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Importance of the Issue

It is imperative for the Commonwealth of Virginia to maximize the participation of small businesses
in state contractual work. For Virginia to remain competitive and continue to advance its small business goals,
significant work still must be done for a more transparent, equitable, and inclusive process. Therefore, I am
establishing a micro business designation within the small business certification and vital new state
procurement initiatives.

For purposes of this Executive Ordet: 1) “executive branch agency” shall include all entities in the
executive branch, including agencies, authorities, commissions, departments, and all institutions of higher
education; 2) “small businesses” shall include, but not be limited to, small, women-owned or minority-owned
businesses; and, 3) “micro businesses” shall be defined as those certified small businesses that have no more
than twenty-five (25) employees and no more than $3 million in average annual revenue over the three-year
period prior to their certification.

I am directing the following executive branch agencies that have statutory authority for procurement,
in conjunction with the Department of Small Business and Supplier Diversity (IDSBSD) as provided in Code of
Virginia § 2.2-1605(A)(06), to implement the requirements herein within their respective areas of procurement
authority: Department of General Services (DGS), Virginia Information Technologies Agency (VITA),
Virginia Department of Transportation (VDOT), those institutions of higher education that have autonomy
in procurement granted under the Restructured Higher Education Financial and Administrative Operations
Act (Code of Virginia § 23-38.88, et seq.), and other executive branch agencies that have statutory authority for
procurement.

Initiatives

With a continuing rational basis for small business enhancement, and pursuant to the authority vested
in me as Governor under Article V of the Constitution of Virginia, the Code of 1irginia, including Code of
Virginia § 2.2-4310(C), and applicable Memoranda of Understanding and Management Agreements entered
into pursuant to Code of Virginia § 23-38.88, ¢t seq., 1 hereby direct my Cabinet Secretaries and all executive
branch agencies to continue and advance the following on a race-neutral and gender-neutral basis:

1. Exceed a target goal of 42%, which is the highest percentage of expenditures spent since FY
2004 for executive branch agencies with small businesses certified by DSBSD. This
percentage applies to discretionary spending in categories from which the Commonwealth
derives procurement orders, prime contracts, and subcontracts. DSBSD, in consultation with
executive branch entities and institutions with procurement responsibilities, shall advance
race-neutral and gender-neutral goals via annual agency Small, Women-owned, and Minority-
owned (SWaM) procurement plans. Each executive branch agency shall review and update its
benchmarks, policies, and procedures to conform with this Executive Order and the
implementing regulations adopted pursuant to Code of 1irginia § 2.2-1605(A)(6) and thereby
ensure that a greater percentage of purchases is made from certified small businesses, in
goods and services categories from which the Commonwealth makes its purchases.

2. Create the micro business designation, which shall include those certified small businesses
that have no more than twenty-five (25) employees and no more than $3 million in average



annual revenue over the three-year period prior to their certification. DSBSD shall develop a
best practices method for identifying those small businesses that are eligible for the micro
business designation. DSBSD shall also evaluate and offer recommendations for the
implementation of the micro business designation by October 1, 2014.

3. Expand the set-aside for competition among all certified small businesses to include
purchases up to $100,000 for goods and nonprofessional services and up to $50,000 for
professional services when the price quoted is fair and reasonable. In the procurement
selection process for these set-asides, at least one of the proposals/bids shall be obtained
from a micro business unless upon due diligence no micro business in a particular category
exists or was willing to submit a proposal/bid. Purchases under $10,000, however, shall be set
aside for micro businesses when the price quoted is fair and reasonable. Executive branch
agencies that have statutory authority for procurement shall include these set-asides in their
purchasing regulations, policies, and processes by no later than September 1, 2014. Current
contracts will continue in accordance with their terms. The DSBSD will prepare a progress
report describing executive branch agencies’ compliance with this requirement and deliver its
report to the Governor’s Chief of Staff no later than October 1, 2014.

4. Provide support to DSBSD in developing a uniform, statewide method for evaluating and
monitoring small business (SWaM) procurement plans. Executive branch agencies shall
requite each prime contractor to include in its proposal(s)/bid(s) a SWaM procurement plan.
Before final payment is made, the purchasing agency shall confirm that the contractor has
certified compliance with the contract’s SWaM procurement plan. If there are any variances
between the contractor’s required SWaM procurement plan and the actual participation, the
contractor shall provide a written explanation. The written explanation shall be kept with the
contract file and made available upon request.

Contracts and renewals may include a provision allowing final payment to be withheld until
the contractor is in compliance with its SWaM procurement plan. Prior to entering into a new
contract or renewing a contract with a contractor, an agency shall review a contractor’s record
of compliance with SWaM procurement plan requirements. A contractor’s failure to
satisfactorily meet designated SWaM procurement plan requirements shall be considered in
the prospective award or renewal of any future contracts with the contractor.

5. Implement processes for producing SWaM subcontracting data as established by DSBSD in
consultation with DGS and VITA. This subcontracting data must also include information on
non-SWaM subcontractors performing on contracts over $200,000.

These initiatives will spur creativity, promote economic justice and development, and encourage
procurement participation by small businesses. In support of the initiatives set out above, I further direct the
following actions to be taken by Cabinet Secretaries and executive branch agencies:

1. DSBSD, in conjunction with DGS, VITA, VDOT, and higher education institutions with
procurement autonomy, shall implement initiatives to enhance the development of small
businesses in Virginia. Such initiatives shall include, but not be limited to:



« Information on access to capital, including contract financing and bonding support
and other opportunities for economic development;

« Management and technical assistance programs;

« Partnerships and outreach with local business groups, chambers of commerce, and
other organizations to develop a diverse vendor base; and,

+ Statewide mentor/protégé and/or joint venture programs.

DSBSD, with assistance from DGS, shall conduct a vendor outreach training program for
each congressional district in the Commonwealth. Training shall include instructions on how
to obtain certification, register with and research through the Commonwealth’s e-
procurement system (eVA), respond to business opportunities with the Commonwealth,
encourage SWaM participation, and overcome identified barriers.

Executive branch agencies shall review the efficacy of implementing other small business
enhancement tools and processes, such as:

« Unbundling contracts;
« Relaxing the requirement for mandatory attendance at pre-bid meetings;

« Expanding time to respond to small purchase solicitations;

« Alerting businesses to current and future procurement as well as subcontracting
opportunities; and,

« Streamlining the paperwork required of small businesses.

The purchasing manuals, regulations and guidelines of all executive branch entities and
institutions shall include updated SWaM purchasing regulations and/or guidelines to reflect
the changes made in this Executive Order.

Executive branch agencies shall actively recruit small businesses to seek certification from
DSBSD, to register on eVA, and to compete for state procurement contracts. DGS and
VITA shall develop guidelines that promote greater representation of SWaM businesses on
such contracts.

VDOT, for road and bridge construction, and DGS, for construction, shall develop
guidelines to be used by executive branch agencies in making construction mobilization
payments to businesses when reasonable and necessary to facilitate contract initiation.

The Virginia Economic Development Partnership (VEDP) shall send DSBSD its regular
report to the Secretary of Commerce and Trade on new economic development
announcements of business activity in the Commonwealth, inclusive of those announcements
in which a VEDP administered economic incentive is provided. Such report will enable



10.

DSBSD to ascertain in a timely manner what opportunities the activity may bring for
Virginia’s small businesses.

Every executive branch agency shall utilize the Commonwealth’s central electronic
procurement system (“eVA”) as its purchasing and/or posting system beginning at the point
of requisitioning for all procurement actions, including but not limited to technology,
transportation, and construction, for the purpose of identifying available small businesses,
and for tracking purchase requisition details from those businesses. DGS, in consultation
with VDOT, shall develop guidelines pertaining to the content of requisitions, in order for
data to be captured in a timely, accurate, and consistent manner.

Each executive branch agency shall designate a SWaM equity champion to ensure equity in
the solicitation of procurement proposals/bids and awarding of contracts.

Agency heads, senior managers with procurement responsibility, procurement personnel, and
end users with purchasing charge cards shall be evaluated on small business purchasing goals
as part of their employee evaluations.

11. DSBSD shall coordinate with the Virginia Association of Counties, the Virginia Municipal League,
and the Virginia Association of Governmental Purchasing to identify opportunities

for state and local government entities to collaborate in order to maximize

procurement equity for small businesses.

Reporting Requirements

1.

The Secretary of Commerce and Trade shall study the potential advantages of providing start-
up incentives, including federally-funded grants, to certified small businesses. This shall
include a review of the economic impact of providing the incentives and whether such
incentives would promote the profitability and sustainability of such businesses. The Secretary

of Commerce and Trade shall provide a report to the Governor’s Chief of Staff by no later
than December 1, 2014.

Cabinet Secretaries shall monitor their agencies’ spending with all certified small businesses,
and report on the results quarterly. DSBSD shall develop a standard reporting format for
such purposes. The report shall include information on purchases made from all certified
small businesses. In addition, the Secretary of Commerce and Trade will assess overall state
performance, and report quarterly to the Governor.

Each Cabinet Secretary shall evaluate the performance of their agencies in implementing  these

directives. DSBSD, in cooperation with each Cabinet Secretary, shall provide quarterly —reports to the
Secretary of Commerce and Trade regarding the Commonwealth’s progress in enhancing opportunities
for SWaM businesses. The reports shall delineate the Commonwealth’s spending in detail by SWaM
category and agency.

3.

The Secretary of Commerce and Trade shall conduct a study on a new small business
designation, with prospective set-aside opportunities, that would be between twenty-five (25)



and one hundred (100) employees and between $3 and $10 million. The study shall be
delivered to the Governot’s Chief of Staff no later than December 1, 2014.

4. Executive branch entities and institutions with procurement responsibilities shall review
practices, procedures, and proposal evaluations criteria to identify and remove barriers or
limitations to SWaM participation. A section on “barriers or limitations” shall be included in
annual agency SWaM plans. SWaM plans shall be developed and submitted to the Secretary
of Commerce and Trade on September 1 of each fiscal year.

5. The Secretary of Commerce and Trade will prepare and deliver a report to the Governor no
later than October 1, 2015, detailing compliance with this Executive Order and providing
spend performance metrics from the prior fiscal year.

Effective Date of this Order

This Executive Order replaces Executive Order 33 (2006), issued by Governor Timothy M. Kaine,
and shall be effective upon its signing and shall remain in full force and effect unless amended or rescinded
by further executive order.

Given under my hand and under the Seal of the Commonwealth of Virginia this 22nd day of July,
2014.

Terence R. McAuliffe, Governor



