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C-vfdeda YOU and RCA reuUESted  EWH tO release.&ditional mtt%Ofl8 
i;f ::le repurc filed with this Qfffco. Tkse recueszs were dented by 
the knmaadfng General of m 4 .  In late Sepeerilbet 1972 both you and 
~ C A  a p p a l e d  -2's failure to release the disputed documents so the 
Office of the Secretary of the Amy under the Freedom of- Information 

ndebrieffng* Conferkrces were held at ZCtX=i for esch of the fwr of- 
fmors. However, no further documents were retaased. By letters 

Act f 5 U.S.C. 552) a!/ SuheaUWtly, On J&?mry 9 and 10, 1973, 6awtdte 
* 

&ted February 5 ,  1973, the General Counsel of the Amy on behalf of - * -  

Secretary denied both your appeal and thst of RCA. 

on March 2, 1973, you f i l e d  a complaint in the United States 
District CdUrt-fOr the- District of Coluabie (ITT Gilfillan, Xnc. f 
V. Aobert F. FroehLke, Civil Action No. 416-73) requesring an 
iniunction againse rbe Secretary of the Arny f r o m  withholding tha 
request;& documents. Meanwhfle, by letter dated p9arch 2, 1973, you 
urged that we shuuld withbold further action fn the maccer s i n c e  
)'ou had not bees? given t'ne apprtunity to review the adtnfnLstrttive 
ryarr in its entirety. Considering that aLL parties  were furnished 
wfch a substantial portion of the ahinistrstive report, we requested 
that tne parties file their responses to the report. 
coinplied w i t h  this request. 

UL parties 

On Jtme 28, 1973, however, the court ordered the Army to disclose 
some of the docments ta 13" while e x a > t i n g  others from dfsclosure. 
Ua August 1 ,  1973, you md c'ne i i r ~ y  stipulated that Ch2 mufd 
release thz docunents, that nei"&er pzrcy would afi-peat rhe order of 
t he  district COU~I: and LWC you would f i l e  your C O ~ ~ ; Z R ~ S  on the 
oocuments on or 'before ~ugust 14, 1973. 
our decisioa to pernit you to cement on the released docmnCs.  
%ese comientrc have been received cand considered by this office. 

Accordinpiy, w e  have delayed 

T'ne pert inent  portions of the evalunrion criteeia contained in 
section D of the Wy are set farth below: 



"B.1 ElSZS FC*Tb &:;;2%3 

h y  award to be d e  will be based on the best 
over-all poposaL with appropriate considerat ion 
given to Tacnnical Yroposel, P e s t  Perfor=nce/ 
Management, and Cost Consideration fn that order 

f 
O f  the three factors set forth above, technical 
Proposal, by far, is the mst: importmt fsctor axxi 

combined. 
bears greater weight than the other two fa- "tors 

Of the Last two factma, Eaet Perfornrancelba-t 
bears the greater weight. 

To receive consideration for award, a raring of no 
less chm 'accepabfe' msc be achieved in eacb of 
the mrae factors, 

C. Cost Consideration I 
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&.(2) haineeriw Men-hours - Sufficiency d 
reasonabiencss or' oCferoPs estisate of engi -  
neering Praa-huure required to a r c o q l i s h  h is  
sgecif ic technical approach, 

* * * * * 
c . (2 )  Cast Realism A8 8 part of proposal 
evaluarion and in order to minimize potential 
or built-in cost growth, the Government intends 
to evaluate the real.ian af quoter's propoaed 
costs in terns of the quotet's proposed approach. 
Proposals m y  be penalizd to the ciegree that the 
proposed costs are unrealistically LOW. 
the Govern*aent in evaluating th is  area, quoters 
are required co furnish the foliowing information - 
a brief but comprehensive statement concerning the 
estinaring procwures u : r i l i z d  in preparing this  
offer to specifically include a description of the 
otgattizaei,. n f o r  86 tirut in& .Ii 

To assist 

AS stated, the  record indicates  that as e result of the i n i t i a l  
svaiuation oil offerors were deterdned to be within the coapeLitlve 
range. iLthough engineering m-hotrrs and t h e  test proposals hid 
o-n evalutea  at thae t iroe taey were not considered in determining 
t i le cozpcti",ve raqe. -m this regard, the evaiuetion report of 
q r i l  23, 1872, staies:  



. .  

 isc cuss ions were held w i t h  all four offerors fros'riay 3 through 
~ ) r  15, 1972. The record fndicates that all offeroxxi, except Hughes, 
*re informed that ECW considered the costs and levels of effort 
pr. ,posd to be toi; iow overall. althourh Hugnes was informed that its 
price uas considered *Ilow in certain areas and hi& in 
record also reveals tbt all offeror8 were requesred to s u b i t  revised 
t d i n i c a l  proposals incorpsrating responses to technical questions 
rrtised durfr.g the discuesiuns. 
C r t s t  proposals incorpsrecing c b g e s  generated by the suppleaentar 
technical propsels and the cements of the  riefense Concract &dit 
eency ;KAlr), which had aaditsd the offerors' cr)sf; p ~ o p a ~ d ~ .  Ln 
& i t i o n ,  cfferurs were insrrucred E;, cc-nsfder an Z1=iiM sug3ested 
incentive plan and also to s u b i t  a ffxed-price-incentive tE5) 
proposal 

Xlie 

TBey were also reauesced to resubaft 

Vhen ZC€H eveluated the  revised cnst and technical prop?sals, 
including a l l  of Lhc SUhr'aCtOr8 under the technical Criterion, it: 
frss fcund c i h ~  notwicbstanding the warnings cunveyed to the offercvrs 
during negotiation, they all failed t~ sipnificsntly raise t he i r  
proposcd levels of effarr, Since only Nu$ies' propased fevel of 
e i i o r t  and cost estimtes w e  cc.nsidere& reassnably i n  fine with 
t k c  Gcmmment estiaates and since it r s e i v d  ";he highest: score 
&?der &e subinctor of enr,ineering approach. LCGI txnclucied that 
fiughes -6 the only eccepcabfe ofSeror and 6"nould receive zke award. 
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3me 1969. Lt is your position that since thie guide was used by 

Ctocureizent it Wg8 inconsistent for the agency to fail to use the 
p i d e  in developing the related overall cost estimate. 
cmnecticn, you have prepared a cast estlxnate based on the method 
c3ntained in a s f r n r h r  document date6 April L968, entitled "Cost 
a t i n a t h g  Methods for Ground Combat Swrveilfance Rdars.;' You. 
contend :tiat this estimate is much lower than that developed by 
za'I .  You state that although the estimate you have prepared waa 
based on the 1968 document substantially the same result wuid  be 
achieved had tho 1969 document (which you have been unable to obtain) 
been used. 

in the calculation of its missfon equipment costs €or thio 

In t h i s  
. 

The record indicares that on November i ,  1971, prior to the 
issuance of the subject solicitatian,.Wki prepared an 'independent 
Government Cost Est imate  (ICCEI €or five engineering development 
sets. This cost esticrsce was based primarily on actual COSLS in- 
curred i n  fully conplettng one radar set mu partiaLly cornpietin8 
c w  others under the prior A"TE?+28 contract. These actual caste 
were adjusted f o r  design and quantity changes between the Al</EQ-28 
m d  the subject AH/TL+3b procuremnt, as well as for inf lat ion 
factors, 

. 

- 6 -  
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ln a meraorandura dated April 26, 1973, ECW personnel offered the 
following explanation of the 2200 asn-mntb figure: 

ltThere was never m y  formal calculation nor is there 
a dosmented record of the 2200 man-month figure used 
in the debriefing. ft azmunted essentially to 8 re- 
visian of tire original Goverment estimate of man-hours 
recuired for Itera I, based on a reducrfan in the design 
effort  needed * * * and BTBS also intended to reflect 
varhtiuns in t!xe offerors* approacbes actd subcontracting 
pl8nS. * * * 
In a prior maorandurn, dated October 19, 1972, the effect a€ the 

reduction in design effort on I.Txx/i*s level of effort estimate was 
C f i a r 8 C t S f Z e d  aS fOllOWS: 

**c.  In OUT DIF to yuu dated 13 June 72, subject: 
'Governiient Cost Estates of G2, fiughes, STT-Gil- 
f i t l a ,  m d  RCA Proposals, i&!/TL?,i-36, Solicitation No. 
DW97-72-220,j in respnse to your rsauest f o r  addirional 
i n f o r m t i a n ,  we presericed goarernmt cost est imates for 
ac'n or' the f < r ~ ~  bidders.  2iis D i E  Fncluaeti an upd~ted 
arid revise4 indepmaaic governnsnt cost. est;inate Which 
took into account the  effect of certain technical infoma- 
t f o n  ftzrnished as prtrL or" the €29. 
cost  estimites into am-pwer 

Lie did not: reduce these 

- 7 -  



t-iith in formt ion  &ich YOU believe S ~ W S  ttta': ET recognized in 
i t s  proposal that approxrlnately 1762 mn-rnn~nsa of Gfort was 
required in the case of a contractor withut aay prior investment 
or Zq-28 experience. 

I. 

Specfficaily, pou argue that over and above the 742 man-aonth 
figure proposed in 'I'PT~G final offer, In's prior investment of 
593 man-nionchs and its reusable TPQ-28 experience valued by ITT at 
268 m - m n t h s  are applicable to this pracurment. 
coneend that ITT's prim desi& effort would reduce costs by the 
emivalent of 545 man-mnrhs. You contend that ITPs experience under 
the TPq-28 progran and ITT's independently financed research and 
devefopnent program milored to the 
t o  m - m n t h  Eigures kn your argument) place 'LTT in a unique positf~n 
ewng the offerors to successfully porfum t h i s  contract. 
i n s i s t  that these advanrarres coafd n o t  be transferred to the ocher 
afferors through the tec-mical data &ieh EZSf suppLied d l  offearors 
with the solicitation, I 

In d d i t i o n  you 

project (bath are reduced 

You aLso 

- € -  



In regard to your contention concerning the inpossibility of 
trenderring XZTs experience under the EY-26 pros= to the other 
offcrors, WPI insists t h a t  althaigh so= of this ini'ormation may 
indrzd be,rrpplfcsbie to the "2Q-36 progran, all essential tnforaation 
of th i s  type was €urnisned prospective offerors concurrently with the 
issuance of the RFG. 
ECOtI's position in this regard, not c&n we conclude tkat ECQhS's 
decision to reduce its IGCd because of the  lnforswion contained in 
the TSC report was erroneous or inconsistenr w i t h  its euahmtion of 
tile Z'iT propo%al. 

$!e have no basis upon w5ich eo disagree with 

Zn connection with the 23-reonth deltvery schedule rqiremnt, 
S#l.tf considers rhe reauiremme to be realistic in vieu of the aiimnt 
of researen and deveiopaenl; anci deeiga infonseticzl suTplied to t h e  
offerors, 
to  ciispure this position. 

You have not fun%*& a srifffcient basis for DUX Office 



g.176311 

%e h~.irn, held t-hat the assignment of p d n t  scores or ratings to 

t ts etasen- 
ro~sals  is not required by statute or sound procurement practice, F 
@Jncrical ratings ere simply an atteolpt to quantify 
: i d l y  a subjective judgment. See 52 Comp. Gem. 198E972) .  *We do 
?.13c interpreC the WQ as implicitly providing thac point scores would 
he used and 
be US&. 

denies that ITT was advised that point scores would 

You assert, however, t h S  in disquelifytng ITPs proposal under 
rtra cost realism and engineering msn-hour subfactors E#ii is guilty 
of interrelated errors. YDU urge that EX3324 has vioiated the general 
requiremint that evaluation criteria m5t be sufficiently char to 
~ r d t  tne prepcrazion of a competitive offer and that: these criteria 
be followed. Fn this regard, you note that che RFQ provided that an 
offeror must receive a rsting.of no less than scceprclbfe in each of 
tbe three feztors ,  while IlT was disqualified because i r s  proposal 
.gai cieeaai unacceptabte under only two subfectors. 

Since the engineering man-hours and cost realism suMactors were 
ranked second in importance under their respective Factors in the W Q  
i t  is clear that these subfactors were extremely important i t a  t o  
DC considered in the award seieetion. 
5%: tipropa~aLs m y  be penalized tso the deeree proposed costs are 
unreaListicslfy Low.ti In our opinion, therefore, en offeror should 
rave knosn f ton  the criteria set for& dn the  RFQ t'nat if 51: proposed 
tiluealisticaliy low mvlpower or cost estiraatss t h i s  would have a 
PXLOUS ixiqact on its racing under rhs tekhnied and COEC p r o p a d  
:actors. 

Ln t h i s  regard the FcFq explained 



~t see- to  us that the evaluated areas of *Wamgernent Control@ 
taibn3ga%cat iat ingl  considered in the June 21 document refer to 

However, the rating received under this.factor p s ~ c  periornance cnly. 
i i d  not  affect ITT's relative ranking because ITT had been rated 
t;;raatisfectory under the Cost and technical factors, 

You next urge that the contracting offfcer*s t w ~  methods OE 
pvnluating cost realism icon'afnd i n  Tab L. of the edzinistrative 
reyort) w2re erroneous. One of the methods used was besed on the 
average proposed price of the ofr'erors. You contend tihat thFs.methcd 
is I ,nvahu beceuse ft co;llpEires each O f r ' f f O r ' 8  prkce sgeinst the 
overage price without reference to tile offeror' s technicas approach. 
G i e  &pee  that this wthod does not estebfish tilie cost reaiim oE a 
proposal in teras of the ofEer3rJs particular approach, ibwever, as 
indicaceci, tine conixacting officer elso determined cost rasonable- 

. clcss on :ha b a s i s  of e range oE plus or m i n u s  one-third o€ the IGCE 
for each propusal, 



cffic%encfee which will bear on total cusc asrd create 
further divergence from any estiraste d e  prior to 
performance. To wmpensate for this reality and - 
quantify my confidence fever in the Government 
estiinates, 1 have determined that, for an effort of 
this magnitude, it is reasonable to expect actual 
costs to be withln about one third of the Government 
estiaate, vhich T. believe represents a very libsrat 
estimate. 
offeror reasonabfy close to this tolerance.** 

5 

' 

Viewing these timLts there is only one 

,. 

Although the cost 8naLysis report on the LTT proposal ~ ~ e s s e s  the 
view that costs " m y  be unrealisticl *e finaf determination was left 
t o  tho contracting officer. in addition, it should be noted that a 
ember of the cost waleation group objected to the mthod being used 
to determisle cosc realign. It was h i s  opinion that the assessmmt; 
of this factor required a CQSC anaLysis of the offerarts proposal as 
well BB a coqarison with the ZGCG. ' ~ n  any event, it was his con- 
clusion t k r  alrhough - b t h  the ITT and iiughes' FI'O~OSEIS were 
nsrginafly accepmbie c~niparecl to the I G X ,  the Hughes' proposal "is 
d e 4  mre realisric than t2xit of IT7 G i l r ' i i l u r  a b  e f5 , rds  the 
Govern-t greater protection in the EuLfLiiment or' successful COR- 
tract conpleticn within rhe dollars proposed." &e have no sound basis 
tu disagree with %he concraccing .o€ficcr's jucig:ncmt in t h i s  c x a n  



7x1 rwrrrd to t he  ne-otiaticns held in thFe C ~ ~ B F Z ,  n i l e  you 
&tc L h a t  XXIpi personnef stated that they found Z I T B  overall 
price to be Low, you contend that such stateuente were made i n  B 
~~cawal~* manner. 
m t s  of lXOl-5 personnel during the negotiations in conjunction with 
cer ta in  provisions of the FEq gave the impression of an cwetwhelning 
desire on ECOWs parr for a low-cost program. 
contend &at t h e  Iiremorandum of negotiations contained in the admin- 
istrstfve report is nô c a true record of the proteedings, and you 
cite several statements alleged to  have b e m  made by LU'i personnel 
purportedly illusrrarFng their  S'casucsl'n attitude toward the lames6 
of In's cost estierate. c 

Furthermore, x t  I s  your position that -the state- 

ln this regard, you 

The Enearordm of negotiations contained in the recard before 
us is silenc regarding the stateaents you allege were imide by lXX3:i 
personnel. Concerning t n e  provisions in the 894 in regard to cost 
savings, it i s  evident that these statseints must be read in the 
context of the cost realism subfstor. Uc do not believe it is 
reasonable to conclude that an offeror  could subnit an unreasoaably 
low proposal because the RFq warned wrist *'gold piating.'% 

Mure speti2icaLly, you argue that LTT lowered its c03t est iate  
le?rgely in response to insLriictions contained in thc XJi4 report: on 
the I Z  initid cost propossl and in response to i3XM'o insistence 
thz: fTl"s software cosc wes i n f l a c d .  In ~ n i s  regard, ypu cite 
kXXji-igs insiscence during tire negotiations thar all offeror8 acceat 
"no fioor fedcost  sbering to irrr'initys as evidence t h a t  BXi4 l e d  
ofierors TQ believe c h t  a Low cast was m o s ~  inportaflf. 

Tne record indicares t b t  the X U  questiuned X T P s  costs on 
the following grounds: lack of crimpeeirion on vender p r i c e s ;  prices 
in excess of CuoCes reeervd; errors in coicuiaring coaposice material 
w k u p ;  Lievmtmn fro3 I T P s  escablisnea e s c i m u n g  proceciure; and 
excessive burden, ovcriieeii end &A rates. 
ew~untecl to $1,353,953, it is ciear fro3 the  ~ C A A  r epor t  tilor i t  d i d  
n o t  deai with :he tner ics  of tne proposd.  in oehsr womci, the  repor t  
miicaced t-har c e r t a i n  eieakqts of the proposal were oversl;ated but 
i t  did n5& drsu3ss Lhs vslidiry of &e overall cosc figare. 

klthough tiic costs quescioncd 

- 13 - 



.:~.;.:trd F&XPs view that ITPs to t81  cost estbate was considered 

. , *. .? - -p =smbly Low, It appears from the record that XTT attempted to 
.* EKP R concerns regarding cost r e a l i s m  on the basis of its 

-T. zc exparience and investment, but that: Em4 was not convinced that 
i % t : < e  fs:.tcrs justffied LTPs low level of effort contained in I t s  
,;:'I pro,;issal. Thereiore, .Ft appears that ECGM eonsidered Xl'ris cost 
GSL:S-.~A for  direcr; Lsoor to be ' ipossly unrealistic" as coz~~pared 
L=:.E~: thr Zmrernmnt estimate and timt it w s  t h i s  aspect of the ITf 
c v -  *u;:.+csai . which precipitated E#Ha s conclusion regarding ZTT' 8 
CO: -::,ei~sm. Accordingly, it: fs our opinion that ITZ was adequately 
eu=: .L.czi VE €CUPS misgivings about this aspect of the ITr prOpO8alb 

2 rezzrd to your contention concerning I;ooMfs inststace on no - -  p i L .  . :'e~, ve believe that  such em instruction is compagible with 
:xx wer cost reaiisn and, in Eact, the record indicates  that 
EX-- ?*E E-zrangement was requested as a result of k;CcH*s concern over 
c-1' -. : . ' a b  

* 14 - 
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&at t h i s  recJuctfon "reinforces our doubt 8s to tho valkdity of 
their / L T F _ s i  manpower estimate." It fs clear9 therefore, thee on 
June 5 ,  a l i  technical personnel had substantial doubts concerning 
rWs ability to successfulty perform the contract. 
conclude from the above that Ea)M's ultfmette conclusion that the 
zTT technical proposaP was uhaccep+&le was the result of imptoper 
6e 1 ec t ion procedures. 

,. We cannot 

Finally, you trave eqhasfzed the point that BXXi was arbitrary 
~n ignoring the cost savings inherent in I n i s  1 0 % ~ ~  cost  aetiwite. 
fn th i s  connection, you have provided us with two hypothetical cast 
situatiuns wbich you conrend illustrate that even in an overrun 
situi';ian the ult-te COGL fo the Governmt would be lower if the 
contract were swarded to ET, Zn further support of this argument 
you cite B-176985, April 29, 1372, 52 C o q .  W. '-15 ,fwkre we held 
that t h e  G o v m n t  s h ~ u l d  evaluate the Lowest overall cost and con- 
sider such an evaluation in &e award selection. Of course, this 
ar-t is p r a i s e d  on your conclusion that the ZTi' proposal is 
technically acceptabie BREi substantieily equal to the  €&hes pruposaf , 
hs na~tioneti &ve, w-e find no basis to disagree with W W s  ccntrary 
conclu8ionac 
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