There are many questions regarding Small Business (SB), Microbusiness (MB) and Disabled Veteran Business Enterprise (DVBE) programs.  Here are some “answers” that may help clarify these program mandates. 
What is a “certified” SB/MB/DVBE? 
In order to become a “certified” SB/MB/DVBE business, the following business criteria must be met: 
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Must be independently owned Must be independently owned Must be at least 51% owned and operated; Cannot be and operated; Cannot be by one or more disabled dominant in its field of dominant in its field of veterans;  Daily business operation; operation; operations must be managed 

and controlled by one or more 

disabled veterans Must have its principal office Must have its principal office Home office must be located located in California; Must located in California; Must in the U.S. have its owners domiciled in have its owners domiciled in California; California; 

A business with 100 or fewer A business with average For certification purposes, a employees and an average annual gross receipts of $2.5 “disabled veteran” is: A annual gross receipts of $10 million or less over the veteran of the U.S. military, million or less over the previous three tax years; or a naval, or air service; and has a previous three tax years; or a manufacturer with 25 or fewer service-connected disability of manufacturer with 100 or employees at least 10% or more; and fewer employees. must be a California resident. 

The Department of General Services (DGS), Office of Small Business and Disabled Veteran Business Enterprise Services (OSDS), certifies businesses that meet this criteria. The SB application (STD 813) and DVBE application (STD 812) forms are available for suppliers on-line at: 

http://www.pd.dgs.ca.gov/smbus/certapps.htm 
The DGS, OSDS offers assistance to businesses that have questions regarding the SB/DVBE application process.  Suppliers may contact DGS, OSDS directly at: 

Department of General Services 
Procurement Division 
Office of Small Business and Disabled Veteran Business 
  Enterprise Services (OSDS) 
Physical Location:  707 3rd Street, 1st Floor, Room 400, West Sacramento, CA 95605 

Mailing Address:  P.O. Box 989052, West Sacramento, CA  95798-9052 

Telephone:  (800) 559-5529 or (916) 375-4940 
Fax: (916) 375-4950 
E-mail: osdchelp@dgs.ca.gov 
Why do state agencies have to purchase goods & services from SB/MB/DVBE businesses? 
Per Executive Order D-37-01, established by Governor Gray Davis on May 30, 2001, all state agencies are required to aggressively pursue an annual 25% small business participation level in state contracting.  Any state agency that does not achieve this level shall submit to the Governor’s Office an explanation for why the level was not achieved.  The explanation shall include a plan for improving contracting opportunities for small businesses. 

Per Executive Order D-43-01, established by Governor Gray Davis on June 22, 2001, all state agencies are required to aggressively pursue an annual 3% disabled veteran business enterprise participation level in state contracting. Any state agency that does not achieve this level shall submit to the Governor’s Office an explanation for why the level was not achieved.  The explanation shall include a plan for improving contracting opportunities for disabled veteran business enterprise businesses. 

What are the benefits of being a “certified” SB/MB/DVBE business? 
Certified Small & Microbusinesses: 
· Qualify for a 5% bid preference on applicable state contracts. 

· Are eligible for benefits under the Prompt Payment Act, including higher interest penalties for late, undisputed invoice payments.  (Interest penalties for construction firms are addressed under Public Contract Code 10261.5.) 

· Are listed in the DGS, OSDC Internet Certified Firm Listing giving businesses more visibility an expanded business networking opportunities. 

Certified DVBE Businesses: 
· Are eligible for the state’s 3% DVBE Participation Program. 

· DVBE certification status strengthens business networking opportunities via the DGS, OSDC Internet Certified Firm Listing. 

· Other governmental DVBE programs recognize the state’s certification. 

How do I apply the 5% SB preference? 
State agencies shall offer a 5% preference to certified small businesses when conducting a competitive solicitation.  Here are the exceptions: 
· You do not need to offer a 5% preference if the acquisition is less than $5,000.00, and price has been documented to be fair and reasonable. 

· When conducting the “SB/DVBE Option” approach (streamlined process), the 5% preference is not applicable. 

Applying the preference: 
1 Calculate 5% of the low net non-small business bid. 

2 Subtract this amount from the low net certified small business bid. 

� 3. Apply the results of Step 2 as follows: 
· If the certified small business bid is lower than the non-small business bid, then award is to the certified small business. 

· If the certified small business bid is higher then the non-small business bid, then award is to the non-small business. 

3 Document the file in sufficient detail to support the award to include the small business preference calculation. 

NOTE: Applying the small business preference formula is for evaluation 
purposes only and does not change the actual bids offered by any suppliers. 

Refer to Attachment #1, “Purchasing Worksheet” Sample for additional information on how to apply the 5% preference. 

Is there a preference for DVBEs? 
Effective January 1, 2006, SB 115 enacted a new DVBE preference/incentive calculation.  Regulations and implementation guidelines regarding the new incentive calculation are forthcoming from the Department of General Services, Procurement Division. 

How can state agencies increase their SB & DVBE participation? 
The SB/DVBE Option (streamline process) authorizes state agencies to solicit certified SB and/or DVBE suppliers and award purchases of goods and services valued from $5,000.01 to $99.999.99, provided the department has obtained responsive bids from at least two responsible bidders [(GC Section 14838.5 (a) and (b)]. Under this authority, price quotes from large or non-certified businesses are not allowed.  Here are the rules that must be followed: 

· $99,999.99 Limit (excluding sales tax and freight). 

· For purchases between $5,000.01 thru $99,999.99 (excluding sales tax and freight), a minimum of two (2) price quotes is required from certified SB and/or DVBE businesses. . 
· Under this authority, price quotes from large or “non-certified” businesses are not allowed. 

· SB and/or DVBE certification status must be verified and a copy of verification shall be included in the procurement/contracts file. 

· On the STD 65 under “Procurement Method” check the box labeled “DVBE / Small Business [GC 14838.5(a)]”. 

It is important to share this information with the SB & DVBE business community; they may not be aware of this streamlined acquisition process. 

Where can I find SB/MB/DVBE businesses? 
The DGS, OSDS offers an Internet Certified Firm Listing where you can locate SB/MB/DVBE businesses.  Go to: http://www.pd.dgs.ca.gov/smbus/default.htm 
For “keyword” searches, click on “Find Certified SBs and DVBEs.” 

**Tip: You will get different search results depending on how you enter the 

information (i.e. “flag” vs. “flags”, “print” vs. “printing”). 

For “certification status” click on “Find the Status of all Firms and Certification 

Applicants.” 

Do state agencies pay penalties if invoices are not processed on time? 
Yes! The California Prompt Payment Act requires state agencies to pay properly submitted, undisputed invoices within 45 calendar days of initial receipt.  If the requirement is not met, state agencies must automatically calculate and pay penalties as incurred (per Government Code, Section 927, et seq.).  For additional information regarding the Prompt Payment Program, go to the DGS website:  

http://www.pd.dgs.ca.gov/promptpay/default.htm 
What is does “commercially useful function” mean? 
Effective 1/1/04, Government Code, Section 14837, requires that all certified SB’s and/or DVBE’s must provide a “commercially useful function” when selling goods and services to state agencies. For additional information regarding Commercially Useful Function (CUF), refer to the DGS Management Memorandum 05-03, dated January 18, 2005. You may also go to the DGS website:  

http://www.documents.dgs.ca.gov/osp/sam/mmemos/MM05_03.pdf 
Commercially Useful Function (CUF) as defined in the California Code of Regulations is very detailed.  In a nutshell, the Small and/or DVBE business is responsible for actually performing, managing or supervising the work involved that is normal for its’ business operations. In other words, they cannot perform as a “broker” or a “pass thru” type of operation.” 

DGS will provide guidelines and tools to assist state agencies with CUF documentation requirements in updates to the State Contracting Manual (SCM), as well as the Purchasing Authority Manual (PAM). 

Need SB/DVBE Advocate Assistance? 
Frequently Asked Questions (FAQs) Government Code, Section 14846, requires that each state agency designate a SB/DVBE Advocate. Contact Your Department’s Advocate(s), for additional SB/DVBE assistance. 

Does your Department have a SB & DVBE Website? 
Yes! Your Department’s Name Small Business & DVBE website was created to actively seek SB/DVBE owners to provide goods and services for the department.  Go to www.yourdepartment.ca.gov. 

It is Your Department’s Name policy to ensure that increased SB/DVBE participation is a priority for our department by enhancing the purchasing and contracting opportunities for SB/DVBE businesses.  If you have any questions or need additional SB/DVBE program assistance, please contact Your Department’s Advocate(s): 
Name, Title  Shaironda Morris, SB/DVBE advocate & Liaison
Section  Contracts and Procurement Section 
Address  721 Capitol Mall, Sacramento CA 95814 
Tele   916-558-5699
Fax 
916-558-5696
Email  srmorris@dor.ca.gov


