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Joel .R, Faidalman, Eﬂq., Jauol J, HGCullouqh, an,,

Douglas E. Perry, Esq., and Lawrence E. Ruggiere, Eaq.,
Fried, Frank, Harris, Shriver & Jacobson, for the protester,
Ronald S, Perlman, Eac,, and Ellen F. Randel, Esq., Porter,
Wright, Horri- & Arthur, for Metric Systems Corporation, an
interested party.

Gregory H. Petkoff, Esq., Department of the Air Forcae, for
the agency.

David-A, Ashen, Esq., and John M. Melody, Esgq.,, Office of
the General Counsel, GAO, participated in the preparation of
thc decision,

D:Gllm ‘
Protast against aqané?fEBst%rcﬁTllm analysis is . denied where
agency.. reasonably detorminudfthat awardee's proposederiCQ
'was basedfipon realistic:costs’for the work to ‘be¥performed
and reflected-a ‘cléar undarmtanding of .the solicitation
ruquirenentl, ‘althoughithe awardee's price was-significantly
below the ‘govarnment ostimato, ‘the protester's prica was
‘also significantly below the" estimate, and the estimate
‘reflected to some extent a prior sole-source contract with a
contractor located in a high-cost area and paying higher
1abor ratas and subcontractor costs,

DBCIIIOH

SCI Syatems,jlnc. protcsts the Dapartment of tﬁh Air Force's
dward of ‘a contract toﬁnatric ‘fvstems *Corporatibn under
reguest for’ ‘proposals (RFP) No. F08626-93-R-0049 for Global
Positioning ‘System (GPS) indtrumentation for test and
training ranges. SCI challenges the avaluation of price
proposals and argues that Metric's proposal was noncompliant
with a solicitation requirement for pricing special
tooling/special teat equipment (ST/STE).

We deny ths protest,
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BACKGROUND

The sollcitation raquested p?%gnsaleetapfabrlcate, assemble,
and‘teat GPS ‘rapge _instrumentation: ‘whieh would*utilize
preclsely timed . siqnale from GPS satellites to produce
highly eccurate pceiticn fixes ‘for; vehicles durlng test,
tactics dévelopmefit and traifing miseions At Department of
Defense test and“training ranges.M§A1though the )
solicitationis schedule of sippliesiand services included
fixgd-price incentive’firm target *(FPIF) line items for

first article qualifieetion ‘andiquantities of -the hardware

items, the cover:letter to- the aolicitation stated that
offerors "may chnnqe ccﬂtract ype *or the . share ratios for
FPIF" ‘items, The solicitaticn provided for award to be made
to_ the firu whosge’ proposaléoffered :the-besat overall value
and Was most advantagescus - under folr Stated evaluation
factors,; The RFP listed four evaluation factors:

(1) technical and (2) cost/price, which were of equal
importance and ware of greater importance than

(3) management and (4) logistics, which were of equal
importance

Fourﬁprcpcsals, from'ﬁﬁiee offerors. were received by the
February 7,.1994, clcslng date, rSCIepropoeedggixed-price
incentive prices ‘for the first’ articlegend*hdrdware items,
but speclfied share ratios and a- ceillng percentage other
than’ thcse suggeated 'in the solicitation., ~Metric and a
third*offeror {which" submltted two: proposals) ‘preposed firm,
fixed prices for the fixedSprice incentivesitems as
permitted by the cover létter, to the solicitation. all
proposals, except the altéFnate proposal submitted by the
third offeror, were included in the competltive range

™ ‘%%ET
Afteredlscussigﬁé with g?%%rore*aghe$AiqﬁFcrce requested the
sUbmission of ‘best and;final: crfers%(BAﬁg),.tBased ‘upon its
evaluation of the BAFoep_the Air Forceifoundeuetric'e
proposal to belmost advqptageous ‘under the stated evaluation

criteria.- Hetric's evaluatedifirm;, fixed*price of .
$49%8miliion"vas’ approximately*ls percengglower than SCI's

ceiling:price ;($61.8 millich) 'and 16- percent‘lower “than -

§CI)sitarget ‘price " ($59*3;million), apd more’-than 30 percent
lower ‘than the third offeror's price. Further, all offers
received a color/adjectival ratingIofi green/acceptable, with
low’ perfcrmance risk, under: the terhnical, management, and
logistics factors, The proposals submitted by SCI and the
third offeror also received a rating of low proposal risk
under the technical, management, and logistics factors.

1As'discussed below, during its avaluation of BAFOs, the
agency discovered a discrepancy of $363,999 in SCI's
proposal which was not reflected in its overall evaluated
target and ceiling prices.

2 B~-257985.2
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Metric(s proposal liKewise'was rated -3& having loyiproposal
risk under the management?and:logistica factors, but .

"""""

recaived a moderate. proposal risk- ratingiwith respect to the
technical factor,.,,This moderata _risk.rating was“based °
primarily upon Metric!s -lack of.experience in, producing”GPS
systemsiand the‘agéncy's conseéquenticoncern with its plan to
manufacture allimajor sub-syatems in-house, The ‘Air Force
ultimately 'concliided that ‘this.progosal risk could be ..
mitigated by.additional governmentsipervision, . The agency
detérmined that the:primary remaining -Tisk ‘associated with
Meétric's proposal was in the area .of schedule and the firm's
likely learning ‘curve, but concluded ‘that this risk did not
justify ‘payment of the substantial price premium associated
with award to another offeror, Upon learning of the
resulting award to Metric, SCI filed this protest.

ECONOMIC PRICE ADJUSTMENT

AL ST R - RN N
The;solicitation incorporated by raference Federal. ;
Acquisition Requlationj(FAR):clause:52,216-4, entitled
"Economic Price Adju&tmiﬁf?iLabor,gﬁd:Mdtﬁria1~ﬂ4which%ﬁ;A
providesiror a price adjustment -in“the<tontract Unit#prices
where "the)rate of payfor -labor  (including fringe :benefits)
or. the unit:prices ‘for the matarial shown 'in the’Schedule
eitherzincrease or decrease," FAR.§. 52,216-4(a). The Air
Forcéreéports that this clause was incorporated by mistake,
and~that it did not take into account the possibility that
the contractor would be entitled to price adjustments under
the ‘economic price adjustment clause in calculating the
evaliated price of Metric's offer. SCI argues that this was

impfdper.

N - OUIRR S T 1 S . S RRE - -
The%EAR“;howevegytpgovides1that;anaeponomycgpricegadjustment

clalselis appropriate Whére; jamong other requitenents, a
"f}iﬁ@;ﬁfi&e'@oﬁtrhbt?iiﬁ@@ptemplatgdf"iFAR;S;lG:aoaf s
4(8) (1),(1);,. afd;it rincludes” Both fiXéd=price -incentive and
f1rmigfixedhﬁfiﬁaﬁﬁo@tt&hﬁﬁglﬁ;itstaétinitiéﬁgofgﬁixédfprice
contracts -subjéct 'to adjustmént.  FAR;§§:167;201 ‘and :16.203-
4(e):(1)i(1)+.. SCI hasinotFexplained why, to’the extent that
anteéconomictpricefadjustment /clause were operative here,
SCLis'prices,wwhich -initotal Were at-least 1971 Percent
highergthan -Metric!ajzwould not alsoibe subjestitsy _
adjustment in the‘eventZof ’award.. JSCI: has-firnished no
evidéncerof ‘any ditferential pricezimpactiin itsjfavor from
application of ;an”ecddromic price-adjustmenticlaisa. ..
Moreover ;”SCI has;madefno”claim:that¥it would*have “altered
its¥proposal had it krown“of the .agency's intentionnot to
considér”the possibilityfthatithe cofitractor would be
entitled to price adjustments under the econdmic’price
adjustment clause in calculating evaluated prices. In these
circumstances, we find that SCI has made no showing that the
evaluation was flawed such that 5CI was prejudiced because
the agency did not consider the effect of possible economic

J B~257985.2
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price 'adjustments, See MetaMeétrics, “Inc., 34¥4§603,2,

Oct, 30, 1992, 92-2 CPD § 306 (compatitive prejudige is an
ass.ntlal alam.nt of a viable protest; where no prejudice is
shown or is otherwise evident, our 0Office will not sustain a

protest).
COST REALISM

The’ sollcitatféﬁ provided for the agency to“%ndé?take a cost
realism aiialysis of: proposalsrto determine ;whetlier the
overallagosts in a: proposnl were JYealistic: for*the work to
be performed, reflected a clear: undetstandxng;ofﬁphe .
requirements, and wére consiftent with _the Various elements
of :the’offeror!s’technical proposal” scT allegas that the
agency did not’ ‘perform a’ uaqgh;aalism .analysis ﬁthe R
protester .argues thatia: thorough analyais wouldthave showed
that Metric's firm,; fixed pricq “of "$49.8 million, which was
31,47 percent lowerﬂthanatha ‘independent governmént estimate
of $72.6 million,Awas%unrealistically low. The Air Force
reports, on the other. ~hand, that it in fact evaluated the
realism of the propoaed prices and costs and found Metric's
proposal to be based lipon realistic costs for the work to be
performed and to reflect a clear understanding of the
solicitation raqulrements.

The Lontracting;&gency isfin the best pOSLtion to make a
costirealiam’detérminatidn, and our review of. an agency's
exerciseﬁor“judgment in this area therefore.is#limité&d to
dotcrmining whather;ﬁhe evaluation 'was reasonable.a Géneral
nggg:gh_ggxnfﬂ 70 Comp.: Gen, . 279 (1991), 91-1, CPDLQ;183
aff'd,. £
Army--<Recon,, 70 Comp., Gen. 510 (1991), 91-1 CPD §q 492; Greyv

Advertising, Ine., 55 Comp. Gen. 1111 (1976), 76-~1 CPD
1 325,

“HW\

N
.

We £ 1Ra:ngERIAg (unreasoRaRIealn the. kcostﬂ- evaluationg_h'ere.
The“hir :Force:has- explainqugpat igggtechniciﬁ;evaluators
raviewed dn datailﬁtha proposed -labors hours’ andgaﬁantities
and ~types of ‘materials" ‘foriconsistency with:theftechnical
proposals and~ theiprogramirﬁhuirements.h Although*uetric's
price was significantly“below the government -‘estimate, SCI's
targetgprica was also” signiflcantly below%}he estimate, and
the agency. noted that the estimate reflected‘to some extent
a:prior sole-source contract with a contractor located in a
high-cost area and p?ying higher labor rates and
subcontractor costs.” The Air Force attributed the
difference in Metric's and SCI's prices largely to three

%The agency had already made what it described as "a very
conservative" 10-percent reduction in estimated cost to
partially account for relying on the prior sole-source
contract,

4 B-257985.2
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factors. . First, the agency noted that although Metric had
proposed 9,2 :percent more labor hours thapn ScI, Metric was
located in a :low-cost‘area_and its labor rates were,..
aignificantly:lower. thanSCI's~-according to the agency,
SCI's composite unburdered labor rate was approximately
50 percent higher than Metric's, Second, Metric, unlike
SCI,” propoaed Lo’'forego profit on approximately 95 ‘percent
‘of the contract:work, Third, Metrig, again unlike 5CI,
. proposed to capitalize STE rather than directly charge the
government for the equipmert.
SCI“haB‘fi?fﬁﬁ%%ﬁ;ggtablish that Metric's proposal :did not
reflect -realistic-costs for the work to -be performad or a
clear ,understanding of_ the solicitationirequirements., .We
note that Metric!s proposed material costs-($33.3 million)
were: nearly identical to SCI's ($33.4 million), afid that, as
noted ‘by thejagency, Metric actually proposed 9.2 .percent
more’labor JhHours, &fAlthough SCI questions the ‘agency's
failure toiverify the’readonabléness of ‘Metric's direct and
indirect rates _asyset: forth in its proposal, '‘an ayency is
not: requiréd to’conduct an in-depth analysis or to verify
eachitem iin: condlcting‘a cost realism analysis, See

¢ S 1-;B£247937,2, Sept. 9, 1992, 92-2 CPD § 334;
B L -Venture, B-240160 et al.,.. ..
OQct, 30, 1990, 9052 CPD § 348. There is no evidence that
Métric's direct:and indirect rates were unreasconable or
inconsistent with Metric's historical experience, given
Metric's location in a low-cost area. There thus is no
busis for queationing the cost realism analysis,

M{STAKE o
SCI;atglda tHALTENEEAIr Force: acted HEdAsSHaR1Y  in not
reducing ‘theeyaluated“cost Of . its proposaliaftery. ..

discoveéring:durifigithe eValuation“of *BAFOs¥that SCI had made

ajiinilateralimistake, proposiiiy additionalfhoiirs linder
certain time-afid-materials line itema; which increased its
price:by $3637999. : HoWéver, 'the disCrepancy:in:SCIlss:
Pi°P°§Q¥'ﬁiﬁgﬁaéﬁﬁfin'§H¢f§90b¢Y'SiPF359531‘Kﬁ?iygfégﬂéport
and, accordingftoithe agency;:was:_briefed to’thHe sdiirce
sélection authority. The gource selection authority states
that he”todkithe :error andithe ‘resulting.incréase.in SCI's
price’/intoaccount™in selectiiig Metric, but that even with a
reduction .of .$353,999 in Metric's evaluated price advantage
($9/5 million;irelative to SCI's target price and -$12 million
relative to SCI's ceiling price), Metric's remaining
substantial price advantage more than offset SCI's "slight
advantage" with respect to proposal risk. SCI has made no

showing to the contrary.

5 B-257985.2
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ST/STE

SCI ‘argues that the solicitaticn included a requirement to
price and deliver ‘title to ST/STE used to perform the
contract. The statement of_work:{reguired the contractor to
"obtain ‘or . fabricate, Jand document the ‘nacessary ST/STE to
assist’in the manufacture afid /tastiof the GPSirange ..
equipmenti!:-.The solicitation:instructed offerors to s\ipport
requiremefits "for ST/STE-by.identifying the item and stated
that "[p]roposals which.indicate ST/STE as an-item of cost

must :contain:rationale deéscribing.the characterisgtics of the
ST/STE verifiable*as ST/STE'or capital-industrialifacility
items," ~ATlineifitem (Cohtract Line Itam No. (CLIN) 0028)
was ;included in“the’solicitation's schedule of sipplies and
services ‘for entéring a;price to provide:sST/STEfin-=:=. .
accordance ‘with”the listirig, :iWhile Metric'si(and the third
of.reror!s) BiFQTdid hot<include a prifeifor CLIN 0028, since
Metriciproposel toicapitalizeithe nedeéssary ST/STE and the
third offeror already possessed it, and -S5CI likewise
proposed to_capitalize:some general purpose-itéms”of test
equipment, SCI proposed-to charge the :government-$17573,555

forothiér, program=unique’iteéns of test equipmentiinder
CLIN0028, ::SCIzargies thatiMetric's joffer to capitalize,
rather ‘than“price’ana’deliver:title to, STE fused.in.
performingithe ‘contractirendered its proposal ‘inacceptable.
The:Aixr'Force, on:ithe otherihand; maintainsithat the
solicitation "afforded.offerdrs the opportunity either to
capitalize ST/STE uséd inipeérforming the contract or, in the
alternative, to propose the ST/STE as an element of cost to
be’'paid for by the government, in which case title to the
ST/STE would vest in the government.

B T R ;&m% _'n’—%%ﬁgé—'gj% e Db AL ‘ “_5_ BaEg oo rw# B
Wgé%%éd?gpﬁjffE& vggpﬁisgdigpupgﬁéiSCIisjprpﬁgéglﬁi%;luded
$17,573%558 0T progran-unidie” itemsfof tést. équipment, As
notedfabcve;‘Howaver, Metrii!s evaluated;pride adVantage was
$9567millionirelative to SCI's.target.price -andi$iz:.fiillion
relative to75CI's#ceiling priceiynTha source selsction
authorityistate@s that even assuming¥sCI Had’proposédito
capitalizefthe’ST/STE, and not;includedftheis1, 5737555 in
its*/proposalias¥ardirect ‘charge+to ithe ‘gévernment;. . Metric's
remaining¥subgtantial pricé advantage moreithan dffsets
S5CI's slight advantage with respect:to proposal risk, 1In
these circumstancas, we.cannot conclude that the alleged
waiver of the ST/STE requirement resulted in competitive

prejudice to Metric. gSee MetaMetrics, Inc., supra.

SCI raises additidhal ‘arguments concernifg the evaluation,
but 'our review of the record shows theése arguments to be
without merit. For example; SCI argues that it was improper
for the agency to compare Metric's firm, fixed price with
SCI's target price or ceiling price, since this failed to
take into account SCI's rating of low proposal risk, and the
consequent likelihood that SCI would underrun its target

6 B=-257985, 2
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cost., However, according to the agency, the evaluators
determined that the protester!s target price.was consistent
with the proposed technical effort and represented the most
probable cecat to the goverpment; it thus provided an
appropriate basis ‘for compariaén.. Furthér, ‘the Air Force
states that it generally defines ‘an evaluation ratihg o:
"low" proposal risk as merely indicating that a proposal
"(h])as little potential to cause disruption of schedule,
increase in cost, or degradation of performance"; & low risk
rating doas not necessarily indicate a >ikelihood of
underrunning the proposed cost. SCI has offered no aevidence
showing any reasonable likelihood of a substantial underrun
in costs 1elative to its proposed target cost.

The protesnt is denied,

/8/ Ronild Berger
for Robert P. Murphy
‘General Counsel
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