DVBE Incentive and Competitive Solicitations
	What is a DVBE Incentive?
	A DVBE incentive is a method that provides an advantage to certain bidders. The incentive is applied during the evaluation process for bids proposing participation of California certified DVBEs. 

The application of an incentive varies from that of a preference both in when it is incorporated into competitive solicitations and how incentive percentages are determined and calculated.  Unlike preferences in which the inclusion is standardized in competitive solicitations and a standard percentage is stipulated, discretion is left to departments to determine incentive percentages for a particular transaction based upon a business strategy to achieve their annual goal.


	Regulations
	The DVBE incentive regulations are located within the California Code of Regulations (CCR), Title 2, Division 2, Chapter 3, Subchapter 10.6, sections 1896.98, 1896.99.100, and 1896.99.120 and available at the following link: http://www.pd.dgs.ca.gov/smbus/dvbeincentiveregs.htm.




	Opportunity
	As stated in the State Contracting Manual (SCM), Volume 2, Chapter 2, Topic 2 and SCM Volume 3, Chapter 2, Section B, departments must offer procurement opportunities to California (CA) certified Small Business (SB), Microbusiness (MB), and Disabled Veteran Business Enterprise (DVBE), whenever possible. 

This includes applying a DVBE incentive during the evaluation process of a competitive solicitation that includes the CA DVBE Program Requirements package and where there are bids that propose participation of CA certified DVBE businesses.


	Applicability
	The DVBE incentive applies to all competitive solicitations whenever the solicitation includes the DVBE Program Requirement, regardless of format (RFQ, IFB, RFP or phone quotes), delivery method or dollar threshold.  If a solicitation includes the DVBE Program Requirement, buyers will use the DGS provided CA DVBE Program Requirements package whenever conducting competitive solicitations under a department’s approved purchasing authority.   


	DVBE Incentive Exemption Provision
	A department may elect to exempt a solicitation from the DVBE Program Requirement and/or the DVBE incentive providing it has obtained the required signed approvals and has meet specified exemption criteria detailed in the DVBE Program Requirements and DVBE Incentive Waiver (GSPD-07-04) form. Buyers must complete and document the form as directed.
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	Incentive Percentages
	Competitive solicitations that include the DVBE participation requirement, regardless of solicitation format (RFQ, IFB, or RFP) delivery method or dollar value, must identify in the solicitation the allowable incentive percentage(s) and how evaluation will occur. For awards based on low price, the allowable incentive percentage(s) identified in the solicitation cannot exceed 5% or be less than 1%.  For awards based on high points, the incentive cannot exceed 5% or be less than 1% of total possible available points, not including points for socioeconomic incentives or preferences.
The following table pertains to awards based on low price.  It is located in the DVBE Program Requirements packet and identifies the percentage(s) used to adjust the net bid price when calculating the DVBE incentive.
Confirmed DVBE Participation of:
DVBE Incentive:
     5% and Over 
5%
4% - 4.99% inclusive
4%
3% - 3.99% inclusive
3%
2% – 2.99% inclusive
2%
1% - 1.99% inclusive

1%

Should the circumstances of a particular acquisition dictate the need, the packet provides a provision to override the table with another table that either depicts:
· A different scale with varying percentages (within the acceptable range) or 

· Single incentive percentage (within the acceptable range)
If the table will be superseded, elsewhere within the solicitation identify the new table and state that it overrides the table in the DVBE Program Requirements. Ensure that the incentive amount does not exceed 5% and is no less than 1% for awards based on low price. Obtain managerial approval and document the rationale for the change in the procurement file. 
Note:
Prior to a buyer including either of the above variances in the DVBE incentive requirements, the rationale for the change must be documented in the procurement file.  The procurement file must also include signed approval for the variance by the department’s Procurement and Contracting Officer (PCO) or a designee at a managerial level with sufficient knowledge of the day-to-day procurement activities of the department.  If the DGS Procurement Division is conducting the procurement for the department, a copy of the rationale for the change and the appropriate signed approval must be forwarded to PD with the department’s requisition.
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	Allowable Maximum for Low Price Awards
	The DVBE incentive cannot exceed 5% or $100,000, whichever is less, of the #1 ranked responsible and responsive net bid price.  Should the incentive be used in combination with a preference adjustment, the cumulative adjustment is not to exceed $100,000. Should a department determine that its business needs dictate a different cap or no cap, it must contact DGS-PD.


	Bidder Declaration
	Written solicitations shall include the Bidder Declaration (GSPD 05-105) to allow bidders to identify if they are a DVBE and identify DVBE subcontractors, their proposed contract function and the corresponding percentage of participation.

Click here to access the Bidder Declaration, GSPD 05-105 – Written Version. 

When conducting a verbal solicitation, the Bidder Declaration,

GSPD 05-106 – Verbal Version and its respective instructions must be provided to the suppliers for completion and must be signed by the prime supplier.

Click here to access the Bidder Declaration, GSPD 05-106 –Verbal Version.


	Documenting the results
	It is the responsibility of each department’s PCO or his/her designee to establish the appropriate protocol within his/her organization to ensure that buyers document the application of the DVBE incentive for the individual department’s reporting purposes.
When a department conducts an acquisition under its delegated purchasing authority, the Procurement Summary (GSPD-300) document or a similar document developed by the individual department will be used to document the application of the DVBE incentive.  When conducting a formal competitive solicitation (RFP or IFB), the Evaluation and Selection Report format or Procurement Summary (or a similar document developed by the individual department), where appropriate, will be used. When award is based upon value effective methodology (also referred to as high score), the methodology used to determine incentive points must be documented in the procurement file.

Click here to access the Participation Worksheet revised 12/05/07.
Click here to access the Participation Worksheet Instructions revised 12/2007.
If PD is conducting the procurement, it will indicate in the purchase order(s) sent to customer agencies if the application of the DVBE incentive resulted in an award. For information technology, a statement will be included in a contract cover letter. (See sample contract cover letter) Buyers who receive this information from PD will process the information according to the reporting protocol established by their department’s PCO. 
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	When Is The Incentive Calculated?
	If included in the solicitation, the bidder must be compliant with the DVBE program requirements and responsive to all other requirements, including a commercially useful function being performed by the DVBE(s).  The incentive is only given to those who are responsive and propose DVBE participation in the resulting purchase document.  When award is based on low price, the small business preference is applied first followed by the recycle preference.  The DVBE incentive is calculated next with other preferences subsequently applied.  However, application of the DVBE incentive cannot displace award to a #1 ranked small business.  The calculation is made against the net bid price when both of the following tests are met:
Test

Description

1

The net bid price of the lowest responsive and responsible bidder is not a certified small business.  This pertains both before and after application of the small business preference.

Note: The only exception is when there is another responsive/responsible certified small business and it is eligible to receive the DVBE incentive.  In that case the DVBE incentive is calculated only for the certified small businesses to determine if the adjustment impacts the ranking.  

2

There are one or more responsive bids from responsible bidders eligible to receive the DVBE incentive.




	How Is The Incentive Calculated?
	The following steps are taken to calculate the incentive.  Since the percentage of participation can vary between bidders, and thus the incentive percentage can vary, the “calculated incentive amount” will need to be determined for each incentive percentage (see below).
Step

Calculation Action

1

Identify the bidder with the #1 ranked net bid price (the lowest responsive bid).

2

Based upon the evaluated DVBE participation percentage, determine the corresponding percentage of DVBE incentive for the bidder.

3

Multiply the #1 ranked net bid price by the DVBE incentive percentage to determine the “calculated incentive amount” for the bidder. Compare the “calculated incentive amount” to the incentive maximum (5% or $100,000), and use the lower figure as the incentive amount.

4
Subtract the incentive amount from the net bid price of the bidder.  If a preference calculation was performed, be sure that the allowable cumulative adjustment is not exceeded. 

Note: The cumulative adjustment can not exceed $100,000.

5
Repeat Steps (as needed) for each qualified bidder.
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	Low Price Awards
	The following examples illustrate adjustment of the net bid price for the DVBE incentive when award is based on low price.  In the following examples, the variance between the “Bid amount” (the price as opened) and the “Net bid price” of “Bidder A” reflects a State adjustment due to mathematical error or application of allowable discounts (e.g. educational, trade-in).    

Note: For purposes of the examples, bidders listed with a certified status are deemed eligible for the certification.  DVBE = bidder is eligible for the DVBE incentive; SB = prime is a small business; MB = prime is a microbusiness; SB/NVSA = prime is a small business nonprofit veteran service agency; NS = non-small business prime claiming preference due to qualifying subcontractors. 

Example 1 – Test #1 not met

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

SB*

None

SB

MB

Eligible DVBE participation

1%*

3%

None

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Evaluated bid price

$8100

$8150

$8300

---

Final rank

1

2

3

N/A

Results: 

Test #1 is not met – *The lowest responsive, responsible bidder is a certified small business and there is not another responsive, responsible small business eligible to receive the DVBE incentive; therefore, neither a small business preference nor a DVBE incentive calculation is performed for any bidder.  The fact that Bidder B is eligible for a larger incentive percentage adjustment than Bidder A is not a factor.

Award:  The award is to Bidder A.
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	Example 2 – Test #1 not met

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

None*

SB

None

MB

Eligible DVBE participation

3%*

1%

None

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Preference amount

$  405

N/A

Subtotal

$7745

Rank

2

1*

3

N/A

Evaluated bid price

$8100

$7745

$8300

---

Final rank

2

1

3

N/A

Results: 

Test #1 is not met – *Although initially the lowest responsive, responsible bidder is not a certified small business, following application of the small business preference the lowest responsive, responsible bidder is a certified small business and there is not another responsive, responsible small business eligible to receive the DVBE incentive; therefore, a DVBE incentive calculation is not performed for any bidder.

Award:  The award is to Bidder B.
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	Example 3 – Incentive Calculation

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

NS*

None

None

MB

Eligible DVBE participation

None*

None

3%

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Preference amount

N/A**

Incentive percentage

3%

Incentive amount

$  243

Evaluated bid price

$8100

$8150

$8057

---

Final rank

2

3

1

N/A

Results: 

Test #1 is met – *The lowest responsive, responsible bidder is eligible to receive a small business preference, but the prime is not a certified small business.

Test #2 is met – There is a responsive, responsible bidder eligible to receive the DVBE incentive (Bidder C). 

Both tests have been met; therefore, the incentive calculation is performed.

Incentive Calculation: 

Step

Action

1

Identify the net bid price of the #1 ranked bidder (Bidder A at $8100).

2

Determine the corresponding percentage of DVBE incentive for the bidder; Bidder C has 3% DVBE participation so the incentive is 3%. 

3

Determine the “calculated incentive amount” ($8100 X .03 = $243). Compare it to the incentive maximum, and use the lower figure.
4
Subtract the incentive amount from the net bid price of Bidder C 
($8300 - $243 = $8057).  

5
Repeat Steps for each qualified bidder:  Since there are no other qualified bidders, this step is not applicable.

Award:  The award is to Bidder C.

**Note:
Although Bidder A is a non-small business with at least 25% small business subcontractor participation, no small business preference calculation is performed since Bidder A has the #1 ranked net bid price.
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	Example 4 – Incentive Calculation

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

NS*

None

None

MB

Eligible DVBE participation

3%*

None

5%

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Preference amount

N/A**

Incentive percentage

3%

5%

Incentive amount

$  243

$  405

Evaluated bid price

$7857

$8150

$7895

---

Final rank

1

3

2

N/A

Results: 

Test #1 is met – *The lowest responsive, responsible bidder is eligible to receive a small business preference, but the prime is not a certified small business.

Test #2 is met – There are responsive, responsible bidders eligible to receive the DVBE incentive (Bidder A and Bidder C). 

Both tests have been met; therefore, the incentive calculation is performed.

Incentive Calculation:

Step

Action

1

Identify the net bid price of the #1 ranked bidder (Bidder A at $8100).  

2

Determine the corresponding percentage of DVBE incentive for the bidder; Bidder A has 3% DVBE participation so the incentive is 3%.

3

Determine the “calculated incentive amount” for Bidder A ($8100 X .03 = $243). Compare it to the incentive maximum, and use the lower figure.
4
Subtract the incentive amount from the net bid price of Bidder A: $8100 - $243 = 7857.

5
Repeat Steps for each qualified bidder; Bidder C is also eligible with 5% participation – so the incentive is 5%.  The “calculated percentage amount” is $8100 x .05 = $405.  The evaluated bid price is $8300 - $405 = $7895.  

Award:  The award is to Bidder A.

**Note:
Although Bidder A is a non-small business with at least 25% small business subcontractor participation; no small business preference calculation is performed since Bidder A has the #1 ranked net bid price.
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	Example 5 – Incentive Calculation

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

SB*

NS

MB*

MB

Eligible DVBE participation

3%

3%

5%

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Preference amount

N/A**

N/A**

N/A**

Incentive percentage

3%

N/A

5%

Incentive amount

$  243

$  405

Evaluated bid price

$7857

$8150

$7895

---

Final rank

1

3

2

N/A

Results: 

Test #1 is met – *The lowest responsive, responsible bidder is a certified small business but there is another responsive, responsible small business eligible to receive the DVBE incentive (Bidder C).

Test #2 is met – There are responsive, responsible bidders eligible to receive the DVBE incentive (Bidder A and Bidder C).  Although Bidder B is eligible for the DVBE incentive, it is not a small business; therefore in this instance, an incentive adjustment would not be applicable for this bidder. 

Both tests have been met; therefore, the incentive calculation is performed.

Incentive Calculation:

Step

Action

1

Identify the net bid price of the #1 ranked bidder (Bidder A at $8100).  

2

Determine the corresponding percentage of DVBE incentive for the bidder; Bidder A has 3% DVBE participation so the incentive is 3%.

3

Determine the “calculated incentive amount” for Bidder A ($8100 X .03 = $243). Compare it to the incentive maximum, and use the lower figure.
4
Subtract the incentive amount from the net bid price of

Bidder A: $8100 - $243 = $7857.

5
Repeat Steps for each qualified bidder; Bidder C is also eligible with 2% participation – so the incentive is 5%.  The “calculated percentage amount” is $8100 x .05 = $405.  The evaluated bid price is $8300 - $405 = $7895.  

Award:  The award is to Bidder A.

**Note:
Since the #1 ranked bidder (Bidder A) is a small business, no small business preference calculation is performed.
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	Example 6 – Incentive Calculation

Bidder:

A

B

C

D

Responsive & responsible

Yes

Yes

Yes

No

Eligible preference 

None

SB

MB*

MB

Eligible DVBE participation

None

3%

5%

None

Bid amount

$8200

$8150

$8300

$8000

Net bid price

$8100

$8150

$8300

$8000

Rank

1*

2

3

N/A

Preference amount

$  405

$  405

N/A

Subtotal

$7745

$7895

Rank

3

1*

2

N/A

Incentive percentage

3%

5%

Incentive amount

$  243

$  405

Evaluated bid price

$8100

$7502

$7490

---

Final rank

3

2

1

N/A

Results: 

Test #1 is met – *Following application of the small business preference the lowest responsive, responsible bidder is a certified small business (Bidder B).  However, there is another responsive, responsible certified small business eligible to receive the DVBE incentive (Bidder C). 

Test #2 is met – There are responsive, responsible bidders eligible to receive the DVBE incentive (Bidder B and Bidder C). 

Both tests have been met; therefore, the incentive calculation is performed.

Incentive Calculation:

Step

Action

1

Identify the net bid price of the #1 ranked bidder (Bidder A at $8100).  

2

Determine the corresponding percentage of DVBE incentive for the bidder; Bidder B has 3% DVBE participation so the incentive is 3%.

3

Determine the “calculated incentive amount” for

Bidder B ($8100 X .03 = $243). Compare it to the incentive maximum, and use the lower figure.
4
Subtract the incentive amount from the net bid price of  Bidder B:  

$8150 - $648 = $7502.

5
Repeat Steps for each qualified bidder; Bidder C is also eligible with 5% participation – so the incentive is 5%.  The “calculated percentage amount” is $8100 x .05 = $405.  Deduct the cumulative adjustment ($405 + $405 = $810) from the net bid price: $8300 - $810 = $7490.  

Award:  The award is to Bidder C.
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	Value effective acquisitions
	Buyers shall refer to SCM, Volume 3 Chapter 3 Information Block 3.D6.0  regarding the application of value effective methodology evaluation requirements to IT solicitations.

But as a reminder to buyers, value effective evaluation methodology weighs the department’s requirements by order of importance.  The weighting of requirements is usually stated as a percentage of the whole, i.e., administrative and technical requirements (excluding any preferences or incentives) = 50% and cost = 50%.  If a department chooses a weighting other than 50/50, it must be approved by the Purchasing Authority Management section prior to release of the solicitation.


	High Point Awards
	The use of the DVBE incentive in solicitations where the award is based on high points requires that:

· The department only awards points to those bidders who have been determined responsible and are responsive to all solicitation requirements (including the DVBE program requirements, if applicable) and propose DVBE participation in the resulting purchase document.  
· The department provides a rationale that explains how incentive points were determined for the solicitation. The incentive cannot exceed 5% or be less than 1% of total possible available points, not including points for socioeconomic incentives or preferences.
· The department includes incentive points in the sum of non-cost points. The incentive points cannot be used to achieve any applicable minimum point requirements.
· The department must identify how awarded points are to be tallied per the evaluation methodology identified within the solicitation.  
When using the information technology IFB/RFP model, possible incentive points should be identified in Section IX. 

The methodology used to determine incentive points must be reasonable and should take into account the need to maintain the cost weight identified in the solicitation.  The incentive percentage cannot exceed 5% or be less than 1% of total possible points. Departments may identify a scale with varying percentages (within the acceptable range) or a single incentive percentage (within the acceptable range) based on the business need of a particular transaction. 
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	Example
	The example below is provided to show how to determine whether the designated DVBE incentive points fall with the acceptable percentage range. The following provides an example of how points MAY be assigned for a solicitation. It does not represent, nor should be considered, the only approach that a customer may use for an award based on high points.

A solicitation has assigned 300 points as the maximum amount for administrative requirements and technical requirements (excludes the incentive).  The cost points assigned total 300. The point designation reflects an evaluation methodology weight for cost of 50% where administrative and technical requirements (excluding any preferences and incentives) = 50% and cost = 50%. 

The number of points established for the DVBE incentive correlated to participation is depicted using the scale below:
DVBE Incentive Points
Confirmed DVBE Participation of:

DVBE Incentive:

5% or Over

30
4% to 4.99% inclusive

24
3% to 3.99% inclusive

18
2% to 2.99% inclusive

12
1% to 1.99% inclusive

6
Total possible points, excluding points for socioeconomic incentives or preferences, in this sample solicitation equal 600 with 5% representing 30 points, 1% representing 6.  The acceptable point range of the DVBE incentive must fall within the 1% to 5% range (6-30 points). The DVBE incentive points in this sample meet this criteria.             
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