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1 Gecrelnry of Dofenre

Attention: Assistant Secretary of Defense
(Comptroller)

Dear Mr. Secretary:

The Gnnaral Accounting Office has reviewed the unqmggytbo "turn-kef“
procurer:nt method by the Department of Dafense (DOD) in contrQCulng for
co.mt*uc tion of famlly housipg. We exomined ipto the initial DOD test

of this method which was made at three locations: the U. S. Naval Pase,
Philadelphia, Pennsylvania; Ent Air Force Base, Colorado Springs, Colo=-
rado; and QOak Knoll Naval Hospital, Qalland, California. Competitive .
negotioted procurement was used, with the contracts avarded to the con-
tractor submitting the proposal determined to have the best overall
combination of price and quallity.

Our observations are summarized below.

RESULTS OF COST COMPARISON BETWEEN BEST. DOCUMENT MM\_AE%E

CONVENTTIONAL AND TURN~KEY METHODS

CF¥ CONSTRUCTION

We found it cost less to build bouses under the turn-key method than
it would have had they been conventionally bullt. The estimated savings
were being realized without significaent loss of quality or features nor-
mally found in conventional housing. In fact, at two of the locations--
Oak Knoll and Philadelphia--the turn-key projects generally provided more
living space. At Philadelphia, garages and basements were provided.
These leatures are not usually offered under conventional procuremeat.

As shown in the attached schedules, .the estimated savings were aboub
$1h8,000 for the 100 units st the Philadelphia site; $147,000 for the
hG uhits nt Ent Alr Force Pase; tnd 16,000 for the 36 units nt Ok Knoil
Naval Happl bal.
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SUGCESTED CHANGES IN CRITERTIA FOR

LVoai=nsY PROCUREMENT

Thae turn-key method showe promise as an acceptable alternative to the
convenvional methed for procuring houslug. Ao diseurscd below, we believe
oAb e metiicd's eflectiveresa could oo Jepraved S eestlaln relperents

Lo Whe dnstructlons for lts use,

poieetion of the slte

At the Osk Knoll and Philedelphia projects, sites selected presented
special problems. The one selected at Osk Knoll was the site of a former
hospital, located om a hill., 3Several concrete footings, which had sup-
ported the former hospitel, were still buried in the ground and complicated
grading. This discouraged some potential vidders from submitting proposais
because of the uncertain terradin.

The site selected for the Philadelpbla project required up to TO-foot
pilings to support the weight of the housing units. As in the cese of
0ak Knooll, site problems sppcar to have been a deterrent to some potential
bldders.

In turn-key construction, the contraoctor is expected %o couplete the
project with mindmum participation from agency personunel. Unusual or
particvdar.y difficult terrein problems are likely to not only delay con~
struction but also, understandably, to increase agency concern over the
contractor's effective resolution of the problems. This, in turn, can
lead to greater lovolvement on the part of agency representatives. DOD
criteria for turn-key construction provide no specific guidance on this
ratter. We suggest that you consider amending the criteria to polut out
the desirability, when using this procurement wethod, of selecting sites
that do not require unusual or extensive work on the part of the howme
builder.

Identification of evaluation BEST DOCUMENT A‘\!A!LABLE

factors

Tha DOD criteria state that "aumerical weights (assigped techniecal
evaluations) and method of relating cost to technical points, shall not
be included in the Request for Proposal (RFP)." The technical, or
quality factors, cover such things ss ingénulty of design and materials
t0 be used and are employed by local evaluation boards to select the beat

overall proposal.



In this connection, some local residential builders who had bcen fur-
nished the RFP for the QOak Knoll project did not submit a proposal. Some
sons given were lack of knowledge and uncertainty over factors to be
sidered in evaluating proposals. They felt that the probability of
thedr being selected under such circumsinnens did not Justify the cost of
TIenaring A proposnl. wWe believe that such concern is uudersiandable.

Tn our cpinion, the RFP should contain the relntive weisib Lo bo
aesioed conh and quaitily faclore, a6 well na o clencev 1o of how pro-
posids arve to we evaluated. In this regard, o recent Conptroller General
decision (B~-170220) issued to the Secretary of the Army on August 26, 1971,
relating to a protest of the award of a turn-key fomily housing contract
discussed the need not only to identify the evaluation criteria but also
the relative ilmportance of each factor, as well., It states, in part:

"Conceding that the solicitatlion adequately identified the
evaluation criteris, 1t is nevertheless obvious that no
indication is gliven in the RFP as to the relative import-
ance of each factor. Ve have, as you know, repeatedly
stressed the need for such identification. E.g., 49 Comp.
Gen. 229 (1969); T id. 252 (1967); cf. 50 id. 59 (1970).
wreover, we believe that in thls context it 1s particu-
larly critical that offerors be apprised of the evalustion
formula."

As you know from your review of the Acting Comptroller General's letter
of August 26, 1971, (B-170220, B-170731, B-171015) requesting your comments
on the necessity of disclosing the scoring scheme, this matter is of par-
ticular interest to us. We note, however, in response to the August 26
letter by Mr. Glenn V. Gibson, Deputy Asslstant Secretary of Defense, that
DOD does not deem it necessary to identify for proposers the actual weights
assigned the evaluation factors.

For the reasons discussed above and after considerstion of the reasouns
offered In support of the DOD position, we still believe that it is Limport-
ant to disclose the relative importance of the evaluation factors so that
offerors might better understand how their proposal will be Judged.
Furchermore, we believe that appropriate revisions to the DOD criteria would
tend to minimize misgivings some potential and sctual bidders may have re=
garding fair treatwment in this respect.

This rersyrs. qontaing recommchtfitions For improving the DOD eritsiié dud
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aorefore, the provisions of section 236 of the Leglslative Reorganization
ct of 1970 apply. We shall appreciate receiving coples of the statements
that you furnish to the specifled committees in accordance with these
provisions.

l—}:;_

Sincerely yours,

' éﬁx. ¢ o«**»«aqﬁ

Director ‘

Attachoment
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COST COMPARISONS OF CONVENTTONAL AND
TURN-KBY PROJACTS AT
NAVAL SHIPYARD, FHILADFLPHLA, PENNSYLVANIA,
ENT ALR FORCE BASE, COLORADO GPRINGS, COLOBADO
ORK KROLL NAVAL HOSPivAL, OAKLAND, CALIFORJIA

GEUE7 AL BOTATATORY

Comparisons for the Philadelphin and Oak Knoll projects essentially are
those prepared by Naval Faclilities Engineering Command field personnel. The
ore at Ent was made by housing personnel of Alr Force hesdquarters. Ve mode
some changes to the computations to make them more comparable. For instsnce,
at Cak Knoll and Philadelpbia, we added a factor for cost escslatlon between
the time of contract award for the turn-key project and the earlier award
for the conventional one-~the Alr Force included such a factor in its
comparison,

At Philadelphia, we compared the cost and features of the 100-unit
turn-key project with those for a 40O-unit Capebart housing project built
ad jacent to the Naval Shipyard during 1962-1964. We adjusted the Capehart
costs to reflect 1969 construction prices prevailing at the time the con-
tract for the turn-key project wss awarded.

At Ent, a comparison was made between the estimated costs for the
LOo-unit project which went out for bid initially in April 1967 under the

conventional method and the actual contract award in February 1969 following

a dertaton €6 use tha Yfuraskey e thnd Irgtend: Rovisions vere made €8 the
1967 figures to reflect higher costs prevailing in 1969.

At Qak Knoll, we compared the nest and features of the turn~key
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at the timc. We applicd cost escalation factors to the conventionally-built

Projects, since the contracts were awarded prior to the turn-key award.

BEST DOCUMENT AVAILABLE
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Capchart
(450 homes)
1962 - 1964

. 1
mstimnted Costs—

Turn-¥oy

flOQ h?hCS!

1969 - In process

Costs
Aversage per house Total Average per house Total
n costs $15,513 $6,205,231 $18, 960 $1, 896, 000
sairuction
- 1969) 5,259 2,103,573, N/A N/A
439 175, 5°l 160 10,000
Tnspection, OH )
Gowgrn:eat—furnisi:a equipment) 375 150, OOO" 1,021 102,100
Demolition ¢ its N/A N/A o8 2,750
331,586 $8,63%, 335 520,109 £5,010, 850
Cemparison
of fAr:2as Square feet per unit Square feet per unit
Totel Room Area:
Three-Bedroom (340 units) 791 (60 units): 1,042
Four-Bedroom ( 60 units) 902 (4O units) 1,100
motal Usable Area: é/
Thnree-Radroom 1,061 1,250
Pour-32droon 1,265 1,250
Grocs Ar=&:;/
Thnrzc-B32droom 1,188 2,106
Four-3:éroom 1,452 2,106
Commutoiicn of T DOt A
Hroninateoo Sowines BES] DQL’UM;:NT AVA”_ABLE
Csprhnrt per unit cost $21,586
Turn-~tey per unit cost 20,109
Sotirated Savings E"i L7T x 100 units = ¢1h7 700
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COMPARTZON OF CONVENTIONAL AND

SURN-IEY HOUSING AT B0 AVD

Cox~arison
oy Cosua

Construction costs
(including site work)

10% Cost increase

L General Officer Quarters

Sub-total
Lesign
SICH-GFE-CORT
Total
Per Unit
Comoutation of
23;1 aeea Savings

Conventional per unit cost
Turn-key per unlit cost
Estimated Savings

a/ april 1957 bid amount.

(40 unite)

Conventional

a/

41,016, 705~
101, 67¢b/
25,0008/

$1,143, 377
23,1008/
30, 775

$1,197,252

$ 29,932

$29,932
26,251

$ 3,601 x 4O units = $147,2L0

b/ Cost escalation from April 1967 to January 1969.

¢/ ot included in 1967 bid.

g/ April 1967 cost = does not reflect any cost escalation.
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(L0 units)

Turn-Key
Sndabo b Lo

$1,010, 484

51,010, L84

8, 800

30,775
$1, 050,059

$ 26,251

Originally planned as Colonel's guarters.

T AVAILPBLE
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