed rates should have been
adjusted to the mid-point of the rate range; thus, in the
example above, if both the $17.48 and $18.24 rates were
unjustified, then both should have heen adjusted to $20.50.
Since the Army has not argued, nor is it otherwise evident,
that the disparities resulted from offerors’ particular
oircu-stanccggmu-,connidar such disparate treatment
unzeasonable < il

. PO ':::. .'.j_i:‘-:_i-‘f_:};_.
' avardees maintain that whatever deficien-
gxisted in the cost realism evaluation, the

% not prejudiced because, in their view,
LW any adjustments to the proposad labor ratey,
¥ would not have been in line for award. They
the proposed costs of all offeroxs were
'by a somewhat cosparableé amount;, ranging
teent of 314,649,553 (16.4 perxceni:) for UIE to
an adjustment. of $11,002,102 (10 pexcent) for Logicon.
Neting that the cesbination of "quality® evaluation factors
~-techaical qualifications, management, past performance,
and cost realism--was aignificantly more important than most
probable cost, they point out that the agency rated the BOM
and Logicon proposals "significantly higher"™ with respect to
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the technical qualifications and management factors, and
that SAIC’s management approach and fee structure were
viewed as less advantageous than Interop’s. In addition,
they point to the testimony of the SSA that neither PRC nor
UIR would have been in line for award even if their costs
had not been adjusted while other offerors’ costs were
adjusted upward., The SSA testifiecd that PRC was "far below
the primary contenders®; with respect to UIE, he stated that
"based on their performance on the technical and the
managenent and other factors, there would be no way in the
world that . . . they could perform that work as well as any
of the other offerors.” TR at 540, 542. With respect to
SAIC, the SSA testified that rather than make award to the
2irm, he "probably”"™ would not make a third award, that is,
not make an award to either SAIC or Interop. TR at 547.

Where, as here, an agency clearly violates procurement
requirements, we will resolve any doubts concerning the
prejudicial effect of the agency’s action {n favor of the
protester, 70 Comp. Gen. 345
(1991), 91-~1 CrD 1 308, and the reasonable possibility of
prejudice is a sufficient basis for luctaininqgtgzagigt;st.
at o0 MY, » 1991, 91-2 CPD € 170. 1In this regard, PRC
way ranked only sixth under the technical qualifications
factor and ninth under management, MK=DR tenth ("low
acceptable™) under technical qualifications and fourth under
aanagement, . UIB, as discussed above, last under both
technical qualificationsa ("susceptible to being made
acceptable”) and management ("low acceptable®™). In view of
(1) the significantly greater importance under the stated
avaluation scheme of the "quality" factors, (2) the relative
weakness of their proposals under the two most important
"quality® factors--technical qualifications and management,
and (3) oux conclusion that the agency was justified in
making sony elignificant upward adjustment in their proposed

v sy thelx failure to support. their below-
' 08, wa agree that there was no competitive
o IK-DR, oxr UIE. We deay their protests in
T '
SAIC, we find that the record establishes
)ossibility that the Army’s failure to
a\ble cost realism evaluation of SAIC’Ss
_ tes in the course of calculating its most
. sulted in competitive prejudice to SAIC

Lo BRkerop. SAIC referenced sigaificant evilence--

& curxeat somtract with comparable labor categuries
pesfeoraing generally similar work at Port Muwachuca--of the
reasonableness of its lower rates. Interop, on the other
hand, failed to support its labor rates for SCA-exenpt
categories. When questioned by the agency about its "low"
labor rates, Intexop werely referenced its reliance on
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-ified "average" corporate rates, "Salary Survey

. :sgg:::,ieothor “salary survey data,” and the "Federal Grade
level structure”; most of this data was not immediately
available to contracting officials at Fort Huachuca and
thare was no explanation as to how the data, presumably
based on work performed elsewhere, supported the proposed
rates for the work to be performed at Fort Huachuca. Had
SAIC’s labor rates been found to have been reasonable and
Interop’s rates found to be unsupported and properly subject
to adjustment upward to the mid-points of the rate ranges,
SRIC’s most probable cost would have been several million

dollars less than Interop’s.

As for the SSA’s testimony concerning his reluctance to make
awvard to SAIC, we find that it is inconsistent with bceth the
stated evaluation criteria and the contesporaneous evalua~
tion recoxd. SAIC was ranked second under the technical
qualifications factor, while Interop was ranked only fourth.
Although SAIC’s proposal was criticized by the SSEB under
the quality control subcriterion of the management factor
for proposing to use the same quality control officer for
~ both the IMA and JITC contracts, SAIC received the same
o xttinz-(accoptablo) as did Interop under this subcriterion,
and, any case, this subcriterion was the fifth least
important subcriterion under one of seven criteria under the
management factor. Indeed, the SSAC in its recommendation
to the SSA nowhere mentioned this aspect of SAIC’s proposal.
On the contrary, it stated that SAIC’s rating under the
~ technical and management factors was "quite close™ to that
of Interop. Our reading of the SSAC’s recommendation indi-~
cates that SAIC and Interop were closely ranked and that the
final determination as to which to recommend for the third
award wvas based in learge part upon Interop’s lower most
probable costi-" The SSA adopted the SSAC’e view in this

":?an{r.qarqhkltig_--“1n the source selection decision that "I
T A GESAR. MM SHORY, the SSAC unanimous recosmendation and
b arr ¢ ',;ﬁé_%;.-' Of }Z;o award contracts to™ BDM, Logicon, and

?;_‘ 1 - , --‘1 . - -t (

- t g tﬁ. entire record, including statements
JEbade in response to a protest, in determining
SENAGCY’s selection decision is supportable, sge

4.1
X B-233113; 3-223115.2, Feb. 15, 1989,

i we generally accord greater weight to con-
, : 1 selection materials rather than state-
S KR oucl 8§ . the 33A’s testimony, made in response to
Ly - qeutentions: mn_zgsnn, B-245209, B~245289.2,
] 2y 1991, 91-3 CID 1 375. Based upon our review of the’
LI ‘negord, and giving due weight to the contemporaneous
... ¢, .« Geezce selection documents, we conclude that there is a
ot e  Neasonable possibility that the Army’s isproper evaluation
' of SAIC’s cost proposal, which may have led to the mistaken
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conclusion that its most probable cost exceeded Interop’s,
deprived SAIC of the opportunity of receiving the third
avard. We therefore sustain SAIC’s protest against the

avard to Interop on this basis.

Accordingly, we are recommending that the Army reevaluate
the cost realism and most probable cost of SAIC’s and
Interop’s proposals and, based upon the results of that
reevaluation, reconsider the award to Interop. The agency
should fully and adequately document its cost/technical
tradeoff and resulting source selection determination. 1If
the agency determines that award to SAIC is appropriate, or
that no third avard is appropriate, then Interop’s contract
should be terminated for the convenience of the government.
We also find that SAIC is entitled to recover its costs of
filing and pursuing the protest, including reasonable
attorneys’ fees. 4 C.F.R. § 21.6(c) (1) (1991).

The protest of SAIC is sustained. The protests of PRC,
MK-DR and UIE are denied.

.. =
omptrolle¥y General
of the United States
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