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DIGEST: 

GAO concludes that the contracting 
officer's assessment of the realism 
of the awardee 1 s proposed prices is 
reasonably based. . The effect of the 
contracting officer 1 s assessmetit 
raised the a~~rdee 1 s score ~t least 
18 more points :for'realism than the 
second pricirig panel's assessme~t. 
Thus, in conf9rmance·with the RFP~s. 
award sch~me, the award was properly 
made to the technically acceptable 
offerer.with the highest pricing 
point score. · 

R & D Maintenance Services, Inc. (R & D), protests 
the award of a fixed-price, incent.ive contract to Halifax 
Engineering. Inc. (Halifax), u~der request for prdposali 
(RFP) No. DACW56-81-R-0035 issued by the· Army·for supplies 
and services necessary for operation and maintenance at 
Kaw Lake, Oklahoma. R & D contends that, under the RFP's 
award clause, R & D should ha~e received the award. The 
Army argues that the award to Halifax, based on Halifax's 
low proposal, was proper. We find that R & D's protest 
is not meritorious. 

The RFP provided.that award would be made to the 
offerer submitting the offer considered most advantageous 
to the Government in accord with the evaluation criteria 
set fortn. in the RFP. The RFP advised offerers that, of 
those proposals determined to be technically acceptable, 
the offer receiving the most pricing points would be 
considered to be the.offer most advantageous to the 
Government •. Pricing points were· determi,ne.d by the Army 
based on an evaluation of (1) realism and (2) assumntion 
of the cost risk by the .offeroi:-. Equ~lweight was -
assigned to each factor. Realism would be determined 
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· by comparing the o.fferor' s proposed costs to the offerer's 
proposed manning and effort. From the RFP, offerers knew 
that Government estimate~ of prices would be used as the 
baseline for_e~aluation of price proposals. 

. . . . 

R &,: D's and Halifax's technical proposals receiv.ed 
385 and 354 points, respectively (out of 4◊0 possible. 
points), and the contracting officer determined thatboth 
proposals w~re technically acceptable •. ·R & D's annual 
target price (defined as the tatget ciost plus target 
profit) over the life of the contract·.was $578,J56 and 
Halifax's was $486,326. The Government· estimate was 
$59~,702. R & D's ann.ual target ·cost over the life of 
the contract was $525,778 an~ Halifa~•s was $458,798. 
The Government annual targe·t cost estimate was $557,862. 

For the risk factor, the Army's pric_e evaluation 
panel initially scored R & D's and Halifax's proposals 
at 79 and 100 points, respectively. (Out of a possible 
100 points). For realism, using a predetermined chart
point system, the panel initially scored R & D's and 
Halifax's.proposals at 84 and 0 points, respectively 
(out of a possible 100 points). Thus, R & D's and· 
Halifax's initial pricing point scores were 163 and lOb, 
respectively. 

The. contracting officer w~s not satisf~ed with the· 
scoring and requested that the price panel s~ore the· 
real ism of the proposals again. As. a result of the 
second scoring, R & D's and Halifax's realism scores 
were changed to 88 and 50, respectively.· Thus, R & D's 
and Halifax's final pricing point scores awarded by.the 
panel were 167 and 150, respectively •. · · 

Relative to proposed price realism,. the record 
contains an Army analysis.of each offerer's proposed 
manning, which was performed after the second pricing 
panel evaluation and which shows that R & D's and 
Halifax's O[!-the-:-ground labor hours were 35,240 and 
33,834, respectively. ·The Army analysis shows R & D's 
higher propos~d target pri€e reflects higher wage rates, 
higher admini~trative salaries and higher profit. Since 
both offerers~ on-the-ground labor hours wer~ about the 
same, the contracting officer concluded that the dif
ference in points between R & D and Halifax was so 
close that the best interest of the Government required 
award to the offerer proposing the low target price. 
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In fixed-price,incentive contracts, like this one; 

the amount of the contracto,r•s profit is determined by a 
formula set forth in the c6ntract, which·rew~rds the con
tractor with additional profit fo:r efficient.operation 
and penalizes the contractor wOith reduced profit for 
inefficient operation. _ use of this contract type requires 
~ realistit target cost eitimate_ and a realistic ceiling 
price. If the contractor's. actual cost o-f performance 
exceeds the ceiling, the co~t to the Governm~nt will nbt _. 
exceed the ceiling price. Thus; the contractor is respon
sible ·for all costs abov~ the ceilin~ price that are 
necessary ~o obtain the required performance over the 
term of the contract. 

R & D contends that sirice it re~eived ·the highest 
·pricing point score~ it was entitled to award under the 

terms of the.RFP. · 

In response, the Army argues that point scores are. 
not conclusive on se.lection officials and that the con
tracting officer is permitted to consider cost quantum 
in arriving at his determination of which proposal is 
most advantageous to the Government. 

our analysis begins with _the observation that the 
RFP' s award clause essentially _.provides - that· cos-t--to--the 
Government will be the determining factor where mqre th9n 
one proposal ii consider~d £0 be _technically acceptabie. 
Here, the RtP disclosed the details of how the Army would 
evaluate the cost elements of risk and realism.· To-adhere 
to the RFP's award clause, the offerer select€d for award 
should have received a higher rating on the cost factor. 

The pricing panel awarded Halifax the .maximum score 
for the risk element and the contracting officer concurred. 
Regarding the realism element, the record clearly shows 
that th~ contracting officer disagreed with the pricing 
panel 1 i initial assessment of Halifax~~ ~reposed price 
realism reflected in the score of O points. The record 
also indicates ·that the contracting officer di~agreed 
with th~ pricing panel's sec6na assessment reflected 
in the score of 50 points. The contracting officer's 
evaluation reflects his assessment that Halifax's pro
posed prices were much more realistic than th~ pricing 
panel's assessment. The contracting officer·explains 
that Halifax could accomplish about the same amount 
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of work as R & D proposed to do, for about $92,000 a 
year less than R & D proposed, b-ecause_R & D proposed 
higher· _administrative .costs, higher wage rates, and . 
higher profit. ·The contracting officer determined· that 
while Halifax's price proposal was not as realistic as 
R & D's, the two proposals were close. Whi.le the con
tracting officer.did not actually rescore the realism 
of Halifax's proposal, th~ effect of his-~ssessment 
was that Halifax was entitled to at least 18 more 
price points than"awarded by the pricing panel's 
second evaluation. 

We find that the contracting o·fficer' s assessment 
is reasonably based because (1) the RFP provided that, 
in addition to the_Government estimate as a·baseline, 
real.ism would be determined. by comparing the offerer's 
proposed costs t.o the offerer's proposed manning and 
effort, (2) the contracting officer observed the RFP's 
disclosed scheme to make his realism determination, and 
(3) the contracting officer properly determined that 
Halifax's lower-fixed price, technically acceptable 
proposal (which guarantees that Halifax will perform 
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the required work at no more than the proposed ceiling 
price) is essentially entitled to at least 18 more · 
points than the pricing panel awarded in.its second· 
evaluation, making Halifax's proposal. the. highest scored 
price proposal. 

Thus, we conclude that the award to Halifax w_as 
proper and in accord with the RFP's award ~cheme. 

Protest denied. 

~ rf-· ;~u{LJ 
.. i I , I . 

Comptroll~r.General 
U of the United States 
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