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    GAO 2012 Report to Congress 

VA’s Non-Compliance Under Increased Scrutiny  
     

Aldevra and Kingdomware continue to protest VA solicitations where SDVOSBs 

are not considered first in contracting priority. There have been 23 sustained GAO 

decisions to date. This means GAO agrees with SDVOSB companies that the VA 

should consider SDVOSBs first. This does not mean that an SDVOSB wins a 

specified contract, but GAO agrees that, according to PL 109-461, SDVOSB must be considered first. It 

means that SDVOSB are being denied billions in potential contract opportunities. According to VA, executive 

branch agencies are not mandated to obey GAO’s recommendations (see SDVOSB Loses Suit, page 9). 

  In addition, VA no longer submits a complete agency report in response to protests and, in several cases, 

purchases items regardless of the fact that the requirement is being protested. GAO general counsel reported 

these issues to the chairmen and ranking members of eight Congressional committees in March 2012 with no 

response from the Congressional Committees.  

  Most recently, a VA agency report indicated it would not consider SDVOSBs first even in open mar-

ket small business set asides. This is new since previously the issue was about SDVOSBs before GSA 

schedules. GAO says it is not the enforcer. It's up to Congress to pass a new law, the White House to enforce 

the existing law, or Federal Court to uphold it. 

  This November 13 letter responds to the requirements of the Competition in Contracting Act of 1984. Each 

instance in which a federal agency did not fully implement a GAO recommendation must be reported to  

          Continued coverage page 3 
 

     

 

 

“The VA's January 4  [2012] letter took the position that where FSS proce-

dures are used and an SOVOSB is not an FSS contract holder, the SDVOSB 

is not entitled to any preference under the 2006 VA Act.” 

GAO’s 2012 Report to Congress 



 VA’s ‘Interim Rule’ Update 

The Interim Rule that the Veterans Administration sent for review by the Office of Management and budget 

(see Issue 3.2) has not cleared the review process yet.  Submitted by John R. Gingrich, VA Chief of Staff, on 

January 18, 2012, contends that the Interim Rule “clarifies” VA purchasing priorities with respect to the 

‘Veterans First’ (PL 109-461). The interim rule placed businesses on a federal supply schedule above 

SDVOSB/VOSB in contracting opportunities. 

  This rule for priority among set-asides is in direct conflict with the 2006 mandate that gives SDVOSB and 

VOSB priority for set-aside contracts within the VA procurement system. The Veterans Benefits, Health Care, 

and Information Technology Act of 2006 (PL 109-461), directs the VA to conduct market research to deter-

mine if two or more SDVOSB can complete the terms of the contract before contracting with any other ven-

dor. The mandate does not award the contract to SDVOSB or VOSB. 

  The Javits-Wagner-O’Day Act (JWOD or ‘Ability One’), gives priority to blind and severely disabled busi-

ness concerns in federal procurements. Express language in PL 109-461, however, indicates that SDVOSB 

preference ‘shall’ be awarded ‘regardless of any other provision of law.’       

  In addition, this ‘Interim Rule’ finalizes the priority of FSS vendors over SDVOSB. VA spent $3.26 billion 

last year with FSS vendors, a group of preselected companies that often provide bulk purchasing discounts,  

according to an October 2010 VA report. Competition with FSS virtually assures that SDVOSB cannot com-

pete in the VA procurement market.   ——————- 

Below is the response VetLikeMe received from OMB concerning the Interim Rule: 

“May 21: 
 

RIN: 2900-AO23  <http://www.reginfo.gov/public/do/eAgendaViewRule?pubId=&RIN=2900-AO23> 

May 21: 

Received Date: 01/20/2012 

 

Title: Service-Disabled Veteran-Owned and Veteran-Owned Small Business Acquisition Program;  

Agency/Subagency: VA; Stage: Interim Final Rule;  

Legal Deadline: None;  

Economically Significant: No; International Impacts: No  

Affordable Care Act [PPACA, P.L. 111-148 & 111-152]: No  

 

Hi Hardy, 

 

Thanks for your query. On background, we do not comment on rules under review; under Executive Order 

12866, OIRA has 90 days to review rules, which can be extended.  Updated information on the status of these 

rules can be monitored at: www.reginfo.gov. Under the Regulatory Review tab, click Search, you will then be 

redirected to the page Search of Regulatory Review. Enter 2900-AO23 in the RIN field and then press search. 

The status of the rule will appear.” 

The Interim Final Rule review deadline has been extended, according to OMB. 
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GAO Report, from page 1 

Congress. Including internal distribution (agency-to-agency), the following Congressional Committees re-

ceived a copy of the November 13, 2012 letter: 

U.S. Senate Committees: Appropriations, Armed Services, Homeland Security and Governmental Af-

fairs, Small Business and Entrepreneurship. House of Representative Committees included:  Appropria-

tions, Armed Services, Oversight and Government Reform, and Small Business. 

  In a separate letter dated March 30, GAO recommended that the VA re-solicit contract opportunities pro-

tested by Kingdomware Technologies, Aldevra, and Crosstown Courier Service, Inc. 

  As explained in the March 30 letter, GAO sustained the protests finding that the VA's use of General Services 

Administration Federal Supply Schedule (FSS) procedures, without first considering whether two or more ser-

vice-disabled veteran-owned small business (SDVOSB) or veteran-owned small business (VOSB) concerns 

were capable of meeting the agency's requirements at a reasonable price, was contrary to the Veterans Bene-

fits, Health Care, and Information Technology Act of 2006,38 U.S.C. §§ 8127-8128 (2006). 

  “Since the three occurrences prior to March 30, 2012, twenty-three protests have been filed by Aldevra and 

Kingdomware Technologies, raising the same issue reported in March 30. GAO sustained these protests as 

well, essentially repeating the analysis from prior decisions addressing the issue.” 

 

Read the full GAO report:  http://www.gao.gov/assets/650/649957.pdf 

 

...from Hank Wilfong: 

KILLING TIME, WAITING FOR IT TO BE OVER…    

“IT”  is the National Election.  

We  sit here, wanting to WRITE and TALK, but leery for fear of upsetting fragile  egos and emotionally 

twisted up folk. We’re not gonna talk about WHO will win.  We know that someone will win- and that some-

one will be the President for the  next term, or two. WE  business folk will continue to do business. WE will 

still be the engine that  drives the American economy. WE must, therefore, be prepared to do what we do.  WE 

do business. No  matter who wins, and no matter what “they” claim, the President is just a part  of the equa-

tion. The Congress will Legislate. And the Supreme Court will decide  whether things are legal or not, if it gets 

that is necessary.  

 Civil  Rights and Women Rights and Affirmative Action will be tweaked by the Congress  and the Ad-

ministration, but the Supreme Court is there to decide, when  differences arise. Sequestration  will have to be 

dealt with. And, no matter who sits in the White House or in  Congress, it is NOT gonna go away-not peace-

fully and quietly. It and a number of  things are gonna affect how WE do business. Get prepared for  it.  
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SDVOSB Set-Aside Preferences:  

Beyond Aldevra 

 

 

by Steven Koprince  

 

 

As the seemingly 

never-ending battle 

between Aldevra and 

the VA enters its sec-

ond year, it is impor-

tant for service-

disabled veteran-

owned small busi-

nesses to remember that SDVOSB set-aside prefer-

ences are not limited to the VA.  If a non-VA procur-

ing agency fails to properly consider a SDVOSB set-

aside, this matter can be successfully protested to the 

GAO. 

 

SDVOSBs have a certain degree of priority 

even outside of the VA.  FAR 19.203(c) states that 

for acquisitions of supplies or services above the 

simplified acquisition threshold, the contracting offi-

cer “shall” consider a SDVOSB, HUBZone, 8(a) or 

Women-Owned Small Business set-aside prior to 

issuing a solicitation as a small business-set aside.  

The SBA’s government contracting regulations con-

tain a similar requirement.  See 13 C.F.R. § 125.19.   

 

In other words, it is contrary to law for an 

agency to issue a small business set-aside without 

first considering a SDVOSB set-aside.  And, of 

course, it remains improper under FAR 19.502-2(b) 

for an agency to issue an unrestricted procurement 

without first considering a small business set-aside.  

For non-VA procurements, this “cascading” procure-

ment system places SDVOSBs on equal footing with 

8(a), HUBZone and WOSB companies, but priori-

tizes SDVOSBs over “ordinary” small businesses 

and large contractors. 

 

The GAO has recently confirmed that it is 

erroneous for a contracting officer to issue a small 

business set-aside solicitation without first conduct-

ing reasonable market research to determine whether 

a SDVOSB set-aside is appropriate.   

 

The GAO’s decision in Split Rock, Inc.–Costs, 

B-404892.2 (June 25, 2012), involved a Defense In-

formation Systems Agency solicitation for informa-

tion manager engineering support services.  DISA 

originally issued the solicitation as a small business 

set-aside.  Split Rock, Inc., a SDVOSB, filed a GAO 

bid protest, arguing that DISA should have consid-

ered a SDVOSB set-aside before issuing the contract 

as a small business set-aside.  DISA responded by 

arguing that under 13 C.F.R. § 125.19, a contracting 

officer could–but need not–consider a set-aside for 

SDVOSBs, HUBZone participants, or 8(a) program 

participants before issuing a small business set-aside 

contract.   

 

The GAO noticed a flaw in DISA’s reason-

ing: one month before the solicitation was issued, the 

SBA had amended its regulations to require that a 

contracting officer consider a SDVOSB, 8(a) or 

HUBZone set-aside before setting-aside the require-

ment for small businesses.  DISA had been relying 

on an outdated regulation.  After being apprised of 

its error, DISA agreed to take corrective action, stat-

ing that it would conduct market research to deter-

mine whether a SDVOSB, HUBZone, or 8(a) set-

aside was appropriate. 

 

Although the VA has special SDVOSB set-

aside obligations, current law requires other procur-

ing agencies to give SDVOSBs priority over 

“ordinary” small businesses and large companies.  

SDVOSBs bidding on non-VA procurements should 

keep Split Rock in mind, and be prepared to chal-

lenge a small business set-aside if the agency does 

not appear to have fully considered whether a 

SDVOSB set-aside is warranted.   

 

 

 

http://smallgovcon.com/author/stevenkoprince/
http://www.gao.gov/assets/600/591919.pdf
http://www.gao.gov/assets/600/591919.pdf
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VA Contracting Flowchart 

Below is a graphic rendering of how the Veterans Administration has mutated the Veterans 

First program (109-461).  SDVOSB and VOSB that do not have a Federal Supply Schedule 

(FSS) don’t pay the Industrial Funding Fee (IFF) that VA charges all contract awardees.  Funds 

from the IFF are then funneled into the “VA Supply Fund.”                                                                     

Resources from the VA Supply Fund finance important VA programs, such as bonuses and 

“Holiday Pay” for VA’s Senior Executive Service employees. It follows, then, that if capable 

SDVOSB or VOSB are not on the FSS, they don’t pay the IFF, and nothing gets funneled into 

the VA Supply Fund. If you’re not on the FSS,  you’re on your own. As it stands now, few 

SDVOSB are on the FSS...and very few SDVOSB are awarded VA contracts.     
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California Dreaming?  

Editorial               

On November 14, the case challenging the VA’s refusal to follow PL 109-461 came before Judge Nancy Fire-

stone in Federal District Court in Washington, DC. VA Attorney Dennis Foley argued VA’s case in his signa-

ture style — yes, that style spiced with outbursts and interruptions. Tim Power represented Kindomware, the 

plaintiff.  The judge  indicated she would render a decision ‘soon.’ And she did — a negative one for 

SDVOSB, on November 27. 

This decision is the key component of the argument that SDVOSB have with VA. We’ve all seen this legisla-

tion ad nauseum, but it bears restating again and again and again until the VA follows the law and is held ac-

countable by a higher government entity.    

PL-109-461: “SEC. 503. DEPARTMENT OF VETERANS AFFAIRS CONTRACTING PRIORITY 

FOR VETERAN-OWNED SMALL BUSINESSES. 

(a) PRIORITY FOR VETERAN-OWNED SMALL BUSINESSES.— 

(1) IN GENERAL.—Subchapter II of chapter 81, as amended by section 502 of this Act, is further amended 

by adding at the end the following new section: 

‘‘§ 8128. Small business concerns owned and controlled by veterans: contracting priority ‘‘(a) CON-

TRACTING PRIORITY.—In procuring goods and services pursuant to a contracting prefer-

ence under this title or any other provision of law, the Secretary shall give priority to a 

small business concern owned and controlled by veterans, if such business concern also meets 

the requirements of that contracting preference. ‘‘(b) DEFINITION.—For purposes of this section, the term 

‘small business concern owned and controlled by veterans’ means a small business concern that is included in 

the small business database maintained by the Secretary under section 8127(f) of this title.’’. 

Here’s VA’s thinking:  ...we are meeting our contracting goals with SDVOSB AND VOSB by far, so that must 

exempt us from the specifics of 109-461 Section 503. 

This is indeed true that VA has met its goals year in and year out, but then again, why shouldn’t VA be sup-

porting veteran owned business and providing jobs to veterans? It is the Veterans Administration, right? VA 

contends—since they are meeting the goals—that Public Law 109-461 is a moot issue. Not so.  The letter of 

the law must prevail.  ~~ 

  

 

 

 

 

     

            

 

       

 

 

  

  

“Perhaps the incoming 113th Congress will challenge VA on this critical issue to 

SDVOSB and VOSB. Let’s pressure Congress...  

we’ve got everything to gain and nothing to lose.”  

 



Featured Interview: 

Rhett Jeppson: SBA’s Director of Veteran Business Development  

VLM interviewed Mr. Jeppson in November from Washington 

 

VLM:  What do you see as the biggest challenge as Associate Administrator SBA Office of Veterans 

Business Development? 
 

OVBD’s biggest challenge is creating more opportunities for Veterans. It means making sure they have 

more access to capital to establish a small business, or to grow an existing business, and to hire workers.   

We have wonderful programs that focus on outreach, training and counseling for Veterans who are in-

terested in starting or growing a small business.  For example, we recently launched “Boots to Business” 

to provide entrepreneurial training to returning members of the services who are transitioning out of 

the service. Online, the place to go to see what we’re doing is www.sba.gov/vets and www.sba.gov/

reservists. 

 

VLM:  What do you believe is the role that small business can play in society today? 

 

Small Business is the engine of economic growth and the principal employer and creator of net new jobs 

in the United States.  Small businesses knit Americans together.  They are the cornerstone of the eco-

nomic and social fabric of small town America.  In terms of veterans, 10 percent of all small businesses 

in the United States are Veteran-owned. 
 

VLM:   The government-wide contract set-aside ‘goal’ for SDVOSB is 3% of total agency procurement 

dollars. According to most recent SBA data, the federal government nearly met the small business goal 

of 23% of all federal procurement dollars. The government fell short by about 3% for small business 

overall and by SDVOSB by .85%, a tremendous improvement over past years.  
 

The Administration and Congress support expanding Opportunities for Service Disabled Veterans to 

compete for and win federal contracts.  The Small Business Jobs Act established “parity” between ser-

vice-disabled veterans and other groups of small business owners in federal contracting.  Parity should 

lead to increasing government contracting opportunities for Service-Disabled Veteran Owned Small 

Businesses (SDVOSB), helping agencies achieve the governmentwide 3 percent SDVOSB goal.  As part 

of the Small Business Jobs Act, SBA also is developing a Mentor-Protégé Program for Service Disabled 

Veteran Owned Small Businesses.   

 

We are expanding our outreach to service-disabled veterans with a new online contracting tutorial to 

help veterans and military spouses who own small businesses identify and take advantage of federal con-

tracting opportunities.   

 

SBA worked with contracting officers and veteran-owned small businesses in FY 2010 to deliver the 

highest-ever percentage of federal contracts to service-disabled, veteran-owned small businesses, total-

ing $10.4 billion.  In FY 11, service-disabled, veteran-owned businesses received $11.2 billion in federal 

contracts. And it is improving year-by year. In FY 2009, SDVOSBs won 1.98 percent of contracts. In FY 

2010, it was 2.49% percent. In FY 2011, it reached 2.65 percent.   
 
 

           Jeppson, cont. page 13 
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 President’s Interagency Task  

                        Force on Veterans Business Development   

Mr. Joe Wynn recently provided this report of SBA’s veteran business Task Formed in 

2011 by President Obama: The Task Force convened on November 1. 

What many thought was going to be a roundtable discussion on past and future actions on 

the Interagency Task Force on Veterans Business Development turned out to be a brief-

ing by Ms. Johns and Rhett Jeppson on what SBA have been working on to address the 

needs of veterans starting a business and those in need of access to capital.     

 

In addition, each of us were presented with a copy of briefing slides that have not yet  

been released to the public which showed some statistics on veteran small businesses                Marie Johns 

which can also be viewed in the SBA Office of Advocacy's report that was published earlier this year. The 

slides also provided a brief overview of the Interagency Task Force on Veterans Small Business Develop-

ment and how SBA had addressed about 5 of the 18 recommendations that the Task Force reported to the 

President back in Nov 2011. (See copy of attached Nov 2011 Task Force report for details). 

                                                                   

      http://tinyurl.com/b78epnl      
                                                               

In the Nov 2011 report, the 18 recommendations were sorted into 4 categories: (1) Increased Opportunities 

for Growth; (2) Improve and Expand Counseling and Training; (3) Reduce Barriers to Growth While Im-

proving Coordination and Efficiencies; and (4) Other Priority Recommendations.  

 

Under Increased Opportunities for Growth - Ms. Johns stated that SBA had increased the number of loans to 

veterans through the Patriot Express Loan program; created a new QuickApp for surety bonds to make it eas-

ier and faster to compete for contracts; and created an online tool to help Vets and contracting officers learn 

about federal procurement called GC Classroom. Planned activities under this category included (1) making 

        Interagency Task Force continued next page  

 

 

 

 

 

The definition of insanity is repeating 

the same actions with an expectation of 

different results.   

  Anonymous   
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Interagency Task Force, from page 8 

  

the Patriot Express Loan Program permanent; (2) 

hosting Veteran Economic Forums; (3) and develop-

ing Vet-focused outreach materials.                                                      

 

Valerie Lewis stated that she was working with a 

veterans group out of California that had filed a law-

suit against the VA for violating the Vets First policy 

under PL 109-461. She also stated that she believed 

that the court would issue a ruling in favor of veteran 

business owners by next Spring. Charles Baker com-

mented that Veteran business owners are being de-

nied the opportunity to succeed in federal contracting 

due to the problems that exist within the federal pro-

curement system. Charles also stated that he believes 

that many Veteran business owners are forced to op-

erate as 'pass-throughs' in order to remain profitable. 

 

Ms. Johns responded to many of the comments by 

first clarifying that the meeting was not an Inter-

agency Task Force meeting so other agencies were 

not invited. She then stated that the purpose of the 

meeting was to brief us on the progress being made 

by SBA to assist Veteran business owners and to col-

lect recommendations for future programs and ser-

vices.  

 

Following additional remarks regarding other SBA 

service recommendations, Ms. Johns stated that she 

would convene another meeting soon to discuss is-

sues with the federal procurement system. The 1:30 

pm meeting was then adjourned at 3 pm.  

 

In closing, I would like to point out that the Ms. 

Johns and the Interagency Task Force on Veterans 

Business Development are required to submit their 

second report to the President this month. Its unclear 

at this time, what recommendations will be included 

in the 2012 report since there does not appear to be 

many accomplishments since the 2011 report. 

 

 

 

 

 

 

 SDVOSB Case Decided in 

Favor of VA 
 

(Washington, DC -- SDVOSB News Services, No-

vember 27, 2012) — One of the recent cases against 

the Veterans Administration (VA) for not adhering to 

PL 109-461, which mandates that all VA contracting 

opportunities be set-aside for SDVOSB, was adjudi-

cated yesterday in favor of the VA. The case was de-

cided by Judge Firestone in the Court of Federal 

Claims in Washington, DC. 

 According to court transcripts obtained by Vet-

LikeMe, Judge Firestone ruled against SDVOSB on 

every count, including 109-461, indicating that the 

VA’s policy of setting contracting goals for SDVOSB 

was sufficient to comply with PL 109-461, and that 

market research to determine if two qualified 

SDVOSB could meet the terms of the solicitation is 

unnecessary. 

This ruling now sets contractors on the Federal Sup-

ply Schedule (FSS) above companies certified as 

SDVOSB. The Secretaries’ established goals (for 

SDVOSB contracts) shall be sufficient to comply 

with the mandates of PL 109-461, according to the 

ruling. Excerpts from the decision: 

 

 “Plaintiff’s protest centers on whether, un-

der § 8127(d) of the 2006 Act, VA is re-

quired to conduct market research to deter-

mine if VA procurements should be set 

aside for SDVOSBs or VOSBs before VA 

acquires supplies and services using the 

FSS. Section 8127 of the 2006 Act reads, 

in relevant part: 

       Contracting goals.-- (1) In order to increase con    

tracting opportunities for small business con-

cerns owned and controlled by veterans and 

small business concerns owned and controlled by 

veterans with service connected disabilities  

(SDVOSB Lose in Court of Federal Claims, cont. 

page 10) 
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VLM has featured unvarnished national news and editorial opinion concerning the SDVOSB community 

since Nov. 2009. From the beginning we’ve operated in the red, but this publication will always be free. 

We hope VLM keeps the SDVOSB community informed so that 

decision makers are pressured to provide increased federal contract-

ing opportunities for those of us injured while serving our country.  

VetLikeMe Sponsors: 

Aldevra, Portage, MI 

All Season’s Apparel, Post Falls, UT 

Blackhorse Worldwide, LLC, Overland Park, KS 

Heroes Villages, WestPort, CT 

Petefish, Immel, Heeb & Hird, LLP, Lawrence, KS 

Vetrepreneur, LLC, Reston, VA 

   For sponsorship opportunities, contact Hardy Stone  301-845-1330 
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SDVOSB Lose in Federal Court, (from page 9) 
        

       the Secretary shall-- 

...(B) establish a goal for each fiscal year 

for participation in Department contracts 

(including subcontracts) by small busi-

ness concerns owned and controlled by 

veterans with service-connected disabili-

ties... 

The goal for a fiscal year for participa-

tion … shall be determined by the Secre-

tary…” 

    

This decision is a setback for SDVOSB, coming on the 

heels of dozens of sustained bid protests by the Govern-

ment Accountability Office (GAO). Attorneys within 

the SDVOSB community indicated that the case would 

be handed up for re-consideration or appeal.  

# 

VetLikeMe is produced by BluePoint Productions, Walkersville, 

Maryland. For further information, contact Hardy Stone, 301-845-

1330. 
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       Sequestration and Small Business: First Off The Fiscal Cliff 

Devon Hewitt, Protorae Law 
It may seem obvious, but it bears repeating: small firms typically are more vulnerable to 

changes in the economy than large ones. They have fewer financial resources, smaller business 

backlogs, and narrower profit margins. As a result, they are less able to sustain unprofitable 

operations and to reposition themselves in a struggling economy by developing new products or markets. The 

situation is no different for small government contractors. For a number of reasons, sequestration could snuff 

out their participation in the federal marketplace. 

  Services Contracts will be hit hardest. Because sequestration targets agencies’ discretionary spending, it 

will have the biggest impact on their operational budgets. Services contracts are a big part of those budgets. 

The majority of small contractors provide the government with services rather than products because there are 

fewer barriers to entry in the services market than the market for manufactured items or supplies. For supplies, 

a company needs personnel, equipment, facilities, distribution channels, etc. For services, it just needs people. 

But when funds are cut, it is far easier for an agency to eliminate two data processors from a contract than to 

eliminate the production of a wing of a fighter jet. It follows that by cutting services in a greater proportion 

than products, sequestration will affect many more small contractors than large ones. 

  Smaller Contracts are a Bigger Target. In an environment of fiscal austerity, agencies find it easier to ter-

minate or eliminate smaller contracts than larger multimillion-dollar programs. Large programs are generally 

multi-year efforts and require considerable investment by the agency in research and planning before produc-

tion or performance begins. Agencies reasonably will try to ensure that resources already invested do not go to 

waste. By contrast, smaller contractors have smaller contracts that often do not reflect a tremendous invest-

ment by an agency and therefore are easier to eliminate. Agencies also find it easier to terminate or insource 

less complicated or less sophisticated projects such as administrative services, mail room operations, facilities 

management, etc. Contracts that depend on more sophisticated or trained personnel or rely on proprietary proc-

esses or technology cannot easily be replaced. Because most small businesses do not have the operating capital 

starting out to perform complex contracts, they tend to chase smaller, less sophisticated requirements.  Agen-

cies will target these smaller, simple contracts first in a funding crisis.  

  The pie is dwindling. A smaller federal contract pie after sequestration naturally means greater competition 

for the pie that remains. Larger companies might chase requirements that they would have considered too 

small only a year ago, or they might take reduced profit or ‘‘buy in’’ to contracts. Small businesses, as a result, 

probably will not have the win rates they had before. Moreover, a greater percentage of small businesses are 

subcontractors rather than primes. As the federal pie gets smaller, large prime contractors likely will keep a 

greater share of the prime contract work in order to minimize the impact on their businesses. In so doing, large 

contractors will be tempted to back away from their teaming and subcontracting commitments.  

  Protests and claims are costly. A smaller federal pie will make government contractors fight harder to get 

and keep federal work. Accordingly, many anticipate an increase in protests and claims, which require spend-

ing considerable funds that cannot be charged to a contract. However, small businesses have fewer financial 

and administrative resources to bring or defend protests. In the case of claims, a contractor must to continue 

to perform notwithstanding a claim that the agency changed the terms of a contract to its financial detriment. It 

may be several months before an agency resolves a claim; with funding issues, the time frame may be even 

longer or the resolution of the claim more hotly negotiated.                                   Sequestration, cont. page 12 
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Sequestration, from page 11 

Many small businesses cannot afford to continue performance indefinitely without receiving the additional 

funds needed for the additional or changed work. 

Uncertainty is Paralyzing. One of the most devastating effects of sequestration or the threat of sequestration 

is uncertainty. Uncertainty paralyzes small businesses in particular because most do not have a robust or diver-

sified contract portfolio. Without reasonable assurances of future business, small contractors cannot plan for 

the 

future and are not likely to invest in their growth by acquiring additional equipment, facilities, or personnel. 

However, small businesses that fail to invest or grow will find themselves less competitive for the opportuni-

ties that remain. 

Proportionate Losses, Disproportionate Impacts. Small businesses usually have, on average, no more than 

10 federal contracts at one time. A small business with 10 contracts will feel the effects of losing one of them 

more than a company with a 100 contracts that loses 10. Larger companies have a greater ability to reallocate 

idle personnel and resources to their many remaining federal contracts. Larger contractors, moreover, are 

more likely to have commercial and/or international contracts that can offset the effects of a stymied federal 

market, while small firms rarely are able to diversify in this manner. 

 

Suggestions to Cope. In light of all this, what can small government contractors do to prepare for sequestra-

tion? Here are some suggestions: 

  Communicate often and widely with your government customers. The more information at your disposal, 

the better-informed your decision will be.  

  Make a concerted effort to be visible to your government customers because relationships matter; sales 

is a contact sport. 

  Focus on your competitive advantages. In a tougher business environment, you have to work harder 

to distinguish yourself. Focus on being more strategic in your planning, whether it’s deciding to concentrate on 

a particular government customer or specializing in a certain type of service/product. If you cast a wide net, 

you are not likely to be as competitive as a ‘‘niche’’ player. 

  Address any negatives that could cause your firm to be eliminated from consideration for a contract  

award. Be vigilant in monitoring your past performance reports and attempting to correct or explain any less 

than favorable government comments. 

 Educate yourself on the rights you and the government have under your contracts and contracts law.  

Understanding limitations on the government’s ability to terminate work or increase performance demands 

will make a small government contractor more prepared when that time comes. 

      Follow best practices to ensure that your house is in order, including having contract administration pro-

cedures and financial accounting systems in place. If you decide to pursue a claim, good documentation will 

be essential.~~ 

 



        Page 12    VetLikeMe                                                     Vol. 3, No. 5         Page 13    VetLikeMe                                                     Vol. 3, No. 5 

Jeppson, from page 7 

 

VLM: Was the substantial improvement a result of resources provided by the “Recovery Act?” 

I think the most important reason was our increasing ability to work with federal contracting officers in federal 

agencies to identify contracts that ought to be performed by SDVOSBs and SDVOSBs that can perform them.  

 

SBA works closely with other federal agencies to help develop tools to help them achieve SDVOSB pro-

curement goals and provides a network of procurement center representatives to assist them.   

 

VLM: Should the minimum procurement levels established by PL 106-50 remain at 3% of total by federal 

agency procurement expenditures? If not, please explain why not. 

 

That’s not our call. And for now, our focus is on reaching that 3 percent goal.  

 

VLM:  Should federal agencies be penalized for not meeting this 3% minimum of total procurement dollars? 

 

We don’t have the authority to punish agencies that don’t reach their goals. What we do have is the Pro-

curement Scorecard, which measures agencies’ performance and helps focus attention on where im-

provement can be made.  It’s also important that all senior level acquisition officials across the govern-

ment now have small business goal achievement included in their performance standards.  We also 

stress the need for continuous procurement education about the law and ways to achieve the procure-

ment goal with contracting officers. 

 

VLM:  A stipulation in all government contracts is a requirement to utilize businesses identified by SBA as a 

protected group. As you know these groups include HUBzone, 8(a), and SDVOSB. The annual SBA 

‘scorecard’ has repeatedly shown that SDVOSB are the protected group that does most poorly within this 

small business category among federal agencies. Why do you suspect this is? 

 

8(a) program:  Veteran-owned small businesses participation rate is 14.51%, 14.91%, and 13.6% in FY 2009, 

FY 2010, and FY 2011 respectively. Service-disabled veteran-owned small business participation rate is 

6.89%, 7.51%, and 7.50% in FY 2009, FY 2010, and FY 2011 respectively. 

 

HUBZone Program: Veteran-owned small businesses certified for HUBZone  rate is 10.01%, 17.12%, and 

17.27% in FY 2009, FY 2010, and FY 2011 respectively. Service-disabled veteran-owned small business certi-

fied for HUBZone  rate is 8.10%,  7.68%, and 7.53% in FY 2009, FY 2010, and FY 2011 respectively. 

 

The answer is not obvious and some detailed analysis as to the underlying cause may help to reveal but 

some progress is being made. 

 

VLM: What measures can your office take to improve these numbers?  

 

The SBA is working with other federal agencies to help develop tools that will assist them in opportuni-

ties for small businesses, including service-disabled veterans as well as providing training regarding the 

service-disabled veterans.   

 

         Jeppson, cont. page 14 
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VLM: Was the substantial improvement a result of resources provided by the “Recovery Act?” 

I think the most important reason was our increasing ability to work with federal contracting officers in federal 

agencies to identify contracts that ought to be performed by SDVOSBs and SDVOSBs that can perform them.  

 

SBA works closely with other federal agencies to help develop tools to help them achieve SDVOSB pro-

curement goals and provides a network of procurement center representatives to assist them.   

 

VLM: Should the minimum procurement levels established by PL 106-50 remain at 3% of total by federal 

agency procurement expenditures? If not, please explain why not. 

 

That’s not our call. And for now, our focus is on reaching that 3 percent goal.  

 

VLM:  Should federal agencies be penalized for not meeting this 3% minimum of total procurement dollars? 

 

We don’t have the authority to punish agencies that don’t reach their goals. What we do have is the Pro-

curement Scorecard, which measures agencies’ performance and helps focus attention on where im-

provement can be made.  It’s also important that all senior level acquisition officials across the govern-

ment now have small business goal achievement included in their performance standards.  We also 

stress the need for continuous procurement education about the law and ways to achieve the procure-

ment goal with contracting officers. 

 

VLM:  A stipulation in all government contracts is a requirement to utilize businesses identified by SBA as a 

protected group. As you know these groups include HUBzone, 8(a), and SDVOSB. The annual SBA 

‘scorecard’ has repeatedly shown that SDVOSB are the protected group that does most poorly within this 

small business category among federal agencies. Why do you suspect this is? 

 

8(a) program:  Veteran-owned small businesses participation rate is 14.51%, 14.91%, and 13.6% in FY 2009, 

FY 2010, and FY 2011 respectively. Service-disabled veteran-owned small business participation rate is 

6.89%, 7.51%, and 7.50% in FY 2009, FY 2010, and FY 2011 respectively. 

 

HUBZone Program: Veteran-owned small businesses certified for HUBZone  rate is 10.01%, 17.12%, and 

17.27% in FY 2009, FY 2010, and FY 2011 respectively. Service-disabled veteran-owned small business certi-

fied for HUBZone  rate is 8.10%,  7.68%, and 7.53% in FY 2009, FY 2010, and FY 2011 respectively. 

 

The answer is not obvious and some detailed analysis as to the underlying cause may help to reveal but 

some progress is being made. 

 

VLM: What measures can your office take to improve these numbers?  

 

The SBA is working with other federal agencies to help develop tools that will assist them in opportuni-

ties for small businesses, including service-disabled veterans as well as providing training regarding the 

service-disabled veterans.   

 

                                                                                                            Jeppson, cont. page 15 
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Jeppson, from page 14 

 

VLM:  As an enforcement agency, SBA has done an admirable job of detecting fraud in the SDVOSB/VOSB 

contracting set-aside program. Would you please provide for VetLikeMe: 

--the number of fraud investigations SBA pursued in FY 2012? 

--the number of guilty verdicts SBA arrived at and the associated penalties? 

--the number and type of partnerships made with other federal agencies to detect fraud? 

 

SBA has stepped up our Government-wide suspension and debarment of bad actors.  Under this Ad-

ministration, SBA has aggressively pursued firms and individuals who have misrepresented their size or 

status in order to be awarded one or more contracts as a small business, a small disadvantaged business, 

a women-owned small business, a HUBZone small business, or a service disabled veteran-owned small 

business.  In the last two years, there has been a dramatic increase in the number of debarment and sus-

pension actions.  There have been more procurement-related debarment and suspension actions in the 

last two years than there were in the previous ten combined. 

 

In FY 2012, there were five suspensions, two proposed debarments, and no debarments.    

In FY 2011, there were 16 suspensions, 32 proposed debarments, and 23 debarments  

In FY 2010, there were six suspensions, 24 proposed debarments and 16 debarments.  

In FY 2009, there was one suspension, 30 proposed debarments and 28 debarments.  

 

VLM: Executive Order 13540 (EO) issued by the President on April 26, 2010 established an Interagency Task 

Force (TF) on Veterans Small Business Development. Marie Johns, Deputy Administrator currently chairs the 

task force, which consists of senior procurement officials from the Departments of Defense, Veterans Affairs, 

Commerce, Treasury, the General Services Administration and the Office of Management and Budget.  What 

were the most significant findings of the TF? 

 

The Task Force delivered its first report to the President in November 2011, recommending  increased 

opportunities for growth, improved and expanded counseling and training services, reduced barriers to 

growth, and improved coordination for veterans.   

The task force identified the need to create a nationwide entrepreneurship training program for transi-

tioning service members.  As an outcome, SBA is working with DoD and VA to include entrepreneur-

ship training as a part of the overall, service-wide changes to the existing Transition Assistance Program 

(TAP).  

The second annual report of the TF will be published in November 2012, and it will provide information 

about the TF's original recommendations and the progress made by interacting with various stake-

holders to improve entrepreneurial opportunities for Veterans.  
 

Here are some detailed elements on the initial report of the Interagency Task Force, providing recom-

mendations in three broad areas: 

 

INCREASE OPPORTUNITIES FOR GROWTH. By increasing the flow of both capital and federal 

contracting opportunities to Veteran-owned small businesses, veterans will have more opportunities to 

build a new business, expand an existing business, and hire workers. In many cases, this does not re-

quire standing up new programs, but instead ensuring that existing programs and resources are more  

effective in supporting veteran entrepreneurship.                                             Jeppson, cont. page 16
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IMPROVE AND EXPAND COUNSELING AND TRAINING SERVICES. Self-employment and small 

business ownership are increasingly viable options for returning and discharging Veterans, reserve 

component members and their families. By providing tailored counseling and training services for vet-

eran entrepreneurs and small business owners, and scaling successful programs as needed to meet the 

increasing number of veterans who are returning, veterans will have greater prospects for success.   

 

REDUCE BARRIERS TO GROWTH AND IMPROVE COORDINATION AND EFFICIENCIES. By 

improving collaboration, integration and focus across federal agencies, key programs (e.g., Transition 

Assistance Program), Veterans’ Service Organizations, states, and academia, the federal government 

can more effectively serve existing and prospective veteran small business owners. Expanding best prac-

tices in veterans’ small business development is crucial to replicate success in government-wide efforts 

that will strengthen the success of veteran-owned small businesses.  

 

VLM:  If you’ve been the Director of Veteran Business Outreach long enough to give an assessment of the re-

sults or progress of the Task Force, would you please comment? 

 

The TF’s report was very well received by the Veterans community, I think because it documented sig-

nificant issues that are going to get more attention and resolution.  In that sense, the Task Force Report 

established a roadmap for the immediate future on issues to improve veteran entrepreneurship and will 

be addressed in subsequent Task Force Reports.   

 

VLM:  Are you familiar with PL 109-461 (the Veterans Benefits, Health Care, and Information Technology 

Act of 2006), the ‘Veterans First’ program in the VA procurement system? The Veterans First mandates the 

SDVOSB and VOSB are first and second, respectively, in the preference hierarchy for contracts issued by the 

VA. 

 

Yes, I am broadly familiar with those, and we support programs that help veterans get into small busi-

ness and become more successful as entrepreneurs wherever they are in the federal government.  As a 

professional courtesy, though, when it gets down to the details, down into the weeds, we prefer that you 

check with those agencies.  

 

VLM: Regarding PL 109-461: Multiple protests have been filed against the VA by SDVOSB for not adhering 

to 109-461 either in solicitations or contract awards. The VA has ignored GAO’s repeated recommendations to 

reissue solicitations or contract awards when GAO sustained protests based on PL 109-461. 

 

In November 2011, Mr. Jan Frye, VA Deputy Chief of Acquisitions and Logistics issued an agency-wide 

memo that GAO’s recommendations were NOT to be followed.  VA contended that GAO’s opinions did not 

apply to cabinet-level agencies. GAO continues to sustain protests by SDVOSB, and VA continues to ignore 

GAO. At least two dozen protests have been sustained by GAO for not following PL 109-461. 

 

VLM:  After fully considering 109-461, do you think that VA is in violation of this statute? Please feel 

free to explain why or why not.  

.                                                     Jeppson, cont. page 17 
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Again, you should check with the VA. 

 

According to SBA’s homepage: Public Law 106-50, the Veterans Entrepreneurship and Small Business Devel-

opment Act of 1999 established the Small Business Administration Advisory Committee on Veterans Business 

Affairs to serve as an independent source of advice and policy recommendations to the Administrator of the 

Small Business Administration (SBA), the Associate Administrator for Veterans Business Development, the 

Congress, the President and other US Policy Makers. How will your office encourage increased opportunities 

for SDVOSB in all federal agencies, including those mandated for the VA? 

 

We are working hand-in-hand with the SBA’s Office of Government Contracting/Business Development 

to educate contracting officers in other agencies, to help them find ways to make contracting choices 

that that increase participation by SDVOSB companies.  Our focus is on strengthening the process to 

focus on achieving the 3% procurement goal for SDVOSBs.   

 

VLM:  It’s well documented that veterans hire veterans. The dismal unemployment rate of returning 

veterans has been deliberated in the Senate and House Veterans Affairs Committees. Will your office 

provide support for adherence to PL 109-461 and attempt to influence VA to enforce PL 109-461, the 

‘Veterans First’ mandate? It is our hope that SBA will step up and assist SDVOSB in this effort.  

 

Our office believes, and the SBA believes, that opportunities exists to support more Veterans so they can 

grow businesses and create jobs.  

 

Thank you, Mr. Jeppson for your service to our Nation and spending time with VetLikeMe. 
 

   

 

 

 
   

 


