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1. GAO f u r n i s h e s  v i e w s  on  c o u r t  s u i t  w h e r e  
U n i t e d  S t a t e s  D i s t r i c t  C o u r t  f o r  t h e  N o r t h e r n  
D i s t r i c t  o f  C a l i f o r i i a  h a s  r e q u e s t e d  an  
o p i n i o n .  V i e w s  a r e  b a s e d  s o l e l y  o n  c o u r t  
r e c o r d  t r a n s m i t t e d  t o  G A O .  

2 .  B i d  f o r  b a s e  p e r i o d ' s  a n d  o p t i o n  p e r i o d s '  
s e r v i c e s  i s  n o t  m a t h e m a t i c a l l y  u n b a l a n c e d  o n  
i t s  f a c e  w h e r e  b a s e  p e r i o d ' s  p r i c e  i s  o n l y  
1 5  p e r c e n t  h i g h e r  t h a n  o p t i o n  p e r i o d s '  
p r i c e s ;  m o r e o v e r ,  e x a m i n a t i o n  of b i d d e r ' s  
p o s t - b i d - o p e n i n g  e x p l a n a t i o n  a s  t o  why b a s e  
p e r i o d  p r i c e  w a s  h i g h e r  c o n f i r m s  c o n c l u s i o n  
t h a t  b i d  i s  n o t  m a t h e m a t i c a l l y  u n b a l a n c e d .  
B i d d e r  w o u l d  n o t  r e c e i v e  a w i n d f a l l  i f  
o p t i o n s  a r e  n o t  e x e r c i s e d .  

3. Even  i f  low b i d  c o n t a i 3 e d  u z b a l a n c e d  p r i c e s  
f o r  h i g h - v o l u m e  i t e m s  a s  c o m p a r e d  w i t h  
low-volume i t e m s ,  t h e r e  i s  no i n d i c a t i o n  t h a t  
e s t i m a t e s  f o r  i t e m s  were e r r o n e o u s ;  
c o n s e q u e n t l y ,  low b i d  may b e  a c c e p t e d .  

4. G A O  w i l l  n o t  c o n s i d e r  w h e t h e r  b i d  i s  ma te r i -  
a l l y  u n b a l a n c e d  w h e r e  b i d  i s  f o u a d  n o t  t o  b e  
m a t h e m a t i c a l l y  u n b a l a n c e d .  

T h e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t  f o r  t h e  N o r t h e r n  
D i s t r i c t  o f  C a l i f o r n i a  h a s  r e q u e s t e d  o u r  o p i n i o n  i n  a ca se  
p e n d i n g  b e f o r e  t h e  c o u r t ,  I n t e g r i t y  Management  I n t e r n a -  
t i o n a l ,  I n c .  (IMI) V .  The  H o n o r a b l e  J o h n  0.  M a r s h ,  J r . ,  
S e c r e t a r y  of  t h e  Army, C i v i l  A c t i o n  No. C-84-6900 EFL, w h i c h  
i n v o l v e s  t h e  p r o p r i e t y  o f  a l a u n d r y  s e r v i c e  c o n t r a c t  a w a r d e d  
t o  E a s t  C o a s t  S u p p o r t  S e r v i c e s ,  I n c .  ( E a s t  C o a s t ) ,  f o r  a 
b a s e  y e a r  p e r i o d  ( O c t o b e r  1 ,  1 9 8 4 ,  t o  S e p t e m b e r  3 0 ,  19851,  
p l u s  u p  t o  2 a d d i t i o n a l  o p t i o n  y e a r s .  Our k n o w l e d g e  o f  t h e  
f a c t s  a n d  i s s u e s  i n v o l v e d  i n  t h i s  c i v i l  a c t i o n  i s  d e r i v e d  
s o l e l y  f r o m  t h e  c o u r t  r e c o r d  w h i c h  h a s  b e e n  f u r n i s h e d  t o  U S .  
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IMI a r g u e s  t h a t  i t s  l o w ,  o v e r a l l  b i d  was i m p r o p e r l y  
r e j e c t e d  a s  " u n b a l a n c e d "  by t h e  D e p a r t m e n t  o f  t h e  Army, F o r t  
B r a g g ,  N o r t h  C a r o l i n a ,  b e c a u s e  IMI's b a s e  y e a r  p r i c e  was 
a p p r o x i m a t e l y  1 5  p e r c e n t  h i g h e r  t h a n  e i t h e r  o f  i t s  p r i c e s  
f o r  t h e  o p t i o n  y e a r s  a n d  b e c a u s e  t h e  Army c o n s i d e r e d  Eas t  
C o a s t ' s  b i d - - t h e  n e x t  l o w ,  o v e r a l l  b i d - - t o  b e  more  a d v a n t a -  
g e o u s  g i v e n  t h a t  E a s t  C o a s t  w o u l d  b e  t h e  l o w e s t  b i d d e r  f o r  
2 9  o f  t h e  3 6  m o n t h s  o f  c o n t e m p l a t e d  s e r v i c e s .  

We c o n c l u d e  t h a t  IMI's b i d  s h o u l d  n o t  h a v e  b e e n  
r e j e c t e d .  

The  IFB s t a t e d  t h a t  a w a r d  w o u l d  b e  made t o  t h e  b i d d e r  
p r o v i d i n g  t h e  l o w e s t  t o t a l  p r i c e  f o r  a l l  3 y e a r s .  B i d d e r s  
w e r e  w a r n e d  t h a t  a b i d  m i g h t  b e  f o u n d  n o n r e s p o n s i v e  i f  i t  
w a s  " m a t e r i a l l y  u n b a l a n c e d  as  t o  p r i c e s  f o r  b a s i c  a n d  o p t i o n  
q u a n  t i t i  e s . " 

E i g h t  b i d s  were r e c e i v e d  a s  o f  b i d  o p e n i n g  o n  
S e p t e m b e r  2 1 ,  1 9 8 4 .  The  low b i d d e r  was a l l o w e d  t o  w i t h d r a w  
i t s  b i d .  The  p r i c e s  s u b m i t t e d  by  I M I  a n d  b y  E a s t  C o a s t ,  t h e -  
n e x t  l o w e s t  b i d d e r s ,  were ,  a s  f o l l o w s :  

1st  O p t i o n  2nd O p t i o n  T o t a l  

IMI 
Base Year Year Year B i d  P r i c e  

$ 5 9 0 . 7 0 6 . 9 9  $ 5 1 1 . 4 4 8 . 9 1  $ 5 1 3 , 6 1 6 . 5 3  $ 1 , 6 1 5 , 7 7 2 . 4 3  
E a s t  C o a s t  $ 5 6 5 , 6 2 4 . 2 6  $ 5 2 9 , 6 2 4 . 2 6  $ 5 2 9 , 6 2 4 . 2 6  $ 1 , 6 2 4 , 8 7 2 . 7 8  

On O c t o b e r  1 2 ,  1 9 8 4 ,  IMI was i 3 f o r m e d  t h a t  i t s  b i d  h a d  
b e e n  r e j e c t e d  a s  n o n r e s p o n s i v e  b e c a u s e  o f  t h e  c o n t r a c t i n g  
o f f i c e r ' s  d e t e r m i n a t i o n  t h a t  i t s  b i d  was u n b a l a n c e d  a s  
b e t w e e n  t h e  b a s e  y e a r  a n d  t h e  o p t i o n  y e a r s .  IMI s a y s  t h a t  
i t  was t o l d  a t  t h e  same t ime t h a t  a w a r d  h a d  b e e n  made t o  
E a s t  C o a s t .  

Our  O f f i c e  h a s  r e c o g n i z e d  t h a t  u n b a l a n c e d  b i d d i n g  
e n t a i l s  two a s p e c t s .  The  f i r s t  is a m a t h e m a t i c a l  e v a l u a t i o n  
o f  t h e  b i d  t o  d e t e r m i n e  w h e t h e r  e a c h  b i d  i t e m  c a r r i e s  i t s  
s h a r e  of t h e  c o s t  o f  t h e  w o r k  p l u s  p r o f i t  o r  w h e t h e r  t h e  b i d  
i s  b a s e d  o n  n o m i n a l  p r i c e s  f o r  some work  a n d  e n h a n c e d  p r i c e s  
f o r  o t h e r  work .  However ,  w e  h a v e  r e c o g n i z e d  t h a t  a d i f f e r -  
e n c e  of  2 5  t o  5 0  p e r c e n t  b e t w e e n  t h e  b a s e  b i d  a n d  t h e  b i d  on 
t h e  o p t i o n  y e a r s  d o e s  n o t  n e c e s s a r i l y  r e n d e r  a b i d  
m a t h e m a t i c a l l y  u n b a l a n c e d .  A p p l i c a t o r s ,  I n c . ,  B - 2 1 5 0 3 5 ,  
J u 3 e  2 1 ,  1 9 8 4 ,  8 4 - 1  C . P . D .  f 6 5 6 ;  P r o p s e r v  I n c o r p o r a t e d ,  
B - 1 9 2 1 5 4 ,  F e b .  2 8 ,  1 9 7 9 ,  79 -1  C . P . D .  1 1 3 8 .  T h e  s e c o n d  
a s p e c t - - m a t e r i a l  u n b a l a n c i n g - - i 2 v o l v e s  a >  a s s e s s m e n t  o f  t h e  
c o s t  i m p a c t  o f  a m a t h e m a t i c a l l y  u n b a l a n c e d  b i d .  A b i d  is 
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materially unbalanced if there is a reasonable doubt that 
award to the bidder submitting the mathematically unbalanced 
bid will result in the lowest ultimate cost to the govern- 
ment. Consequently, a materially unbalanced bid may not be 
accepted. Reliable Trash Service, B-194760, Aug. 9 ,  1979, 
79-2 C.P.D. 1 107. 

As to mathematical unbalancing, the record shows that 
the Army determiled that IMI's bid was mathematically 
unbalanced because IMI's base bid was 15 percent higher than 
its option prices. On October 27, 1984, the Army's con- 
tracting officer further found that IMI had "enhanced" its 
bid for items 51, 66, and 68 (washing, ironing, and folding 
of bed sheets, turkish bath towels, face or hand towels). 
The contracting officer further noted that IMI had doubled 
its unit prices for these items 2 days before bid opening in 
an amended bidding schedule without explanation. Neverthe- 
less, IMI had not changed other prices for similar items 
found in comparable, but low volume, items 52, 67, and 6 9  
(bed sheets, turkish bath towels and hand or face towels to 
be dyed as well as washed, ironed, and folded). Conse- 
quently, the contracting officer concluded that IMI's prices 
for items 51, 6 6 ,  and 68 were "enhanced to the extent that 
the unit prices [for these items] did not accurately reflect 
the actual cost of the work [involved]." 

As to the 15-percent difference between IMI's base 
period and option period prices, the Army's finding that 
this variance constituted mathematical unbalancing was 
incorrect under the Propserv decision, above. 

In Propserv, the lowest bid priced the basic contract 
term and 3 option years at $18,000, $14,000, $13,000, and 
$12,000, respectively; in percentage terms, these 
baseloption period price differentials amounted to 27, 40, 
and 50 percent. The low bidder did not offer any explana- 
tion as to why its bid contaiied these differentials. Nor 
did the procuring agency suggest any reason for the dif- 
ferentials. We rejected the protester's allegation that 
these circumstances rendered the low bid mathematically 
unbalanced. 

Moreover, we conclude that IMI's post-bid-opening 
explanations of why it bid the 15-percent differential do 
not otherwise contradict our conclusion that IMI's bid is 
not mathematically unbalanced since those explanations show 
that IMI would not obtain a windfall if all options are not 
exercised. IMI explained that additional first year costs 
caused the difference and that the 15-percent differential 

t 
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( a m o u n t i n g  t o  a b o u t  $80,000) c o n s i s t e d  o f  t h e  f o l l o w i n g  
e l e m e n t s :  ( 1 )  $ 2 2 , 0 0 0  t o  move IMI's " m o s t  e x p e r i e n c e d "  
l a u n d r y  c o n t r a c t  m a n a g e r  a n d  h i s  f a m i l y  f r o m  H a w a i i  t o  N o r t h  
C a r o l i n a ;  (2) $12,000 t o  move IMI's p r o p o s e d  a s s i s t a n t  
m a n a g e r  (who w o u l d  b e  n e e d e d  f o r  1 y e a r )  a n d  h i s  f a m i l y  from 
C a l i f o r 3 i a  t o  N o r t h  C a r o l i n a  p l u s  t h e  a s s i s t a n t  m a n a g e r ' s  
s a l a r y  ($27,500) f o r  1 y e a r ;  (3) $3,300 u n d e r  t h e  a c c e l e r -  
a t e d  d e p r e c i a t i o n  a c c o u n t i n g  m e t h o d  f o r  t h e  f i r s t  y e a r  
d e p r e c i a t i o n  o f  v e h i c l e s ;  (4) $12,000 i n  h i g h e r  l a b o r  c o s t s  
f o r  t h e  f i r s t  y e a r  c o m p a r e d  w i t h  t h e  o p t i o n  y e a r s  when l a b o r  
e f f i c i e n c y  w o u l d  b e  h i g h e r  a n d  l a b o r  c o s t s  w o u l d ,  p r e s u m -  
a b l y ,  b e  l e s s ;  ( 5 )  $2,500 f o r  a d d i t i o n a l  c o r p o r a t e  t r a v e l  
e x p e n s e s  a n d  i n c i d e n t a l  s t a r t u p  c o s t s  r e l a t e d  t o  t h e  f i r s t  
y e a r .  The  a b o v e  c o s t s  a r e  p r o p e r l y  a l l o c a b l e  t o  t h e  f i r s t  
y e a r ,  a n d  I M I  w o u l d  n o t  r e c e i v e  a w i n d f a l l  s h o u l d  t h e  
o p t i o n s  n o t  b e  e x e r c i s e d .  C o n s e q u e n t l y ,  t h e s e  p o s t - b i d -  
o p e n i n g  e x p l a n a t i o n s  c o n f i r m  o u r  c o n c l u s i o n  t h a t  IMI's b i d  
i s  n o t  m a t h e m a t i c a l l y  u n b a l a n c e d .  See Roan C o r p o r a t i o n ,  
B-211228, J a n .  25, 1984, 84-1 C . P . D .  1 116 a t  p a g e  4. 

As t o  t h e  1 0 0 - p e r c e n t  v a r i a t i o n  i n  u n i t  p r i c e s  b i d  f o r -  
i t ems  51, 66, a n d  68 c o m p a r e d  w i t h  t h e  u n i t  p r i c e s  b i d  f o r  
i t e m s  52, 67, a n d  69, w e  h a v e  h e l d  t h a t ,  i f  t h e  g o v e r n m e n t ' s  
e s t i m a t e  f o r  t h e  i n d i v i d u a l  i t ems  i n v o l v e d  i s  a r e a s o n a b l y  
a c c u r a t e  r e p r e s e n t a t i o n  o f  a c t u a l  a n t i c i p a t e d  n e e d s ,  a n  
a d m i t t e d l y  m a t h e m a t i c a l l y  u n b a l a n c e d  low b i d  may b e  
a c c e p t e d .  Edward  B .  F r i e l ,  I n c . ,  55 Comp. Gen. 231 (19751, 
75-2 C . P . D .  1 164. I n  o t h e r  w o r d s ,  a m a t h e m a t i c a l l y  
u n b a l a n c e d  b i d  is t o  b e  r e j e c t e d  a s  m a t e r i a l l y  u n b a l a n c e d  
o n l y  w h e r e  t h e r e  is d o u b t  w i t h  r e s p e c t  t o  t h e  I F B ' s  r e q u i r e -  
ment  e s t i m a t e s .  Where  t h e  e s t i m a t e s  a r e  i n  d o u b t ,  a b i d d e r  
c o u l d  g a m b l e  t h a t  r e q u i r e m e n t s  w i l l  b e  v e r y  d i f f e r e n t  f r o m  
t h o s e  s t a t e d  a n d  t h a t ,  t h e r e f o r e ,  b i d  u n b a l a n c i n g  w o u l d  n o t  
damage  i t s  i n t e r e s t  w h i l e  p o s s i b l y  r e s u l t i n g  i n  a d i s a d v a n -  
t a g e o u s  p r i c e  t o  t h e  g o v e r n m e n t .  A p p l y i n g  t h e s e  c o n c e p t s ,  
e v e n  i f  t h e  p r i c e s  f o r  i tems 51, 66, a n d  68 r e n d e r e d  IMI's 
l ow b i d  u n b a l a n c e d ,  IMI's b i d  may b e  a c c e p t e d  s i n c e  t h e r e  is 
no i n d i c a t i o n  i n  t h e  r e c o r d  t h a t  t h e  h i g h - v o l u m e  e s t i m a t e s  
f o r  the i t e m s  were o t h e r  t h a n  r e a s o n a b l e .  

G i v e n  o u r  c o n c l u s i o n  t h a t  t h e  b a s e / o p t i o n  p r i c e  
d i f f e r e n t i a l  in IMI's b i d  d o e s  n o t  r e n d e r  t h e  b i d  m a t h e m a t -  
i c a l l y  u n b a l a n c e d  on i t s  f a c e ,  w e  n e e d  n o t  c o n s i d e r  t h e  
Army ' s  a r g u m e n t  t h a t ,  b e c a u s e  IMI's b i d  w o u l d  n o t  become low 
u n t i l  t h e  3 0 t h  m o n t h  o f  t h e  36 m o n t h s  o f  c o n t e m p l a t e d  
s e r v i c e s ,  IMI's b i d  w a s  m a t e r i a l l y  u n b a l a n c e d .  U n d e r  o u r  
d e c i s i o n s  (see, f o r  e x a m p l e ,  Roan C o r p o r a t i o n ,  a b o v e ,  a t  
p a g e s  4-51, w e  d o  n o t  c o n s i d e r  t h e  i s s u e  o f  m a t e r i a l  
u n b a l a n c i n g  u n l e s s  w e  h a v e  f i r s t  d e t e r m i n e d  a b i d  t o  b e  

t 
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mathematically unbalanced--a determination which we cannot 
make about IMI's bid insofar as its base period/option 
period price differential is concerned. 

Conseque>tly, it is our view that ZMI's bid was 
improperly rejected. 

/ of the U9ited States 




