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QAU Small Business BBP Initiatives:

In the Dr. Carter Memo “Better Buying Power: Guidance for
Obtaining Greater Efficiency and Productivity in Defense
Spending” dtd 14 Sep 2010 outlined two key Small
Business initiatives:
- Promote Real Competition - Increase dynamic small business
role in defense marketplace competition.
— Improve Tradecraft in Services Acquisition - Increase small
business participation in providing services.

* Dr. Carter memo of 24 Aug 2011: “It is not the sole
responsibility of contracting officers to achieve this goal
(SB) but the collective responsibility of every leader in
your organization who manages a budget & allocates
funds that will go on contract.”
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QAU Small Business Background

* We must do this because :
— Small businesses have led the nation in innovation

— Drives the economy and jobs by hiring over 65% of
all new jobs

- Holds more patents than the nation’s universities and
large corporations combined

- Small businesses can support DoD programs with a
high degree of agility and innovation

— Generally SB have lower overhead costs

- Increases the industrial base, which increases
competition
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QAU FY 2010 DoD SB Goals Information

Description Goal | Performance
Small Business (SB) 22.28% | 20.94%
Small Disadvantaged Business 5% 7.1%
(SDB)
Woman Owned Small Business 5% 3.6%
(WOSB)
Service Disabled Veteran Owned 3% 1.8%
Small Business (SDVOSB)
Historically Underutilized Business | 3% 3%
Zone (HUBZONE)

**FY 11 Goals are the same as FY10. Data provided by DoD OSBP.
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Goals are the same in FY11.

Performance info provided by DoD OSBP



=AU New Rules

FAR 19.203 -- Relationship Among Small Business Programs (PARITY).

* (a) There is no order of precedence among the 8(a) Program
(subpart 19.8), HUBZone Program (subpart 19.13), Service-Disabled
Veteran-Owned Small Business (SDVOSB) Procurement Program
(subpart 19.14), or the Women-Owned Small Business (WOSB)
Program (subpart 19.15).

FAR Part 6.204 -- Section 8(a) Competition and FAR 19.808-1

*+ (a) To fulfill statutory requirements relating to section 8(a) of the
Small Business Act, as amended by Pub. L. 100-656, contracting
officers may limit competition to eligible 8(a) contractors (see
Subpart 19.8).

(b) No separate justification or determination and findings is
required under this part to limit competition to eligible 8(a)
contractors. (But see 6.302-5 and 6.303-1 for sole source 8(a) awards
over $20 million.)
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-Mission Critical Solutions, 4 May 2009. GAO overturned SBA’s parity interpretation.
HUBZONE first.

-March 2, 2010 the Court of Federal Claims released a public copy of a decision it
reached on February 26, 2010.

-Provisions of the Small Business Jobs Act of 2010, as implemented in FAR now allow
for parity among small business contracting programs, enabling the PCO to choose
among a HUBZONE, serviced disabled veteran-owned small business, 8(a), or woman-
owned set asides for contracts > SAP (generally $150k). PCOs need to take advantage
of this flexibility as they monitor their overall SB goals and socio-economic goals.
PCO’s should consult with agency small business specialists regarding buying activity
PROGRESS in meeting Socio-economic goals before making set-aside decisions.

-Also new is the new WOSB program which allows for WOSB set-asides

-FAR 6.303-1 -- Requirements.

(b) The contracting officer shall not award a sole-source contract under the 8(a)
authority (15 U.S.C. 637(a)) for an amount exceeding $20 million unless--

(1) The contracting officer justifies the use of a sole-source contract in writing in
accordance with 6.303-2;

(2) The justification is approved by the appropriate official designated at 6.304; and

(3) The justification and related information are made public after award in accordance
with 6.305.



=AU Small Business Initiatives

+ Use of Government-wide acquisition contracts set aside exclusively
for small businesses
- For information technology-related products and services
+ DoD Office of Small Business Programs (OSBP) developed new tool:
— Small Business Maximum Practicable Opportunity (MAXPRAC)
Analysis tool to assist components to achieve small business
goals
+ http://www.acq.osd.mil/osbp/
« https:/lextranet.acq.osd.mil/osbp/maxprac.html
- The Department of Navy is using MAXPRAC to gain insight in
several areas where they were under performing. MAXPRAC has
allowed them the opportunity to identified areas not seen in prior
years resulting with a potential of increasing small business
opportunities.
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Navy letter reference #7
http://www.acq.osd.mil/osbp/gov/index.shtml#MaxPrac

Note: ‘DoD only’ data website required CAC to access. Go to the ‘DoD only’ website and you
will find a link after the statement “A PowerPoint presentation has been developed to
provide an introductory tutorial for using MaxPrac.”

Small Business Maximum Practicable (MaxPrac) Opportunity Analysis Model

MaxPrac is an analytic methodology which uses Federal Procurement Data System (FPDS)
acquisition data to identify potential opportunities for increased small business participation in
unclassified contract awards.

There are two separate versions of MaxPrac: One is based on ‘DoD only’ data and the other is
based on the federal civilian agencies as a collective whole.

The result sets produced by MaxPrac are listings of organization/NAICS combinations which
significantly underperformed in small business (SB) participation in the prior fiscal year
compared to either DoD or to the federal civilian agencies as a collective whole in the same
NAICS.

The results produced by MaxPrac make a statistically compelling argument for increased SB
participation. However, there are valid reasons why increased SB performance within some
organization/NAICS combinations, as identified by MaxPrac, may not be realized. MaxPrac is
simply a way to identify NAICS within an organization in which SB performance is subpar in
comparison to a higher level in the organization’s hierarchical chain in the same NAICS.
Additional investigation and market research will be required for each organization/NAICS
combination identified by MaxPrac to determine whether or not increased SB participation is
possible.



=AU Small Business Initiatives

+ Market Research tools are:
— GSA Schedule Website focused on SB contracting:
» http://www.gsa.gov/portal/content/202261
~ GSA Alliant Small Business:
» http://lwww.gsa.gov/portal/content/104964

— GSA 8(a) Streamlined Technology Acquisition Resources for Services
(STARS)

« http://www.gsa.gov/portal/content/104853 (expires Nov 2011)

- (GSA 8(a) Streamlined Technology Acquisition Resources for Services
Il (STARS II)

» (http://'www.gsa.gov/portallcontent/105243
— GSA Veterans Technology Services (VETS)
* http:/lwww.gsa.gov.portal/content /104996

- HHS Chief Information Officer- Solutions and Partners 3 Innovations
(CIO SP3) Small Business (expected this year)

« www.nitaac.nih.gov

12 Jan 12 Learn. Perform. Succeed. 8

AT&L 14 July 2011 Memo “Use of Government-wide Acquisition Contracts Set Aside
Exclusively for Small Businesses” plus additional website not in memo (first link)



QAU Small Business Initiatives

* DPAP Memo Increase Dynamic Small Business Role in
the Defense Marketplace dtd 27 Jun 2011

- Emphasis on acquisition planning with Small Business Specialists
and review of subcontracting plan

+ Senator Landrieu letter to SECDEF dtd 2 September 2011

— Senate Committee on Small Business & Entrepreneurship interest
areas:

.
.

12 Jan 12

Use of Bundling and its effect on Small Business
Reliance on Large primes to use Small Business effectively

Actual use of Small Business as promised by Large primes in
proposals (Small Business Participation)

Include Small Business Specialists in acquisition strategy and
planning

Small Business education/training for both Contracting and Program
Manager career fields

Prompt payment to Small Businesses by Large Primes
Protect Small Business intellectual property in DoD
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QAU What we should be doing

+ Small Business and Market Research needs to be done
early in acquisition cycle and through the life of the
program/services.

— Review future acquisition requirements at least
annually with the SB specialist to assist in identifying
procurement opportunities for SB.

* Increase Small Business Participation In Providing
Services
- Requires OSD Office of Small Business Programs to

review acquisition plans for services acquisitions
exceeding $1B and to be members of the OSD peer
reviews of services acquisitions

* Encouraging the use of Multiple Award/IDIQ contracts
among small businesses, where suitable
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Notes:

June 27 2011 OSD (AT&L) Memo Increase Dynamic Small Business Role in the Defense
Marketplace — PCOs should use market research to identify the capabilities of SB & new
entrants into the marketplace.

Market Research engagement for SB is described in OSD AT&L memo 24 Aug 2011

If Market Research supports Large Business, then where are strengths/value that SBs
can provide as subcontractors?

Peer reviews are described in DFARS 201.170, Peer Reviews and PGl 201.170-4
Administration of Peer Reviews, OSD AT&L memo 29 Sep 2008: Peer Reviews of
contracts for Supplies and Services)

Use of Multiple Award Contracts is stated in OSD AT&L Memo 03 Nov 2010 under
Improve Tradecraft in Services Acquisition

10



=AU What we should be doing

* Focus on Industries where Small Businesses
excel to meet FY 2011 goal of 22.28% SB
contracting goal

+ Correct identification of North American Industry

Classification System (NAICS) Codes are
instrumental in the RFP process

* The chart on the next page represents 25 NAICS
codes for SB in FY 2010 which represented more
than 60% of small business dollars
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OSD AT&L memo 24 Aug 2011 Increasing SB Procurement in Critical 4t Quarter

NACIS code based procedures are outlined in FAR 19.102, Size Standards. The NAICS
codes indentifies the size standard SBA establishes for that industry; and specifies the
size standard in the solicitation so that offerors can appropriately represent themselves
as small or large.

PCO should designate the NAICS and size standard that describes the principal purpose
of the product or service
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Deollars

NAICS obligated in FY
Rank | Code NAICS Description 2010
1 236220 | Commercial And Institutional Building Construction $10.620.087.697
2 541519 | Other Computer Related Services $5.637.643.071
3 541330 ineering Services $5.319.396.679
Research And Development In The Physical, Engineenng,
4 541712 | And Life Sciences (Except Biotechnology) $4.515.793.509
5 237990 | Other Heavy And Civil Engineering Construction $2.081.847.361
Adoumstrative Management And General Management
6 541611 | Consulting Services $2,738.430.374
7 561210 | Facilities Support Services $2,738.127.685
Re h And Develop In The Physical, Engineering,
8 541710 | And Life Sciences $2.392.756.418
9 541511 | Custom Computer Programming Services $2.097.261.546
10 541512 | Computer Systems Design Services $2.055.145.963
11 562910 | Remediation Services $2.038.197.467
Other Aircraft Parts And Auxiliary Equipment
12 336413 | Manufacturing $2.025.692.200
Lessors Of Nonresidential Buildings (Except
13 531120 | Miniwarehouses) $2.014.779.208
14 336611 | Shup Building And Repainng 51.564.475.249
15 517110 | Wired Telecommunications Camers $1.333.262.084
16 237310 | Highway. Street. And Bridge Construction $1.328.728 238
17 334111 | Flectronic Computer Manmufacturing $1.224 384 741
Petroleum And Petroleum Products Merchant Wholesalers
18 424720 | (Except Bulk Stations And Terminals) $1.189.771.939
19 541513 | Computer Faciliies Management Services $1.154.804.550
20 236210 | Industrial Building Construction $1.034.794.513
Other Apparel Accessories And Other Apparel
21 315999 | Manufacturing $1.002.839.168
Radio And Television Broadcasting And Wireless
22 334220 | Commmnications Equipment Manufacturing $1.000.090.221
23 561612 | Secunty Guards And Patrol Services $939.188.085
24 541990 | All Other Professional. Scientific. And Technical Services $890.585.058
25 541930 | Translation And Interpretation Services $888.807 448

12
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Subcontracting Plan Requirements

12 Jan 12 Learn. Perform. Succeed.
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P2 DoD Subcontracting FYs 2000-2010

(Dollars in Billions)

Data Source: Small Busi A ation
SB SDB HUBZone WOSE I SDVOSB

Fr SB-Elig SB SB % SB SDB (SDB|SDBJ HUB [HUB| HUB § WOSB|WOSE l SDVOSB|SDVOSE |SDVOSE

Dollars §Doll Goal % |GoaljDollars| % |Goal I % | Goal § Dollars % Goal
2010 s1395 3522 |374%(317% ] 69 |49%|50% ) $34 |24%| 30% [ BT | 62% | 50% 526 1.9% 0%
2009 51445 5485 |342%(372%Q S6.0 |4.1%)|50% 3.0 |2.0%| 3.0% s8.1 56% | 50% 520 1.4% 3.0%
2008 S160.7 5509 |31.T%(IT2%Q 559 |2T%|50% 530 |1.9%| 3.0% 58.4 53% | 5.0% 516 1.0% 3.0%
00T s1283 $46.1 |359%(350% ] 355 |4.3%|50%f S22 |1.7%| WA 6.9 54% | 5.0% 1.1 0.8% 3.0%
2008 S108.7 $30.6 |37.2% (35.0% 851 |4.8% ) 5.0% $1.8 | 1.7%| NA s58 55% | 5.0% 0.7 0.7% 3.0%
2005 s1211 5437 |381%[420% ] 554 [4a%|s50%] s14 [12%| NA 360 | 49% | 5.0% 505 0.4% 3.0%
2004 s1018 352 |345% (4200 ) S4.1 S1.1 | 11%| NA $50 4.9% | 5.0% 504 0.4% 3.0%
2003 586.5 S320 |37.0%|400%Q S41 |4.7%)|50% S0.9 |1.0%| MNA 54.2 48% | 50% 503 0.3% 3.0%
002 §7T55 5258 |34.1%|40.0% 335 |46%)50% 06 |[0T%| NA 203 43% | 5.0% 0.2 0.3% 30%
2001 560.5 S235 |38B%(41.1% ) 530 |4.9%|50%QN S0.3 |0.5%| NA 2.5 41% | 50% 501 01% NA
2000 554.9 S21.8 |39.4% (41.1% 530 |54%)50% $02 |D3%| NA 523 43% | 5.0% WA MNA A

12 Jan 12

Leaiil FEHiuniL SuLLEey,

* HUBZone subcontracting program does nat require a DoDwwide goal but requires the negotiation of HUBZone goals in all DoD contracts and subcontracts that
require “Small Business Subcontracting Plans ©

14

Chart came from DoD OSPB
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QAU Subcontracting Plans
Regulatory Requirements

Authority

« Section 8(d) SB Act — 15 USC 637(d): SB have max practicable opportunity to
participate in contract performance consistent with efficient performance

« Section 15(g) SB Act — 15 USC 644(g): Gov't wide goals for SBs (prime contracts
and subcontracts)

Regulations

FAR 19.7 / DFARS 219.7, SB Subcontracting Program

FAR 52.219-8, Utilization of SBs

FAR 52.219-9 / DFARS 252.219-7003, SB Subcontracting Program (Deviation)
FAR 52.219-16, Liquidated Damages

DFARS 252.219-7004, Test Program (Deviation)

L]
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FAR 52.219-8 Use in Contracts expected to exceed SAT ($S150K)

11 elements of the Subcontracting Plan — FAR 19.704 and FAR 52.219-9 Small Business
Subcontracting Plan

15



’ Subcontracting Plans
x\V

Requirements

« Contracts > $650K ($1.5M construction) AND subcontract opportunities exist
When? |+ Modifications > $650K ($1.5M construction) with new work AND subcontract
opportunities exist
* Multi-year contracts / contracts with options
» Cumulative value of base contract & all options
» SEPARATE goals for base & each option
Who? | ALL other than SB May also include:
+ LBs + Public Utilities
+ State & local gov't + Educational institutions
» Non-profit organizations + Foreign-owned firms
When |+ From SBs « Mods to contracts in general scope of contract
Not? |- Personal services that do not contain FAR 52.219-8 (or equal
+ Contracts / mods performed prior clauses)
entirely outside US & + If no subcontract opportunities (approval
outlying areas required at level above CO / placed in
contract)
12 Jan 12 Learn. Perform. Succeed. 16

19.702 -- Statutory Requirements.

Any contractor receiving a contract for more than the simplified acquisition threshold must agree in the contract
that small business, veteran-owned small business, service-disabled veteran-owned small business, HUBZone small
business, small disadvantaged business, and women-owned small business concerns will have the maximum
practicable opportunity to participate in contract performance consistent with its efficient performance. It is further
the policy of the United States that its prime contractors establish procedures to ensure the timely payment of
amounts due pursuant to the terms of their subcontracts with small business, veteran-owned small business,
service-disabled veteran-owned small business, HUBZone small business, small disadvantaged business, and
women-owned small business concerns.

(a) Except as stated in paragraph (b) of this section, Section 8(d) of the Small Business Act (15 U.S.C. 637(d)) imposes

the following requirements regarding subcontracting with small businesses and small business subcontracting plans:

(1) In negotiated acquisitions, each solicitation of offers to perform a contract or contract modification, that
individually is expected to exceed $ 650,000 ($1.5 million for construction) and that has subcontracting possibilities,
shall require the apparently successful offeror to submit an acceptable subcontracting plan. If the apparently
successful offeror fails to negotiate a subcontracting plan acceptable to the contracting officer within the time limit
prescribed by the contracting officer, the offeror will be ineligible for award.

(2) In sealed bidding acquisitions, each invitation for bids to perform a contract or contract modification, that
individually is expected to exceed $ 650,000 ($1.5 million for construction) and that has subcontracting possibilities,
shall require the bidder selected for award to submit a subcontracting plan. If the selected bidder fails to submit a
plan within the time limit prescribed by the contracting officer, the bidder will be ineligible for award.

219.706 Responsibilities of the cognizant administrative contracting officer.

(a)(i) The contract administration office also is responsible for reviewing, evaluating, and approving master
subcontracting plans.

(ii) The small business specialist supports the administrative contracting officer in evaluating a contractor's
performance and compliance with its subcontracting plan.

219.708 Contract clauses.

(b)(1)(A) Use the clause at 252.219-7003, Small Business Subcontracting Plan (DoD Contracts)--

(1) In solicitations and contracts that contain the clause at FAR 52.219-9, Small Business Subcontracting Plan.

16
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Evaluation of small business participation

12 Jan 12

in DoD source selections

Learn. Perform. Succeed.
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QAU Evaluation of SB Participation

* Acquisition strategies should achieve maximum
practicable opportunity for SBs to be primes or
subcontractors:

- Market research must address SB participation at the
prime and subcontract level

- For unrestricted acquisitions source selection
evaluation must include a separate factor for SB

participation and past performance as it relates to SB
utilization

— Outline plan for measuring the achievement of
socioeconomic goals and evaluating performance as it
relates to SB utilization

12 Jan 12 Learn. Perform. Succeed. 18

-OSD AT&L memo BBPi: Under Promote Real Competition 14 Sep memo

-OSD AT&L memo 4 Mar 2011: Department of Defense Source Selection
Procedures

-FAR 15.304(c)(3)(ii) and (5 ) - Both of these involve bundling and are statutory
Evaluate past performance for subcontracting

Include SB participation as an evaluation factor for solicitations involving
bundling

-DFARS 215.304(c)

SB participation shall be evaluated in best value source selections when
a subcontracting plan is required

-DFARS 215.305
Evaluate past performance regarding SB participation

18



EAU Evaluation of SB Participation

« DFARS PGl 215.304 provides example evaluation
criteria:
- Extent to which SB firms are specifically identified in
proposals
— Extent of commitment to use such firms

— Complexity and variety of work small firms are to
perform

— Realism of the proposal

- Past performance of complying with subcontracting
requirements

- Extent of participation of SB firms in terms of the value
of the total acquisition

12 Jan 12 Learn. Perform. Succeed.
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QAU Conclusion

* As a result of implementing small business
initiatives, we gain the benefit of a more
affordable, quality product and/or service to the
warfighter, while achieving the government’s
small business and competition goals.

 Small Business initiatives increase our industrial
base, and spur economic growth to strengthen
our nation

12 Jan 12 Learn. Perform. Succeed.
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Backup Charts
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P2AL)  Additional Tools and Instructions
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Federal Procurement Data System - Next Generation search to find
agencies that buy similar products/services to identify new vendors,
https://www.fpds.gov/fpdsng _cms/

Dynamic SB Search to ID all SB capable of performing a contract,
http://dsbs.sba.gov/dsbs/search/dsp_dsbs.cfm

DoD OSBP website, http://lwww.acq.osd.mil/osbpl/index.html

SBA website, http://lwww.sba.gov/

DoD MAXPRAC Tool, http:/lwww.acq.osd.millosbp/ and
hitps:/lextranet.acq.osd.mil/osbp/maxprac.html

GSA website, www.gsa.gov

Veterans Affairs website, http://www.vetbiz.gov/

Electronic Subcontractor Reporting System (eSRS), http://www.esrs.qov/
System for Award Management (SAM) https://acquisition.gov/SAM/sam.html
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