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the 

Protest against cost evaluation of proposals is 
timely filed approximately 1 month after debrief- 
ing where record indicates that basic pricing 
information giving rise to protest was not given 
to protester at debriefing and record shows 
protester pursued diligently information underly- 
ing protest and filed protest within 10 working 
days after receipt of information. 

Protest based on information which yrotester 
admits was known from debriefing filed more than 
10 working days after debriefing is untimely. 

GAO will not object to cost realism determination 
where agency calculated adjusted cost estimates by 
comparing each offeror's proposed costs to agency 
cost estimates for several sample work items, and 
relied generally on the quality of each offeror's 
support data to substantiate the offeror's cost 
estimate. 

Where solicitation for work provided that option 
work would be evaluated for award, fact that 
protester, which did not submit low overall cost, 
allegedly submitted lower price for base period 
work is not significant. 

The government is not required to equalize the 
competitive advantage of competing concerns where 
such advantage is based on incumbency and experi- 
ence, and not the result of preference or unfair 
action by the government. 

Marine Hydraulics International, Inc. (MHI), protests 
Navy's award of a cost-plus-award fee contract to Metro 

Machine Corporation (Metro) for a maintenance prograin 
involving three vessels under request for proposals (RFP) 
No. N00024-85-R-8509, a total small business set-aside. The 

033903 
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RFp, i s s u e d  o n  J a n u a r y  3 0 ,  1 9 8 5 ,  i n f o r m e d  o f f e r o r s  t h a t  
p r o p o s a l s  w o u l d  b e  e v a l u a t e d  i n  t h e  f o l l o w i n g  categories i n  
d e s c e n d i n g  o r d e r  o f  i m p o r t a n c e :  (1) Management C a p a b i l i t y ;  
( 2 )  T e c h n i c a l  Approach :  ( 3 )  Cost ( i n c l u d i n g  c o s t  r ea l i sm) ;  
a n d  ( 4 )  R e s o u r c e s  A v a i l a b i l i t y .  

On A p r i l  12, 1 9 8 5 ,  p r o p o s a l s  were r e c e i v e d  f r o m  f i v e  
o f f e r o r s ,  i n c l u d i n g  M H I  a n d  Metro. T h e s e  p r o p o s a l s  were 
t h e n  e v a l u a t e d  b y  t h e  Navy. The  Navy s t a t e s  t h a t  Metro 
r e c e i v e d  t h e  h i g h e s t  e v a l u a t e d  score a n d  t h a t  b o t h  Metro's 
" p r o p o s e d  c o s t  a n d  e v a l u a t e d  projected cos t"  were lower t h a n  
t h e  cos t s  o f  a n y  o t h e r  o f f e r o r .  A f t e r  t h e  N a v y ' s  cost  
e v a l u a t i o n ,  Metro's e v a l u a t e d  c o s t  r e m a i n e d  s i g n i f i c a n t l y  
lower t h a n  MHI's e v a l u a t e d  cos t .  The  Navy f u r t h e r  deter-  
m i n e d  t h a t  no  u s e f u l  p u r p o s e  would b e  s e r v e d  by  c o n d u c t i n g  
d i s c u s s i o n s  a n d  a w a r d e d  t h e  c o n t r a c t  o n  t h e  bas i s  o f  i n i t i a l  
p r o p o s a l s .  

On J u l y  3, 1 9 8 5 ,  t h e  Navy i n f o r m e d  a l l  o f f e r o r s  t h a t  
Netro was t h e  s u c c e s s f u l  o f f e r o r  u n d e r  t h e  RFP. The  Navy 
f o u n d  Netro t o  be a " t e c h n i c a l l y  s u p e r i o r  o f f e r o r ,  w h i c h  
a l s o  o f f e r e d  t h e  lowest e v a l u a t e d  c o s t . "  On J u l y  11, 1 9 8 5 ,  
t h e  Navy awarded Metro t h e  c o n t r a c t  a t  a n  estimated cos t  of 
$ 3 1 , 8 8 1 , 2 5 3  compared w i t h  M H I ' s  p r o p o s e d  cost o f  
$ 5 4 , 1 5 1 , 7 8 8 .  T h e r e a f t e r ,  t h e  Navy s c h e d u l e d  a d e b r i e f i n g  o n  
J u l y  1 8 ,  1 9 8 5 ,  w i t h  M H I .  A t  t h a t  t i m e ,  t h e  Navy d i s c u s s e d  
M H I ' s  p r o p o s a l  w i t h  t h e  company.  The  Navy s a y s  i t  g a v e  M H I  
a t h o r o u g h  e x p l a n a t i o n  o f  t h e  s t r e n g t h s  a n d  w e a k n e s s e s  o f  
M H I ' s  p r o p o s a l .  The  Navy s a y s  i t  a l s o  i n f o r m e d  M H I  t h a t  
c e r t a i n  a r e a s  o f  i t s  t e c h n i c a l  p r o p o s a l  c o n t a i n e d  major 
w e a k n e s s e s .  S p e c i f i c a l l y ,  a s  to  t h e  e v a l u a t i o n  o f  NHI's 
p r o p o s e d  c o s t s ,  t h e  Navy s a y s  t h a t  i t  a l s o  i n f o r m e d  M H I  
t h a t :  ( 1 )  t h e  Navy r e v i e w e d  t h e  q u a l i t y  a n d  s u f f i c i e n c y  of 
a l l  o f f e r o r s '  cost  d a t a  s u p p o r t  a n d  e s t i m a t i n g  m e t h o d o l o g y ;  
(2) o f f e r o r s '  work  h o u r s  a n d  m a t e r i a l  d o l l a r  es t imates  were 
c o m p a r e d  w i t h  t h e  nGOvernment  estimates f o r  s e v e r a l  sample 
w o r k  i t e m s  a s  p a r t  of t h e  cos t  real ism a n a l y s i s , "  a s  
p r o v i d e d  f o r  i n  t h e  RFP; a n d  ( 3 )  "cos t  t o  t h e  Governmen t"  
score w a s  b a s e d  o n  e v a l u a t e d  cos t s ,  n o t  p r o p o s e d  c o s t s .  

The  Navy f u r t h e r  s a y s  t h a t  a t  t h e  e n d  o f  t h e  d e b r i e f i n g  
M H I  r e q u e s t e d  "Governmen t  estimates f o r  l a b o r  h o u r s  a n d  
mater ia l"  b y  con t r ac t  l i n e  i t e m  n u m b e r .  M H I  a l so  r e q u e s t e d  
s c o r i n g  i n f o r m a t i o n  o n  Hetrots t e c h n i c a l  p r o p o s a l ,  w e i g h i n g  
f a c t o r s  u s e d  f o r  e a c h  e v a l u a t i o n  f a c t o r  a n d  t h e  r e s u l t s  of 
t h e  t e c h n i c a l  a n a l y s i s  a n d  c o s t  r e v i e w .  A s  a r e s u l t  o f  a n  
A u g u s t  I ,  1 9 8 5 ,  t e l e p h o n e  d i s c u s s i o n  b e t w e e n  t h e  Navy a n d  
t h e  p ro tes te r ,  t h e  Navy s e n t  M H I  a copy of Metro's c o n t r a c t  
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according to the Navy's August 1 oral understandinq of what 
M Y 1  reallv wanted. Contrary to the Navv's August 1 
understandinq of what MY1 wanted, MY1 informed the Navy on 
August 7 that MHI "really wanted the Governaent estimates 
for the contract line items, not the contract award prices." 
4€ter its qugust 7 telephone call with the Navy, M Y 1  sent 
the Yavy an August 7 letter which renewed YHI's earlier 
requests for information. The Yavy then furnished YYI with 
a copy of pertinent parts of Yetro's contract which showed 
the contract's basic pricins structure. 

YHI then filed its protest with us on Auqust 1 5 ,  1985.  
YYI contended: ( 1 )  Yetro's prooosed cost for some items is 
unrealistically low comnared with YHT's estimate €or the 
number of work-hours and material costs involved in these 
items; further, this proposed cost €or these items is so low 
that the Wavy must not have fairly comoared Metro's cost 
estimate to the government cost estimate so as to make 
proDer cost adjustments to Metro's cost oroposal; ( 2 )  M Y 1  
had a lower cost than Metro for the base Deriod reauirement 
(current fiscal year need) and thus should have received an 
award: and ( 3 )  the Yavv's evaluation of YHT's orooosal was 
inconsistent with the Navy's evaluation of MHI's proposal on 
an earlier procurement. 

We deny the protest. 

The Navy first argues that a11 of YYI's orotest 
alleqations are untimely filed with our Office. 

The Vavy notes that bases of motest ( 1 )  and ( 2 ) ,  
above, are essentially derived from a COPV of fletro's . 

contract which Y H I  ultimately obtained from the Vavy in 
Ugiist. 5iven that the contract was Duhlic information and 
could have been obtained bv YHI before the .Tuly 18 debrief- 
ing, the Yavy argues that the orotest was filed in August 
with our Office more than 10 workinq clays after the basis of 
protest should have been known and that, therefore, the 
orotest is untimely filed. Alternatively, the Navy argues 
that it provided sufficient information to MY1 at the 
July 18 debriefing so as to put Y H I  on notice of these bases 
of protest. 

It is well-settled that a protester must nursue 
diliqently information that forms the basis of protest, - Cove 
Shipping, Tnc., R-21SR64, Oct. 19, 1 9 S 6 ,  84-2 C.P.D. (I 4 2 3 ,  
and that a orotester may delay the filing of its Trotest 
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until after a debriefing when the information available 
earlier left uncertain whether there was any basis for 
protest. Trellclean, U.S.A., Inc., B-213227.2, June 25, 
1984, 84-1 C.P .D.  11 661. 

The Navy's argument that the pricing information in 
Metro's contract was publicly available in early July does 
not take into account that MHI was obviously trying to 
obtain the broadest information it reasonably could before 
determining whether it had a possible basis of protest on 
cost grounds. As of the date of award in early July, MHI 
apparently only had suspicions about a possible basis of 
protest on cost considerations given the wide variation 
between its proposed cost and Metro's cost. Although MHI 
could have requested a copy of Metro's contract at that time 
to obtain line item pricing information, we think the 
company acted reasonably by alternatively requesting a 
debriefing in the hopes of obtaining greater information 
than would be revealed in a mere copy of the contract. 

Although the Navy insists that it provided "releasable 
information relating to the evaluation" of the cost propos- 
als, we see no evidence in the record that the Navy 
furnished Metro's contract pricing by line item until it 
sent M H I  a copy of Metro's contract. Without this infor- 
mation, MHI would not have been in a position to file 
yrounds of protest (1) and ( 2 )  of its above protest 
(alleging that Metro's cost proposal incorrectly was deter- 
mined cost realistic by the Navy and that N H I  should have 
received the award because its base year costs were lower 
than Metro's), which are based on the details of Metro's 
contract. MHI evidently thought it was still possible to 
obtain some insight into the government's cost evaluation 
process even after the debriefing--otherwise it would not 
have requested, in writing, the detailed information that it 
did of the Navy at the end of the debriefing. Again there 
is no evidence in the record that the Navy provided this 
specific information to MHI at the debriefing. In these 
circumstances, we cannot conclude that MHI was acting other 
than in diligent pursuit of the detailed information con- 
cerning Metro's cost proposal and the Navy's cost evaluation 
of Metro's proposal. We thus conclude that MHI timely filed 
its protest concerniny issues (1) and ( 2 ) ,  above, on 
August 15, 1985, after it received the Metro contract on or 
after August 7 ,  1985. 

However, we find untimely MHI's protest that the Navy's 
evaluation of MHI's proposal was inconsistent with the 
N a v y ' s  evaluation of its proposal under a prior procurement. 
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MYI acknowledges that it was on notice of this basis of 
protest no later than the debriefing when it was alleqedlv 
"advised [by the Navy in a manner] totally inconsistent as 
to the positive aspects of its proDosa1" comnared with the 
Vavy's advice about the technical merits of its proposal on 
an earlier similar procurement. There is no indication in 
the record that YYI lacked sufficient information on the 
allegation of inconsistency as o f  the debriefinq. Conse- 
quently, YYI should have filed its protest concerning this 
issue at our Office within 10 workinq days of the debrief- 
inq. Since MHI did not file this qround of orotest timely, 
we dislrliss this aspect of MYTI'S  protest. 

YHI questions the Navy's evaluation of the awardee's 
cost nroposal. The contractinq aqency's iudqment in eval- 
uating cost is entitled to great weight, since the aqency is 
in the best nosition to determine the realism of proposed 
costs and must bear the major criticism for cost overruns 
caused by a defective cost analysis. Lockheed Corn., 
5 - 1 9 9 7 4 1 . 2 ,  Julv 3 1 ,  1 9 9 1 ,  81-2 C.p.17. 71.  Thus, we will 
not second-quess an agency's cost evaluation unless it is 
not supported by a reasonable basis. petro-qnqineerinq, - Inc., 5 - 2 1 9 2 5 5 . 2 ,  June 1 2 ,  1 9 8 5 ,  95-1 C.P.D. 'I 677. 

Rased on our review of the record as discussed below, 
we cannot question the Yavy's selection of Yetro. 

YHT's alleqation concerning Metro's cost proposal is 
that the cost nroposal is unrealistically low and that, 
accordingly, the Navv must not have conducted a thorough 
cost realism analysis of the prooosal as is contemplated 
oaraqraph 5 . 3  of attachment 1 to Section ''h1* of the RFP 
which orovides: 

"The [Navy] will nerform a technical analysis and 
review of the offeror's cost data, includinq 
comparison to the Governvent estimate for the 
specification work nackaqe. This analysis will he 
performed both on a samnle of the work items and 
on the offeror's total nronosal. . . . 1' 

bv 

YHT specifically focuses on contract item rlOl7 
("Accomplish Advance planning, repair and modernization of 
V3q Spartanburq Sounty") and arques that Yetro's award price 
(S1 ,894 ,5 f lO)  €or this item "does not even cover its direct 
cost and material nurchases required." 
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As to MHI's argument that the Navy did not use an 
independent cost projection for Metro's entire cost 
proposal, the Navy asserts that "workhours and material 
dollar estimates proposed by each offeror were compared to 
Government estimates for several sample work items,'' which 
were than used to calculate adjusted cost estimates for each 
offeror's total proposed cost. The adjusted cost estimates 
for each offeror's total cost were used in determining the 
best value to the Navy. Since the record indicates that the 
Navy performed a cost analysis on a sample of the work items 
and the offeror's total proposal, we find that this 
approach was consistent with paragraph 5 . 3 ,  above. 

In this case, the Navy specifically advises that it 
intentionally did not want to place undue reliance on the 
government estimate because it anticipated that some 
offerors could perform adequately in fewer hours than the 
government estimated, but instead preferred to rely on the 
quality of the offerors' support data and rationale 
submitted to substantiate the offerors' cost estimate. 

Regarding item 0017, the Navy reports that while the 
item was not specifically compared with the government 
estimate, it nonetheless was evaluated for cost realism by 
the Navy. The Navy points out that this item covered 
non-drydock work and that non-drydock work costs were 
evaluated using a mathematical factor ap9lied to otferors' 
estimates. The Navy further advises that although Metro's 
proposed cost for this work appears low, the non-drydocking 
work under this item had a short period of performance and . 

Metro's proposed cost for accomplishing this work was 
consistent with its estimates for other short non-drydockiny 
work. 

Given our basic principle that the contracting agency's 
judgment in evaluating cost is entitled to great weight and 
the Navy's above explanation of Pletro's cost for item 0017, 
we are not in a position to question the Navy's cost 
evaluation of item 0017 even though the Navy apparently did 
not compare Metro's proposed cost for this item to a 
government cost estimate for the item. 
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Nex t ,  M H I  claims t h a t  i t  h a d  a lower cos t  f o r  t h e  base 
period ( c u r r e n t  f i s c a l  y e a r )  a n d ,  t h e r e f o r e ,  s h o u l d  h a v e  
r e c e i v e d  t h e  award. B u t ,  a s  t h e  Navy p o i n t s  o u t ,  t h e  RFP 
p r o v i d e d  t h a t  o p t i o n  i t e m s  wou ld  b e  e v a l u a t e d  a l o n g  w i t h  t h e  
base period r e q u i r e m e n t s  f o r  p u r y o s e s  o f  award. Conse-  
q u e n t l y ,  there  is n o  merit t o  t h i s  b a s i s  of protest .  

F i n a l l y ,  M H I  e x p r e s s e s  i t s  c o n c e r n  t h a t  a w a r d  t o  Metro 
here i n  a d d i t i o n  t o  o t h e r  awards i t  h a s  r e c e i v e d  p r e v i o u s l y  
g i v e  Metro a n  u n f a i r  c o m p e t i t i v e  a d v a n t a g e  o v e r  M H I  a n d  
o t h e r  small  b u s i n e s s  o f f e r o r s  o n  f u t u r e  s o l i c i t a t i o n s .  

o u r  O f f i c e  h a s  r e c o g n i z e d  t h a t  c e r t a i n  f i r m s  may e n j o y  
a C o m p e t i t i v e  a d v a n t a g e  b e c a u s e  of t h e i r  own incumbency  or 
t h e i r  own p a r t i c u l a r  c i r c u m s t a n c e s .  S u c h  a n  a d v a n t a y e  is 
u n f a i r  o n l y  where  i t  r e s u l t s  f r o m  a p r e f e r e n c e  or u n f a i r  
a c t i o n  by  t h e  y o v e r n m e n t .  Holmes & N a r v e r  S e r v i c e s ,  ~ n c . ,  
B-2086S2, J u n e  6 ,  1 9 8 3 ,  83-1 C . P . D .  11 605 .  S i n c e  w e  c a n n o t  
c o n c l u d e  t h e  award was i m p r o p e r ,  w e  r e jec t  t h i s  g r o u n d  of 
p r o t e s t .  

The p r o t e s t  is  d e n i e d  i n  p a r t  a n d  d i s m i s s e d  i n  p a r t .  

The  p r o t e s t e r  h a s  requested t h a t  i t  be  awarded p r o p o s a l  
p r e g a r a t i o n  costs .  I n  v i e w  of o u r  f i n d i n g  t h a t  M H I ' s  
p r o t e s t  i s  w i t h o u t  merit ,  t h e  c l a i m  i s  d e n i e d .  I o n  Exchange  
P r o d u c t s ,  I n c . ,  6 -218578,  B-218579, J u l y  15, 1985,  85-2 
C.P .D.  11 5 2 .  

H a r r y  A- R .  Van Y- C e v e  
v G e n e r a l  C o u n s e l  




