Date:  September XX, 20XX
From:  Joe Smith, Contracting Officer
To:  Contract File
Prepared by:  Joe Smith
Subject:  INFORMATION:  Proposed Contract for the Construction of Emergency Response Centers.

BACKGROUND INFORMATION:
In March of 20XX the subject Procurement Request XXX was received and assigned to the undersigned Contracting Officer (CO); see Contract File – Tab 1.  The subject requirement is for new Emergency Response Centers in Los Angeles, CA, Milwaukee, WI, Detroit, MI and New York, NY.  Also included in the requirement is the demolition of the existing, obsolete centers in the same location.
Via a secure web-site, the Program Office provided access to Specifications and Drawings to the undersigned CO.  The undersigned reviewed the Specifications and Drawings and offered the project engineer suggestions to improve the content and to clarify specific issues.  The undersigned met several times with the project engineer to review corrections and to make additional changes to the Specifications and Drawings.  

This acquisition was unrestricted with a price range of $30 million to $50 million.  Because this project was estimated over $100,000.00 it was necessary to make a public announcement of the requirement. On June XX, 20XX a Screening Information Request (SIR) seeking prospective Offerors was published on the Agency’s Contract Opportunities Web Site (Contract File – Tab 3).  Despite this announcement, no Offerors responded to the SIR.
Subsequently, after a nationwide search to identify prospective Offerors, particularly from the local area and with previous experience building similar structures, a second SIR was issued on June XX, 20XX.    Four (4) interested Offerors submitted their qualifications in accordance with the requirements of the SIR.  The four (4) Offerors were evaluated and three (3) of these Offerors were found qualified.  Two (2) Offerors were located in the local area and one (1) was located in several hundred miles area away.  That contractor made a business decision and elected to not compete against the two (2) local contractors.
The undersigned developed Request for Offer (RFO) No. XXX (Contract File – Tab 3).  The proposed RFO was submitted for Management and Legal reviews on July XX, 20XX.  Management and Legal reviews were completed and approved on July XX, 20XX and August XX, 20XX, respectively (Contract File - Tab 2).  The solicitation package, including the RFO, Wage Rate Determination, and Business Declaration Form were sent to each Offeror, via electronic mail on August XX, 20XX.  Technical Specifications, Drawings, and all applicable attachments were provided on the Agency’s secure web-site and made available to the prospective Offerors.
PRICE ANALYSIS:
The two (2) prospective Offerors responded to the solicitation with the following offers:

Offerors


Initial Offers


Revised Offer 
Offeror A


$42,800,045.00

$42,250,045.00


Offeror B


$44,296,000.00

$43,792,000.00

Original IGCE

$31,403,532.00

Revised IGCE





$34,665,795.00

Initial offers were received on September XX, 20XX.  These offers were substantially higher than the original IGCE.  Comprehensive discussions were conducted with both Offerors and as a result the Project Engineers concluded that a revision to the IGCE was necessary as they realized that they had overlooked several things that should have been included in the IGCE.  Consequently the IGCE was increased by $3,262,263.00. Specifically, since the IGCE was completed in March, 20XX, the cost of the required building materials had increased significantly.  Further, the rise in the cost of fuel had contributed greatly to manufacturing and shipping costs of all building materials.  Means Cost & Construction Data were used in the developing the IGCE and could not predict the current labor conditions for this construction effort.
On September XX, 20XX, after lengthy discussions with both offerors the undersigned CO requested revised offers.
As depicted in the table above, Offeror A submitted the lowest revised offer which was 18% higher than the revised IGCE and 3.5% lower than the offer from Offeror B.

Determination of Price Reasonableness:
Currently construction is booming in these areas. As a consequence of this construction boom materials, equipment and skilled workers are in short supply, thus significantly inflating the cost of all projects in these areas.  Additionally, the international demand for building materials has contributed to a materials shortfall, causing the building industry to pass on their extra costs to their customers. 
Another significant factor is the rising cost of fuel which has greatly increased the cost of shipping materials, and therefore, having a direct impact on many building manufacturing processes,  particularly with building structural steel and metal costs. Increased fuel cost also makes it much more expensive to run power and heavy equipment.  The electrical component industry has also noted significant price increases as a result of rising commodity costs, particularly in steel, aluminum, zinc, copper and plastics. Other petroleum based products such as paints, coatings and roofing materials have also recently experienced significant price increases. Glass and Aluminum frames have also increased significantly in price due to fuel and transportation costs. 
Presently the local construction labor market is one of the more costly locations to do business. Means Cost and Construction Data, as well as local cost data were used to estimate the cost of labor for the IGCE and this data obviously could not adequately predict the current labor burdens for this project.
The site constraints and required logistics, with the old and new Emergency Response sites being so close to one another, appear to have greatly increased the costs for General Conditions, such as mobilization, electric, telephone, water, sewerage etc. 
The Agency took a number of steps to ensure the best price for the Government. The requirement was formally announced on the Agency’s Contract Opportunities Homepage and in several other venues to achieve maximum public exposure. Dozens of firms expressed interest but no contractor responded to the initial SIR. The second time this project was formally announced the Agency contacted virtually all the contractors that had previously constructed Emergency Response Centers for the Agency in the past, as well as publicizing the requirement locally. As a result four (4) concerns responded to the SIR. Ultimately two (2) were pre-qualified, see BACKGROUND INFORMATION above.  Since the prospective offeror list is public information, there is little doubt that the two (2) pre-qualified contractors became aware of the limited competition, a situation which is not conducive to tight, aggressive offerors. 
Re-solicitation was considered, however, based on the level of effort put into this solicitation by the Agency it does not appear that in the foreseeable future that the current local market conditions would support different results. In fact, re-solicitation might discourage the two present offerors from offering again, thus potentially leaving the Agency in an even bigger quandary.
EVALUATION FOR AWARD
Past Performance:  Past Performance criteria was made up of the following:
· Experience performing work on Emergency Response Centers.
· Quality of experience as a prime or general contractor.
· Ability to successfully utilize major subcontractors (mechanical, electrical, and control) on projects similar in size and complexity to this project.
· Ability to solve problems encountered and take corrective action.
· Maintenance of good customer relations throughout past projects.
· Reasonableness in negotiating contract changes.
· Timeliness of payment to subcontractors and suppliers.
· Labor and safety compliance record.
· Effectiveness of project management.  Ability to schedule work, organize and coordinate the various trades, work with subcontractors, and anticipate potential construction difficulties.
· Quality of experience in site, structural, architectural, and coordination of complex electrical, mechanical, and control system installations.
· Quality and timeliness of work in completed construction projects similar in size and complexity to this project (i.e., other facilities, hospitals, power plants).
· Cost control – within budget – current accurate and complete billings – relationship of negotiated costs to actual – cost efficiencies.
Both Offeror A’s and Offeror B’s past performance had a consensus rating of Good from the five (5) Technical Evaluation Team members.
Key Personnel:  The following three (3) positions were considered to be Key Personnel:

· Project Engineer

· Project Superintendent

· Quality Control (QC) Manager

Both Offeror A’s and Offeror B’s key personnel had a consensus rating of Good from the Technical Evaluation Team.
Contractor Responsibility:
1.  Offeror A is not on the Excluded Parties List System (Contract File – Tab 6).
2. The Financial Evaluation Team informed that Offeror A has the financial capability, including cash and credit resources, and insurance and bonding capacities to perform a job of the size and complexity of the subject construction effort.
3. Offeror A has successfully performed numerous projects for various agencies of the Government, including the Federal Bureau of Prisons and General Services Administration.  This contractor has demonstrated their responsibility and has consistently performed well.  Their expertise has focused on complex construction projects ranging from $100,000 to over $100,000,000.
Determination:
Both offerors were substantially technically equal.  Award, therefore, is based on price.  The price offered by Offeror A is 3.5% lower than that offered by Offeror B.  Based on the information contained herein, I hereby determine that the price offered under the revised offer from Offeror A in the amount of $42,250,045.00 is fair, reasonable and in the best interest of the Agency.  Offeror A is considered to be financially, technically, and managerially able to perform this project.

Joe Smith
Contracting Officer
Construction
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