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September 11, 2007

Call to Order:  Rita Hamilton, Deputy Director, Procurement Division (PD), called the Department of General Services (DGS) Small Business Council (SBC) meeting to order at 1:05 p.m.

Attendance:  The meeting was attended by the following DGS representatives:  
Rita Hamilton (Chair), Michelle Ogata, Assistant Deputy Director, PD, Robin Borden, Lorna Brisco, Gloria Anderson (Small Business/Certification), Russ Guarna, Inga Olson (facilitator), Eric Mandell, Rose Schembri, Carlos Toirac (RESD), and Denis Calvo (RESD).  The following members of the SBC were also present: Paul Guerrero, Jerry Bircher, Theresa Giordano, Linda Sarno, Rich Dryden, Michelle Ogata, John Arena, John Eskel, Aubry Stone and Erica Thompson, Chuck Lott, John Arena
The following members participated by conference phone:  Randall Martinez, Renee Fraser
The following members absences were excused:  Betty Jo Toccoli, James Brady, Heather Miller

Special guests included:  Marty Keller and Michael Gonzalez, Governor’s Office.
Members of the public included:  Maureen Moss, Small Business Advocate, Department of Consumer Affairs, George Van Valkenburg, Jr., Paul Pendergast
Ms. Hamilton, Chair, announced the upcoming State Agency Recognition Awards (SARA), will take place at the DGS on October 25, 2007.  Electronic nominations are due on August 24, 2007.
The next SBC meeting will take place on September 11, 2007, in Los Angeles, and will be hosted by the Metropolitan Water District of Southern California.
Opening remarks and comments – Rita Hamilton, Chair:
Group A (Increase Number of Contracts Awarded to Small Business):
The group met on July 9, 2007, and consisted of the following:

Theresa Giordano, Chuck Lott, Aubry Stone, Randall Martinez, Russ Guarna and Gloria Anderson
Gloria Anderson, Office of Small and Disabled Veteran Business (OSDS), reported that as of July 12, 2007, 13,976 firms had been certified as small business; as compared to 11,812 from May 1, 2006, an increase of 18.3% or 2,164 firms.  77 percent or 1,700 out of 2,200 online applicants who applied have been approved without submitting additional documents to the OSDS.  We can identify by industry the percentage of small business participation.  Construction shows only 9-10 percent small business participation.  Construction can do better, we need to remove barriers.  Approximately 26 percent, 1 out every 4, certified small businesses is a construction firm, and they are only getting 9-10% participation on State projects.)  Recognition was given to supervisors Robin Borden and Lorna Brisco and their staff, noting we are currently at 12 working days to process hard copy certification applications (online is much quicker).
The goal of Group A is to maintain the consistent message that we fully support the stated 25 percent small business and 3 percent DVBE participation goals in State contracting.  Paul Guerrero, SBC member, questioned how CalTrans shows contracting dollars.

Theresa Giordano addressed the following action steps to accomplish the goals identified:

1. Create a different incentive to large firms during bidding process by offering preference points for small business participation.  Currently the large firms have no incentive to include SB in large bids – the points algorithm and the $50K cap do not work in practice.

2. Promote professional relationships between all potential SB subcontractors and prime contractors by encouraging the unbundling of some of the largest contracts and providing ways to meet bonding requirements.
3. Maintain SBC awareness of proposed legislation and/or hearings via periodic summarization by Marty Keller.  This will help industry mobilize and lobby outside of the SBC.  Note:  The DGS is precluded from taking a public position on any pending legislation.
4. Facilitate a statewide meeting with chambers of commerce and other small business groups with Marty Keller, Sam Wallace and others to get local firms State certified when the firm is a good fit for government contracts.

5. Advocate for State departments to report sub-contracting by SBs on contracts awarded to prime vendors.  Currently, departments are not required to report SB participation when a contract is awarded without a commitment to a SB subcontractor(s).
Chuck Lott shared the remainder of the goals:
6. Similar to the Bond Accountability initiative at the Department of Finance (DOF), create a website that enables all citizens to see summary and departmental SB participation (prime as well as contracted work.)  Perhaps include a ‘pass/fail’ status for each department that is not meeting the 25 percent goal.  Paul Guerrero asked about the prevailing wage and what is reported (Chuck Lott noted this was addressed in their discussion, is there a way to put in place a method to capture this).  Some companies are not being honest in reporting and being awarded contracts.  Rich Dryden, asked about the $40 billion bond project, extraordinary efforts should be made, but it is not different from any other project. We need to concentrate on the process.
7. Advocate to DOF and the Governor’s Office to include SB reporting as part of the Bond Accountability website currently in place.

8. Issue press releases to recognize State departments that met or exceeded the SB and/or DVBE participation goals.
9. Hold joint meetings with directors and SB/DVBE advocates of State departments that did not meet the SB and/or DVBE participation goals.

10. Survey small businesses that receive State contracts for lessons learned related to how they establish relationships with larger vendors and thus gain participation as a subcontractor.

11. DGS look at the point system as compared to the DVBE sliding scale and percentage on large bids and model how the SB preference is applied.  Currently the math does not incent larger vendors to include 25 percent SB participation when the bid goes above $20 million.  Note:  with $42 billion in bond funds, there will be multiple opportunities for bids of this size, thus it is vital to provide incentives to large vendors to include SB participation.

12. Create relationships/participation with larger agencies that have infrastructure funding to ensure the SB and DVBEs are receiving bid notifications, informational meetings on strategies for SB participation and certifications, i.e. CalTrans, Water Resources, Housing, etc.
13. Create a scorecard/or accounting to analyze SB participation at end of the contract period to ensure participation and percentage levels have been met throughout the life of the contract period. (This item has moved to Group C, duplicative item.)
14. Utilize resources of the Small Business Development Centers to develop workshops for SB on how to complete a winning RFO response and other training vehicles.

15. Include the State CIO in this discussion to provide leadership and awareness of the SB involvement from all market sectors.

16. Look at what other state of similar size are doing in this area.
Group B (Communication and Education):

The group met on June 26, 2007 and consisted of the following:

John Eskel, Eric Mandell, Jerry Bircher, Renee Fraser, James Brady, Erica Thompson
John Eskell and Eric Mandell presented the goal of this group was to fully engage the SBC as an active partner with DGS to consistently achieve greater than 25 percent statewide small business and 3 percent DVBE participation in State contracting.  The following summarizes the action steps of this group:

1. Survey departments regarding upcoming procurement needs and focus SB/DVBE recruitment to better match pool of certified firms to actual buying.
2. Find out why some departments are successful and others fall short.
3. Train the departments.
4. Boot camp for buyers and advocates.
5. Increase number of certified SB/DVBE firms to achieve adequate base to respond to State bids.

6. Train the businesses beyond certification.

7. Find and promote State contracting success stories to keep SBs and DVBEs motivated.

8. Establish effective metrics for tracking and rewarding successes.

John Arena discussed the boot camp idea, MWD has 300 graduates, follow-up is key if they are awarded contracts.  MWD has a 6-week course.  Chair Hamilton would like to find out more about the boot camp.  What number of firms are getting new contracts?  How do we break in a new contracts/contractor?

Rich Dryden commented that SB/DVBE advocates should be primary jobs, not in addition to their regular workload.  For the State Agency Recognition Awards (SARA), he would support a monetary award.
Group C (Measurements):
The group met on June 21, 2007, and consisted of the following:

John Arena, Linda Sarno, Heather Miller, Rich Dryden, Robin Borden
John Arena presented the goal of Group C is to institute a contract compliance accountability program (CCAP) for all contractors that are participating on DGS contracts with participation levels set for SBs and DVBEs.  He is amazed the State has over 200 departments, and purchasing is not centralized.  This is a challenge to us.  The group identified the following action steps:

1. Select departments to pilot the CCAP project.

2. Review existing CCAP software programs.

3. Review Public Contracting Code for potential barriers.

4. Modify specifications and general conditions to include stronger language enforcing contractor compliance.

5. Create a scorecard/or accounting to analyze SB participation at end of the contract period to ensure participation and percentage levels have been met throughout the life of the contract period. (This item has moved from Group A, duplicative item.)
John Arena is presenting this to his Board.  Aubry Stone, SBC member, commented oversight accountability is the key.  Jerry Bircher has coined a phrase, “People do what they are inspected to do, not what they are expected to do.”  Mr. Stone added there also has to be a consequence if a business does not perform.  John Arena, noted we give them an incentive in the beginning, why don’t we give them a penalty at the end if they don’t meet those goals.  Ms. Hamilton, Chair said this has to be written in the contract or RFP.  Ms. Hamilton would like to have a discussion with Legal, and based on the outcome, we may need a Management Memo.  She also noted that data collection is difficult in the State.  Fi$Cal may be funded, and this will improve how we get information and reports.  
Group D Special Committee Governor’s Office:

Group D consisted of the following:  Marty Keller, Michael Gonzalez, Sam Wallace of Business, Transportation and Housing, Carlos Toirac (RESD)
Marty Keller notified the Council and members of the public that Michael Gonzalez will soon be appointed his Deputy.  The effort of this group is to drive this from the top down, and Mr. Keller is still learning the complexity of the issues.  DGS has only some much authority, but a policy needs to be brought forward to the Governor’s Office.  Chair Hamilton noted that Marty is working very closely with PD and is our advocate.  He will be meeting with Rosario Marin on coordination.  What rewards can we give departments that exceed their goals?  They continue to learn, and meet with those who have expertise.  John Arena noted that Sam Wallace would like to partner on July 26th with MWD.  
Chair Hamilton introduced Paul Pendergast, a small business owner, on contract with DGS for outreach.  He voiced concerns regarding the Bay Bridge project and the use of bond money.  Two events for the Bay Bridge project have been planned.  In August the 4 primes are coming together.  Mr. Pendergast will send Rose information to share with the SBC.

Next Steps:  The SBC members voted for 3 votes for each of the groups, A, B, and C.  Renee Fraser will send her votes via email to Inga Olson.  Each member will get 3 votes for each group.   Results of the voting:

Group A – Top vote getters:  Item 11, DGS look at the point system as compared to the DVBE sliding scale and percentage on large bids and model how the SB preference is applied.  Currently, the math does not incent larger vendors to include 25 percent SB participation when the bid goes above $20 million.  Note:  with $42 billion in bond funds, there will be multiple opportunities for bids of this size, thus it is vital to provide incentives to large vendors to include SB participation.  Finally, action Item 1, create a different incentive to large firms during bidding process by offering preference points for small business participation.  Currently, the large firms have no incentive to include SB in large bids – the points algorithm and the $50,000 cap do not work in practice.
Group B – Top vote getters:  Item 4, Boot camp for buyers and advocates, next Item 8, establish effective metrics for tracking and rewarding successes, and finally, Item I and 2 were tied which stated the following:  Survey departments regarding upcoming procurement needs and focus SB/DVBE recruitment to better match pool of certified firms to actual buying, and find out why some departments are successful and others fall short.
Group C – Top vote getters:  Incentive/penalty for primes who do not use small business in contracts; next impose 25 percent on prime contractor (not an aspirational goal; meet 25 percent goal at the end of the contract, and finally, select department to pilot the CCAP project.
Now we must prepare a detailed action plan for each of these groups that can be completed in the fiscal year.  Inga will send me an electronic version of the Action Plan, which was sent to the committees.  The groups must submit their action plans by 

August 15, 2007 to Rose Schembri and Inga Olson has agreed to consolidate the report.
Approval of Prior Meeting Minutes (June 5, 2007):  Motion made to approve the minutes.by Rita Hamilton.  Motion seconded by Paul Guerrero and the minutes were approved.
Public Comment Period (open to the public, members will not comment):

Marty Keller, is creating a very informal advisory committee.  Next meeting will be held on August 21, 2007, from 10:00 a.m. to 2:00 p.m. to consider small business issues.  Please contact him directly if you’d like to attend.

Meeting adjourned at 3:54 p.m.
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