


Unbalanced Bidding 

• What is it? 

• Why is it bad? 

• When should you look for it? 

• How do you find it? 

• What can you do to avoid it? 



What is unbalanced bidding? 



Mathematically unbalanced 

Materially unbalanced 



An offer is mathematically unbalanced 
if it is based on prices which are 
significantly less than cost for some 
contract line items and significantly 
overstated in relation to cost for others. 



An offer is materially unbalanced if it is 
mathematically unbalanced, and if there 
is a reasonable doubt that the offer 
would result in the lowest overall cost to 
the Government, even though it is the 
lowest evaluated offer…. 



…or if it is so unbalanced as to be 
tantamount to allowing an advance 
payment. 



A materially unbalanced bid is  
non-responsive. 







FAR 14.404-2  Rejection of individual bids. 

(g) Any bid may be rejected if the prices for any 
line items or subline items are materially 
unbalanced…. 



FAR 15.404-1 Proposal Analysis Techniques 

(g) Unbalanced pricing. 
(1) Unbalanced pricing may increase performance risk and could 

result in payment of unreasonably high prices. Unbalanced pricing 
exists when, despite an acceptable total evaluated price, the price of 
one or more contract line items is significantly over or understated as 
indicated by the application of cost or price analysis techniques. The 
greatest risks associated with unbalanced pricing occur when— 

(i) Startup work, mobilization, first articles, or first article testing are 
separate line items; 
(ii) Base quantities and option quantities are separate line items; or 
(iii) The evaluated price is the aggregate of estimated quantities to 
be ordered under separate line items of an indefinite-delivery 
contract. 



FAR 15.404-1 Proposal Analysis Techniques 

(g) Unbalanced pricing. 
*** 

(2) All offers with separately priced line items or subline 
items shall be analyzed to determine if the prices are 
unbalanced. If cost or price analysis techniques indicate that 
an offer is unbalanced, the contracting officer shall— 

(i) Consider the risks to the Government associated with 
the unbalanced pricing in determining the competitive 
range and in making the source selection decision; and 
(ii) Consider whether award of the contract will result in 
paying unreasonably high prices for contract performance. 



FAR 15.404-1 Proposal Analysis Techniques 

(g) Unbalanced pricing. 

*** 

(3) An offer may be rejected if the contracting 
officer determines that the lack of balance poses 
an unacceptable risk to the Government. 

 



FAR 15.404-1 Proposal Analysis Techniques 

(f) Unit prices. 
(1) Except when pricing an item on the basis of 
adequate price competition or catalog or market 
price, unit prices shall reflect the intrinsic value of 
an item or service and shall be in proportion to an 
item’s base cost (e.g., manufacturing or acquisition 
costs). Any method of distributing costs to line 
items that distorts the unit prices shall not be used. 
For example, distributing costs equally among line 
items is not acceptable except when there is little or 
no variation in base cost. 
 

Any method of distributing costs to 
line items that distorts the unit prices 
shall not be used. 

…distributing costs equally among line 
items is not acceptable except when 
there is little or no variation in base cost. 



FAR 15.814 Unbalanced Offers. 

(b) An offer is mathematically unbalanced if it is based on prices which are significantly 
less than cost for some contract line items and significantly overstated in relation to 
cost for others. An offer is materially unbalanced if it is mathematically unbalanced, 
and if--  

(1) There is a reasonable doubt that the offer would result in the lowest overall 
cost to the Government, even though it is the lowest evaluated offer; or  

(2) The offer is so grossly unbalanced that its acceptance would be tantamount to 
allowing an advance payment.  

 



Part 15.814 was removed  
from the FAR  in 1997. 



FAR 52.214-10 

CONTRACT AWARD—SEALED BIDDING (JULY 1990) 

*** 

(e) The Government may reject a bid as nonresponsive if the 
prices bid are materially unbalanced between line items or 
subline items. A bid is materially unbalanced when it is based 
on prices significantly less than cost for some work and prices 
which are significantly overstated in relation to cost for other 
work, and if there is a reasonable doubt that the bid will result 
in the lowest overall cost to the Government even though it 
may be the low evaluated bid, or if it is so unbalanced as to be 
tantamount to allowing an advance payment. 



Solicitation Clause 2A105 

RESPONSIVENESS/IMPROPER OFFERS (JAN 2004)  
*** 

(e) Unbalanced Bidding. The State may reject an Offer as 
nonresponsive if the prices bid are materially unbalanced 
between line items or subline items. A bid is materially 
unbalanced when it is based on prices significantly less 
than cost for some work and prices which are significantly 
overstated in relation to cost for other work, and if there 
is a reasonable doubt that the bid will result in the lowest 
overall cost to the State even though it may be the low 
evaluated bid, or if it is so unbalanced as to be 
tantamount to allowing an advance payment. 

 



Federal Clause 

 

The Government may reject a 
bid as nonresponsive if the 
prices bid are materially 
unbalanced between line 
items or subline items. 

Compendium Clause 

 

The State may reject an Offer 
as nonresponsive if the prices 
bid are materially unbalanced 
between line items or subline 
items. 



A bid is materially unbalanced 
when it is based on prices 
significantly less than cost for 
some work and prices which 
are significantly overstated in 
relation to cost for other work, 
and if there is a reasonable 
doubt that the bid will result in 
the lowest overall cost to the 
Government even though it 
may be the low evaluated bid, 
or if it is so unbalanced as to 
be tantamount to allowing an 
advance payment. 

A bid is materially unbalanced 
when it is based on prices 
significantly less than cost for 
some work and prices which 
are significantly overstated in 
relation to cost for other work, 
and if there is a reasonable 
doubt that the bid will result in 
the lowest overall cost to the 
State even though it may be 
the low evaluated bid, or if it is 
so unbalanced as to be 
tantamount to allowing an 
advance payment. 



Protest of SourceCorp BPS, Inc. 
 
CPO Case No. 2013-211 
 
Posted August 1, 2013 



Solicitation, page 13. Similar to the price unreasonableness provision, this clause finds its origin in the FAR. 

There are no reported decisions in South Carolina dealing with unbalanced bidding. Since our quoted 

solicitation language is identical to the contract language found at FAR § 52.214-10(e), the CPO looks to 

federal law for guidance. 













Reliable Trash Service, B-194760, 79-2 CPD ¶107 

“…our office has recognized the two-fold aspects of 
unbalanced bidding. The first is a mathematical 
evaluation of the bid to determine whether each bid item 
carries its share of the cost of the work plus profit, or 
whether the bid is based on nominal prices for some 
work and enhanced prices for other work. The second 
aspect - material unbalancing - involves an assessment of 
the cost impact of a mathematically unbalanced bid. A 
bid is not materially unbalanced unless there is a 
reasonable doubt that award to the bidder submitting a 
mathematically unbalanced bid will not result in the 
lowest ultimate cost to the government.” 



Copy Graphics, B-273028, 96-2 CPD ¶185  

“The contracting officer determined that some of 
Copy Graphics's prices were excessive and others 
were nominal. Of particular concern to the 
contracting officer were, on the one hand, Copy 
Graphics’s “no charge” (NC) entries for 9 of the 13 
line items, including all of the most significant cost 
items relating to printing and binding and, on the 
other hand, Copy Graphics’s prices for each of the 
remaining 4 items relating to the packing and 
mailing of the publications, which were significantly 
higher than those of any other bidder.” 



Sanford Cooling, B-242423, 91-1 CPD ¶376  

“Before a bid can be rejected as unbalanced, it 
must be found both mathematically unbalanced 
and materially unbalanced.” 



CPO Decision 

“To prevail on its claim that the Advanced bid is 
materially unbalanced, then, SourceCorp must 
show both (1) the unit prices do not reflect 
Advanced’s actual costs, plus overhead and profit 
(mathematically unbalanced); and (2) there is a 
reasonable doubt that awarding the contract to 
Advanced will result in the lowest ultimate cost to 
the State. (materially unbalanced)” 



CPO Decision 

“…Advanced’s unbalanced bid will not result in 
the lowest price to the State. Advanced’s bid for 
Lot 3 is materially unbalanced…. 

 

“It is clear that awarding Lot 4 to Advanced will 
not result in the lowest cost to the State.” 



CPO Decision 

“Advanced submitted mathematically and 
materially unbalanced bids for Lots 3 and 4. The 
protest of the award to Advanced Imaging 
Systems for Lots 3 and 4 on the basis that 
Advanced submitted unbalanced bids is granted 
and the awards for those Lots are cancelled.” 



CPO Decision 

“It is also apparent that a number of other bidders 
submitted mathematically and materially unbalanced 
bids for Lots 3 and 4. This was facilitated in large part by 
the construction of the bid schedules that failed to 
recognize the appropriate quantities for each line item 
allowing the bidders to overprice bid items they believed 
would be used in greater quantities than estimated in the 
proposal and underprice items they thought would be 
used in significantly lesser quantities.” 



CPO Decision 

“Lots 3 and 4 are remanded to ITMO for award 
in accordance with the Code with the strong 
recommendation that they be re-solicited with 
revised bidding schedules reflecting the 
appropriate anticipated quantities in order to 
minimize the opportunities for unbalanced 
bidding.” 







Appeal by Advanced Imaging Systems 
 
Panel Case No. 2013-7 
 
October 30, 2013 





Panel Order 

“…materially unbalanced bidding is an issue of 
responsiveness, not responsibility.….” 

Compare FAR Part 52.214-10 “The Government may reject a [materially 
unbalanced] bid as nonresponsive….”  



Panel Order 

“Responsiveness is determined at the time the 
bids are opened on the basis of the information 
contained in the bid.” 

Compare McKnight Construction Co., 94-2 CPD ¶177 (“… material unbalancing is a 
matter of responsiveness, and the responsiveness of a bid must generally be 
ascertained from the bid documents, not from explanations made by the bidder 
after bids have been opened and prices exposed.”) 



Panel Order 

“…the following elements must be proven…to 
establish a materially unbalanced bid: (1) there 
must be evidence showing that some prices are 
significantly less than cost for some line items; (2) 
there must be evidence showing that some prices 
are significantly more than cost for some line items; 
and (3) there is a reasonable doubt that the bid will 
result in the lowest overall cost to the State despite 
being the low evaluated bid….” 



Compare 

CPO Decision 

(1) the unit prices do not 
reflect Advanced’s actual costs, 
plus overhead and profit 
(mathematically unbalanced); 
and  

(2) there is a reasonable doubt 
that awarding the contract to 
Advanced will result in the 
lowest ultimate cost to the 
State. (materially unbalanced) 

 

Panel Order 
(1) there must be evidence 
showing that some prices are 
significantly less than cost for 
some line items;  
(2) there must be evidence 
showing that some prices are 
significantly more than cost for 
some line items; and  
(3) there is a reasonable doubt 
that the bid will result in the 
lowest overall cost to the State 
despite being the low evaluated 
bid 





SAP 

 

 State of South Carolina  
    

  Invitation for Bid   
     

 Solicitation Number: 
 Date Issued: 

 Procurement Officer: 
 Phone: 

 E-Mail Address: 

  

 

   

  DESCRIPTION:  Records Management Services to encompass, Conversion, Imaging, Retrieval, Storage and    

Destruction (Shredding) 

  USING GOVERNMENTAL UNIT:  Statewide Term Contract   
   

The Term "Offer" Means Your "Bid" or "Proposal".  Unless submitted on-line, your offer must be submitted in a sealed 

package. Solicitation Number & Opening Date must appear on package exterior. See "Submitting Your Offer" provision. 
   

   SUBMIT YOUR SEALED OFFER TO EITHER OF THE FOLLOWING ADDRESSES:   

   MAILING ADDRESS: 
           B&CB, Div. of Procurement Services, ITMO 
           1201 Main Street, Suite 600 
           Columbia SC 29201 

   PHYSICAL ADDRESS: 
           B&CB, Div. of Procurement Services, ITMO 
           1201 Main Street, Suite 600 
           Columbia SC 29201 

   SUBMIT OFFER BY (Opening Date/Time):  05/02/2013 @ 14:30:00            (See "Deadline For Submission Of Offer" provision)  

   QUESTIONS MUST BE RECEIVED BY:     04/15/2013 @ 13:00:00           (See "Questions From Offerors" provision)  

   NUMBER OF COPIES TO BE SUBMITTED:   

 CONFERENCE TYPE:   Not Applicable  
            DATE & TIME:      
   
 (As appropriate, see "Conferences - Pre-Bid/Proposal" & "Site Visit" provisions) 

 LOCATION:   Not Applicable  

   

 AWARD & 

AMENDMENTS 
Award will be posted on 05/15/2013.  The award, this solicitation, any amendments, and any related 

notices will be posted at the following web address: http://www.procurement.sc.gov 
   

Unless submitted on-line, you must submit a signed copy of this form with Your Offer. By submitting a bid or proposal, 

You agree to be bound by the terms of the Solicitation. You agree to hold Your Offer open for a minimum of sixty (60) 

calendar days after the Opening Date.                                     (See "Signing Your Offer" and "Electronic Signature" provisions.) 

 NAME OF OFFEROR 
  

  
 (full legal name of business submitting the offer) 

Any award issued will be issued to, and the contract will be formed with, 

the entity identified as the Offeror. The entity named as the offeror must be 

a single and distinct legal entity. Do not use the name of a branch office or 
a division of a larger entity if the branch or division is not a separate legal 

entity, i.e., a separate corporation, partnership, sole proprietorship, etc. 

 AUTHORIZED SIGNATURE 
  
 (Person must be authorized to submit binding offer to contract on behalf of Offeror.) 

TAXPAYER IDENTIFICATION NO. 
  
 (See "Taxpayer Identification Number" provision) 

 TITLE 
  
 (business title of person signing above) 

 STATE VENDOR NO. 
  
 (Register to Obtain S.C. Vendor No. at www.procurement.sc.gov) 

 PRINTED NAME 
  
 (printed name of person signing above) 

 DATE SIGNED  STATE OF INCORPORATION 
  
 (If you are a corporation, identify the state of incorporation.) 

   

 OFFEROR'S TYPE OF ENTITY:   (Check one)                                                                    (See "Signing Your Offer" provision.)  
  
   ___ Sole Proprietorship                                  ___ Partnership                                  ___ Other_____________________________ 
  
   ___ Corporate entity (not tax-exempt)          ___ Corporation (tax-exempt)            ___ Government entity (federal, state, or local) 

COVER PAGE (NOV. 2007) 

• Invitation for Bid 
 
• State Term Contract 

 
• ID/IQ 

 
• Administrative Reports 

 
• Several incumbents 

 
• Advanced had the 

highest spend of all 
vendors 

 



• Revised Bidding 
Schedule 

 
• Forty-two pages 

 
• 472 line items 

 
• No weighting 

 
• No quantity 

estimates 



Price Bands 

LOT #3 – RECORDS CONVERSION / ELECTRONIC DOCUMENT IMAGING – PAPER FILES - ITEMS 

#78 THROUGH ITEM #103 ON-LINE NUMBERING REMAINS THE SAME – WITH THE EXCEPTION 

OF #103 BEING DELETED ON-LINE 
 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 78   1.000    hour    

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Document preparation in accordance with criteria outlined in scope of work (see page twenty-seven 

(27)). 

 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 79   1.000    hour    

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Document reassembly in accordance with criteria outlined in scope of work (see page twenty-seven 

(27)). 

 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 80   1.000    each   

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Scanning Documents – Tiff image - Black & White / Grayscale – 200 – 300 DPI (8 

½” x 11” up to 11”x 17”) – Per each page from 0 to 100,000 pages  

 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 81   1.000    each   

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Scanning Documents – Tiff image - Black & White / Grayscale – 200 – 300 DPI (8 

½” x 11” up to 11”x 17”) – Per each page from 100,001 to 500,000 pages  

 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 82   1.000    each   

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Scanning Documents – Tiff image - Black & White / Grayscale – 200 – 300 DPI (8 

½” x 11” up to 11”x 17”) – Per each page from 500,001 to 1,000,000 pages  

 

 Item   Quantity   Unit of Measure   Unit Price   Extended Price  

 83   1.000    each   

Product Catg.:   95882 - Records Management (Incl. Document etc.) 

Item Description:  Scanning Documents – Tiff image - Black & White / Grayscale – 200 – 300 DPI (8 

½” x 11” up to 11”x 17”) – Per each page from 1,000,001 pages and up 

 

 

 



• Five lots 
 

• Award by lot 



 

VI. AWARD CRITERIA 
   
AWARD CRITERIA -- BIDS (JAN 2006) 

   

Award will be made to the lowest responsible and responsive bidder(s).  [06-6020-1] 

 

AWARD BY LOT (JAN 2006) 

 

Award will be made by complete lot(s). 

 

AWARD TO MULTIPLE OFFERORS 

 

Award will be made to all responsible and responsive bidders whose bid is within five (5) percent of the lowest aggregate 

total bid per lot. 

   
COMPETITION FROM PUBLIC ENTITIES (JAN 2006) 
   
If a South Carolina governmental entity submits an offer, the Procurement Officer will, when determining the lowest offer, 

add to the price provided in any offers submitted by non-governmental entities a percentage equivalent to any applicable 

sales or use tax.  S.C. Code Ann. Regs 117-304.1 (Supp. 2004).  [06-6057-1] 
   
UNIT PRICE GOVERNS (JAN 2006) 
   
In determining award, unit prices will govern over extended prices unless otherwise stated.  [06-6075-1] 
  SAP 

Award Criteria 



Q&A 
35. Price Schedule Item 97 thru 102, Page 56 - - The “Item description” is Paper file pick-up/delivery 
service area. Is this for the On-Demand Retrieval service of documents/files that are in the possession at 
the Vendor’s offsite facility? Or, are these services for pick-up and delivery of documents/files from the 
Client’s site? 
Answer: Could be either way. 
 
58. Page 57, Lot 3 Items 97- 103, Please confirm if the unit of measure for paper files pick up is by page, 
file or cubic box? 
Answer: Cubic box. 
 
59. Page 57, Lot 3 Items 97- 103, If the unit of pages is per paper file, how many estimated pages are in 
each file? 
Answer: Unknown. 



“Lot 3 solicited Electronic Document Imaging for Paper Files and 
included 35 line items. Each of the 35 line items was assigned an 
anticipated purchase quantity of one. Bidders were required to enter 
a unit price for each line item. The total price for each line item was 
calculated by multiplying the unit price times the quantity. The total 
price for each line item was added together to arrive at the bid price 
for the Lot.” 

How it Worked 

CPO Decision, Case No. 2013-211, page 6 



“Assigning a uniform quantity of one for all 35 line items meant that 
expensive, labor intensive line items received the same weight as very 
inexpensive line items and ignored the fact that some line items will 
be purchased in greater quantity than other line items. This made it 
possible for bidders to overprice bid items they believed would be 
used in greater quantity and underprice items they believed would be 
used in significantly lesser quantities. ” 

Why that’s wrong 

CPO Decision, Case No. 2013-211, page 6, n. 4 



“There were 35 line items included in Lot 3 and Advanced submitted 
the lowest bid of $.75 for items 97 through 102, and $0 for items 96 
and 321. Advanced did not submit the low price for any of the 
remaining 27 line items. Some Advanced line item prices were 
considerably higher than the low bid.” 

Why that’s wrong, cont’d 

CPO Decision, Case No. 2013-211, page 9 



“In comparing Advanced’s pricing with the pricing of two of its 
competitors, Palmetto Microfilm and FivePoint Solutions, in a typical 
scenario where 100,000 pages are delivered, scanned, and indexed 
with three key words the total cost to the State is as follows: ” 

Why that’s wrong, cont’d 

CPO Decision, Case No. 2013-211, pages 10-11 



The Panel found even greater disparities in price for orders at the low 
end of band pricing: 

Why that’s wrong, cont’d 

Panel Order, Panel Case No. 2013-7, page 13 

Lot #3 Item No. Advanced’s Bid Low Bid 

81 100,001 pages x 0.05 = 

$5,000.05 

100,001 pages x 0.03 = 

$3,000.03 

82 500,001 pages x 0.04 = 

$20,000.04 

500,001 pages x 0.03 = 

$15,000.03 

83 1,000,001 pages x 0.04 = 

$40,000.04 

1,000,001 pages x 0.02 = 

$20,000.02 

Total for 3 line items $65,000.13 $38,000.08 



Why is unbalanced bidding bad? 



Comparability 

• A materially unbalanced bid is non-
responsive. 

• Responsiveness is what allows you to 
fairly compare offers. 

• If you can’t compare, you don’t have 
competition. 

• Without competition there is no way for 
you to know if the State is getting the 
best deal. 



Awarding the Records Management contract to 
Advanced Imaging would have cost the State 
tens—maybe hundreds—of thousands of dollars 
more than it should. 



Where should you look for 
unbalanced bidding? 



Look here! 

• Indefinite Delivery / Indefinite Quantity 
contracts 

• Multiple line items/unit prices 

• No quantity estimate 

• No weighting to reflect actual use 

• No historical spend data 



How do you find unbalanced bidding? 



1988 FHA Memorandum 

Understand the why of unbalancing 



1988 FHA Memorandum 

Understand the why of unbalancing 



• Significant disparities between bidders 

• Superior knowledge by one or more bidders 

• Higher pricing for high-volume items 

• Nominal or zero bids for some line items 

 

Look for “red flags” 

1988 FHA Memorandum 



Frontloading 

• No “advance payments” 

• Examples 
– Accelerating amortization in a multi-year contract, 

Crown Laundry & Dry Cleaners, 83-1 CPD ¶438 

– Pricing for work to be performed early in the contract 
is grossly out of proportion to the value of that work, 
McKnight Construction Co., 94-2 CPD ¶177 

• IT contracts  
– Performance milestones 

– Software licensing payments, TAC 10 



1988 FHA Memorandum 

Make a habit of reviewing all unit price bids 



What can you do to avoid 
unbalanced bidding? 



• Estimated or minimum quantities 

• Weighted evaluation criteria 

– Spend Data 

– Usage Surveys 

– Vendor Surveys 

• Market Basket 

– Published 

– Blind 



Examples 



Weighted Price Structures 

“Internal Purchasing Procedure” for University 
of Wisconsin system: 

 

 

 apply weight factors to the bid by assigning an arithmetic value (percentage or estimated 
quantity) to item(s) or categories of products: 

o to emphasize their significance to the bid 

o to indicate items that are most frequently purchased 

o to indicate quantity levels that are most frequently ordered 

o where the value is important or has significance 



Weighting by Estimated Quantity 

DLAD* 52.216-9013 Evaluation of Offers for 
Indefinite Delivery Type Solicitations 

 

For requirements contracts and indefinite quantity 
contracts, offers are evaluated on the basis of the 
estimated annual quantity. 

*Defense Logistics Agency Directive 



“Standard” Quantity Increment 
Weighting 

When offers are requested on a quantity increment basis, each contract 
line-item (CLIN) will be evaluated for price by:   

[ ] applying a weighted factor of 18% to the first quantity increment, 
36% to the second increment, and 46% to the third increment to 
arrive at an average weighted unit price.   

[ ] applying a weighted factor of 5% to the first quantity increment, 
65% to the second increment, 25% to the third increment, and 5% to 
the fourth increment to arrive at an average weighted unit price.   

This average weighted unit price will be multiplied by the estimated 
annual quantity that may be procured during the contract period to arrive 
at a total annual evaluated price for each CLIN…. 

 



“Alternate” Quantity Increment 
Weighting 

(1) When offers are requested on a quantity increment basis, each CLIN will be evaluated for 
price on a weighted basis.   

(i) To be considered for award for any item, prices must be offered for each quantity 
increment cited. Incremental quantities within which it is anticipated orders are most likely to be issued 
are assigned the highest weights.   

(ii) Offers will be evaluated by multiplying the designated weight by the unit price for each 
order increment and adding the results. Only one award will be made for each line item. Each delivery 
order will be issued at the price offered for that increment.   

(iii) The weighted average evaluated price will be developed for each item using the formula 
stated in subparagraphs (A) through (C) below. 

Increment Weight Increment Weight 

A ___________ D ___________ 

B ___________ E ___________ 

C ___________ F ___________ 

 

(A) The weighted average price (for a given item for a given year) will be arrived at as 
follows:   

(Offered unit price) x (increment weight) = weighted unit price (Sum of weighted 
unit prices) divided by (the sum of the weights) = weighted average price.   

(B) (The weighted average price) x (the estimated annual requirement) = estimated 
annual cost for a given item for a given year.   

(C) The sum of the estimated annual costs for a given item for the base year plus any 
option periods = the total estimated cost for that item.   



Market Basket Solicitation, Example 1 

• IFB for commercially purchased foods, meats, & 
supply items 

• Lot 1, Market Basket; and Lot 2, Line Items 

• Lot 1 includes the highest volume items 
– All items must be bid 

• Bidders must bid at least 80% of Lot 2 items 

• Award of both lots to one vendor 

• Points awarded for price in each lot 
– Declining points relative to best price 



Market Basket Solicitation, Example 2 

• IFB for maintenance repair & operational (MRO) 
supplies 
– Lot 1, Industrial Supplies, including sublots 
– Lot 2, Fasteners 
– Lot 3, Electrical Supplies 
– Lot 4, Janitorial Supplies 

• IFB has “historic annual spend” for each lot and 
sublot 

• Market basket based on historic usage 
• Award of each lot to two bidders with lowest 

price on market basket items 



Market Basket Solicitation, Example 3 

• IFB for requirements contract for electronic key control 
systems 
– No minimum or estimated quantities 

• “Line Item 1” is percent discount from catalog/price list 
– Not used for evaluation 

• Market basket holds seven generic items 
– Bidders must identify by brand and model 
– Price must be calculated by discount from CLIN 1 applied 

to current catalog prices 
– Bidbased on historic usage 

• Single award to bidder with lowest market basket price 



Market Basket Solicitation, Example 4 

“Internal Purchasing Procedure” for University 
of Wisconsin system: 

 

 
 a market basket  is a short list of items from a larger list of related products [i.e. office supplies].  

Use this method of awarding the bid to simplify the bid award process and to ensure that you 
are getting the best price for the products purchased in higher quantities, or those that have 
higher cost.  The market basket must be determined prior to bid opening and be revealed at bid 
opening.  The value in not revealing during the bid process is to avoid low-ball prices. 



Resources 

• Procurement Review Panel Order, Appeal by Advanced Imaging 
Systems, Panel Case No. 2013-7 (October 30, 2013) 

• CPO Decision, Protest of SourceCorp BPS, Inc., Case No. 2013-211 
(posted August 1, 2013) 

• SC Compendium Clause 2A105 Responsiveness/Improper Offers 
(Jan 2004) 

• FAR 14.404-2 Rejection of individual bids. 
• FAR 15-404-1 Proposal Analysis Techniques. 
• Former FAR 15.814 Unbalanced Offers. 
• FAR 52.214-10 Contract Award—Sealed Bidding (July 1990) 
• Memorandum RE Bid analysis and Unbalanced Bids, US Department 

of Transportation Federal Highway Administration, May 16, 1988 
• CPO Decision, Protest of South Carolina Safety Co., Inc., Case No. 

2013-123 (posted August 26, 2013) 



Resources, cont’d 

• Reliable Trash Service, 79-2 CPD ¶107 
• Copy Graphics, 96-2 CPD ¶185 
• Sanford Cooling, 91-1 CPD ¶376 
• Crown Laundry & Dry Cleaners, 83-1 CPD ¶438 
• McKnight Construction Co., 94-2 CPD ¶177  
• DLAD 52.216-9013 Evaluation of Offers for Indefinite 

Delivery Type Solicitations 
• Food & meat IFB (Example 1) (link only) 
• MRO Supplies IFB (Example 2) 
• Electronic Key Control Systems IFB (Example 3) 
• University of Wisconsin IPP (Example 4) 



 
State of South Carolina 

Budget and Control Board 

William Dixon Robertson III 
Assistant General Counsel 

Office of General Counsel 

1201 Main Street, Suite 350 

Columbia, SC 29201 

(803) 734-2288 v 

(803) 734-1276 f 

drobertson@ogc.sc.gov 

 


