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Cancellation of a request for proposals 
( K F P )  issued in accordance with Office of 
Management ar,d Budget Circular A-76 -. was 
justified where agency adjusted its 
in-house estimate to reflect the scope of 
work specified in the RFP and the 
adjusted estimate was lower than any 
proposal. 

EC Services Company protests the cancellation 
of request f o r  proposals (RFP) No. N0064-84-R-0062 
issued by the Department of the Navy for the perform- 
ance of material-handling equipment maintenance 
services. The  sol icitation indicated that proposals 
were being solicited as part of an Office of Manage- 
rnarlt a n d  B u d g e t  Circular A - 7 6  cost comparison. EC 
Servises' proposed price was initialGy determined 
to he lower than the government's cost estimate. 
Government employees filed a timely appeal which was 
su.stalned and which resulted in a determination that 
continuing in-house performa,Ice would cost the govern- 
ment l e s s  than contracting with EC Ser.Tices. As a 
r e s u l t ,  the Navy canceled t h e  solicitation. EC 
Services contends that the Navy's adjustment of its 
in-house estimat,e was improper. 

We deny the protest. 

Initially, we point out that this Office generally 
does not review an agency decision to perform work 
in-house rather than to contract for the services. We 
re. ; lard such decisions as matters of policy within the 
prfJvince of the executive branch. Crohn Laundry and 
Dry Cleaners, I n c . ,  B-194505 ,  July 18, 1979, 79-2 CPD 
qI 38. Where an agency, however, uses the procurement 
sy -s tem to aid i t s  decision, specifying the circum- 
st-iiicec, b ~ n d e r  d h i c h  a contract Mill or will r r \ t  he 
aw?rlJeTj, xe w i l l  review an  allegation that the agency 
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d i d  n o t  f o l l o w  e s t a b l i s h e d  c o s t  c o m p a r i s o n  p r o c e d u r e s ,  
a s  a f a u l t y  o r  m i s l e a d i n g  c o s t  c o m p a r i s o n  w h i c h  w o u l d  
; r , a t e r i a l l y  a f f o c t  t h e  d e c i s i o n  w h e t h e r  or n o t  t o  c o n t r a c t  
o u t  would be  a b u s i v e  o f  t h e  p r o c u r e m e n t  s y s t e m .  C o n t r a c t  
S e r v i c e s  C o . ,  I n c . ,  B -208180 .2 ,  Sep t .  1 6 ,  1 9 8 3 ,  83-2  CPD 
'11 331. T n e  p ro t e s t e r  m u s t  d e m o n s t r a t e ,  h o w e v e r ,  n o t  o n l y  
a f a i l u r e  t o  f o l l o w  e s t a b l i s h e d  p r o c e d u r e s ,  b u t  a l s o  t h a t  
t h i s  f a i l u r e  c o u l d  h a v e  m a t e r i a l l y  a f f e c t e d  t h e  o u t c o m e  
of t h e  cost  c o m p a r i s o n .  S e r v - A i r ,  I n c . ;  AVCO, 6 0  Comp. 
G e n .  44 ( 1 9 8 0 ) ,  80-2  CPD 11 317.  

EC S e r v i c e s  f i r s t  q u e s t i o n s  the d e t e r m i n a t i o n  by t h e  
a p p e a l  r z v i e v i n g  o f f i c i a l  t o  u t i l i z e  f i s c a l - y e a r  ( F Y )  1984 
cos t  e a t s  i n  r e v i s i n g  t h e  i n - h o u s e  e s t i m a t e  f o r  m a t e r i a l s  
.3nd ; ~ r c h a s e d  s e r v i c e s .  TJnder i n - h o u s e  o p e r a t i o n ,  t h e  
N ~ V Y  i ? , j i e a t e s  t h a t  some m a i n t e n a n c e  a n d  r e p a i r  is 
p e r f o r ~ e S  i n - h o u s e  a n d  some r e p a i r  s e rv i ces  a r e  c o n -  
t r a c t q ? .   he : . ; a v j ~ ' s  3 r i s i n . 2 1  i n - h o u s e  e s t i m a t e  f o r  b o t h  
s u p p l i ? ~  to p e r f o r m  r s p a i r s  a n d  m a i n t e n a n c e  a n d  f o r  
c o n t r a c t e d  r e p a i r  s e r v i c e s  w a s  based  p r i m a r i l y  o n  FY 1983 
c o s t  d a t a .  T h e  N a v y  r e v i e w  f o u n d  t h a t  t h e  g o v e r n m e n t  
e s t i n 2 t e  ~ a s e d  OP t h i s  c o s t  d a t a  d i d  n o t  a c c u r a t e l y  
r e 2 r z s s n t  tk-e c r ) s t s  w h i c h  c o u l d  be  e x 2 e c t e d  d u r i n g  
c o n t r a c t  p e r f o r m a n c e .  S i n c e  a c t u a l  FY 1 9 8 4  cost  d a t a  was 
a v 5 i l . ? > l e ,  t h e  g o v 2 r n m e n t  e s t i m a t e  w a s  r e c a l c u l a t e d  u s i n g  
e , d , a t  :-. and the z a t i m a t e  f o r  t h e s e  i t e i n s  das r e d u c e d  by 
$245,393. 

- - 
?'ne a p 2 e a l  review f o u n d  t h a t  FY 1 9 8 3  cos t  d a t a ,  

~ ; t i l i z e C ;  i n  t h e  IGavy ' s  o r i c j i n a l  e s t i m a t e  f o r  m a t e r i a l s  a n d  
i2urcas: ;e5 s e r v i c ? ~ ,  was  i n a c c u r a t e  i n  s e v e r a l  r espec ts .  
F i r ~ t ,  t h e  recor-3 r e f l e c t s  t h a t  t h e  Navy c h a n g e d  i t s  

f r ? r  p r o c u r i n g  m a t e r i a l s  i n  FY 1 9 8 4  f r o m  a 
C o n t r a c t o r - O p e r a c e d  P a r t s  Store t o  p u r c h a s i n g  m a t e r i a l s  
u s i n g  B l a n k e t  P u r c h a s e  A g r e e m e n t s  ( B P A s )  w i t h  a n u m b e r  of 
l o c a l  v e n d o r s .  T h e  s a v i n g s  g e n e r a t e d  by t h i s  c o n v e r s i o n  
were o r i y i n a l l y  e s t i m a t s d  a t  2 2 . 5  p e r c e n t  a n d  were 
d e t e r m i n e d  by c o m p a r i n r ;  a s a m p l e  of items p u r c h a s e d  u n d e r  
t h e  p r e v i o u s  system (FY 1 9 8 3 )  w i t h  l i k e  i t e m s  p 3 r c h a s e d  i n  
t h e  f i r s t  q u a r t e r  o n l y  of E'Y 1 9 8 4 .  T h e  a p p e a l  r e v i e w  
f o u n d  t h a t  t h e  sample u 2 o n  w h i c h  t h e  c o m p a r i s o n  was based 
was n o t  c h o s e n  u s i n g  s t a t i s t i c a l l y  a c c e p t a b l e  s a m p l i n g  
tn~ t - .? ; ;  icis 3nc i ,  therefore, d i d  n o t  a c c u r a t e l y  r e f l e c t  t h e  
s a v 1 n : ; s  w h i c h  wc)rild be  a c h i e v e d  t a k i n g  i n t o  a c c o u n t  
c 3 n > l ? % ?  c o s t  d a t a  € o r  F'f 1 9 8 4 .  A l s o ,  i t  was d e t e r m i n e d  
tn?t ".I;;.. F 'Y  1 3 8 3  ccst  r!;!t.a i n c l u d e d  p r e m i u m  t r a n s p o r t a t i o n  
c"\-iar._)@s Ldhich were n o t  b e i n g  a d d e d  to B P A  p u r c h a s e  pr ices .  
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I n  a d d i t i o n ,  t h e  a p p e a l  r e v i e w  f o u n d  t h a t  15 
r e p l a c e m e n t  f o r k l i f t s  were r e c e i v e d  d u r i n g  FY 1983 a n d  
t h a t  n o  a d j u s t m e n t  was made t o  FY 1 9 8 3  cost  d a t a  t o  
r e f l e c t  t h e  lower cos t  o f  m a i n t a i n i n g  t h e  new e q u i p m e n t .  
A l s o ,  i t  was f o u n d  t h a t  e x t e n s i v e  cosmetic a n d  r e p a i r  w o r k  
was d o n e  d u r i n g  FY 1 9 8 3  i n  p r e p a r a t i o n  f o r  a Naval 
O c c u p a t i o n a l  S a f e t y  a n d  H e a l t h  I n s p e c t i o n  P r o g r a m  
( N O S H I P S ) .  T h e  r e v i e w i n g  o f f i c i a l  d e t e r m i n e d  t h a t  
e x p e n d i t u r e s  i n c r e a s e d  d u r i n g  FY 1 9 8 3  to  prepare for  t h i s  
i n s p e c t i o n  a n d  a l t h o u g h  t h e  d o l l a r  amoun t  a t t r i b u t a b l e  to 
t h i s  c o u l d  n o t  be q u a n t i f i e d ,  t h e  appea l  r e v i e w  d e t e r m i n e d  
t h a t  FY 1 9 8 3  cost d a t a  was i n a c c u r a t e  f o r  t h i s  reason a s  
w e l l .  L a s t l y ,  t h e  N a v y ' s  o r i g i n a l  e s t i m a t e  f o r  demoun t -  
a b l e  c o n t a i n e r  m a i n t e n a n c e  was f o u n d  i n a c c u r a t e .  The  
record i n d i c a t e s  t h a t  t h e  Navy d i d  n o t  a s s u m e  r e s p o n s i b i l -  
i t y  f o r  t h e s e  r e p a i r s  u n t i l  J a n u a r y  1, 1 9 8 4 ,  and t h e  
o r g i n a l  es t imate  w a s  based  on  cos t s  i n c u r r e d  i n  t h e  f i r s t  
q u a r t e r  of FY 1 9 8 4 .  Rased o n  a c t u a l  cost d a t a  f o r  t h e  
e n t i r e  y e a r ,  t h e  c o s t  was f o u n d  t o  be much lower a n d  t h e  
e s t i m a t e  w a s  r e v i s e d  a c c o r d i n g l y .  

EC S e r v i c e s  a r g u e s  t h a t  t h e  r e v i e w i n g  o f f i c i a l s  
d e c i s i o n  to u t i l i z e  FY 1984 cos ts  i n  r e v i s i n g  t h e  i n - h o u s e  
e s t ima te  f o r  m a t e r i a l s  a n d  p u r c h a s e d  s e r v i c e s  a l t e r e d  t h e  
b a s i s  f o r  c o m p a r i s o n  b e t w e e n  EC S e r v i c e s '  o f f e r  a n d  t h e  
i n - h o u s e  e s t i m a t e .  E C  S e r v i c e s  a r g u e s  t h a t  i t s  o f f e r  was 
based  i n  p a r t  o n  FY 1 9 8 3  "usage"  d a t a  f o r  materials a n d  
s u p l i e s  w h i c h  was p r o v i d e d  i n  t h e  s o l i c i t a t i o n .  - EC 
Ser ' j i ces  c o n t e n d s  t h a t  d u r i n g  FY 1 9 8 4  t h e  a m o u n t  of 
m a t e r i a l s  a n d  s u p p l i e s  p u r c h a s e d  d e c r e a s e d  s i g n i f i c a n t l y  
over F'i 1 9 8 3  a n d  t h e r e f o r e  t h a t  FY 1 9 8 4  costs  a r e  based 
o n  d i f f e r e n t  u s a g e  r e q u i r e m e n t s .  EL S e i - v i c e s  i n d i c a t e s  
t n a t  t h e  Xavy h a s  r e c o g n i z e d  t h a t  usase i n  FY 1 9 8 3  was 
g r e a t l y  e x a g g e r a t e d  d u e  t o  t h e  NOSHIPS i n s p e c t i o n  a n d ,  a s  
a r e s u l t ,  EC S e r v i c e  a r g u e s  t h a t  t h e  Navy h a s  a c k n o w l e d g e d  
t h a t  FY 1 9 8 4  c o s t - d a t a  is based  upon a s i g n i f i c a n t  
decrease i n  m a t e r i a l  u s a g e .  A c c o r d i n g l y ,  EC S e r v i c e s  
c o n t e n d s  t h a t  c o s t  c o m p a r i s o n  was n o t  based  o n  t h e  same 
scope o f  w o r k .  

We h a v e  h e l d  t h a t  c o n t r a c t o r s  a n d  t h e  g o v e r n m e n t  
s h o u l d  c o m p e t e  on t h e  b a s i s  of t h e  same scope of work.  
J o u l e  M a i n t e n a n c e  Corp., B-208684 ,  Sep t .  1 6 ,  1 9 8 3 ,  83-2 
CPPD 11 3 3 3 .  However ,  w e  h a v e  a l s o  h e l d  t h a t  a n  a g e n c y  may 
a d j u s t  i t s  i n - h o u s e  estimate t o  co r rec t  t h e  p o s s i b i l i t y  
t h a t  t h e  g o v e r n m e n t  e s t i m a t e  was n o t  b a s e d  o n  t h e  scope 
9 f  work specified. S a t e l l i t e  S e r v i c e s ,  I n c . ,  B-207180, 
!:qv. 2 4 ,  1 9 8 2 ,  8 2 - 2  CPD TI 4 7 4 .  W e  h a v e  r e c o g n i z e d  t h a t  
tne ~ ; o v e r n n e n t  ~ s t i r n a t e  p r o v i d e s  a s t a n d a r d  a g a i n s t  w h i c h  
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b i d s  a n d  p r o p o s a l s  a r e  e v a l u a t e d  a n d  t h e r e  is n o  q u e s t i o n  
t h a t  t h e  q o v e r n m e ' n t  h a s  t h e  a u t h o r i t y  t o  correct  i ts  e s t i -  
mate .  T r e n d  W e s t e r n  T e c h n i c a l  C o r p o r a t i o n ,  B - 2 1 2 4 1 0 . 2 ,  
DSC. 2 7 ,  1 9 5 3 ,  84-1 C P D  11 25.  

Based  o n  t h e  r e c o r d ,  w e  f i n d  n o  b a s i s  t o  q u e s t i o n  t h e  
d e t e r m i n a t i o n  b y  t h e  Navy r e v i e w i n g  o f f i c i a l  t h a t  FY 1983 
c o s t s  d i d  n o t  a c c u r a t e l y  r e p r e s e n t  t h e  cos t s  w h i c h  w o u l d  
be i n c u r r e d  by t h e  g o v e r n m e n t  t o  meet t h e  r e q u i r e m e n t s  s e t  
f o r t h  i n  t h e  p e r f o r m a n c e  w o r k  s t a t e m e n t  (PWS). T h e  
o r i g i n a l  i n - h o u s e  e s t i m a t e ,  u s i n g  FY 1 9 8 3  d a t a ,  was f o u n d  
d e f i c i e n t  b e c a u s e  i t  i n c l u d e d  cos t s  a n d  m a t e r i a l  u s a g e  
t h a t  shoulr! n Q t  h a v e  b e e n  i n c l u d e d  a n d  w h i c h  o v e r s t a t e d  
t h e  i n - h o u s e  e s t i m a t e .  I n  a d d i t i o n ,  t h e  appea l  r e v i e w  
f o u n d  t h a t  t h e  e s t i m a t e  o f  t h e  s a v i n g s  g e n e r a t e d  by t h e  
new p r o c u r e m e n t  s y s t e m  was i n a c c u r a t e .  W h i l e  EC S e r v i c e s  
a r g u e s  t h a t  t h e  N a v y  s h o u l d  b e  r e q u i r e d  t o  u s e  t h i s  d a t a ,  
t h e  Xavy h a s  p r o v i d e d  a s a t i s f a c t o r y  b a s i s  w h i c h ,  i n  o u r  
v i e w ,  d e m o n s t r a t e s  t h a t  FY 1 9 8 3  c o s t  d a t a  w o u l d  n o t  
a c c u r a t e l y  r e f l e c t  t h e  i n - h o u s e  costs i n c u r r e d  u n d e r  t h e  
Piu'S . 

F:-lrti;ernore, wn are  u n a b l e  t o  a g r e e  w i t h  t h e  
p ro t e s t e r  t h a t  t h e  N a v y ' s  u s e  of F Y  1 9 8 4  c o s t  d a t a  
a I t 3 r e d  t h e  b a s i s  fcr  c o m p a r i s o n  b e t w e e n  E C  S e r v i c e s '  
proposal 3q-i  the i p - h o u s e  es t imate .  W h i l e  m a t e r i a l  u s a g e  
may h a v e  2ec r sased  i n  FY 1 9 8 4 ,  t h e r e  is n o  e v i d e n c e  t h a t  
t h e  d e z r e a s e  o c c u r r e d  i n  a r e a s  i n  w h i &  h i s t o r i c a l  d a t a -  
was p r o v i d e d  t o  t h e  p r o t e s t e r  o r  t h a t  t h e  decrease i n  
u s a g e  was  f o r  m a t e r i a l s  w h i c h  w o u l d  be  r e q u i r e d  u n d e r  t h e  
PdS.  I n  this r e g a r 3 ,  w e  n o t e  t h a t  t h e  Navy s t a t e s  t h a t  
t h e  costs i n c u r r e d  f o r  t h e  NOSHIPS i n s p e c t i o n  w o u l d  n o t  
nax:.'- x e n  d o n e  u n d e r  t h e  PWS a n d  t h e r e  is n o  e v i d e n c e  t h a t  
a n y  o f  t h e  m a t e r i a l  p u r c h a s e d  f o r  t h i s  m a i n t e n a n c e  was 
r e f l e c t e d  i n  t h e  3 a t a  a l l e g e d l y  r e l i e d  u p o n  by t h e  
protester i n  t h e . - p r e p a r a t i o n  o f  i t s  p r o p o s a l .  

T h e  idavy d e t e r m i n e d  t h a t  FY 1 9 8 4  cos t s  more 
a c c u r a t e l y  r e f l e c t e d  t h e  i n - h o a s e  c o s t  f o r  m a t e r i a l s  
a n d  p u r c h a s e d  s e r v i c e s  w h i c h  w o u l d  be r e q u i r e d  i n  o rde r  to  
meet t h e  r e q u i r e m e n t  s e t  f o r t h  i n  t h e  PWS. We f i n d  n o  
e v i d e n c e  t h a t  t h e s e  c o s t s  r e p r e s e n t  a s c o p e  of w o r k  w h i c h  
d i f f e r s  f rqrn  t h a t  : . i t i l i z e i J  by  E C  S e r v i c e s  i n  p r e p a r i n g  i t s  
p r o p o s a l  cr t h a t  the c o s t s  r e f l e c t  a s u b s t a n t i a l  d e v i a t i o n  
from the h i s t o r i c a l  d a t a  w h i c h  a l l  o f f e r o r s  were p r o -  
v i d e d .  I n  v i e w  of t h e  d e f i c i e n c i e s  f o u n d  i n  t h e  FY 1983 
.:est d a t a ,  w e  conclude t h a t  t h e  N a v y  was j u s t i f i e d  i n  

c's 1 : 7 l , 3  t f?.  

, . 7 L ' - , ' . ;  , ,-- 1 t : c i : ;  i : > f - ) r m ? t i o n  t o  a d j u s t  t h e  r j r i g i n a l  i n - h o u s e  
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EC Se rv ices  r a i s e s  the a d d i t i o n a l  arguments t h a t :  
( 1 )  the in-house e 'st imate m u s t  b e  increased t o  include the 
c o s t  t o  purchase and i n s t a l l ,  r a t h e r  t h a n  l e a s e ,  l i q u i d  
propane gas  (LPG) tanks and ( 2 )  the  government should not 
be permit ted t o  reduce i t s  e l e c t r i c i t y  cos t  es t imate  by 
$4,067. However, we need not address  the  f i r m ' s  concern 
regarding t h e s e  two i t e n s .  The d i f f e r e n c e  between EC 
S e r v i c e s '  ad jus ted  c o n t r a c t  p r i c e  and the in-house e s t i -  
mate was found t o  be $ 6 4 , 5 0 2 .  E C  Serv ices  acknowledges 
t h a t  r equ i r ing  the Navy t o  purchase the LPG tanks would 
add approximately $ 5 0 , 0 0 0  t o  the in-house e s t ima te  and, 
consequently,  even i f  we were t o  conclude t h a t  these two 
items should be ad jus ted  i n  EC Se rv ices '  f avor ,  the cos t  
comparison's u l t ima te  r e s u l t  favoring in-house performance 
would be unchanged. Day & Zimmerman, Inc . ,  B-212017, 
Apr. 3 ,  1 9 8 4 ,  88-1 CPD 11 377. 

T h e  p r o t e s t  i s  denied. 

rJpn^r  f 3. b ! !  & 
Harry R.  Van Cleve 
General Counsel 
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