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Chapter 2
Socioeconomic and Environmental Programs

Overview

Introduction

This chapter describes socioeconomic and environmental programs established by State law and further defined by regulations and policies to increase business opportunities for small and disabled veteran businesses and those businesses operating in economically distressed areas of the State.  Also included in this chapter are the State requirements for promoting the purchase of products that are energy efficient and have other preferable environmental attributes. 

An overview of the Americans with Disabilities Act (ADA) policy is also included within this chapter to explain the importance of making all procurement activities available to all persons, including persons with disabilities, and where to go for assistance.

Contents 

This chapter contains the following topics:

Section A:  Americans with Disabilities Act (ADA)
See page 5
Section B:  Small Business and Disabled Veteran Business
                   Enterprise Contracting Opportunities
See page 6
Section C:  Disabled Veteran Business Enterprise Participation Program
See page 11
Section D:  Small Business Preference and Competitive 
                   Solicitations
See page 27
Section E:  Non-small Business Subcontractor Preference
                  and Competitive Solicitations
See page 31
Section F:  Small Business Nonprofit Veteran Service 
                  Agencies and Competitive Solicitations
See page 36
Section G: Competitive Solicitation Preference Programs 
                  – TACPA/EZA/LAMBRA
See page 38
Section H:  Buy Recycle Program
See page 40
Section I:  Environmentally Preferable Purchasing 
                   (aka: Sustainability or Buy Green)
See page 43
Section A

Americans with Disabilities Act

2.A1.0
Americans with Disabilities Act (ADA)

Every effort to ensure activities and services are available to all persons, including persons with disabilities must be made, in compliance with the provisions of the ADA (Americans with Disabilities Act of 1990, Title II Subpart A) and State policy. 
2.A1.1
Provide Reasonable Accommodation

Reasonable accommodation must be made to those persons with disabilities that have special needs requiring accommodation in order to participate in the procurement process.  Preparation should be made in advance to ensure those persons having questions about reasonable accommodation are provided with accurate responses. 
Departments should have an ADA Coordinator who is available to assist buyers in responding to questions or concerns regarding reasonable accommodation as it impacts the procurement process.

2.A1.2  
DGS/PD Assistance Available

The DGS/PD is available to assist departments with reasonable accommodation requests relative to participating in a procurement process.  DGS/PD can be contacted at (916) 375-4400 (main office) for assistance. 

Departments need to provide the DGS/PD a minimum of 10 working days before a scheduled event (i.e., meeting, conference, workshop) or competitive bid deadline due date to ensure a request can be accommodated.
2.A1.3
Contact Numbers for TTY/TDD and California Relay Service

The DGS/PD TTY/TDD (telephone device for the deaf) and California Relay Service numbers are listed below:

TTY/TDD telephone number is (916) 376-1891

California Relay Service telephone numbers are:


· Voice:        1-800-735-2922

· TTY/TDD:  1-800-735-2929

Section B

Small Business and Disabled Veteran Business Enterprise Contracting Opportunities

Overview

Introduction

Pursuant to the Small Business Procurement and Contract Act (Government Code [GC] sections 14835 through 14843), procurement opportunities must be offered to California (CA) certified small businesses, microbusinesses, and disabled veteran business enterprise businesses whenever possible.  Hereafter unless otherwise directed any reference to certified small business (SB) also includes certified microbusiness (MB) as defined by the above referenced GC and nonprofit veteran service agency (SB/NVSA) pursuant to Military and Veterans Code (MVC) section 999.50, which allows certification as a small business.   Consequently, every effort should be made to seek out and include certified SB and DVBE when conducting any procurement.  

Contents 

This section contains the following topics:

Topic 1:  Statewide Participation
See page 7
Topic 2:  Commercially Useful Function
See page 9
Topic 1 – Statewide Participation
2.B1.0
Annual Statewide Participation Goals

Pursuant to Executive Order D-37-01, Executive Order S-02-06, and Public Contract Code (PCC) section 10115, each department shall have an annual statewide participation goal in State procurement and contracting of not less than 25 percent (25%) for SB participation and not less than three percent (3%) for DVBE participation.  These goals were established to enhance and encourage competition by creating an optimum environment that affords all businesses equal access to State procurement and contracting opportunities.  
Departments unable to meet the required participation goal(s) are required to submit an Improvement Plan with annual reporting(s).  In addition, these departments must submit an Implementation and Corrective Action Plan to the DGS/PD’s Office of SB/DVBE Services (OSDS).  The OSDS will share the Implementation and Corrective Action Plan with the California Small Business Advocate to explore ways, including Memoranda of Understanding, to work with departments to improve performance.

2.B1.1
SB/DVBE Advocate 
In accordance with GC section 14846, and MVC section 999.11, departments whose annual purchasing activities exceed $100,000 (regardless of purchasing type(s) or categories) shall designate a SB/DVBE advocate whose duties include but are not limited to:


Identifying potential SB/DVBE contractors and potential subcontracting opportunities.

Making information regarding pending solicitations available to and consider offers from certified SB/DVBE business suppliers capable of meeting the State’s business need.

Ensuring that payments due on purchase documents with SB suppliers are promptly made as provided by GC section 926.16 or 927. 

Click here to access the SB and DVBE Advocate Directory.

2.B1.2  
Available Acquisition Approaches to Achieve Goals

All acquisition approaches can be used to achieve participation goals.  Examples include competitive solicitations such as when using the SB/DVBE Option and use of existing sources such as leveraged procurement agreements (LPAs).  The use of the non-small business subcontracting preference is another method by which departments can contribute to the effectiveness of the program by acknowledging dollars spent with subcontractors.
See Chapter 5, Leveraged Procurement Agreements (LPA), for information on the process of claiming SB and DBVE contracting dollars under an LPA purchasing category.

2.B1.3  
SB/DVBE Option

GC section 14838.5 (a) and (b) enables a competitive solicitation valued at $5,000.01 through $99,999.99 be conducted targeting only certified SB or certified DVBEs.

See Chapter 3, Competition Solicitations, for detailed information regarding the SB/DVBE Option process.

2.B1.4  
Verify Certification Status

Solicitations (including verbal or written requests for offers), consideration of bids or award of contracts shall not be provided to any firm that has been suspended from State procurement and contracting as listed on the DGS/PD web page.  California SB and DVBE certification status shall be verified before a contract award regardless of the acquisition approach.  This verification can be obtained by accessing the SB and DVBE Services certified firm inquiry database located on the DGS/PD web page. 

Click here to access the SB and DVBE Services web page.  

Click here to access list of suspended firms.

Topic 2 – Commercially Useful Function
2.B2.0  
Authority
In accordance with GC section 14837 and MVC section 999 (b)(5)(B), all SB and DVBE contractors, subcontractors and suppliers that bid on or participate in a State contract, regardless of being a verbal or written solicitation and/or paid for using the CAL-Card as a payment method, must perform a CUF.  The requirement to determine CUF is not affected by the applicability of the five percent (5%) SB preference and/or the DVBE participation goal or DVBE incentive.  There is no exception to this requirement; consequently, certified SB, MB, SB/NVSA and DVBE businesses must perform a CUF to be in compliance with their certified status.  CUF must be determined before contract award.

Click  here to access the DVBE and SB Program Violations and Sanctions web page.
Note:  Departments delegated purchasing authority should refer to SCM Vol. 2 (PAM), Chapter 9, Section B, Topics 3 and 4, for CAL-Card requirements. 
2.B2.1
Definition of CUF

A business performing a CUF is one that does all of the following:

· Is responsible for a distinct element of the work of the contract
· Carries out its obligation by actually performing, managing or supervising the work involved

· Performs work that is normal for its business, services and functions

· Is not further subcontracting a portion of the work that is greater than that expected to be subcontracted by normal industry practices

A contractor, subcontractor, or supplier will not be considered to perform a CUF if the role of the  contractor or supplier is limited to that of an extra participant in a transaction, contract, or project through which funds are passed in order to obtain the appearance of SB, MB, SB/NVSA or DVBE participation.

2.B2.2
CUF Compliance

Failure of a certified SB, MB, SB/NVSA or DVBE to demonstrate performance of a CUF, when bidding as a prime contractor, will result in that certified bidder being eliminated from consideration.  When analysis discloses that a certified subcontractor/supplier is not providing a CUF, a contract may still be awarded if the prime contractor is a responsible bidder without the involvement of the firm that has been determined not to provide a CUF and/or the work can be performed by an alternate SB, MB, SB/NVSA or DVBE firm where the substitution is determined to have no material effect on the bid.

With respect to possible sanctions or decertification where it is determined that fraud or misrepresentation has occurred, information provided by bidders to demonstrate compliance with the CUF requirement is required under MVC section 999.9 of the (SB/NVSA and DVBE) and GC section 14842 (SB/MB).  Awarding departments are reminded of their responsibilities under these sections, particularly with respect to receipt of complaints, investigations, and reporting responsibility to the DGS/PD’s OSDS.

2.B2.3 
Reporting Requirements

Refer to SCM Vol. 2 (PAM), Chapter 12, for SB and DVBE participation reporting requirements.  
2.B2.4  
Contact DGS/PD’s OSDS
Click here to access the SB and DVBE Services web page
Section C

Disabled Veteran Business Enterprise Participation Program

Overview

Introduction

The Disabled Veteran Business Enterprise (DVBE) participation program for all State contracts is established in PCC section 10115 et seq., MVC section 999 et seq., and CCR, Title 2, section 1896.60 et seq.  Executive Orders D-43-01 and S-02-06 also provide guidance for departments.  Compliance with DVBE requirements is required for all State entities.
This section provides information about the State’s DVBE program to ensure that certified DVBEs are afforded opportunities to compete for State contracts, requirements and application of incentives.
Contents 

This chapter contains the following topics:
Topic 1 – Requirements
See page 12

Topic 2 – Broker/Agent Status for DVBE
See page 13

Topic 3 – DVBE Incentive
See page 16
Topic 4 – Applying DVBE Incentive for Low Price Awards 
See page 18
Topic 5 – Applying DVBE Incentive for High Point Awards
See page 24
Topic 1 - Requirements
2.C1.0 
Competitive Solicitation and DVBE Requirement

The DVBE participation requirement applies to competitive solicitations regardless of the solicitation format (e.g., RFQ, IFB, RFP) or dollar value.  Upon the approval of a department director or designee the DVBE requirement may be exempt from a solicitation; however, the three percent (3%) annual goal still applies.  When this occurs, the procurement file should document the reason for exclusion of the DVBE Program Requirement.
Example:

“For the purpose of this solicitation, the DVBE participation requirement was waived.”
2.C1.1 
Meeting DVBE Program Requirements

If DVBE participation is a requirement of a competitive solicitation, at least one of the following three ways to comply with the DVBE program requirements must be documented in the bid:

Commitment to full DVBE participation, i.e., locate and commit to using certified DVBE firms who will perform at least three percent (3%), or the percent of work specified by the solicitation
Good Faith Effort made to obtain DVBE participation
DGS-approved Business Utilization Plan 

2.C1.2 
Advertising and the Good Faith Effort

The five-step Good Faith Effort process is established in PCC 10115.2 and CCR, Title 2, section 1896.63.  The five legally defined "Good Faith Effort" steps are:

1. Contact was made with the awarding department to identify DVBEs
2. Contact was made with other State and federal agencies and with local DVBE organizations to identify DVBEs
3. Advertisement was published in trade papers and papers focusing on DVBEs, unless time limits imposed by the awarding department do not permit that advertising 

4. Invitations to bid were submitted to potential DVBE contractors
5. Considered available DVBEs

As part of documenting DVBE Good Faith Effort, advertising in trade papers and DVBE focus papers is required unless waived by the department (only step that may be reduced or waived based on determination of urgency).  The DGS/PD’s OSDS publishes a DVBE Resource Packet on its web site that lists approved DVBE trade and focus papers.  
Click here to access the DVBE Resource Packet

Topic 2 – Broker/Agency Status for DVBE
2.C2.0
Broker/Agent Status for DVBE

The State must obtain declarations from certified DVBEs as identified below pursuant to MVC sections 999.2(b) through 999.9.  The purpose is to eliminate the benefits of DVBE status from those contractors who are using their certified status and obtaining State funds, but working only as brokers or agents. Therefore, in order to enable the State to verify that a DVBE is not an equipment broker, the DVBE’s Federal Tax Information Number must be reported on the Std. 843.
2.C2.1
Definition of Broker/Agency and Equipment Broker

MVC Section 999.2(b) provides definitions for the following terms:

· “Broker” or “agent” means any individual or entity, or combination thereof, that does not have title, possession, control, and risk of loss of materials, supplies, services, or equipment provided to an awarding department, unless one or more certified disabled veterans has 51 percent ownership of the quantity and value of the materials, supplies, services, and of each piece of equipment provided under the contract

· “Equipment broker” means any broker or agent who rents equipment, directly or indirectly, to an awarding department

2.C2.2
Impacted DVBEs

Declarations are to be obtained using a Disabled Veteran Business Enterprise Declaration (form STD. 843 when the State intends to transact business:

· With a certified DVBE prime or

· For equipment rental situations, with either a certified DVBE prime or a prime who is using a certified DVBE subcontractor(s)  

This pertains to all types of transactions including competitive and non-competitive situations.  It applies both when establishing Leveraged Procurement Agreements (LPAs) and when placing orders against LPAs.

Click here for form Std. 843, Disabled Veteran Business Enterprise Declaration

2.C2.3
Purchase Document Submission

When DVBEs are involved as identified above:

· Departments that submit purchase documents for PD review and approval are to provide a copy of the Std. 843(s).  

· Purchase documents submitted to PD in conjunction with emergency acquisitions must include a copy of the Std. 843(s)]

2.C2.4
Declaration Information

As long as all other requirements are met (such as commercially useful function), the State can still transact business with a DVBE that is determined to be a broker or agent or who declares that one or more of its DV owners or DV managers does not own at least 51% of the equipment to be rented; however, the DVBE:

· Will not receive the benefit of their certification for the respective transaction (This includes benefit, as applicable, for a DVBE incentive) and

· Participation (attributed to the DVBE that is the broker) will not count towards the awarding department’s annual DVBE participation goal

2.C2.7
Notify OSDS

Notify the Office of Small Business and DVBE Services (OSDS), Compliance Unit (375-4940), when the completed Std. 843 identifies that:

· A DVBE is a broker or agent (in Section 2 of the form)

· If rental equipment is to be provided, one or more of the DV owners or DV managers of the DVBE does not own at least 51% of the equipment to be rented (in Section 3 of the form)

Note: When notifying OSDS, provide a copy of the Std. 843.  Also provide your contact information.

2.C2.9
OSDS Role

The OSDS reviews and certifies DVBEs.  To support the requirements of MVC sections 999.2(b) through 999.9, the OSDS requires all DVBEs (both new applicants and those currently certified) to declare their status as a broker or agent, submit the business enterprise’s federal tax returns and – for those who rent equipment to the State – to submit their personal tax returns.

DVBEs who rent equipment to the State and who fail to submit their personal tax returns to OSDS automatically attain broker or agent status and will be considered non-certified for DVBE participation goal purposes.

2.C2.10
Consequences

Failure of a DVBE to submit business enterprise federal tax returns to OSDS will:

· Prohibit benefit of DVBE certification in any State contract until compliance occurs 

· Result in OSDS decertification of the DVBE

· Prohibit the DVBE from participating in State contracts until the business is in compliance

· Negate DVBE annual three percent (3%) participation credit for any funds expended involving the DVBE  

2.C2.11
DVBE Responsibility
The law requires that a DVBE that fails to maintain certification requirements shall immediately notify departments with current contracts, and the administering department, of the situation.  The notification shall identify the particular certification requirement that has not been maintained (M&VC §999.2(h)).   

Topic 3 – DVBE Incentive
2.C3.0 
Authority
MVC section 999.5 et seq. authorized the DGS to establish a DVBE incentive process to enhance participation of DVBEs in state contracting.  Depending on the bid evaluation methodology (low cost or high point) there are different ways incentives can be created.  A DVBE incentive must be offered in any solicitation in which the DVBE Program Requirements are used by the DGS/PD.  
2.C3.1 
Definition of DVBE Incentive
A DVBE incentive encourages participation of certified DVBEs in solicitations by providing an adjustment of price for awards based on low price or points for awards based on high score.  Incentive percentages will be determined for a particular transaction based upon a business strategy to achieve the annual goal.  As applicable, for responsive bids from responsible bidders:


· The net bid price for awards based on low cost will be reduced for evaluation purposes only by the amount of DVBE incentive as applied to the lowest responsive net bid price or

· For awards based on high point, an individual administrative requirement shall award points for DVBE participation.

2.C3.2
Applicability

The DVBE incentive applies to all competitive solicitations regardless of format (e.g., RFQ, IFB, RFP), delivery method or dollar threshold whenever the solicitation includes the DVBE program participation requirement.   With approval of the DGS Director or his/her designee, the DGS/PD uses an Exemption List that waives the use of the California DVBE Participation Requirements package for specified IT goods/services or transactions.
Click here to access the California DVBE Participation Requirements packet, revised 12/30/05.
2.C3.3
Incentive vs. Preference

The application of an incentive varies from that of a preference both in when it is included in 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 the DGS/PD to determine incentive percentages for a particular transaction based upon a business strategy to achieve their annual goal.

2.C3.4
Incentive Percentages
Competitive solicitations, regardless of solicitation format (e.g., RFQ, IFB or RFP) delivery method or dollar value that include the DVBE participation requirement must identify in the solicitation the allowable incentive percentage(s) and how evaluation will occur. 

The following (also reference DVBE Program Requirement packet revised 12/30/05) identifies the percentage(s) used to adjust the net bid price when calculating the DVBE incentive for awards based on low price.  
Confirmed DVBE participation:

· Over 3% - DVBE incentive is 10%

· 3% - DVBE incentive is 7%

· 2% up to 3% - DVBE incentive is 5%

· 1% up to 2% - DVBE incentive is 3%


Should the circumstances of a particular acquisition dictate the need, the DVBE Program Requirements packet provides a provision to override the table with another table that must be included in the solicitation and that either depicts:

· A different scale with varying percentages or
· One incentive percentage

Note:    In either instance, before including either of the above variances in the DVBE incentive requirements, the rationale for the change must be documented in the procurement file.  

2.C3.5
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.
Topic 4 – Applying DVBE Incentive for Low Cost Awards

2.C4.0
When the DVBE Incentive is Calculated for Low Cost
If included in the solicitation, the bidder must be compliant with the DVBE Program Requirement and responsive to all other requirements, including a CUF being performed by the DVBE(s).  The incentive is only given to those who are responsive to the DVBE Program Requirement and propose DVBE participation in the resulting purchase document.  
When award is based on low cost, the SB preference is applied first and the DVBE incentive calculation is second 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 1: 
The net bid price of the lowest responsive and responsible bidder is not a certified SB.  This pertains both before and after application of the small business preference.


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

Test 2:
There are one or more responsive bids from responsible bidders eligible to receive the DVBE incentive.
2.C4.1
Maximum Incentive Allowed for Low Cost Awards

The maximum DVBE incentive allowed may not exceed 10% or $100,000, whichever is less for any bid.

Combined incentive and preference allowances (SB, TACPA, LAMBRA, EZA and/or recycled) may not exceed 15% or $100,000, whichever is less.  
2.C4.2
Calculating the Incentive

Below are the steps that 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.

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

4. Determine the lower of the “calculated incentive amount” or the incentive maximum (10% or $100,000, whichever is lower).  The lower amount is the incentive amount.

Note: If preferences are also applicable, make sure the cumulative adjustment does not exceed $15% or $100,000, whichever is lower.


5. Subtract the lower figure from the net bid price of the bidder.  If a preference calculation was performed, the cumulative adjustment is deducted.


6. Repeat Steps (as needed) for each qualified bidder

2.C4.3
Examples for Award Using Low Cost Methodology
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).   

Key to Examples:

Terminology 
Term definition for the purposes of these examples

DVBE 
Bidder is eligible for the DVBE incentive 

SB 
Prime bidder is a California certified small business

MB 
Prime bidder is California certified microbusiness

SB/NVSA 
Prime bidder is a California certified small business nonprofit veteran service agency

NS 
Prime is a non-small business claiming preference due to qualifying 


subcontractors
Test #1 Not Met 
Example 1: The lowest responsive, responsible bidder is a certified SB and there is not another responsive, responsible SB eligible to receive the DVBE incentive; therefore, neither a SB 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.

Bidder A
Bidder B
Bidder C
Bidder D
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:  
SB*
None
SB
MB
Eligible DVBE participation:  
1% *
3%
None
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Evaluated bid price: 
$8,100
$8,150
$8,300
--
Final Rank:
1
2
3
n/a
The award is to Bidder A.
Example 2:  Test #1 is not met – Although initially the lowest responsive, responsible bidder is not a certified SB, following application of the SB preference the lowest responsive, responsible bidder is a certified SB and there is not another responsive, responsible SB eligible to receive the DVBE incentive; therefore, a DVBE incentive calculation is not performed for any bidder.


Bidder A
Bidder B
Bidder C
Bidder D
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:  
None*
SB
None
MB
Eligible DVBE participation:  
3% *
1%
None
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Preference amount:
--
$405
--
n/a
Subtotal:
--
$7,745
--
--
Rank:
2
1*
3
n/a
Evaluated bid price: 
$8,100
$7,745
$8,300
--
Final Rank:
2
1
3
n/a
The award is to Bidder B.

Test #2 Not Met 


Example:  
Test #1 is met – *The lowest responsive, responsible bidder is not a certified SB.  
Test #2 not met – There are no responsive, responsible bidders eligible to receive the DVBE incentive; therefore, no incentive calculation is performed.


Bidder A
Bidder B
Bidder C
Bidder D
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:  
None*
None
None
MB
Eligible DVBE participation:  
None*
None
None
2%
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Evaluated bid price: 
$8,100
$8,150
$8,300
--
Final Rank:
1
2
3
n/a
The award is to Bidder A.

Incentive Calculation 
Example 1:  

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

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


Bidder A
Bidder B
Bidder C
Bidder C

Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:  
NS*
None
None
MB
Eligible DVBE participation:  
None* 
None
1%
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Preference amount:
n/a**
--
--
--
Incentive percentage:
--
--
3%
--
Incentive amount:
--
--
$243
--
Evaluated bid price: 
$8,100
$8,150
$8,057
--

Final Rank:
2
3
1
n/a
The incentive calculation is performed as follows:

1. Identify the net bid price of the #1 ranked bidder (Bidder A at $8,100).

2. Determine the corresponding percentage of DVBE incentive for the bidder; Bidder C has 1% DVBE participation so the incentive is 3%.

3. Determine the “calculated incentive amount” ($8,100 X .03 = $243).

4. Select the lower of the “calculated incentive amount” or the incentive maximum ($243 is lower than $810 [10% of $8,100]).

5. Subtract the lower figure from the net bid price of Bidder C ($8,300 - $243 = $8,057).  

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

The award is to Bidder C.

**Note:  Although Bidder A is a NS with at least 25% SB subcontractor participation, no SB preference calculation is performed since Bidder A has the #1 ranked net bid price.

Example 2:  
Test #1 is met – *The lowest responsive, responsible bidder is eligible to receive a SB preference, but the prime is not a certified SB.  
Test #2 is met – There is a responsive, responsible bidder eligible to receive the DVBE incentive (Bidder C). 


Bidder A
Bidder B
Bidder C
Bidder C
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:  
NS*
None
None
MB
Eligible DVBE participation:  
1% *
None
2%
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Preference amount:
n/a**
--
--
--
Incentive percentage:
3%
--
5%
--
Incentive amount:
$243
--
$405
--
Evaluated bid price: 
$7,857
$8,150
$7,895
--
Final Rank:
1
3
2
n/a
The incentive calculation is performed as follows:

1. Identify the net bid price of the #1 ranked bidder (Bidder A at $8,100)

2. Determine the corresponding percentage of DVBE incentive for the bidder; Bidder C has 1% DVBE participation so the incentive is 3%

3. Determine the “calculated incentive amount” ($8,100 X .03 = $243)

4. Select the lower of the “calculated incentive amount” or the incentive maximum ($243 is lower than $810 [10% of $8,100])

5. Subtract the lower figure from the net bid price of Bidder C ($8,300 - $243 = $7,857)

6. Repeat Steps for each qualified bidder: Bidder C is also eligible with 2% participation – so the incentive is 5%.  The “calculated incentive amount” is $8,100 x .05 = $405.  The evaluated bid price is $8,300 - $405 = $7,895.
The award is to Bidder A.

**Note: Although Bidder A is a NS with at least 25% SB subcontractor participation, no SB preference calculation is performed since Bidder A has the #1 ranked net bid price.

Example 3
Test #1 is met – *The lowest responsive, responsible bidder is a certified SB but there is another responsive, responsible SB 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 SB; therefore in this instance, an incentive adjustment would not be applicable for this bidder. 


Bidder A
Bidder B
Bidder C
Bidder D
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:
SB*
NS
MB*
MB
Eligible DVBE participation:
1%
3%
2%
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
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:
$7,857
$8,150
$7,895
--
Final rank:
1
3
2
n/a
The incentive calculation is performed as follows:

1. Identify the net bid price of the #1 ranked bidder (Bidder A at $8,100)

2. Determine the corresponding percentage of DVBE incentive for the bidder; Bidder A has 1% DVBE participation so the incentive is 3%

3. Determine the “calculated incentive amount” for Bidder A ($8,100 X .03 = $243)

4. Select the lower of the “calculated incentive amount” or the incentive maximum ($243 is lower than $810 [10% of $8,100])

5. Subtract the lower figure from the net bid price of Bidder A: $8,100 - $243 = $7,857

6. Repeat Steps for each qualified bidder; Bidder C is also eligible with 2% participation – so the incentive is 5%.  The “calculated incentive amount” is $8,100 x .05 = $405.  The evaluated bid price is $8,300 - $405 = $7,895.  

Award: The award is to Bidder A.

**Note: Since the #1 ranked bidder (Bidder A) is a SB, no SB preference calculation is performed.

Example 4
Test #1 is met – *Following application of the SB preference the lowest responsive, responsible bidder is a certified SB (Bidder B).  However, there is another responsive, responsible certified SB 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). 


Bidder A
Bidder B
Bidder C
Bidder C
Responsive and responsible:
Yes
Yes
Yes
No
Eligible preference:
None
SB
MB*
MB
Eligible DVBE participation:
None
1%
2%
None
Bid amount:
$8,200
$8,150
$8,300
$8,000
Net bid price:
$8,100
$8,150
$8,300
$8,000
Rank:
1*
2
3
n/a
Preference amount:
--
$405
$405
n/a
Subtotal:
--
$7,745
$7,895
--
Rank
3
1*
2
n/a
Incentive percentage:
--
3%
5%
--
Incentive amount:
--
$243
$405
--
Evaluated bid price:
$8,100
$7,502
$7,490
--
Final rank:
3
2
1
n/a
The incentive calculation is performed as follows:
1. Identify the net bid price of the #1 ranked bidder (Bidder A at $8,100)

2. Determine the corresponding percentage of DVBE incentive for the bidder; Bidder B has 1% DVBE participation so the incentive is 3%

3. Determine the “calculated incentive amount” for  Bidder B ($8,100 X .03 = $243)

4. Select the lower of the “calculated preference amount” or the preference maximum ($243 is lower than $810 [10% of $8,100]).  Select the lower of the cumulative adjustment ($405 + $243 = $648) or the cumulative preference maximum (15% of $8,100 = $1,215).  

5. Subtract the lower figure from the net bid price of  Bidder B: $8,150 - $648 = $7,502

6. Repeat Steps for each qualified bidder; Bidder C is also eligible with 2% participation – so the incentive is 5%.  The “calculated percentage amount” is $8,100 x .05 = $405.  Deduct the cumulative adjustment ($405 + $405 = $810) from the net bid price: $8,300 - $810 = $7,490.  

The award is to Bidder C.
Topic 5 – Applying DVBE Incentive for High Point Awards
2.C5.0
When the DVBE Incentive is Calculated for High Point Awards
When the DVBE Program Requirement packet is included in solicitations for which award is based on high point, a desirable administrative requirement that awards points based on the amount of DVBE participation obtained must be included.  Points are only awarded to the bidders responsive to the DVBE Program Requirement who propose DVBE participation in the resulting purchase document.

2.C5.1
Points

Allowable points in high score awards are to be identified in a desirable administrative requirement.  To determine how many points to allow, a calculation can be performed against the total possible non-technical points (including points for cost) as designated within the solicitation.  However, points must be aligned with the scoring system used in the particular solicitation and considered proportionate.  The methodology used to determine incentive points must be reasonable and consider the impact on the technical solution.  The rationale explaining the methodology is to be documented in the file.  If the scoring system incorporates a minimum/maximum designation for points, the calculation should be based on the minimum points possible.  A scale that correlates participation to incentive percentage, such as the one below, can be used to determine allowable points.  
2.C5.2
DVBE Point Scale

Confirmed DVBE Participation of:
DVBE Incentive:

Over 3%
10%


3%
7%


2% up to 3%
5%


1% up to 2%
3%
2.C5.3
Solicitation Creation Example

For this example, the solicitation has an evaluation methodology weight for cost of 50%.  Point values for technical requirements and other administrative requirements have already been determined.  The highest point value assigned to an individual technical requirement is 30 points with 20 being the highest number of points assigned for an administrative requirement.  The last point value being determined is for the incentive.  The DVBE point scale identified above is being used.  Prior to determining incentive points, the solicitation draft has identified:

· 200 points for administrative requirements,

· 400 points for technical requirements, and therefore

· 600 points tentatively for cost

Step 1: Compute at least 3%, but not more than 10%, of non-technical points.

For this example, the amount “800” is the sum of administrative and tentative cost points. 

Confirmed DVBE Participation of: 
Calculation:


Over 3%
10% x 800 = 80

 
3%
  7% x 800 = 56


2% up to 3%
  5% x 800 = 40


1% up to 2%
  3% x 800 = 24

Step 2: As necessary, adjust points to be reasonable and proportionate based on the dynamics of the transaction.

As a result of consideration being given to various factors, it is determined that when the solicitation is released the administrative requirement for the DVBE incentive will identify points per the table below.  The factors that influenced the decision include the:

· Department’s prior success meeting the annual 3% DVBE goal

· Estimated price of the transaction

· Criticality of the technical solution, and 

· Highest point values associated with administrative and technical requirements 

Confirmed DVBE Participation of: 
Possible Points:


Over 3%
30


3%
21


2% up to 3%
15


1% up to 2%
  9

The result is that points in the solicitation will be designated as:

· 230 maximum points for administrative requirements (includes the incentive)

· 400 points for technical requirements and

· 630 points for cost (230 + 400: reflects weight of 50%)  
2.C5.4
Evaluation Example

The following example demonstrates how points are calculated during the evaluation.  The example is based on the previous solicitation.  For purposes of this example, the scoring methodology in the solicitation identifies the following steps for responsive bids from responsible bidders:

Step 
Actions When Calculating the Score
   1
Add points awarded for technical and administrative requirements to obtain a non-cost score (this includes points for the incentive).

   2
Divide the lowest responsive/responsible evaluated bid price by the bidder’s evaluated bid price to obtain a cost ratio.

   3
Multiply the cost ratio by 630 (points for cost) to obtain a cost score.

   4
Add the non-cost score to the cost score to obtain the total score.

2.C5.5
Example – High Point Award

For this example, two bidders are determined to be responsible with responsive bids.  No preferences are applicable.  


Bidder A
 Bidder B

Eligible DVBE participation 
None
           3%

Incentive points
0
           21

Other awarded Administrative points
 180
         160

Administrative score
 180 (0 + 180)
 181 (21 + 160)

Technical score
320
          350

Non-cost score (Step 1)
500 (180 + 320)
531 (181 + 350)

Evaluated bid price
$600,000
      $612,000

Cost ratio (Step 2)
1
           .98



(600,000/600,000)
(600,000/612,000)

Cost score (Step 3)
630 (1 x 630)
          617 (.98 x 630)

Total score (Step 4)
1130 (500 + 630)
        1148 (531 + 617)

Award: The award is to Bidder B.

2.C5.6
No Administrative Points

If the solicitation does not provide points for administrative requirements (requirements are pass/fail), allowable incentive points can be determined based on an amount that considers factors in addition to cost points. Factors include, but are not limited to:
· A department’s business strategy to achieve its annual 3% goal

· The highest number of points allocated to a technical requirement

· The quantity of potential DVBEs that provide the needed goods/services

· Funding limitations  

In this situation, the DVBE incentive is the only administrative requirement that will award points.  

2.C5.7 
Tie Between Suppliers Claiming Incentive

In the event of a precise tie between the bid of a SB and the bid of a DVBE that is also a SB, the award shall go to the DVBE that is also a SB.  (Reference GC section 14838 (f) and 2 CCR section 1896.8(f)).
Note:  Only the recycle preference* can preclude award to a small business that is either ranked #1 or moves into the #1 rank following application of the small business preference.  However, one small business can displace another small business for award as a result of application of other preferences and/or the DVBE incentive.  

*The recycle preference is limited to $50,000 if its application would preclude award to a small business.   

Section D
Small Business Preference and Competitive Solicitations
2.D.0  
Preference Amount

· A five percent (5%) preference shall be offered to California certified SBs when a competitive solicitation is being conducted.  The SB preference applies for competitive solicitations regardless of the solicitation format (e.g., RFQ, IFB, RFP) or dollar value with few exceptions.

Exception: 
The SB preference is not applicable when:

· Using the SB/DVBE Option as the procurement approach in accordance with GC 14838.5(a) or 

· The buyer is applying one of the acceptable methodologies to determine fair and reasonable pricing when a response is received from a single source in accordance with GC 14838.5(c). 
See Chapter 3 – Competitive Solicitations of this manual for information regarding the SB/DVBE Option process and fair and reasonable pricing and evaluation. 

Note:  The above exception for application of the SB preference would not apply to departments with purchasing authority who have internal procedures that require solicitation of more than one supplier under GC section 14838.5(c).
2.D.1  
Applying the Preference

If SB preference is claimed, it must be applied when a responsible bidder that is not a California certified SB submits the lowest responsive bid.  Also see Topic 2 of this chapter for CUF requirements.

2.D.1.1
Example – Award Based on Low Price

1. Calculate 5% of the net bid price of the business that does not qualify for the SB preference.  The bid must be the lowest responsive bid.

Note:  “Net bid price of business that does not qualify for the SB preference” is the value of the offer excluding sales and use tax, finance charges, postage and handling charges.  Shipping charges are also excluded from the net cost unless the shipping charge is included in the evaluation such as FOB Origin, Freight Collect or FOB Destination.  The net bid price includes any evaluation corrections and applicable discounts.



2. Subtract this amount from all qualifying bids


3. If no other preferences or the DVBE incentive are applicable, re-rank bids to determine which bidder has the low responsive bid.

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

4. Documenting the file includes recording the SB preference calculations.

Example: 


Supplier A – Bidder that did not qualify for the SB preference:  Multiplied the low net bid price by preference factor ($12,500 x .05 = $625)
Supplier B – Certified SB:  Subtracted the preference adjustment from the net bid price ($13,000 - $625 = $12,375)
Results:  Since $12,375 is less than $12,500 the award was made to the certified SB (assuming all other conditions of the solicitation were met).

2.D.1.2
Example - Awards Based on High Point 

Small business preference calculation is performed for awards based on high points when both of the following tests are met:

Test 1:
The highest scored responsive bid is from a responsible bidder whose bid is not eligible to receive the five (5%) preference.

Test 2:
There are one or more responsive bids from responsible bidders eligible to receive the five (5%) preference.

Note:
The tests are only applicable when the SB preference is the only eligible preference/incentive for bidders.  

When both tests are met, the following steps are used to calculate the preference for awards based on attainment of the highest score.

1. Identify the bidder with the #1 ranked bid (the responsive bid with the highest total score (Note:  When the #1 ranked bid is eligible for the SB preference, applying the preference is not necessary since it would not result in displacement of the #1 ranked bid.)

2. Multiply the total score of the #1 ranked bid by five (5%) to determine the preference amount (per GC section 14838(b)(2)).

3. Add the preference amount to the total score of responsive bids eligible to receive the preference.

The following are examples based on a value effective IT solicitation where only the SB preference was claimed by bidders and a two-envelope method was used.

Test #1 Not Met

Example:  Test #1 is not met – *The #1 ranked bidder is eligible to receive the preference; therefore, a preference calculation is not performed.


Bidder A
Bidder B
Bidder C
Bidder D

Responsive & responsible
Yes
Yes
Yes
No

Eligible preference
NS*
None
SB
MB

Combined administrative &
400
450
450
550

  Technical score

Score based on price bid
1200
1140
1100
n/a

Total score
1600
1590
1550
--

Rank
1*
2
3
n/a

Final score
1600
1590
1550
--

Final rank
1
2
3
n/a

The award is to Bidder A.

Test #2 Not Met

Example:  

Test #1 is met –
*The #1 ranked bidder is not eligible to receive the preference.

Test #2 not met -
There are no responsive bidders eligible to receive the preference; therefore, no preference calculation is performed.


Bidder A
Bidder B
Bidder C
Bidder D

Responsive and responsible
Yes
Yes
No
No

Eligible preference
None*
None
SB
MB

Combined administrative &
400
450
450
550

  Technical score

Score based on price bid
1200
1140
n/a
n/a

Total score
1600
1590
--
--

Rank
1*
2
n/a
n/a

Final score
1600
1590
--
--

Final rank
1
2
n/a
n/a

The award is to Bidder A.

Preference Calculation

Example:  

Test #1 is met – 
*The #1 ranked bidder is not eligible to receive the preference.

Test #2 is met – 
There is a responsive bidder eligible to receive the preference (Bidder C). 


Bidder A
Bidder B
Bidder C
Bidder D

Responsive and responsible
Yes
Yes
Yes
No

Eligible preference
None*
None
SB
MB

Combined administrative &
400
450
450
550

  Technical score

Score based on price bid
1200
1140
1100
n/a

Total score
1600
1590
1550
--

Rank
1*
2
3
n/a

Preference amount


80

Final score
1600
1590
1630
--

Final rank
2
3
1
n/a

The preference calculation is performed as follows:

1. Identify the total score of the #1 ranked bidder (Bidder A at 1600).

2. Determine the preference amount (1600 X .05 = 80).

3. Add the preference amount to the total score of bids eligible to receive the preference (Bidder C: 1,550 + 80 = 1,630).

The award is to Bidder C.  

2.D.2
Maximum Preference Allowed for Low Cost Awards

In accordance with 2 CCR section 1896.8 (e) the maximum SB bid preference allowed may not exceed $50,000 for any bid, and the combined cost of preferences granted may not exceed $100,000 total.  Combined bid preferences and incentives (SB, recycle, DVBE, TACPA, EZA, and/or LAMBRA) may not exceed 15% or $100,000 whichever is less.
2.D.3
Tie Between Suppliers Claiming Incentive

In the event of a precise tie between the bid of a certified SB and the bid of a certified DVBE that is also a SB, the award shall go to the DVBE that is also a SB.  (Reference GC section 14838 (f) and 2 CCR section 1896.8(f)).
Note:  Only the recycle preference* can preclude award to a small business that is either ranked #1 or moves into the #1 rank following application of the small business preference.  However, one small business can displace another small business for award as a result of application of other preferences and/or the DVBE incentive.  

*The recycle preference when award is based on low cost is limited to $50,000 if its application would preclude award to a small business.   

2.D.4
SB Reporting

Refer to SCM, Vol. 2 (PAM), Chapter 12 - Reporting Requirements for SB participation reporting requirements.

Section E
Non-Small Business Subcontractor Preference and Competitive Solicitations

2.E.0
Preference Amount

A five percent (5%) preference shall be offered to a non-small business (NS) that commits to subcontract at least 25 percent (25%) of its net bid price to a California certified SB(s) per GC section 14838(b)(1)(2).

Exception: The NS preference is not applicable when the solicitation is being conducted using the “SB/DVBE Option” procurement approach or if the acquisition is less than $5,000 and price has been documented to be fair and reasonable.  See Chapter 3 – Competitive Solicitations for detailed information regarding the SB/DVBE Option process and fair and reasonable pricing and evaluation. 

Note:  The above exception for application of the SB preference would not apply to departments with purchasing authority who have internal procedures that require solicitation of more than one supplier under GC section 14838.5(c).
2.E.1
Documenting the Commitment

An NS claiming 25 percent (25%) California certified SB subcontractor participation must identify applicable subcontractor information in their bid response to support the subcontracting claim.  Completion of the Bidder Declaration serves this purpose.


Note:  Each listed California certified SB must perform a CUF in performance of the contract as defined in GC section 14837 (d)(4).

2.E.2
Required Solicitation Language

When applying the preference to a solicitation that is not written, the same concepts required for a written solicitation must be applied.  Also see Title 2 CCR sections 1896.6 and 1896.8.
Required NS solicitation language:
“A five percent (5%) bid preference is available to a non-small business (NS) claiming twenty-five percent (25%) California certified small business (SB) subcontractor participation.  If claiming the NS subcontractor preference, the bid response must include a list of the SB(s) with which you commit to subcontract in an amount of at least twenty-five percent (25%) of the net price with one or more California certified SBs.  Each listed certified SB must perform a “commercially useful function” in the performance of the contract as defined in Government Code section 14837(d)(4).

“The required list of California certified SB subcontracts must be attached to the bid response and must include the following: 1) subcontractor name, 2) address, 3) phone number, 4) a description of the work to be performed and/or products supplied, and 5) the dollar amount or percentage of the net bid price (as specified in the solicitation) per subcontractor.  Completion of the Bidder Declaration serves this purpose.
“Bidders claiming the five percent (5%) preference must commit to subcontract at least twenty-five percent (25%) of the net bid price with one or more California certified SBs.  Completed certification applications and required support documents must be submitted to the Office of Small Business and DVBE Services (OSDS) no later than 5:00 p.m. on the bid due date, and the OSDS must be able to approve the application as submitted.  Questions regarding certification should be directed to the OSDS at (916) 375-4940.”

2.E.3
Applying the Preference

If the SB preference is claimed, it must be applied when a responsible bidder that is not eligible for the SB preference submits the lowest responsive bid.  
2.E.3.1
Example - Award Based on Low Price 

The following is an example of applying the SB preference to determine the successful bidder when award is based on low price.  



Bid After Applying


Bidder
Net Bid Price
   SB Preference
Status of Bidder


A
$19,670
$18,694
NS subcontractor preference (commits to 25% certified SB participation)

B
$19,975
$19,975
Does not claim to be SB and does not claim NS subcontractor participation.


C
$19,520
$19,520
Does not claim to be SB and does not claim NS subcontractor participation.
1. Calculate 5% of the net bid price of the lowest responsible and responsive bid.  In this example Bidder C is the lowest responsive bid. 

Bidder C:  Multiply net bid price by the preference factor ($19,520 x .05 = $976).  $976 is the preference value to be applied for evaluation purposes to NS and SB.

2. Subtract the preference value from the bid amount of Bidder A claiming NS subcontractor preference.  

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

3. Apply the results of No. 2 above as follows:

Bidder A (NS claiming subcontractor preference):  Subtract preference value amount from the net bid price of Bidder A.   
($19,670 - $976 = $18,694)

Results:  Since $18,694 is less than $19,520 the award is made to Bidder A.


4. Document the procurement file in sufficient detail to support the award.  This includes recording the NS preference calculations.

Note:  In the case above, if Bidder C was a SB, a preference would not be calculated since a SB that is already ranked #1 cannot be displaced for award due to application of the SB preference.    
2.E.3.2
Example - Award Based on High Point Awards 

Small business preference calculation is performed for awards based on high points when both of the following tests are met:

Test 1:
The highest scored responsive bid is from a responsible bidder whose bid is not eligible to receive the five (5%) preference.

Test 2:
There are one or more responsive bids from responsible bidders eligible to receive the five (5%) preference.

Note:
The tests are only applicable when the SB preference is the only eligible preference/incentive for bidders.  

When both tests are met, the following steps are used to calculate the preference for awards based on attainment of the highest score.

1. Identify the bidder with the #1 ranked bid (the responsive bid with the highest total score (Note:  When the #1 ranked bid is eligible for the SB preference, applying the preference is not necessary since it would not result in displacement of the #1 ranked bid.)
2. Multiply the total score of the #1 ranked bid by five (5%) to determine the preference amount (per GC section 14838(b)(2)).

3. Add the preference amount to the total score of responsive bids eligible to receive the preference.

The following are examples based on a value effective IT solicitation where only the SB preference was claimed by bidders and a two-envelope method was used.

Test #1 Not Met

Example:  Test #1 is not met – *The #1 ranked bidder is eligible to receive the preference; therefore, a preference calculation is not performed.


Bidder A
Bidder B
Bidder C
Bidder D

Responsive & responsible
Yes
Yes
Yes
No

Eligible preference
NS*
None
SB
MB

Combined administrative &
400
450
450
--
  Technical score

Score based on price bid
1200
1140
1100
n/a

Total score
1600
1590
1550
--

Rank
1*
2
3
n/a

Final score
1600
1590
1550
--

Final rank
1
2
3
n/a

The award is to Bidder A.

Test #2 Not Met

Example:  
Test #1 is met –
*The #1 ranked bidder is not eligible to receive the preference.

Test #2 not met -
There are no responsive bidders eligible to receive the preference; therefore, no preference calculation is performed.


Bidder A
Bidder B
Bidder C
Bidder D

Responsive and responsible
Yes
Yes
No
No

Eligible preference
None*
None
SB
MB

Combined administrative &
400
450
--
--
  Technical score

Score based on price bid
1200
1140
n/a
n/a

Total score
1600
1590
--
--

Rank
1*
2
n/a
n/a

Final score
1600
1590
--
--

Final rank
1
2
n/a
n/a

The award is to Bidder A.

Preference Calculation

Example:  

Test #1 is met – 
*The #1 ranked bidder is not eligible to receive the preference.

Test #2 is met – 
There is a responsive bidder eligible to receive the preference (Bidder C). 


Bidder A
Bidder B
Bidder C
Bidder D

Responsive and responsible
Yes
Yes
Yes
No

Eligible preference
None*
None
SB
MB

Combined administrative &
400
450
450
--
  Technical score

Score based on price bid
1200
1140
1100
n/a

Total score
1600
1590
1550
--

Rank
1*
2
3
n/a

Preference amount


80

Final score
1600
1590
1630
--

Final rank
2
3
1
n/a

The preference calculation is performed as follows:

4. Identify the total score of the #1 ranked bidder (Bidder A at 1600).

5. Determine the preference amount (1600 X .05 = 80).

6. Add the preference amount to the total score of bids eligible to receive the preference (Bidder C: 1,550 + 80 = 1,630).
The award is to Bidder C.  
2.E.4  
Ties Between Suppliers Claiming Preferences
In the event of a precise tie between a California certified SB bid and an NS subcontracting with California certified SB, the award will be made to the California certified SB.

Click  here to access the SB regulations contained in the CCR, Title 2 section 1896.

Note:  Only the recycle preference can preclude award to a small business that is either ranked #1 or moves into the #1 rank following application of the small business preference.  However, one small business can displace another small business for award as a result of application of other preferences and/or the DVBE incentive.  

2.E.5  
Maximum Preference Allowed for Low Price Awards
In accordance with 2 CCR section 1896.8 (e) the maximum SB bid preference allowed may not exceed $50,000 for any bid, and the combined cost of preferences granted may not exceed $100,000 total.  Combined bid preferences and incentives (SB, recycle, DVBE, TACPA, EZA, and/or LAMBRA) may not exceed 15% or $100,000 whichever is less.
2.E.6  
SB Reporting

See SCM, Vol. 2 (PAM), Chapter 12 – Reporting Requirements, for SB participation reporting requirements.
Section F
Small Business/Nonprofit Veteran Service Agencies
and Competitive Solicitations

2.F.0
Preference Amount

Nonprofit veteran service agencies (NVSA) that have been California certified as a small business nonprofit veteran service agency (SB/NVSA) are eligible to claim the five percent (5%) SB preference when responding to competitive solicitations.
2.F.1
Eligibility

NVSA suppliers will be designated as SB/NVSA certified and identified on the OSDS website.  A SB/NVSA must possess a valid California certification before the time bids are due.  

2.F.2
Verifying Certification Status

California SB/NVSA certification status can be verified by accessing the SB and DVBE Services certified firm inquiry database located on the DGS/PD web page.

Click here to access the SB and DVBE Services web page.  

2.F.3
Applying the Preference for Awards Based on Low Price
The application of the SB preference is only allowed when a SB/NVSA is acting as the prime bidder.  The SB preference must be applied when a responsible bidder not eligible for the SB preference submits the lowest responsive bid.

1. Calculate 5% of the net bid price of the business that does not qualify for the SB preference.  The bid must be the lowest responsive bid.

Note:  “Net bid price of the bid that does not qualify for the SB preference” is the value of the offer excluding sales and use tax, finance charges, postage and handling charges.  Shipping charges are also excluded from the net cost unless the shipping charge is included in the evaluation such as FOB Origin, Freight Collect or FOB Destination.  The net bid price includes any evaluation corrections and applicable discounts.


2. Subtract this amount from all qualifying bids.


3. If no other preferences or the SB/NVSA are applicable, re-rank bids to determine which bidder has the low responsive bid.

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

Documenting the file includes recording the SB preference calculations.

2.F.3.1
Example

Bidder A – Business that does not quality for SB preference:  Multiplied low net bid price by the preference factor.
($12,500 x .05 = $625)

Bidder B – Certified SB:  Subtract $625 from the net bid price.
($13,000 - $625 = $12,375)

Results:  Since $12,375 is less than $12,500 the award is made to the certified SB (assuming all other conditions of the solicitation were met).
2.F.4
SB/DVBE Option

A California certified SB/NVSA may be solicited when conducting a SB/DVBE Option solicitation in accordance with GC section 14838.5 (a).

2.F.5
Notification of Ineligibility

In order to maintain SB/NVSA certification a SB/NVSA is required to provide its employees social security, unemployment and disability benefits.  In the event that the SB/NVSA ceases to be compliant with these requirements, any existing contract awarded as a result of the application of the SB preference must be terminated and the SB/NVSA will be ineligible to contract with the State for two (2) years.

Notification of ineligibility will be disseminated to departments through DGS/PD broadcast bulletins and the information posted to the OSDS website.

Click here to access the DVBE and SB Program Violations and Sanctions web page.

2.F.6
SB/NVSA Reporting

Contract awards to SB/NVSAs shall be separately identified and included with the count of total SB participation as part of the annual reporting requirements.  

See SCM, Vol. 2 (PAM), Chapter 12, Topic 4, for SB reporting requirements.

Section G
Competitive Solicitation Preference Programs
– TACPA/EZA/LAMBRA
(Revised 04/09)

2.G.0
TACPA, EZA and LAMBRA Preferences

Departments granted purchasing authority to conduct any type of competitive solicitation for non-IT goods are required to include the following preference program attachments in solicitations valued at $100,000.00 and greater:

Target Area Contract Preference Act (TACPA)

Enterprise Zone Act (EZA)

Local Agency Military Base Recover Area Act(LAMBRA)

This chapter outlines the use of these programs, the evaluation process, and how to award contracts for non-IT goods. For a discussion on the use of these programs for contracts with non-IT services, see SCM Volume 1; for IT goods and services, see SCM Volume 3. 

The TACPA and EZA preferences apply only to California based firms that demonstrate and certify under penalty of perjury that at least 50 percent of the total labor hours for manufactured goods or 90 percent of the total labor hours for services will be performed in qualifying areas. The LAMBRA preference applies to firms that demonstrate and certify under penalty of perjury that at least 50 percent of the total labor hours for manufactured goods or 90 percent of the total labor hours for services will be performed in qualifying areas experiencing military base closures.

Bidders may also apply for an additional work-force preference of one to four percent if the bidder agrees to perform the contract with persons with high risk of unemployment. The work force preference is as follows:

1 % = 5 to 9 percent of the work force to perform the contract labor hours are individuals with high risks of unemployment.

 2 % = 10 to 14 percent of the work force to perform the contract labor hours are individuals with a high risks of unemployment.

3 % = 15 to 19 percent of the work force to perform the contract labor hours are individuals with a high risks of unemployment.

4 % = 20 or more percent of the work force to perform the contract labor hours are individuals with a high risks of unemployment.
2.G.1 
TACPA/EZA/ LAMBRA Solicitation Language
Departments shall include language that identifies to bidders that the TACPA, EZA, and LAMBRA preferences are applicable to the competitive solicitation. Recommended solicitation language is as follows:

The following preferences will be granted for this procurement. Bidders wishing to take advantage of these preferences will need to review the following websites and submit the appropriate response with the bid:

· Target Area Contract Preference Act (TACPA) 

http://www.pd.dgs.ca.gov/edip/tacpa.htm
· Enterprise Zone Act (EZA)

http://www.pd.dgs.ca.gov/edip/eza.htm
· Local Agency Military Base Recovery Area Act (LAMBRA)

http://www.pd.dgs.ca.gov/edip/lambra.htm
Bidders wishing to take advantage of these preferences are required to submit the following applications/forms:

· TACPA (Std. 830) and/or EZA (Std. 831) and/or LAMBRA (Std. 832)

· Bidder’s Summary of Contract Activities and Labor Hours (DGS/PD 525)

· Manufacturer Summary of Contract Activities and Labor Hours (DGS/PD 526).
2.G.2
Recommended Dollar Value to include Language and Preference Forms
DGS/PD strongly recommends that departments include the solicitation language and preference forms in all competitive solicitations valued at $85,000.00 and greater. If the low responsive bid received from a responsible supplier is $100,000.00 or more, and the department did not include the preference requirements in the solicitation, the department must cancel and re-issue the solicitation.
2.G.3
Program descriptions
The table below provides an overview of each preference program:

	Preference Program
	Program Description

	Target Area Contract Preference Act (TACPA)

Click here to access the 

TACPA preference request (STD.830)
Click here to obtain information on 

Census Track and Block Group Number
	· Pursuant to GC section 4530 – 4535.3

· Encourages and facilitates job maintenance and job development in distressed and declining areas found in California cities and towns.

	Enterprise Zone Act (EZA)

Click here to access the 

EZA preference request (STD.831)
Click here to access the 

California Association of Enterprise Zones
	· Pursuant to GC section 7070 - 7089

· Targets economically distressed areas throughout California.

· Provides tax incentives to businesses and allows private sector market forces to revive the local economy.

· Enterprise zones are located throughout California.

	Local Agency Military Base Recovery Area Act  (LAMBRA)

Click here to access the 

LAMBRA preference request (STD.832)
Click here to access the 

California Association of Enterprise Zones
	· Pursuant to GC section 7105 - 7118

· Promotes employment and economic development at designated military bases in the state.

· Developed to attract reinvestment and re-employ workers.


Contracts excluded from the Preference Programs include construction contracts and contracts with a designated worksite.
2.G.4
Preference Procedures
The DGS, Procurement Division reviews all TACPA, EZA, and LAMBRA applications. Departments must submit all of the following to the DGS, Preference Unit for review:

· Copies of the TACPA (Std. 830), and/or EZA (Std. 831), and/or LAMBRA (Std. 832) application(s)

· Bidder’s Summary (DGS/PD 525)

· Manufacturer’s Summary (DGS/PD 526)

· Copy of Solicitation

· Delivery Schedule (if applicable)

Preference requests are reviewed and generally processed within 5 working days. Applications that do not have the Bidder’s Summary and Manufacturer’s Summary forms attached are rejected.  

If the contract analyst awards the contract to a vendor as a result of a preference, the contract analyst must notify the Preference Unit. The Preference Unit monitors the contract for compliance. Non-compliant contract performance has the following consequences:

1. The contractor will pay to the state any difference between the contract amount and what the State’s cost would have been if the contract had been properly awarded; 

2. In addition to the amount specified in (A), the contractor will be assessed a penalty in an amount of not more than 10 percent of the total value of the contract; and 

3. The contractor will be ineligible to directly or indirectly transact any business with the State for a period of not less than six months and not more than 36 months.

2.G.5
Maximum Preference Allowed
The maximum preference allowed individually (TACPA, EZA, or LAMBRA) is 9 percent (up to 5 percent worksite maximum and up to 4 percent workforce maximum) of the bid amount or may not exceed $50,000.00 for any bid. In combination with any other preferences (TACPA, EZA, LAMBRA, SB, non-SB subcontracting participation, recycled, etc), the maximum limit of the combined preferences is 15 percent of the bid amount and, in no case, shall be more than $100,000.00 per solicitation.

2.G.6 Preference Program Contact 
Click here to access the Dispute Resolution and Preference Program web page.
3.G.7 Sample participation worksheet

Click here to access the Participation Worksheet revised 12/05/07.

Click here to access the Participation Worksheet Instructions revised 12/2007.

Departments are reminded that the use of this form is optional. The form is being provided only as an example of how a department can collect participation data.

Section H

Buy Recycle Program

2.H.0
Using Recycled Content Products

Pursuant to PCC section 12203 each State department shall ensure each of the following:

· At least 50 percent (50%) of reportable purchases are recycled products.

· The reportable purchases of state agencies shall meet each requirement for, and be applied to the total dollar amount of, each specified product category as defined in this article. The purchase of a recycled product from one category may not be applied toward the requirements for, or the total dollar amount of, any other category listed in this article.

· Require the suppliers with whom it contracts to use, to the maximum extent economically feasible in the performance of the contract work, recycled products.
The requirements specified above apply to all reportable purchases of State departments for product categories listed in 2.H.5.
2.H.1
Consider Recycled Products

All State departments, whether granted any type of purchasing authority and purchasing categories or exempt from purchasing authority, will consider recycled products when conducting purchasing activities.

2.H.2
Recycle Preference

Senate Bill 1106 (Statutes of 2005, Committee on Environmental Quality) removed recycle preferences for two recycle categories.  The preference was previously allowed for:

· Paper products and 

· Printing and writing paper  

Per Public Resources Code (PRC) section 42890 et seq., a 5 percent (5%) recycle preference is still available for recycled tire products (also known as tire-derived products).   

2.H.3
Encourage Use of Recycled Tires

Specifications in solicitations seeking products applicable to the tire-derived recycle category are to be written in a manner that is not restrictive and thus results in maximum State purchase of recycled products (PCC §12217(f)).  To encourage the maximum purchase of recycled products, solicitations may be written to require the bid of only recycled products (PCC §12217(e)).
2.H.4
Supplier Certification

If the product falls within the tire-derived recycle product category, a Recycled-Content Certification form (CIWMB 74) must be completed.  The form is to be included in solicitations and requires suppliers to certify in writing the percentage of postconsumer material, if any, in the materials, goods, or supplies being purchased (PCC §12205(a)).  Postconsumer material means a finished material that would have been disposed of as a solid waste, having completed its life cycle as a consumer item, and does not include manufacturing wastes (PCC §12200(e)).

Click  here to access the Recycled-Content Certification form (CIWMB 74).


Click  here to access the California Integrated Waste Management Board (CIWMB) web page for alternate methods that the CIWMB has authorized to meet the certification requirement.  (Disclaimer: Until further notice, the suggested solicitation language as referenced on this web page is not recommended for use by departments with approved purchasing authority.)

Note: The State can waive completion of the form by the bidder if the information is available for the State to complete the form.

2.H.5
Preference Evaluation

When evaluating bids, application of the recycle preference is only applicable if both virgin products and recycled content products (RCP) are acceptable for a line item and the products bid are similar.  Should only recycled content products be bid, then the preference is not calculated.

Should a solicitation include a mix of line items containing both qualified and non-qualified tire-derived RCPs, the preference shall only apply to qualified line items.  If line item awards are made, the preference shall be applied, to the extent possible, so as to maximize award to bidders proposing recycled tire products (PRC § 42892). 
Note:  Virgin products refer to products not qualified as a recycled product.

2.H.6
Preference Calculation

The following pertains to recycle preference calculation for awards based on low price.  Only responsive bids from responsible bidders are eligible for the preference.

1. The recycle preference is calculated subsequent to price adjustment for the small business preference and prior to application of the DVBE incentive.


2. The 5 percent preference is calculated against the net bid price of the lowest responsive bid proposing a virgin product and subtracted from eligible bids proposing recycle content products.  


3. The preference amount cannot exceed $100,000.  


4. The preference cannot exceed $50,000 if its application would preclude award to a small business. 


5. Should a bidder be eligible for a recycle preference in addition to another preference(s) and/or the DVBE incentive, the cumulative adjustment is the lower of 15 percent or $100,000.

2.H.7
Tie Bids

Where the fitness and quality of proposed products in tie bids is equal, award shall be made to the bidder proposing the greater percentage of recycled tire content (PRC § 42894).  

2.H.8
Reportable Purchases 
Most reportable purchases are considered non-IT goods.  See SCM Vol. 2 (PAM) for that information.

The reportable product category applicable to IT goods would be plastics products including printer or duplication cartridges that:
· Plastic Products that are 10 percent (10%) postconsumer, by weight

· Printer or duplication cartridges that:

· Have 10 percent (10%) postconsumer material, or 

· Are purchased as remanufactured, or

· Are backed by a vendor-offered program that will take back the printer cartridges after their useful life and ensure that the cartridges are recycled and comply with the definition of recycled as set forth in PCC section 12156

Note:  Pursuant to PCC section 12156 no State department shall purchase any printer or duplication cartridge for which the manufacturer, wholesaler, distributor, retailer, or remanufacturer places restrictions on the recycling or remanufacturing of that cartridge by any other person.  For purposes of this section, these restrictions include, but are not limited to, all of the following:

· Reducing the price of the cartridge in exchange for any agreement not to remanufacture the cartridge.

· A licensing agreement on the cartridge that forbids remanufacturing.

· Any contract that forbids the remanufacturing or recycling of the cartridge.

Notwithstanding the above a manufacturer, wholesaler, distributor, retailer, or remanufacturer who establishes a recycling or remanufacturing program that is available to its customers may enter into signed agreements with those customers consenting to the return of the used cartridge to the manufacturer, wholesaler, distributor, retailer, or remanufacturer, only for either of the following purposes:
· Recycling and remanufacturing, for purposes of making the remanufactured cartridge available for purchase.

· Recycling.
2.H.9
Recycled Product Reporting

See SCM, Vol. 2 (PAM), Chapter 12, for reporting requirements.

Section I
Environmentally Preferable Purchasing
(aka: Sustainability or Buy Green)

2.I.0
Definition

"Environmentally preferable purchasing" as defined in PCC section 12400 means the procurement or acquisition of goods and services that have a lesser or reduced effect on human health and the environment when compared with competing goods or services that serve the same purpose.

This comparison shall take into consideration, to the extent feasible, raw materials acquisition, production, manufacturing, packaging, distribution, reuse, operation, maintenance, disposal, energy efficiency, product performance, durability, safety, the needs of the purchaser, and cost.

2.I.1
Requirements

Departments shall purchase Energy Star® electrical equipment whenever cost-effective pursuant to Executive Order S-20-04 by the Governor of the State of California.  All products displaying the Energy Star® label meet the Federal Energy Management Program (FEMP) standards.  .
2.I.2
Technical Requirements in Solicitations

Technical requirements in solicitations shall include FEMP requirement standards where standards are available.

Example:

A primary feature of Energy Star-compliant products is the ability to automatically power down to a low energy “sleep” mode after a specified period of inactivity.

2.I.3
No FEMP Recommended Standard

For energy consuming products where there are no FEMP recommended standards, departments shall purchase products that conserve electrical power and/or natural gas to the maximum extent possible.

2.I.4
IT Equipment Energy Star® Examples

Listed below are examples of Energy Star® product categories and products that are IT goods:

· Personal Computers

· Monitors

· Printers

· Scanners

· Multi-function devices
2.I.5
EPP Manual
Environmentally Preferable Purchasing (EPP) is the acquisition of goods and services that have a reduced impact on human health and the environment as compared to other goods and services serving the same purpose.  The EPP Best Practices Manual can assist with the identification and selection of environmentally preferable products.  The manual is available online at www.green.ca.gov/EPP.
Section J
Infrastructure-Related Bond Act of 2006
2.J.0       Opportunity

In 2006, the People of California enacted the infrastructure-related bond acts of 2006 (I-Bonds) authorizing the issuance of $42.7 billion in bonds for five distinct infrastructure programs: transportation (proposition 1B), housing (proposition 1C), education (proposition 1D), flood control (proposition 1E), and natural resources (proposition 84). Collectively, these bonds fund more than 60 programs within the state and are the first stage of the twenty-year California Strategic Growth Plan. 

In keeping with the State's commitment to small businesses, microbusinesses, and disabled veteran business enterprises (hereafter, SB, MB, and DVBE), Assembly Bill 761 was signed into law (added Government Code Section 14838.1) ensuring that SB, MB, and DVBE are given an opportunity to participate in, and be a successful part of the State's infrastructure construction.

2.J.1       Contract Requirements

In conformity to Government Code Section 14838.1, each state department awarding contracts directly to contractors with proceeds of the I-Bonds shall do all of the following: 

· Establish a twenty-five percent SB participation goal in all I-Bond financed contracts awarded directly from the department to the contractor.  

· Advertise all opportunities to bid on I-Bond funded contracts in the California State Contracts Register (CSCR). Opportunities* published in the CSCR must use the following numbering convention:

· For Proposition 1B: if your department is using funds from the Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of 2006, begin your opportunity number with Bond06-1B HWY followed by your department’s unique identifying number. For example: Bond06-1B HWY-08-316604
· For Proposition 1C: if your department is using funds from the Housing and Emergency Shelter Trust Fund Act of 2006, begin your opportunity number with Bond06-1C HOUSE followed by your department’s unique identifying number. For example: Bond06-1C HOUSE-08-316604
· For Proposition 1D: if your department is using funds from the Kindergarten-University Public Education Facilities Bond Act of 2006, begin your opportunity number with Bond06-1D EDU followed by your department’s unique identifying number. For example: Bond06-1D EDU-C0837010
· For Proposition 1E: if your department is using funds from the Disaster Preparedness and Flood Prevention Bond Act of 2006, begin your opportunity number with Bond06-1E DIS followed by your department’s unique identifying number. For example: Bond06-1E DIS-08-316604

· For Proposition 84: if your department is using funds from the Safe Drinking Water, Water Quality and Supply, Flood Control, River and Coastal Protection Bond Act of 2006, begin your opportunity number with Bond06-84 WATER followed by your department’s unique identifying number. For example: Bond06-84 WATER-10088675
· Include in the advertisement an Internet link to information for prospective bidders, including at minimum, general bidding procedures and proper procedures for preparing a bid for I-Bond funded contracts.

*Note: 
The CSCR uses “contract number” rather than “opportunity number.”

2.J.2       Participation Reporting

State departments must report the SB, MB, and DVBE participation in their I-Bond funded contracts beginning with fiscal year 2008-2009. Each department, on or before August 1, 2009, and annually thereafter, will complete and submit a STD 810A Infrastructure Bond Acts of 2006 Activity Report. Report coordinators may contact the DGS reports coordinator at osdchelp@dgs.ca.gov for assistance, or visit http://www.pd.dgs.ca.gov/smbus/annualreports.htm.

2.J.3       SB Advocate

There is no additional requirement to Government Code Section 14846, for departments contracting directly with the proceeds of I-Bond funding to designate a SB advocate. In accordance with Section 14846, departments must assure that payments due on a contract with a SB are made promptly as provided for in Government Code Section 927 et seq.

2.J.4       SB Preference

I-Bond funded contracts shall offer a five percent preference to SBs when evaluating bids. For more information on the application of the SB preference, see Chapter 3, Section 3.4.0 of the State Contracting Manual, Volume 2.

2.J.5       SB and DVBE Requirements

For requirements and definitions of California-Certified SB, MB, and DVBE, see Section 3 of this volume, or visit http://www.pd.dgs.ca.gov/smbus.

2.J.6       NCB Contracts

The use of non-competitive bid contracting with I-Bond financing as defined in Public Contract Code Sections 10301 and 12102 shall not be allowed for I-Bond funded projects directly contracted by a state department.

2.J.7       LPA Contracts

The use of leveraged procurement agreements including master agreements, California Multiple Award Schedules, statewide contracts, the Software Licensing Program, or the State Price Schedules shall not be allowed for I-Bond funded projects directly contracted by a state department.

2. J.8       Further Assistance

For further assistance with I-Bond funded contracting, please contact the:  Office of Small Business and Disabled Veteran Services at 916-375-4940, or via email: osdchelp@dgs.ca.gov
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