Win Government Contracts

You and your business are about to embark on a brand new venture. You are getting ready to enter a new $400+ billion market and to pursue a new, rather daunting customer:
the federal government of the United States. Seem a bit overwhelming? Not if you understand the rules, the process, what to do and when to do it, and where to go for help.
And that's exactly what this chapter is about.

With the commercial market slowing and interest in getting a government contract increasing, you'll be better able to compete using our easy 10-step plan. It takes you through
the entire process, from finding a contract to bid on to getting help from the professionals! Author John DiGiacomo, along with the editors of this information database, will show
you how to enter this $400 billion market and win!

Government Contracting 101 outlines the opportunities and ground rules.

10 Steps to Successful Bids gives you ten steps to submitting a successful bid.

After the Bid tells how your bid is evaluated and what happens next.
Who Can Help lists detailed sources of assistance in winning contracts.

Subcontracting: Another Huge Opportunity shows how to take advantage of the benefits of government contracting while avoiding any disadvantages of being a prime
contractor.

Government Contracting 101

So, let's get started. We'll first give you a feel for the magnitude of the opportunity available to small businesses in doing business with the government. Then we will show you
how to assess whether you have "what it takes" to take on the government as a customer. Lastly, we will help you understand the government's game plan, the basis of the
contracting process, and the rules and the rulebook that you have to know about and abide by.

u What Are the Opportunities? Find out how much the government spends on the products and services it needs, where it spends its dollars, and whether there is real
opportunity for small businesses.

- But Is There Real Opportunity for You? Here we help answer an important question: What are the chances that the government needs and will buy the product or
service that your company offers? We also tell you what government contracting can, and cannot, do for you.

= Do You Have What It Takes? Here's your chance to find out whether you have the "right stuff" to do business with the government. We look at the resources, equipment,
technology, and all of the other things that you need to be successful.

- Government Rules You Need To Know: Doing business with the government is really just "selling to a customer," the same rules of business generally apply. But to

minimize any problems, you need to know what the differences are.

What Are the Opportunities?

How much opportunity is there in doing business with the government? Some statistics from fiscal year 2005 will give you an idea of how much opportunity there is. (While
Fiscal Year 2006 figures were not yet available, recent reports indicate that procurement spending continues to grow about 10 percent per year.)

In Fiscal year 2005, the federal government wrote 10.3 million "actions," commonly referred to as “contracts," for products and services needed during the year. In addition to
this activity, the federal government's use of credit cards resulted in another 26.5 million transactions. This is a lot of activity, but what are the dollars? The contracts represented
about $400 billion, while the credit cards amounted to sales of an additional $16.4 billion.

Since any contracts that fall between $2,500 and $100,000 are reserved for small, small disadvantaged, small women-owned, and small veteran-owned businesses, that means
that almost 10 million contracts were reserved for small businesses in just one year! Only 5 percent of the contracts were for more than $100,000 in value, and many of those
were for major weapon systems, information management services, or large construction projects.

Looking at it from a small business perspective, most contacts use simplified procedures and are not much different that those found in the commercial world. According to a
recent congressional report, government contracting has increased 86 percent between 2000 and 2005, so the opportunities are great for companies that follow a planned
strategy.

Government Prime Contract Goals

The government has the following designated goals* for awarding prime contracts to small businesses:

23% to small businesses

5% to small disadvantaged businesses for prime and subcontracts
5% to small women-owned businesses for prime and subcontracts
3% to HUBZone small businesses

3% to small service-disabled, veteran-owned businesses for prime and subcontracts

*Keep in mind that these are government goals, not government quotas. Quotas are set objectives that one must achieve; goals are set
objectives that one must attempt to achieve. In any event, you probably will not get a contract just to help the government reach its goal. As
in any commercial setting, contracts are awarded on the basis of what makes good business sense, with price, quality, and performance
being the ruling factors.

contracting opportunities
credit card opportunities
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Credit Card Opportunities

In addition to government contracting, there is a whole new area of opportunity that isn't included in the figures above: credit card buying, often referred to as "micro-
purchasing."

In Fiscal Year 2005, the federal government spent an additional $17.8 billion in credit card purchases. Yes, you read that right, $17.8 billion in business just using that little old
piece of plastic money. Since 1984, when credit card purchases were first authorized, the number of credit card transactions has grown from 4.2 million to 25.3 million in Fiscal
Year 2005. This means that, on average, over 69,432 transactions were placed each day. The amount of dollars spent with credit cards by government personnel, not just
official government buyers, grew from $1.6 billion to almost $17.8 billion.

In all, about 70 percent of all procurement transactions in government are for micro-purchases (i.e., sums
under $3,000) and are done with a credit card. (This is similar to the situation in the corporate world.)

Example

Here's more information on how to establish a merchant account so you can accept credit cards.

The government most often uses MasterCard or Visa, but does use others like American Express and Discover. If you decide to set up your account for either MC or Visa, you
should be OK. Itis best to shop around because the charges vary significantly. Something else to consider is using the newer wireless systems that allow you to use it where
needed without being hard-lined to a given location. Depending on the usage level, it may pay to buy the hardware rather than rent. Choose the most cost-effective method for
you.

But Is There Real Opportunity for You?

Although you may be starting to get an idea of the magnitude of government contracting opportunities for small businesses, you may be wondering, and possibly even doubting,
whether the government has any need for your particular product or service. Of course, we can't tell you with certainty that it does, but what we can tell you is that the
government needs, and stands ready to buy, more types of products and services than you can imagine.

If you think this is too difficult for you, maybe this data will encourage you. In fiscal year 2005, there were 8,881 small businesses that received their first government contract
valued at $25,000 or more. If they can do it, so can you. Here are three areas you'll want to learn more about:

What the Government Needs
What Contracting Can Do For You
u What Contracting Can't Do For You

What the Government Needs

If you think that your company doesn't provide anything that the government needs, think again. Here are just a few examples about real-life companies much like yours. Notice
that they didn't focus on what they made or the services they were currently providing. Instead they focused on entering the government market: They simply found out what the
government needed that they were capable of supplying, and then supported those needs.

- What are the chances of a one-woman company making clothing for special-needs individuals getting a government contract? As it turned out, pretty good. She simply
kept looking for something that the government needed that she was capable of supplying, and she found it. Today the one-person company has grown to 40 employees
and reports a gross income of $2.5 million making coveralls for the military.

A small, three-employee business started supplying fasteners to the military about 16 years ago. They started slow, but continued to make the effort to become more
knowledgeable about the market and kept growing to where today they gross about $1 million a year. Not bad income for keeping the military fastened together.

A few years ago, a nine-employee precision machine shop looked to the government market to replace some of their lost commercial work. They decided to concentrate
on opportunities where drawings are available and require precision work. Today, the company is making tooling for the aerospace and pharmaceutical industries.

If you don't think the government needs all types of products and services, read on! These examples show that there is every chance that you provide, or have the capability to
provide, a product or service that the government is looking for right now. (Believe it or not, all of these are fact--not fiction.)

What use would the government have for old wrecked cars? A small business owner who owns a junkyard near an Air Force base had that same question and actually
found out the answer. He was awarded a repeat contract for his junk cars, which were used to train Air Force rescue personnel in the use of the “jaws of life" and other
emergency situations.

- Just a few years ago, the Department of Interior, U.S. Fish and Wildlife Service awarded an artist in Oregon an indefinite federal contract for wildlife artist services. This
contract was awarded for various paintings portraying a variety of subjects.

How about pork rinds? A small business received a contract for manufacturing and providing pork rinds, tasty treats that lots of people love, to several military base stores
that needed someone to supply them. The owner won the contract based on price, delivery, and his status as a minority business contractor

- What's that about shooting pigs? An avid bow hunter who sold archery supplies and organized hunting trips won a bid from the Tennessee Valley Authority to get rid of the
wild pigs that were living in and around the site and creating a safety problem. (Wild pigs tend to be a bit on the grouchy side!) Instead of bidding against firms that were
going to charge and have employees do the work, he bid $1.00 and then scheduled hunters to go out and do the job. After clearing the hunters with the government to
enter the area, he made his profit by charging the hunters just as he did for any other hunting trip to any other wilderness area.
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= The Fish & Wildlife Services in Atlanta, Georgia, awarded a federal contract for walking the beach, specifically "PR for Beach Patrol of Leatherback Sea Turtles." If you're
going to walk on the beach anyway, you may as well get paid for it.

What Contracting Can Do for You
So, just maybe, the government might want to buy what you have to offer. But will a government contract really be worth the trouble? What can it really do for your business?

While winning a federal contract is not akin to winning the lotto, as some would have you believe, in some cases, it can help you accomplish other goals, from jump-starting your
business to helping to finance your retirement.

= In just a few years, a small Midwest business that we know of went from being a one-man operation with a couple of thousand dollars in contracts per year to almost 70
employees with more than $75 million in contracts per year. The owner was able to take his expertise in MRO items (Maintenance, Repair and Operations materials) and
win a major supply distribution contract from the Defense Department.

= A larger business that manufactured wood products had tried for some time, although unsuccessfully, to get a government contract for wooden handles for stretchers. The
owners even bought a special machine that could put out hundreds of handles a day. But a one-man operation, a semi-retired wood maker who worked just a few hours
each day making the handles, won the contract and accomplished his goal of keeping busy while earning extra retirement money. He put out a quality product that the
government was happy with and, because he had virtually no overhead, was able to quote a much more competitive price.

= A small business owner who distributed diesel engines and engine parts, and was knowledgeable in government procedures, started a thriving business out of his dining
room. He started with one client who wanted to supply the government, but didn't want to deal with the government. So he cut a deal with the client to do the government
paperwork, organize the packing and shipping, take care of the problems with the government and become, in fact, the client's "contracting office." He now has several
clients that supply different types of goods and works to various government agencies to the tune of several million dollars a year.

But even if your results are not as dramatic, getting a government contract can work to your advantage. What it can do is level out the hills and valleys during the business year.
The usual margin of profit is never large, but if you utilize that portion of your business with the government for paying the overhead (i.e. lights, heat, a/c, etc.), you will find that
the other contracts you have will be much more profitable. This is a very basic principle: If you can cover your costs with government contracts, you can be more selective with
other, higher margin contracts.

What Contracting Can't Do for You

On the other hand, if your company has fallen on hard times and is in financial trouble, a government contract will not be able to save you. In fact, a contract might push you
over the edge and put you completely out of business if you cannot fulfill its requirements.

You also need to keep in mind that the government does not finance contracts upfront. You must be able to handle the financing of the contract until you are paid, just like you
do with your commercial customers. If you need financial assistance, perhaps you can meet with your banker to arrange a loan.

The government may sometimes allow for incremental payments based on incremental shipments or milestones of performance, but only if the value and duration of the
contract are large enough. To receive any type of advance payment or progress payment, there must be a compelling reason, and not just the fact that a contractor needs
money to stay in business.

Work Smart

= Contrary to some late night talk show advice, the government does not have loads of free money to give to
you that will set you up in any old business you want. It does have some programs that will help you find
low interest loans; check out Government Financing Programs for more on these opportunities.

Do You Have What It Takes?

So, are you ready to begin doing business with the government? Do you have the "right" resources, finances, equipment, computer skills and whatever else it may take? Here's
a chance to find out. We'll tell you what you need and then give you the opportunity to rate yourself so that you can better see where you stand and in which direction you need
to be moving.

Is Your Business Big Enough?

How Small Is Small?

Do You Have Financial Resources?

Do You Have a Quality Assurance Program?

Do You Have the Technology?

Electronic Procurement

Rate Your Readiness To Be a Contractor

Is Your Business Big Enough?

One question that often plagues small business owners at the start is," Is my business big enough to handle a government contract?" Actually, there are many companies with
fewer than five employees that have received a contract. In fact, some companies that have only one person in their entire operation have been awarded a contract. In one
case, mentioned earlier, it kept the owner busy for an entire year and amounted to his total year's salary.
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In other words, size is not necessarily important. Any business, regardless of size, has the potential to get a contract with the government. But which companies stand the best
chance of actually getting a contract? The answer is simple; any business that sells a product or service and is:

responsible

competitive

patient in dealing with the bureaucratic process

committed to invest and apply the resources that are needed to market to the government

technologically proficient and adaptable to new business models

How Small Is Small?

The United States Small Business Administration establishes the size standards used to identify a company considered small. The standards define the maximum size that an
enterprise, together with all of its affiliates, may be if it is to be eligible for federal small business programs. As a general rule, a small business is one that:

Is organized for profit
Has a place of business in the United States
Makes a significant contribution to the U.S. economy by paying taxes or using products, materials or labor

Does not exceed the numerical size standard for its industry

Maybe that definition leaves you scratching your head. Here is another "rule of thumb" to use. If you deal with a product (i.e., manufacture, deal, or distribute), then the size
standard is based on the average number of employees over a 12-month period, typically 500 or less. If you are in a service industry, then the standard is based upon the
average annual sales over a three-year period, ranging in dollars from $750,000 to $28.5 million.

The following chart, which you also can find on the SBA web site, will help you decide where you fall. Just remember this is a summary of industry groups. Go to the SBA web
site, for more detailed information. A business in one of the following industry groups is small if it is not greater than the size standard indicated.

In late 2005 the SBA adjusted its dollar based small business size standards, which are based on receipts, net worth and financial assets, to reflect inflation that has occurred
since February 2002, when SBA last adjusted them for the same reason. Since the February 2002 inflation adjustment, prices have generally increased 8.7 percent. SBA
increased the familiar "anchor" size standard from $6.0 million to $6.5 million. Size standards that are higher than $6 million also reflect similar percentage increases.

SBA Small Business Size Standards

Company Classification Criteria
Manufacturing 500 employees
Wholesale Trade 100 employees

Agriculture $750,000

$6.5 million (new anchor size
2005-06)

Retail Trade

General and Heavy Construction (except
Dredging)

Dredging $17 million

$28.5 million

Special Trade Contractors $12 million

Travel Agencies $3 million (commissions and other
income)

Business and Personal Services, except: $6 million

-- Architectural, Engineering, Surveying and $4 million

Mapping Services
-- Dry cleaning and Carpet Cleaning Services $4 million

For specific size standards, refer to the size regulations in 13 CFR sec. 121.201 or 48 CFR sec. 19 or
the table of small business size standards.

SBA issued an Interim Final Rule on December 6, 2005, and the revised size standards took effect the same day for its loan programs. For federal procurement, the new size
standards become effective on January 5, 2006.
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For more information about SBA's increase to its small business size standards for inflation, please see this link.

If the size of a business exceeds the size standard for its overall industry classification, it may still be a small business under the North American Industrial Classification System
(NAICS) code (pronounced "nakes") for that group. Some industries have higher size standards than the general one for the entire industry group. SBA has a Table of Size
Standards on its web site at www.sbha.gov. The SBA uses NAICS codes to identify industrial categories and make size determinations. Just remember that the SBA does revise
the size standards from time to time based on changes in the data used to determine size. NAICS codes, as well as other government coding systems, are discussed
elsewhere.

Your company's official status as a small business is also affected by ownership affiliations. Certain contractual arrangements with larger companies may disqualify eligibility.
What this means is that if you are a business that is owned/held by a "large" business, you are a large business. This is to ensure a level playing field and fair competition
among small businesses.

The SBA defines affiliates as:

Affiliates - Affiliation with another business concern is based on the power to control, whether exercised or not. Such factors as common ownership, common management and
identity of interest (often found in members of the same family), among others, are indicators of affiliation. Power to control exists when a party or parties have 50 percent or
more ownership. It may also exist with considerably less than 50 percent ownership by contractual arrangement or when one or more parties own a large share compared to

other parties. Affiliated business concerns need not be in the same line of business. The calculation of a concern's size includes the employees or receipts of all affiliates.

Work Smart

= While you can use these general standards to make an educated assessment, only the Small Business
Administration has the authority to make an official size determination. Anyone can challenge a company's
size declaration, but it is the SBA that will settle the issue.

Again, the important thing to remember is that it doesn't matter whether a company is classified as large or small. The companies that successfully sell to the government are
the ones that do their homework and "keep at it," while companies that just "give it a try" almost never succeed.

Be the innovator - the government is looking for an item - you have a better way or process. Don't just sit on the sideline. Get out and sell yourself.

We know of a contractor that helped a buyer by sending a form with all the information the buyer would need to prepare a good quote, along with his company information and
point of contact printed on it. The buyer made copies of the form and gave it to the other buyers as well. Be helpful if you see a better way and work with the government. If you
do have a better way you may be surprised at the "payoff."

Do You Have the Financial Resources?

What is the financial situation of your business? Is your business financially stable or are you just starting out and short on cash flow? Are you able to make payroll and other
payments with no problem? In other words, is your business financially healthy?

As we mentioned earlier, if you are in financial trouble, a government contract would be more likely to put you out of business than to save your business. We have seen many
companies that want that million-dollar contract, but the worst thing that can happen is to get one and not be prepared for it. Still, there are ways to work with other companies,
even your competition, to get more purchase orders (see Part IV on subcontracting).

Small business owners primarily look to their own personal resources for capital. The predominant sources
of financing are:
Small business owners themselves 41%

Cash advances from personal credit
cards

Personal lines of credit 25%

Example

36%

Do You Have a Quality Assurance Program?

The terms of a government contract generally require you to assure the quality of the product or service that your business will be providing. To do that, you need to show that
you have some kind of formal, documented quality control plan in place.

Your plan could consist of anything from a general quality assurance manual to a full quality assurance program that complies with a recognized commercial quality standard, a
government standard, or the international ISO standard for your industry. (See our discussion for a detailed explanation of ISO quality standards.)

To be ready for the government, you need to be sure you have the proper office skills. You need to be organized, maintain accurate files and records, document important
transactions and meetings, know where everything is, and generally be able to keep things humming.
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Do You Have the Technology?

We can't stress enough the importance of this area. Simply put, if you are not capable of doing business using some kind of electronic commerce (e-commerce) or electronic
procurement (e-procurement), you will not be doing business with the government.

Why? Because the law, beginning with the Government Paperwork Elimination Act of 1995, requires the government to use electronic means to issue and award small business
contracts, specifically those between $2,500 and $100,000. Furthermore, in a continuous effort to streamline the procurement process, government buyers are using new
options in making purchases, such as multiple-award schedules, purchase cards, reverse auctions, etc., almost all of them technology-based.

The goal of electronic procurement is to allow the exchange of information, such as purchase orders, invoices, or shipping notifications in an electronic, paperless format. The
benefits for the government are the elimination of manpower costs associated with processing paper, reduction in errors, and speeding up the process of ordering and paying
for goods and services. You can now get government bids automatically sent to you via e-mail, decide which ones you want to bid on, download the technical information from
the Internet, and then bid on the requirement without using one sheet of hard paper.

In order to do business with the federal government, you must have the following at your disposal:

= A computer running on an up-to-date Windows, Linux or Macintosh operating system -- The faster and more processing power you have in your computer, the better off
you will be. If you are in the process of shopping, we encourage you to buy as much RAM (or memory) as you can afford, but don't get carried away with extras you don't
need for business. Remember that you want a computer to satisfy your business needs, not for multi-media or games, unless of course this is your business.

= An Internet Connection -- If you must use a telephone line modem, make sure that it uses the latest technology and is at least 56k baud rate. A better choice would be a
DSL line giving you high-speed Internet access--a big plus when it comes to downloading large files. Also consider the services offered by your ISP, including reliability
and security measures.

n

Internet Protection -- If you use either DSL or broadband, you also need to set up protection for your system with good anti-virus and firewall software. This software
reduces the chances of getting hit with a virus or by a hacker. Remember, with a DSL or broadband connection, you are always connected to the Internet, so system
security is an issue.

Work Smart

If you are waiting for the next "best" or "latest" thing before you buy, grit your teeth and go ahead and get
the one that's best for you now. There will always be something better or newer. And while you wait,
opportunity passes you by.

If you are not moving into new technology and new ways of doing business using e-commerce and the
Internet, consider taking classes or attending workshops and conferences on these subjects. In this day
and age, keeping up with and knowing how to use new technology in your business is crucial to your
success.

Electronic Procurement

The concept of electronic procurement for a small business not yet comfortable with new technology can be overwhelming. E-procurement takes many forms and has become a
requirement for doing business with the government. But the electronic procurement requirements that we describe here are not unique to the government. They are the same
as a large private-sector business requires of its suppliers. Therefore, it is essential that any business at least consider these issues, whether it does business with the
government or not.

Electronic procurement with the government typically takes two forms: e-commerce web sites and/or Electronic Data Interchange (EDI).

Doing Business via Government Web Sites: As a consumer, you've most likely purchased a product or service such as an airline ticket or an item of clothing on one of
the many e-commerce web sites. When you complete your order by entering the required information and electronically submit your order via a web site instead of calling
or mailing in your order or visiting a store location, you are participating in electronic procurement. The information that you provided is electronically connected into the
merchant's internal systems. The benefit to you as the consumer is saving time; the benefit to the merchant is saving the costs associated with processing a paper order,
paying phone order takers, printing a catalogue, and maintaining a store location.

When it comes to government-sponsored, e-commerce web sites, the set-up is similar to the one described above, except that in this situation, the government agency is
the consumer, you are the merchant, and it is the government that provides the web site for performing various procurement transactions, such as displaying requests for
proposals, submitting bids, delivering invoices, etc. This is a great benefit if you have a limited number of order transactions because the only technology it requires of you
is a computer, Internet connectivity, and a web browser. A contractor will need to speak with the buyers of each agency to determine if an e-commerce web site is
available, where it is located (the web address), and what procurement functions can be performed. Also, you may need to obtain a username and password from the
agency to access the site.

Doing Business via EDI: Government agencies that do not offer an e-commerce web site will most often require a contractor to communicate order transactions via EDI,
the second form of electronic procurement with the government. EDI is a set of standards that defines how data/information is presented in an electronic form, thereby
allowing the electronic equivalents of common business documents, such as invoices, forms, bids, requests for quotes, purchase orders, etc., to be transmitted
electronically between the computers of what are called "trading partners." A trading partner can be the federal government, a prime contractor, or another commercial
business.

Why Are EDI Standards Necessary? For purposes of illustration, let's say that the government has contracted with you for certain supplies and wants to receive your invoice
electronically. You go ahead and oblige by sending your invoice file in a format that is unique to your system. Since the way that data is presented in the government's system is
also unique, in order to import your file into its system, it must first convert the data into the format that matches the format required by its system's database. Now imagine how
difficult it would be for the government to manage this process if each of the thousands of government contractors were each to send electronic invoices in a format unique to
their system.
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So, instead, the government asks its contractors to convert their files into a standardized format (EDI) prior to sending into a standardized format. Using EDI as the standard, the

government receives only one standardized format for all invoices and only has to manage converting files into one file format for each document type (invoice, purchase order,
shipping notification, etc.).

Who sets EDI standards? There are nonprofit committees that define EDI standards for the country. The set of standards most often used is called ANSIIx12 4010. Within that

set of standards, there are many documents, referred to by versions and numbers (e.g., 810 is the standard invoice document, 850 is the standard purchase order document,
and 997 is the standard functional acknowledgement that confirms the receipt of the files by each party).

An explanation of these standards and the specifications for each version can be found here and http://www.disa.org">here.

Converting Data into EDI. There are three basic options for getting your data into EDI format. It's best to check out all options, as prices and functionality vary greatly.

= Translation Software: There are many EDI companies that offer software that allow you to "map" the various data conversions that need to occur in order to convert your
files. There will be upfront costs to purchase and install the software, and you will also have to pay an employee, often called an EDI coordinator, to manage the software
or pay a consultant to do so.

= Third-Party Solutions: Many EDI companies offer services that take your paper or electronic files, convert those files to the required EDI format, and then deliver those
files to the right location. Typically the fee for this type of service would be based on the number of transactions and the number of unique formats being translated (called
"templates"). For instance, an 810 invoice is one template and an 850 purchase order is a second template.

n

Hosted Software: Finally, some EDI companies offer solutions that allow you to take advantage of the translator software technology without the cost of purchasing and
maintaining the software. You simply send your electronic files over the Internet in the format you normally use to the EDI host company. The EDI host converts your files
into the EDI format required and then delivers the files to the specified location. Charges for this service typically include a one-time set-up fee for each trading partner and
a smaller monthly fee that may or may not be based on the number of transactions.

Which is the best option for you? In order to define a return on investment for any of the options, you should take the following factors into account:

- Transaction Volume: Certain solutions will have a per transaction fee. Understanding the number of transactions your business will perform will allow you to estimate
your monthly costs.

= Employee Costs: It is helpful to find out the cost to process a paper document in order to determine savings that may occur by implementing an EDI solution.

u

Opportunity Cost/Cost of Not Doing Business: You should understand the dollar impact if you choose not to do business with the government (or with another trading
partner). This helps greatly in determining what your business can "afford" to spend on a solution.

A recent development in data exchange is the use of XML (extensible markup language), a new high-powered web language developed for e-business. Unlike HTML, which
displays text and images on web pages, XML enables the exchange of structured data over the web. This new technology will allow greater integration of e-partners, so they
can track material/parts/supplies through the supply chain.

What EDI Can Do for You. Here are just some of the advantages of being EDI-capable:

increased business opportunities; remember that once you've mastered EDI with the government, you can use the same technology to provide EDI to your larger, private-
sector trading partners.

faster and more accurate processing of orders, resulting in improved inventory management and, best of all, greater customer satisfaction
faster billing; since orders are filled and delivered sooner, billing and closeout can occur sooner
lower mailing costs, a reduction in mailroom sorting/distribution time and elimination of lost documents

improvements in overall quality through better recordkeeping and fewer errors in data

better information for decision-making; EDI provides accurate information and audit trails of transactions, enabling you to identify the areas offering the greatest potential
for efficiency improvement or cost reduction

Exchanging EDI Files. To manage various security and tracking issues associated with exchanging the high volume of files the government exchanges, it uses what is called a

Value Added Network (VAN). In simplest terms, a VAN is a for-profit private-sector business that provides and manages a collection of secure mailboxes that are used to deliver
and receive order files.

If you are doing business with the government, via EDI, you will need to acquire a mailbox from a VAN from which you will pick up and deliver files from and to the government
via a dial-up connection. The VAN of your choice will offer you technical assistance in this area.

It is not a requirement that your mailbox be located on the same VAN as the government's. Most VANs have agreements with one another that enable them to exchange files.

However, there is a cost for this, referred to as an Interconnect Fee. If you're doing business with only one government agency, you may decide to obtain a mailbox on that
agency's VAN to avoid Interconnect Fees.

There are many other fees for optional ancillary services VANs offer. The main fee incurred is the "per kilo character" charge (per 1000 characters). VANs are becoming more
competitive these days, so be sure to compare prices. As an ancillary service, most VANSs also offer third-party translation services.

In closing, our advice is to use the information we have provided to perform a methodical appraisal of all the solutions available to you, and then choose the best one for your
company.

Work Smart

= It always amazes us how most people willingly and unhesitatingly give out their credit card number, Social
Security number, address, and almost anything else that is asked for when placing an order by phone. Yet,
when it comes to ordering over the web, people will hesitate to give out any information, thinking that
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anyone "out there" could access and misuse it. However, the truth is that most e-commerce sites are
completely secure and safe. Just know the site you are dealing with.

For more information on security issues, see our discussion of e-government and security as it relates to government contracting.

E-Government and Security Issues

As previously discussed, all branches of federal government are required by law to migrate their business practices to a paperless operation. In implementing the new e-
procurement way of contracting, it is clear that there is a need to ensure the confidentiality, security, and authentication of information exchanged between government and its
contractors in the electronic environment.

The DoD, the buying giant of the federal government, has addressed the need for security in the e-government environment by adopting a mandatory system, referred to as
"public key infrastructure" (PKI). PKI allows DoD to electronically communicate with industry by enabling paperless, secure, private electronic business contracting. In addition to
adoption by DoD, PKI use is expanding at all levels, including federal, state, and local levels of government as well as in the private sector.

What is PKI? It works much like a realtor's lockbox. Under this arrangement, the seller has agreed to "trust" the realtor to gain access, via a key or combination to a lockbox, and
show the home to prospective buyers when the seller is away.

PKI uses a process similar to the realtor's lockbox, although in this case the lockbox is digital and is stored on computers. For government contracting purposes, a unique PKI|
digital identity certificate file is issued to a contractor's authorized officer or agent. In essence, this PKI digital certificate file verifies that the contractor is in fact authorized to
conduct business electronically with the government contracting office. In this way, PKI helps the contracting parties to establish a "trust relationship" while doing business via
computers in a virtual world, and digitally protects the information assets of both parties in much the same way a lockbox protects the seller from allowing just anyone to enter
the home while still providing access to the "trusted" parties and potential buyers.

In addition to ensuring the security of the electronic information at all times during transit through shared networks and storage on network servers and desktop hard drives, it
ensures that the document being signed and sent online is from the company or person authorized to provide the information within the electronic document, that the document
is legally signed in accordance with current federal and state laws, that the document has not been altered since being completed and electronically signed, and that the
electronic document is time-stamped and requires an electronic return receipt.

What PKI Means to You
At this point, you may be wondering how all of this could affect you. Here are answers to the questions businesses most often ask about PKI.

Why not just use a PIN number? While a number of government agencies have successfully used PINs to provide security in innovative applications, particularly the Securities
and Exchange Commission for regulatory filings and the Internal Revenue Service for tax filings, they are planning for an eventual transfer to digital signatures. PKI technology
fosters interoperability across numerous applications--PIN numbers can't do that.

Are you required to get PKI-certified in order to do business with the government? It's only a matter of time. The plan under federal e-government initiatives is to ultimately
provide all U.S. citizens and companies interested in procurement activities with a single entry point to all government online services and information through
www.FirstGov.gov, a web portal from which anyone can access virtually all federal government information. The ability for a citizen to access information will be based on the
nature and sensitivity of the information being accessed. Government contracting with federal agencies falls into the area that will require a PKI digital certificate authenticating
the identity of the online user and insuring they have the authority to access and provide secure online data and documentation when required.

Does it cost anything to get PKI certification? There is no charge. It's just a matter of downloading and filling out a form from one of various sites. How do you get a digital ID or
learn more? Microsoft Corp. in conjunction with Verisign.com has enabled their email applications, Outlook Express and Outlook 2000, to install PKI certificates. Microsoft and
Verisign have also enabled Office XP and a number of versions of Internet Explorer browsers to include PKI digital certificates.

You can get a detailed explanation of how Verisign's PKI digital certificates work and instructions for obtaining a PKI certificate for your Outlook email at this site. You can also
visit the Microsoft web site for more information on how to get your own certificate here. The following web sites can give you more detailed information on the various PKI
programs for GSA, DoD, and the State of lllinois:

The Rise of the e-Citizen: How People Use Government Agencies' Web Sites
GSA's ACES, What is ACES
DoD eMall

DoD e-Business Exchange System
DoD DFAS Wide Area Workflow

State of lllinois PKI Digital Signature Project

Security is, and will continue to be, an issue in many aspects of our lives, including e-business. Although digital authorization is not currently a requirement, it certainly may be
one day. It's a good idea to keep yourself informed about changes and developments. In the next several years, you will start to see more adoption of digital identities through
the government implementation of Homeland Security policies.

With the surge in identity theft, you'll see an increase in PKI. If you are going to do any type of business on the Internet, you'll need to protect yourself and your company. It will
cost you little-to-nothing to get there. It only takes a little time and effort.


http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_1471�
http://www.verisign.com/support/tlc/per/clientHelp/help/toc.htm�
http://www.digicert.com/ssl-certificate-installation-microsoft-outlook.htm�
http://www.pewinternet.org/�
http://www.gsa.gov/�
http://www.dlis.dla.mil/emall.asp�
http://www.disa.mil/main/prodsol/ebusiness.html�
http://www.dfas.mil/contractorpay/electroniccommerce/wideareaworkflow.html�
http://www.illinois.gov/pki�

Rate Your Readiness To Be a Contractor

This "quiz" is not meant to be a serious scientific assessment. Its main purpose is to get you thinking about the government market, what areas you may need to work on, and
what will be expected of you and your company. So, with that in mind, here are the categories for scoring:

Criteria Score
Size of Business

If you have one to 500 employees and are committed to winning a
government contract and willing to do your homework, give yourself +10.

If you get impatient quickly or plan on making only a half-hearted attempt to
win a contract, give yourself -10.

Financial Capability

If you are financially capable of performing a contract and are going after the
government market in order to increase or stabilize sales, give yourself +10.

If you are going after a contract just to stay in business, give yourself -20.
Quality Assurance Program
If you have a general QA manual, give yourself +5.

If your manual complies with a commercial quality or government standard,
give yourself +10.

If your quality assurance program complies with the international standard
(referred to as an ISO standard) for your industry, give yourself +25.

If you have no formal, documented quality assurance program, give yourself -
10.

Office Efficiency

If you keep good records and have an efficient way of finding information,
give yourself +10.

If it takes you a while to put your hands on a piece of needed information and
you run your office on the "I know it's here somewhere" principle, give
yourself -10.

EDI and E-Commerce

If you have the necessary equipment for doing business using e-commerce,
give yourself +25.

If you don't have a computer and modem, count yourself temporarily out of
the game. Start shopping now. Lose all points!

Internet

If you know how to do all the tasks we just talked about, give yourself +10.

If you can only play games, give yourself -10. If you lose to your kids,
subtract another -5 points. If you know enough to go to your teenager and get
some help, give yourself 5 points.

Bonus Points




Do you know how to get "specs & stds"? If you think that getting "specs &
stds" means getting something out of your eye, give yourself -10. If you know
that a spec is a specification or standard for a specific product or service,
give yourself +10.

Do you believe that all you have to do is send in a bid and no matter what
price you quote, it will be approved (like that $300 hammer you heard about
25 years ago)? If you do, give yourself -25. If you believe that your price
needs to be competitive, give yourself +25.

OK, now for the rating.

If you scored 0 to 50, you might want to either rethink your idea for getting a government contract or work on acquiring the necessary resources and skills.

If you scored 51 to 75, you are heading in the right direction and probably just need a little assistance.

If you scored 76 to 100, you are ripe and ready to go after a government contract.

If you scored 100+, you have everything you need to start winning contracts. (If your score fell into this range, please contact us. We might have some money to invest!)

Government Rules You Need to Know

You've heard it said many times, "Government contracting seems hard--so many rules and regulations. And, if you don't follow them, the government is just waiting to take you
down!"

Actually, nothing could be further from the truth. The government not only actively seeks out small business participation when it buys products and services, but it also goes to
great lengths and spends lots of money in outreach programs to find good, qualified small businesses to be its suppliers. For example, it will provide information that will help
you bid with minimal risk. Just for the asking, you can find out how much the government bought the last 5 to 10 times, who they bought from, and how much they paid. Try
asking for that kind of information from your commercial customers and see what they say!

In reality, there are many similarities in selling your products or services to commercial customers and selling them to the federal government--the same basic business
principles and strategies generally apply. Both want a quality product or service at a reasonable price, delivered on time. And in both cases, you need to know your customers'
needs, how they buy and who buys what. You need to do your market research. And whether it is a commercial customer or a buying agency of the federal government, you
need to arrange face-to-face meetings so you can better clarify what they want and so they can better understand what your company can do to help them.

However, although the approach to the commercial and government market is similar, the procedures and rules of doing business in the government arena are different--and if
these differences are not understood, it is here that problems can occur.

However, all of these problems can be minimized if you take the time to gain some basic knowledge of these procedures and rules and to learn how the process works. (Note
that we said "minimized," not "avoided," because Murphy's law is always out there waiting to challenge your commitment to the task.)

Government Procedures
Government Laws and Requlations

How FASA Affects You

Chart of Laws Affecting Government Contracting

FAR: Federal Acquisition Requlation

Government Procedures

Let's get started by looking at some of the differences in procedures. First of all, the federal government conducts its business through authorized agents, called contracting
officers:

The Procurement Contracting Officer (referred to as the "PCQ") places contracts and handles contract terminations when the contractor defaults.
The Administrative Contracting Officer (referred to as the "ACO") administers the contracts.

The Termination Contracting Officer (referred to as the "TCO") handles contract terminations when the government terminates for its convenience.

Depending on the situation, the same person may be all three.

Because the government is a sovereign entity (in other words, it is the ruling power), it has rights that commercial businesses do not have. For example, the government has the
right to unilaterally revise the contract, so long as changes are within the parameters of the contract.
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This means the government can change the quantity it is contracting for, or how it is packaged or how it is being shipped. The contractor is entitled to equitable cost adjustment,
but must comply with the changes. The government also has the right to cancel the contract if the need for the product or service no longer exists. Here again, the contractor
would be entitled to reimbursement for costs incurred.

Because taxpayer dollars are being spent, the government can impose extensive audit and surveillance requirements under the terms of a contract. However, extensive and
stringent requirements are usually imposed only on higher priced contracts (i.e., contracts of $100,000 or more in value) and thus are not usually applicable to contracts with
small businesses.

One of the big fears that small business owners have is that the government will come in and audit their books, go through their files with a vacuum cleaner, and tell them how
to run their business. That fear is totally unfounded and far from the truth.

Government Laws and Regulations

Now let's take a closer look at the laws and regulations that will affect you when you do business with the government. Maybe the easiest way to begin is with a brief history
lesson.

Before the earliest law was passed, private individuals furnished from their own resources whatever supplies and materials the government needed. (How well do you think that
would work today?) But that all changed with the Purveyor of Public Affairs Act of 1795, which allowed the government to buy needed supplies and materials.

At the beginning of the Civil War, which created monumental needs for the federal government, the Civil Sundry Appropriations Act of 1861 became law, and this continued the
principle of advertised procurements for the next 86 years.

When it became apparent that small companies and their labor force needed protection, the Sherman Antitrust Act of 1890 was enacted.

Finally, the Armed Services Procurement Act, signed into law in 1947, continued the sealed bid as the preferred method of procurement, with specific exceptions. It also
attempted to place procurement rules in one location. The result was the Armed Services Procurement Regulation (ASPR).

In addition, there are many other laws and Executive Orders that affect how you must conduct your business if you want to contract with the federal government.

For example, the Eight-Hour Work Law of 1892 set the eight-hour workday. The Davis-Bacon Act of 1931 set the minimum wage on the construction site at the local prevailing
wage. In 1933, the Buy American Act required the government to buy only American products. The Walsh-Healey Public Contracts Act of 1936, drastically changed in 1994,
required a supplier to certify that it was the manufacturer or a regular dealer. This was an attempt to do away with the broker.

In 1941, the Berry Amendment, as it is known, was passed by Congress to ensure that the Department of Defense only acquires certain end products, material and components
(mostly food and natural fiber products) that are of U.S. origin, or from a qualifying country. It remained in Defense Department appropriations acts until it became law in 1994.
Later it was modified in 2002 and 2006, further restricting the use of specialty metals. It only applies to DoD purchases above the Simplified Acquisition Threshold (over
$100,000). DoD contractors need to be especially aware of these restrictions. Do not overlook these requirements.

Later on, the Small Business Act of 1953 was passed, which established the Small Business Administration. The Truth in Negotiation Act of 1962 required both prime and
subcontractors on contracts over $500,000 to certify the cost data submitted under the solicitation. Public Law 95-507, which amended the Small Business Act of 1978,
formalized the Small Business Subcontracting Plan requirement in contracts over $500,000 to large businesses. At that time, this law was considered a significant change in
government procurement practices.

Now we come to the recent laws. The Federal Acquisition Streamlining Act of 1994 (FASA) was revolutionary in its impact on the federal acquisition process. It repealed or
substantially modified more than 225 statutes and pushed the contracting process into the 21st century.

Among other things, it simplified the federal procurement process, reduced paperwork burdens, and transformed the simplified acquisition process to electronic commerce.
Before the law could be fully implemented, the Federal Acquisition Reform Act of 1996 (FARA, also known as the Clinger-Cohen Act) was passed to correct some deficiencies
in the earlier legislation and to make more changes. These last two laws were significant events because of the vast changes they made in the way that the government
conducts it business. The system is continuing to make adjustments to the new, more open environment.

Example

What prompted the changes in the procurement process as contained in FASA and FARA? The story goes
that Motorola was contacted by the Defense Department to supply mobile communication devices to be
used by our military in "Desert Storm." The company was more than willing to supply the product, and the
Examnle price quoted was not an issue.

However, at that time, the law did not allow the government to contract for a basically commercial item.
Motorola told the government to take the product and give them a check for the amount agreed upon. The
government couldn't do that without a signed contract, an impasse. As hard as the government tried to
remove the problem clauses, it couldn't do it.

An ally country, supposedly Japan, came to the rescue. They bought the product and then furnished it to
the U.S. government as part of its support of Desert Storm.

After all of this, the powers in Washington finally realized that the procurement process needed some
major changes to get in step with the marketplace.

For your easy reference, we have created a chart summarizing the most significant laws.
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How FASA Affects You

What was so significant about FASA to the interests of small businesses? Here are some of the specific changes that this law made:

Changed the small purchase level from $25,000 and under to between $3,000 and $100,000, and provided that all these purchases can enjoy "simplified acquisition
procedures," which in effect reserves all of these purchases for small business. Two of the main purposes of the simplified acquisition procedures are to reduce
administrative costs and to improve contract opportunities for small, small disadvantaged, small service-disabled-veteran, and small women-owned businesses.

The government was mandated to use electronic means to issue and award small purchases (termed by the law as "Simplified Acquisition Purchases" or "SAP"). That
means that for contracts under $100,000, there is now a tremendous effort by the government to go "paperless.” What does paperless mean? Well, it simply means that
the government is entering the era of electronic commerce and technology for doing business. So much for the myth of being buried by government paperwork and red
tape.

Encouraged government buying offices to use credit cards on all requirements under $3,000. Basically, the intent was to get these "nuisance” buys out of the buying office

and simply let the government user buy what was needed quickly and efficiently. This means two things for small businesses: minimal paperwork and a real opportunity for

any business that accepts credit cards to increase its business. As we mentioned earlier, in 2005 alone, the federal government spent almost $17.8 billion in credit card
purchases in the under-$3000 range. The government now just goes to a local store and buys what it needs.

Established commercial items as the preferred products for the government to buy if they meet the government need; to do otherwise requires a justification as to why it is

necessary. This last little change is having a major impact on the process. First of all, it has meant a reduction in government personnel that small businesses have to deal

with. The more the government buys commercial items, the less it will need buyers, production specialists, pricing specialists, quality assurance specialists and other
personnel that were required when the government designed to its own specifications. Second, it has meant that only if the commercial market cannot satisfy the
government's need can the government buyer require that items be built to government specifications. In other words, most government specifications and standards will
be used only with contracts greater than $100,000, so you, the small business contractor, will have fewer government requirements to worry about.

Government Purchasing Thresholds
Micro-purchases (credit cards) for contracts up to $3,000

Simplified Acquisition Procedures
(SAP)

Simplified Commercial for contracts $100,000 to $5,000,000
Commercial Off the Shelf (COTS) no dollar limits, any dollar size contract
Commercial Items for contracts over $3,000

FAR Parts 14 & 15 apply for contracts
$100,000 and up

for contracts for $3,001 to $100,000

Sealed Bids/Negotiations

Small Business Guide B Win Government Contracts ¥ Government Contracting 101 B Government Rules You Need to Know B Chart Of Laws That Affect Contracting

The Rulebook and Bible: the FAR

No discussion of government procedures and rules is complete without talking about the basic rulebook for government contracts: the Federal Acquisition Regulation, commonly

known as “the FAR."

The FAR, which had its beginnings in the Armed Services Procurement Regulation established in 1947, is considered the Bible for federal government contracting. The FAR
contains all the rules governing the contracting process as well as all the forms and clauses used in contracts.

The FAR has recently gone through a significant rewrite to reflect and implement all of the changes made by all the recent laws. In order to do business with the federal
government, you definitely need to have a basic knowledge of what is in the FAR and how to use it.

Work Smart

- The FAR is designed to be a guide, not a limiting rulebook. Under recent changes in the law, contracting
officers can use "good business practices" that make sense in making decisions and in negotiating terms
instead of having to consult a rulebook on each decision.

The FAR is divided into 53 parts, each part dealing with a separate aspect of the acquisition process. The first six parts deal with general government acquisition matters and
the next six parts deal with aspects of acquisition planning. The rest of the FAR deals with other topics, such as simplified acquisition threshold (formerly known as small
purchases), large dollar value buys, labor laws, contract administration, applicable clauses and forms.

Relevant parts for small businesses include Part 19, Small Business Programs, and Part 52, which contains the standard terms and conditions contained in a government
contract.
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Although the FAR is the primary acquisition regulation for the federal government, each government agency may issue an agency acquisition supplement to the FAR. We
therefore have the Defense Federal Acquisition Regulation Supplement (DFARS), the General Services Acquisition Regulation Supplement (GSARS), and the National
Aeronautics Space Administration FAR Supplement (NASFARS), just to name a few. Many of these are on the Internet at the agency's web site.

These supplements are not stand-alone documents, but must be read in conjunction with the FAR. Therefore, when preparing a proposal or quote, remember to look at the
relevant supplement, in addition to the FAR, to make sure added requirements don't apply. The FAR has more than 1000 pages and a supplement may be another 1000 pages,
but only a relatively small portion is used in any single contract. That is why it's important, when dealing with a government office, to ask which regulation governs their
acquisition procedures. Make sure that you read any changes to the rule before you quote. Don't assume, ask!

Warning
H Congress gave the Federal Aviation Agency (FAA) the authority to develop its own acquisition regulations;
therefore it is not bound by the FAR. Although the FAA has chosen to adopt or adapt many parts of the

| FAR, don't assume that its provisions are all just like those in the FAR. Some quasi-government agencies,
Camtion like the Tennessee Valley Authority or United States Postal Service, are not bound by the FAR, but many
of their acquisition regulations are adaptations of FAR provisions.

You can buy a copy of the FAR in hard copy from the Government Printing Office (GPO), read it on the Internet or buy it from a third party like CCH, Tax and Accounting.

Work Smart

If you order the FAR from the Government Printing Office, make sure that the price includes all updates, as
they occur, so you will always have current information when you prepare a proposal. Updates are

important because of the potential impact on the way you will bid. It could change the cost and therefore
your quote!

When you view the FAR on the Internet, make sure that you check the update date for the same reason.
The softbound type is current until the next update.

Just remember that the government is ready to do business, on a competitive basis, with competent, qualified companies that can supply the products or services it requires at a

reasonable price. You, the new contractor, must know what their game plan is. Once you have some understanding of the federal buying process, you can enter this market with
greater confidence and be successful and profitable.

Work Smart

The Department of Defense is transforming a significant portion of the DFARS to the DFARS Procedures,
Guidance and Information (PGI). The PGl is a companion resource to the DFARS. DFARS PGl is a new,
web-based tool so the entire acquisition community can simply and rapidly access non-regulatory

Department of Defense (DoD) procedures, and guidance and information relevant to FAR and DFARS
topics.

The DFARS still remains the source for regulation and implementation of laws, as well as DoD-wide
contracting policies, authorities and delegations. In other words, DFARS will answer the questions, "What
is the policy?" and "What are the rules?" DFARS PGl will connect the acquisition community to the
available background, procedures and guidance, answering the questions, "How can | execute the policy?"
and "Why does this policy exist?"

It is believed DFARS PGl will not only provide a rapid method of disseminating non-regulatory material to
contracting officers and the entire acquisition community, it will also serve as a real-time training tool by
making relevant information available on your topic of interest. DFARS PGl is new and will be evolving in
the months ahead. It'll be in simpler language, in an easy-to-follow format, and with new tools for searching
and retrieving current and past information on FAR and DFARS requirements.

10 Steps to Successful Bids

OK, so what do you have to do to actually sign that first deal with the government? We have broken down the actions you need to take into ten steps and we will guide you
through the process of completing each one. Although we are presenting the actions you need to take in a step-by-step fashion, it does not mean that they need to be done one
at a time. They can be done simultaneously or in a different order, depending on your circumstances.

1. Think Like the Government: Start thinking about your business the same way the government does; as the provider of
an end product. By thinking in terms of output, and not process, you'll be more likely to make a connection leading to a
deal..

2. Identify Your Customers: The buying offices of the federal government don't know you're out there, but you can find
them if you know where to look..

3. Get Registered: Before you can start bidding on contracts, the government needs to know who you are and what you do.
A mistake or omission at this point could severely hurt your chances of landing a contract, so we'll tell you what to do
step-by-step, including how to decipher all the government codes involved in such a process.
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4. Find Bid Leads: The government is required by law to inform all potential contractors of what they're looking for, but are
you listening? There are a number of outlets for this information, and one is best for you and your company.

5. Get the Bid Package: You've got the lead, now you need to get your hands on the specifics. Find out how to get the bid
package and how to understand its particular pricing arrangement.

6. Review the Bid: The solicitation you've just received has the potential to be a binding contract. Know what to read and
how to read it to maximize your chances for success.

7. Get Technical Data: To successfully complete your bid, you'll need to do some research. Learn what types of specs may
apply and how to get the correct data to comply with the order.

8. Price It Out: In a competitive bidding process, price is the determining factor. And if your bid is accepted, it will literally
make or break your company, so know what factors to consider.

9. Write Your Proposal: This is a formal procedure that must be completed exactly. We take you through it line-by-line,
explaining it all.

10. submit Your Bid: Submission of your bid is the final step in a contracting process full of fine print. Know the best ways to
keep your bid from being kicked out at the last second.
11. Think Like the Government

You are now ready to get started. You might imagine that the first thing you should do is get out there out and look for all those government buyers and bid
opportunities, right?

12.  Not so fast. Before you take any action at all, there is one thing you need to do that will greatly increase your rate of success in finding opportunities and winning
contracts: Learn to think the same way the government does when it does business.

13. A commercial company and a government buyer may need the same item, but their approach is very different. For example, when a commercial company looks
to buy an item, the buyer is very familiar with the item being bought and knows exactly what type of process--be it welding or stamping or extrusion or metal
finishing--is used in making the particular item. Therefore, when it is looking for a supplier of that item, it thinks in terms of the process and looks for a welding
company or a stamping house or metal finisher, as the case may be.

14.  On the other hand, when the government buys, it knows the item it needs (e.g., a gear, a resistor, a coffee cup, a spring, a bolt, a pencil), but it does not know the
process or type of company that makes the item. The buyer is merely given a requirement (one or more items of some kind) and the technical data package and
puts them out for bidding. Therefore, when the government is looking for a supplier, it thinks in terms of the item and looks for companies that have indicated that
they can produce that item.

15.  Think about it this way: In the commercial world, a buyer usually has a good idea of what they are buying, what the processes are, what machines are used, etc.
On the other hand, government buyers, while very good at getting the job done - on time, in budget and when needed - are acquisition specialists first and not
engineers. In other words, they buy the product, not the process.

At a recent congressionally sponsored government procurement conference, the owners of a company
that made various items for the railroad industry were disappointed in the event because there were no
government offices at the conference that bought railroad items.

Eventually they began to realize that they could use their same equipment and skills to make items for the
Examnle military, such as tanks and off-road vehicles. They went over to the Army booth and found there were
indeed some opportunities for them to support the Army's needs for heavy equipment. It turned out to be a
good conference after all!

16.  Asyou look for contracting opportunities, it is crucial that you think the same way. Think of your business in terms of your output; the products or items that you
make and, perhaps more importantly, the items that you are capable of making. Think of how you can use your same equipment and process to make things that
the government needs and wants; perhaps things you never even considered before.

17.  If you think in terms of your process, for example, if you think of your company as a screw machine shop, you will be facing a much bigger challenge in trying to
find government opportunities. Why? Because the government does not purchase items described as "screw machine products,” it buys nuts, bolts and screws.

18.  How you think of your business can affect your success more than you imagine! What are your company's capabilities? Now take that one step further and think
one or two levels above you. If you're a subcontractor, what does your customer make? Now think about all the parts and pieces that go into the project and what
is your part? What can you work on with other companies to give your customer a "total" package? Do you think they might be interested?

Work Smart

Before you can address what the government is looking for, identify what you really want to offer. We have
counseled more companies than we would care to admit that come in and want to know what the
government wants because they can provide it. That is not a good business plan. Target what you can do
best and go for it.

Identify Your Customers

Now that you are thinking of your business in terms of the end items that you are capable of providing, you are ready to identify prospective customers: the buying offices within
the federal government that have a need for your product or service.

A simple rule of thumb is that if the item is a commercial-type or general-purpose item, there is a good chance that the General Services Administration (GSA) buys it for both
the military and civilian offices. Think of the GSA as the "Sears and Roebuck" of the government. This doesn't mean that the military or a civilian office won't be using the
product; it just means that the GSA may issue the contract, and other government offices, both military and civilian, can buy off of that contract.

If the item or service is predominately military in nature, then one of the Department of Defense buying offices would be the place to go. The same is true for civilian agencies; if
energy related, you may want to check out the Department of Energy as a probable customer. There are a number of ways to find the appropriate buying offices:

Search FedBizOpps
Use the personal touch
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Subscribe to a bid-matching service
Work with a Procurement Technical Assistance Center (PTAC)

Do your best to get to know the GSA

Work Smart

If your company produces or provides an item or service that is commercial or general purpose in nature,
there is a good chance that you will be marketing your company to the General Services Administration
(GSA) instead of individual government buying offices. The GSA negotiates contracts for these sorts of
products and services with commercial businesses, and then both the military and civilian government
offices buy off those contracts. (Examples of such products and services could be anything from furniture
products and services, cleaning supplies, copier equipment, hardware and appliances to marketing, media,
and public information services; paints, pest control, financial services, and training and travel services,
just to name a few.)

If this is the type of product or service you sell, be sure and read "Get to know the GSA," in which we take
you through the entire process of making the GSA--sometimes thought of as the Sears, Roebuck for the
federal government--one of your customers.

Search FedBizOpps

One way to locate potential government customers is through FedBizOpps (Federal Business Opportunities), the official web site listing of all federal government contracting
opportunities and awards over $25,000. Government buyers are able to post information about their business opportunities directly to FedBizOpps via the Internet at
www.fbo.gov.

This web site is updated every business day, with approximately 500-1000 new notices being posted on a daily basis. In addition to identifying specific government buying
offices (your potential customers), you can also use this web site to find the person within each buying office who is there to answer questions and provide information to small
businesses looking to sell to that office.

Here's how to proceed. For demonstration purposes, let's assume that you want to identify the government buying offices for the Department of Energy:

Go to Federal Business Opportunities.

Click on the FedBizOpps VENDORS button.

Choose whether you want to find an agency by acronym (e.g., DOE) or alphabet listing. Note: To get to information about

the Department of Energy (or any other "Department of ..." listing), look under "D" for Department, not "E" for Energy.

Also note that you can get a listing for the Department of Defense (DoD) only in the "Alphabetic Order" area.

4. If you choose to find the agency by Acronym, the government buying offices for the agency you chose will be listed on the
left-hand side of your screen. If you choose to find the agency by Alphabetic Order, click on the appropriate alphabet
group, scroll down to the agency that interests you (e.g., Department of Energy), and click on "Offices" next to the agency
to get to the list of buying offices.

5. To find the Small Business Office liaison or coordinator for the buying office you are interested in, click on either the

"Posted Dates" or "Class Codes" heading that appears next to the particular office to get a list of current bid opportunities

for that office. If you open any one of the synopses, it will list Point of Contact information for that particular opportunity.

Just contact the person who is listed and ask for the Small Business Office associated with that government buying office.

The Small Business Office can answer any questions and provide more information about that buying office's
requirements.

wnh e

Work Smart

Now that you have identified your customers within the agency that interests you, it is useful for you to
note, for future reference, that there is a variety of other meaningful information available to you here.
Although you aren't quite ready to pursue live bids quite yet, when the time comes, you can also get
synopses of current bid opportunities for that particular office grouped by posted date or classification
code, as well as the location of the buying office.

Use the Personal Touch

One way to locate government buying offices is to pick up your local phone book, search the blue (or Yellow Pages) under "Government, federal," and then look for a listing for
the purchasing office or small business office. If neither of these offices is identified, then call the office(s) listed and make an appointment to meet with them.

Once there, introduce yourself and your company, and provide the buyer with your business card and a listing of the supplies and services you can offer. If you have one, also
provide the URL of your business web page. This gives buyers another opportunity to see who you are and what you can do.

Don't be afraid to ask questions. Find out what products and services they buy. If they don't buy the product or service that you are offering, ask them to refer you to an office
and a person that does.
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Then later, use the first contact as a referral to the next. For example: "l recently talked to Joe/Mary and they suggested | talk to you for help in bidding on government contracts.
What products and/or services do you buy?" This helps establish credibility with the new contact. It is important to get names and numbers for future use.

If you have already registered your business with the government in CCR, let the buyer know that. Over time, be sure to follow-up with the buyer to see if there are any new
solicitations you can bid on and, in addition, to ingrain your company's name in the buyer's mind.

Subscribe to a Bid-Matching Service

Instead of doing the work yourself, you can subscribe to a "bid matching” service to provide you with leads on bids and prospective customers. The bid service, with your help,
will develop a company profile using keywords and government product and service codes to help match your company's capabilities to the needs of the government.

Using that profile to screen for suitable leads, the bid service will then search on the Internet for opportunities and will also get bid opportunity information directly from the
government. You will receive the leads by e-mail, and all you have to do is decide whether to bid. However, keep in mind that this service only provides the leads; it will not help
you understand a particular bid. Also, remember that they are getting this information from the same sources you can search on the Internet yourself. If your going to pay
someone, make sure you get some added value.

You can locate a bid-matching service by searching on the Internet under "bid matching service," or by asking for a referral from the small business specialist in the government
buying office or from your local PTAC. Since bid lead services are usually not close by, contact is by phone or e-mail.

Work with a PTAC

This method works much the same way as a bid-matching service, but costs you nothing (you are already paying for it with your tax dollars). Stop in the Procurement Technical
Assistance Center nearest you, sign up to be a client, and get your prospective buyers and bid leads through the PTAC. Their automated systems scan hundreds of government
and commercial web sites, delivering emails with the latest opportunities.

As you go through the process, the PTAC will be available to answer your questions or will refer you to someone who can. It can also get copies of specifications and standards
for you at minimum cost and do some market research. In addition, it offers training in government procurement practices through seminars and conferences and assistance in
understanding e-commerce. To locate the PTAC nearest you, go to the Association of Procurement Technical Assistance Centers web site, which has easy-to-use listings with
up-to-date contact information.

Work Smart

= = Using a bid-matching service or a PTAC actually identifies customers and gets bid leads in one step.
Some leads will not prove to be biddable for a variety of reasons, but the leads themselves will give you a
lot of useful information on an item, including the buying office. It "jump starts" you in the process.

As you identify government buyers, keep in mind that there are two parts of the federal government to look at: the Department of Defense (DoD) and the Civilian Agencies. As
we mentioned earlier, the DoD is the largest buyer, but you may not fit there. Don't worry if you don't; remember that "green is green."

Get To Know the GSA

As previously mentioned, if a product or service is a commercial-type or general-purpose item, there is a good chance that the General Services Administration (GSA) buys it for
all government agencies, including the DoD.

GSA, one of the government's largest agencies, helps other agencies acquire the products, services, consulting advice, space, real estate, and vehicles they need from federal
and commercial sources. It acts as a catalyst for approximately $66 billion in federal spending annually, which accounts for more than one-fourth of the U.S. government's total
procurement dollars.

GSA simplifies government buying and reduces government costs by negotiating large multi-user contracts and by leveraging the volume of the federal market to drive down
prices. Federal agencies then place orders against these contracts. Orders are placed in a variety of ways--through catalogs, phone or fax, electronic requisitioning, auctions,
the Internet, or by contacting suppliers directly. GSA contracts are awarded for a period of five years, with three- to five-year option clauses. Most GSA contracts are for
standard types of services and "commercial off-the-shelf" (COTS) products and equipment in three major areas:

general-purpose supplies, equipment, vehicles and services
office space and land management, building construction, repair and maintenance

information technology and professional services

GSA contracts are available to large and small businesses that provide nationwide or local services and products. GSA contracts are advertised, awarded, and managed by
GSA regional offices and acquisition centers. All GSA contracting opportunities over $25,000 are advertised on the FedBizOpps web site.

So, as you can see, if your business provides commercial products or services, GSA is a potential customer that you want to get to know and learn how to do business with.
And, as you can also see, it is easy to understand why GSA is sometimes referred to as the "Sears, Roebuck" for the government.

GSA Service Organizations

The GSA has two service organizations:
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= Public Buildings Service (PBS) -- This is the largest public real estate organization in the U.S., maintaining more than 340 million square feet of workspace for more than
one million federal employees in more than 2,100 cities, with an inventory of 8,300 government-owned buildings and leased properties.

- Federal Acquisition Service (FAS) -- This is a consolidation of the old Federal Technology Service (FTS) and the popular Federal Supply Service (FSS). It provides federal
and other customers with the products, services, and programs they need to meet their supply, service, procurement, vehicle purchasing and leasing, travel and
transportation, and personal property management requirements. This is done by bringing hundreds of thousands of federal customers together with over 14,000
contractors through six primary business lines:

Commercial Acquisition

Transportation Programs

Travel Programs

Vehicle Acquisition & Leasing Services
Property Management

GSA Global Supply

Since the GSA's Office of Commercial Acquisition is the area that presents the greatest opportunity for small businesses, this is where we will focus our discussion. (For further
information on the Public Buildings Service, see this site.)

Getting on Schedule

Like any business looking to sell its products or services to the government through the GSA, your goal is to get on a "GSA Schedule" and obtain your own "GSA number."
Here's what that means.

GSA manages a federal supply schedules program known as the Multiple Awards Schedules (MAS). MAS are long-term, government-wide contracts with commercial firms
providing commercial services and products ordered directly by government buyers from GSA Schedule contractors or through GSA Advantage!, GSA's online shopping and
ordering system. GSA Schedules cover a vast array of brand name items from office supplies and copier paper to systems furniture and from computers to laboratory equipment
as well as a wide range of services, such as accounting, engineering, management, graphic design, landscaping and elevator repair.

To "get on schedule"--become a GSA Schedule contractor--you must first be awarded a contract. In order to obtain a GSA Schedule contract, you must submit an "offer" in
response to the applicable Schedule solicitation. GSA uses practices similar to those found in the commercial buying arena and awards contracts to responsible companies that
offer commercial items or services falling within the generic descriptions in each of the more than 40 different Schedules (these descriptions are referred to as Schedule Item
Numbers or SINs). Contracting Officers determine that prices are fair and reasonable by comparing the prices or discounts that a company "offers" to GSA with the prices or
discounts that the company offers to its own commercial customers (known as "most favored customer" (MFC) pricing). In order to make this comparison, GSA contracting
officers require companies to furnish commercial pricelists and disclose information regarding their pricing/discounting practices during the application process.

Why would government buyers prefer to order via GSA Multiple Award Schedules instead of procuring products or services on the open market? There are several reasons.
When government buyers place orders against a GSA MAS contract, they are considered to have met federal regulations regarding competition, pricing, and other
socioeconomic requirements. In addition, government buyers know that to be "on schedule," GSA Schedule contractors have already been screened for quality, responsibility,
reliability, and other criteria during the application process; therefore government buying offices save the time, money, and trouble of having to go through that process
themselves.

We assume that, at this point, you are seeing some benefits in getting your company "on schedule." Although the process can be somewhat long and complicated, it can be
worth it to you and your company. The following discussions provide a step-by-step guide to help you move through the process easier and faster, as well as guidelines for
marketing your GSA Schedule contract after you have been awarded:

step-by-step quide for Multiple Award Schedules (MAS)

L quidelines for marketing a GSA Schedule contract

Work Smart

Assistance with the GSA Schedules solicitation process is readily available. GSA offers GSA Schedules
Contract Training for businesses looking to become GSA Schedule contractors. To find more information,
see this site.

And, as always, you can consult your local PTAC for help and advice on working through the process.

Step-by-Step Guide for Multiple Award Schedules

The six steps in this guide will, among other things, help you determine the correct MAS Schedule and the correct Special tem Number (SIN), evaluate the competition's
products and pricing, assess market potential, prepare a solicitation package, and handle negotiations with a GSA Contracting Officer. The end goal is that you "get on
schedule" and receive that much-sought-after "GSA Contract" or "GSA Number," which many businesses work very hard to obtain.

Step 1: Determine which GSA Schedule and which Special ltem Number(s) [SIN(s)] apply to your company's product(s) and/or service(s). These are the numbers you will use
throughout the application process and in dealing with GSA.

Note 1: There are more than 40 Schedules currently available through the MAS program. (See this GSA site for the complete Schedule List.
Use the search command to find a brief description of the products and/or services that each Schedule covers.)

Note 2: There is a rule that may affect the GSA Schedule you choose. A contractor has to have sales of at least $25,000 in the first 24
months and for 12 months each following year or that GSA contract will be canceled.
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1. Go tothe GSA Schedules e-Library and enter a keyword that best describes your company's product/service in the space
under the word "Search". Then click the Search button. The search results will include a listing of the relative Schedule
number(s) and the Special Iltem Number(s) (SIN) that best matches your keyword.

Read the category description next to the SIN number and determine whether this SIN category is a good match for your product/service. If not, start a new
search with a different keyword.

u
- Watch for the "Introduction of New Products" SIN categories, which could appear on most of the MAS Schedules.

After finding a match on a SIN category, click on the highlighted SIN number itself. You will get a listing of all
current contractors for that category, their contract number, phone number, business indicators (large, small, woman-
owned, disadvantaged, 8(a), veteran ownership, etc.), and details about their GSA Advantage! status. You will also get
contact information, including web site, phone, and email address.

Review this information to learn details about possible GSA competitors.
Print and save this information for later research on awards.

Save the name, phone number, and e-mail address of the GSA Schedule contact person, which appears at the top of the first page. You may need answers
to questions as you go through the process.

Jot down your SIN number and the Schedule number that corresponds with your desired SIN category (such as
75 Office Products/Services Schedule; or 03FAC Facilities Maintenance and Management Schedule). You will need your
SIN and Schedule numbers later in this process.

Step 2: Determine whether your product or service is currently required to be purchased/contracted with so called "mandated” sources, such as the Federal Prison Industry or
UNICOR, the National Institute of the Blind (NIB), or the National Industries for the Severely Handicapped (NISH).

It is difficult to win a GSA contract for products that GSA determines would compete with these mandatory product suppliers.

1. Gotothe GSA Advantage! website.

Go to "Advanced Search."

Enter a product keyword, click in the box next to UNICOR Mandatory Items, and click FIND IT.
Go BACK and repeat the process using the box next to NIB/NISH/JWOD.
If your product(s) does appear as a mandatory source item, further research is needed before proceeding. Do
the following for each product shown as a Strategic Sourcing ltem:
Click on the highlighted UNICOR name button. This leads to its home page, which details its program, rules, and products.
Click on the highlighted NIB/NISH/JWOD name button. This leads to its home page, which details its program, rules, and products.

For either UNICOR or NIB/NISH/JWOD, contact the Schedule point of contact person listed in the GSA e-library research from Step 1. That person can
advise you on whether to proceed with your own GSA solicitation or whether your product is too similar to a Strategic Sourcing Item.

Step 3: Research your competition. Your competitors are those contractors that already have a GSA contract for the SIN category(ies) you are considering for your own
product/service. There are two parts to this research. Both parts should be done for each prospective SIN category.

Part 1 -- Determine who your competition is, including company name, GSA-offered products, and prices for those products.

1. Go tothe GSA Library. Enter the first SIN number you are considering in the search line at the top of the page to
determine which companies already have a GSA contract. The results are a listing of all current GSA contractors, their
GSA contract numbers, phone numbers, and business size standards. Also listed is a column called "View Catalog,"
which indicates the contractor's GSA Advantage! status. It will show the Advange! symbol or be blank. Note: GSA
Advantage! is the site where government employees do their product research and online purchasing.

2. Click on View Catalog for each contractor. The results will take you directly to the GSA Advantage! web site listing for that

contractor's products. The listing will show all of the contractor's products, item descriptions (including part numbers), and

GSA contract prices. Note: In the case of services, pricing details may not be listed, so look under the column Contract

Terms & Conditions.

Review this information to determine how your products compare to those already available.
Consider whether your company's prices for similar products are competitive with those currently available on that MAS Schedule.

While viewing a GSA contractor's product, notice the two lines under each product listing; one lists the product's
manufacturer and the other lists the product's contractor (the GSA contract holder). This information will tell you whether
the contractor is a dealer or the manufacturer of the product. Note: In some cases, a contractor is a dealer for multiple
manufacturers.

Part 2: In Part 1 of your research, you learned which possible competitors are currently on GSA Schedule, which products they offer, whether they are a dealer or the
manufacturer, and their product prices. But there is more to learn about your potential competitors and the SIN(s) categories to help you determine your market potential. In
order to determine this, your research in Part 2 is based on actual past sales from the GSA Schedules.

All GSA contractors are required to report on a quarterly basis their actual GSA sales. This reporting process is known as the "72A Quarterly Reporting." This data becomes part

of the Schedule Sales Query (SSQ) Report that you will access in Part 2 of your competition research. The SSQ is the sales reported by contractors for specific report quarters
from the current to the past five years.

The 72A Reports are GSA's way of determining the 0.75 percent Industrial Funding Fee (IFF) that all contractors must pay to GSA on a quarterly basis. (For more on the IFF,
see Step 6.)
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Note: Some contractors show $0 reported sales. There are two possible explanations for this: (1) they had $0 sales to report or (2) the contractor was only recently awarded its
GSA contract, and enough time has not passed to file a 72A Quarterly Report.

To determine when a company was issued its GSA contract number: Go to the GSA e-library web site, enter the contractor's name in the search line, and click Search. Click on
the highlighted contractor's name. The results will provide useful research information, such as the contract number, contract end date, all contracted SIN(s) and GSA
Advantage status, and the contractor's web site and e-mail address. Remember to subtract five years from the listed contract end date shown to get the actual GSA contract
award (start) date (all MAS contracts are awarded for five years).

1. Your research in Part 2 is based on actual past sales from the GSA Schedules. At this site, there are 11 report formats to
choose from. Some formats indicate sales by quarter, while others are for yearly totals. More options include reports by
specific SIN, Schedule, and contractor name or contract number.

2. Use SSQ Report format 7 (Total by Quarter & SIN by Contract Number and Fiscal Year) to find each contractor's actual
sales by SIN number on a quarterly basis. You will need the information you printed and saved in Step 1 of your research
to look up each contractor by its contract number.

3.  Next use SSQ Report format 8 (Total for Each Quarter for a Specific SIN by Fiscal Year) to get the grand total of each SIN
category by quarter. There are two things to look for here: (1) whether one contractor is getting the majority of the
awards, and (2) whether the overall award amount for that SIN category is on the low side. If either of these is true, you
might want to re-evaluate the idea of getting your own GSA contract for your products that fall within that SIN category.
Another issue to consider if overall award amount is low: if, say, eight contractors shared only $20,000 worth of sales
during the past year in one SIN category and if you add your company's product to that SIN category, will you fare any
better or make the awards be larger?

Step 4: Locate the Schedule solicitation you have determined is best suited to your company's product(s)/service(s) and download all appropriate documents. The actual
Schedule solicitations are updated at irregular intervals. In some cases the updates are known as "refreshed." In the case of refresh, they are numbered such as Refresh
Number 5; always locate the solicitation with the most current "refresh" number.

Go to the site where solicitations are located at FedBizOpps:

Click on "Advanced Search" at the top-left of the page and click GO to get to the Find Business Opportunities page

In the "Full Text Search" space, enter the Schedule number (generally 2 or 3 digits). Then scroll down to "Search by Agency," highlight "General Services Administration,"
and click the "Start Search” button at the bottom of the page. The results will be a list of active GSA postings with that Schedule number. Note: You can enter the full
solicitation number in the "Search by Solicitation."

View each synopsis and determine the correct solicitation. Often there is more than just the solicitation listed, there may be modifications and/or amendment documents. It
is important to know whether there are additional documents.

Download ALL documents, including the solicitation, any modifications, etc. Expect it to be many pages. Example: For the popular Schedule 084, be sure to download the
appropriate attachment (there are over 16 different ones) for your product in addition to the basic solicitation document itself.

Click on the "Register to Receive Notification" line at the bottom of the solicitation announcement page and provide an e-mail address. This is a subscription to a mailing
list for all future modifications or refreshed announcements for that solicitation.

Step 5: Complete the solicitation package. Now that you know which MAS Schedule fits your product/service line and have downloaded all necessary documents, it's time to
complete the solicitation package.

1. Remove cover pages. The first pages of a solicitation are the cover pages. They contain general information and notices
of significant changes made to the solicitation since its last "refresh." These notices are informational and should be
removed prior to submission of the solicitation package to GSA.

2. Sign SF 1449. The first page of the actual solicitation is the Standard Form 1449 Solicitation/Contract, also known as the
SF-1449 order for commercial items. Only complete blocks 12, 17b and 30a, b, c. The SF-1449 must be signed by
someone able to bind the company into a legal contract with GSA.

3. Read, understand and complete basic solicitation. All clauses that require responses must be completed; if they aren't,
GSA will return your solicitation package as incomplete. Take the time to read the entire document, paragraph by
paragraph, so everything is understood. Contact the POC (point of contact) with any questions or concerns you might
have. An e-mail and phone number for the POC is listed on the cover page.

4. Include pricelist and catalog/brochure. An important document in the solicitation process is your commercial pricelist. Two
copies of your dated commercial pricelist and catalog/brochure containing the products you plan to offer must be
submitted with your offer. There are several acceptable forms of pricelists, including published or printed, computer-
generated, and copies of internal pricelists. In the catalog/brochure and your pricelist, you must mark the Special Item
Number (SIN) next to ALL the products/services you are "offering." All the other products/services must be lined or
marked out and the word "excluded" written next to those items not being offered. Do not supply a pricelist just for the
GSA items; the Contracting Officer needs to see your actual commercial pricelist, not one that was specially designed just
for GSA purposes. Note: If you are a dealer or distributor, a copy of your manufacturer's pricelist must be submitted along
with a letter on the manufacturer's letterhead stating it authorizes you, the dealer, to sell to GSA and that it, the
manufacturer, will provide all the necessary inventory to support the dealer's GSA sales for the term of the contract.

5. Complete the Commercial Sales Practice Form (CSP-1). The CSP-1 form is a crucial part of any MAS solicitation. There
are instructions on how to complete this form in the solicitation. In this form, you must state "whether the discounts and
concessions which are being offered to the Government are equal to, or better than, the offeror's best price (discount and
concessions in any combination) to any customer acquiring the same items offered under the SIN regardless of quantity
or terms and conditions."

- If the answer is "yes," you must complete the chart for customer(s) who receive your best discount.

u

If the answer is "no," you must complete the chart for all customers or categories of customers to which you sell at a price that is equal to or better than the
prices being offered to the government. You must include an explanation of the situations that led to deviations from your standard practice.
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= If the Contracting Officer is unable to determine that the prices offered are fair and reasonable because the deviations from your written policies or standard
commercial sales practices are so significant, then the Contracting Officer may ask you to provide additional information. This may include copies of current
company invoices to your "most favored customer" (MFC).

Fill-in the Representations and Certifications. The Reps & Certs portion of the solicitation must be read and the
appropriate boxes filled in. These cover such things as business size standards, small or large business, woman-owned,
veteran-owned, etc. Also, register at orca.bpn.gov for your ORCA application.

Include additional documents and data. There may be additional data or documents that need to be sent with
the solicitation package. Carefully read all the paperwork (clauses) and follow directions to the letter since each MAS
Schedule is different. (This gets back to our 3 Rs for success as a government contractor: Read, Read, Read.) For
example, product warranty documentation may be requested. Here are some other common items that you need to
include or consider:

Products from designated countries only (not China, India or Pakistan)
Registration in Central Contractor Registration (CCR Registration)

A valid DUNS number

Acceptance of credit cards as a form of payment

A submitted VETS-100 form to the Department of Labor

Step 6: Negotiate with the GSA Contracting Officer and finally "get on schedule." Remember that the main reason for negotiations is to resolve major differences between the
prospective contractor's proposal and the GSA's main negotiation objective: to always obtain the best price. Here are some tips for successful negotiations:

You do not have to give in on all factors recommended by the Contracting Officer. You do have rights, and it is not worth losing money just to get a GSA Contract.
A common point of negotiation is what is referred to as the "prompt payment discount.” Do not feel pressured to give a discount in this area; stay with net 30 days.

At the end of negotiations, the Contracting Officer may request a solicitation/proposal revision from you. The revision is GSA's way to confirm all the terms and conditions
that you and the Contracting Officer agreed upon.

= If you are offering your best price and it is equal to or better than that of your best customer or group of customers, then you do not need to do better.
Be aware of the 0.75 percent Industrial Funding Fee (IFF) that comes out of your product/service prices each quarter, so include this 0.75 percent in your GSA price.

- (f) Be sure of the shipping points and FOB points when negotiating. If the GSA Schedule Solicitation calls for FOB Destination, then you have to pay freight. Add the freight
cost to your product prices if the solicitation calls for FOB destination pricing.

Often the Contracting Officer will try to get quantity discounts. If your standard policy has been not to give these discounts, then decline this suggestion.
GSA may want on-site warranty repair anywhere in the country. Watch out for such provisions; they can be costly.
Generally provide domestic delivery only, not international.

For information on what to do once you get that award, see guidelines for marketing a GSA Schedule contract.
Guidelines for Marketing a GSA Schedule Contract

Obtaining a Schedule contract can be a bit overwhelming and time-consuming. However, when you are finally awarded a contract, your hard work is definitely not over. If you
want to really capitalize on your new opportunity and generate sales against your hard-earned contract, you will now have to actively market your contract to potential buyers.
As many GSA Contracting Officers will tell you, getting "on schedule" and having a GSA contract is only a license to "hunt" for opportunities.

Here to help you in your hunt is a five-step approach to marketing your company to all the federal agencies that shop for supplies and services through GSA. Note that the first
two steps--the Federal Supply Schedule Price List and the GSA Advantage!--are not options; they are required by regulation to be included in every GSA Schedule contract.

Step 1 -- Design your authorized Federal Supply Schedule Price List and develop a distribution list. When you are awarded a GSA Schedule contract, you are required to
prepare, print, and distribute a document called the Federal Supply Schedule Price List. Think of this price list as an important marketing piece for your new GSA Schedule
contract. The price list, which is designed by each individual contractor, covers 26 specific points designated or negotiated in the contract itself, such as, FOB Point, Discounts,
Foreign Items, Warranty Provisions, Production Points, Delivery Times, SIN, Minimum Order, and Maximum Order.

When designing your own Federal Supply Schedule price list, it is best to keep it simple and short. A one-page flyer covering only the required 26 points specified in your
contract usually is best. (You can give details about your product details in your brochure or catalog.) It is very important to make sure that all the information in your price listis
correct.

Step 2: Prepare your electronic company catalog and submit it to GSA Advantage! The GSA has a very sophisticated online shopping and ordering system known as GSA
Advantage! Using this menu-driven database system, government buyers can search for the products they need, compare prices and product information, and place their
orders.

As a GSA Schedule contractor, you are required to submit your electronic company catalog to GSA Advantage! no later than six months after your contract award. However, it is
best to do this within the first 30 days, if possible.

You can submit your electronic company catalog into the GSA Advantage! system by using the Schedule Input Program (SIP) software, available for downloading at the GSA
Vendor Support Center (VSC) web site. The VSC staff is there to assist new contractors with the submission of their electronic catalog data and can be reached at 877-495-
4849. Note: New Schedule contractors must first register at the VSC web site in order to get a password to use with the SIP software.

When entering your information, be sure to:

= Use either the Option or the Accessory Tool when listing the sub-categories for each of your products, such as color or style choices.
Mark any special categories for each product, such as "recycled materials" or "energy efficient."
- At each product listing on GSA Advantage!, add the link option to your company's web site.
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= Include a product photo.

Warning

H As you prepare your electronic catalog, it is critical to your success to keep in mind that GSA Advantage! is
the principal marketing tool for a Schedule contractor to the buying agencies that will use it. There are
some things you need do to maximize your marketing potential.

Caution

First, when entering your product data into the SIP software, don't use only two or three words to describe
your product -- take advantage of all the lines that you are allowed for this purpose. This allows you to do
some marketing by including important keywords or unique details about your product.

Second, make sure that the words and phrases you are using are the most effective possible. (The "most
effective” are those that will lead government buyers to your product listing and convince them to buy your
products over other similar items in the system.) The best way to do this is to do some research and
searches of your own in GSA Advantage!. Experiment with various words and phrases to get a sense of
what "works" in a listing and what does not. For example, which terms work best as search words? Do
sentences or just phrases work best for your type of product? Which listings come up first? Look at how
your competitors have their information in the system. How do they list product part numbers? How are
names listed--e.g., HP or Hewlett Packard?

Lastly, make sure that all the information that you have entered is correct, including grammar and spelling.
Your information will appear in the system exactly how you key it in, errors and all.

We realize that the initial set-up on GSA Advantage! can be very time-consuming, especially if you have
many products to enter. But because submitting your company's electronic catalog is basically a one-shot
deal, your efforts to make it right--and to make it marketable--are worth it.

Step 3: Place an ad in GSA's MarkeTips Magazine. GSA's MarkeTips Magazine, which is mailed to more than 150,000 federal and DoD buyers and end-users worldwide every
two months, provides an opportunity for you, as a GSA contractor, to promote your products or services to the federal marketplace. Best of all, the advertising space in
MarkeTips is free of charge for GSA contractors. But because space is limited, advertising space is offered on a first-come, first-served basis and vendors are limited to one ad
per GSA contract. But, again, the ad is free.

To get started, visit the MarkeTips web site and download the latest advertising specifications and guidelines. Go to this site and enter the word MarkeTips in the Search
command. At the MarkeTips home page, you can download past issues of the magazine as well as locate the MarkeTips field editor serving the GSA Acquisition Center that
covers your contract.

Make getting your free ad in GSA's MarkeTips a priority in your marketing efforts. It should be done within the first 30 days after award of a new contract.

Step 4: Use GSA logos on all your marketing materials. A great way to market a new GSA contract is by incorporating one of the "GSA Schedule" or "GSA Contract Holder"
logos, along with your contract number(s), into your company's marketing materials and brochures. Be sure to also include a GSA logo on your company's home page. Simply
go to this site, use the search term "logo" and this will link you to the logo site. Then download the logos you prefer.

Step 5: Make your web site "GSA-friendly." Some companies have a separate web site for federal agencies via their link from the GSA Advantage! system. But an even easier
approach is to make updates or changes to your company's web site to reflect your new GSA contract. Here are just a few possible changes to consider:

Use one of the GSA logos with your contract number on your home page.

Provide a link from your company's web site to your company's product listing on the GSA Advantage! web site. Contact the Vendor Support Center staff (see Step 2) for
help, if needed.

Establish a special company e-mail just for GSA Schedule inquires. Be consistent by also using this new e-mail address on the Federal Supply Schedule Price List form
and on the GSA Advantage! web site.

Use any of the special symbols (e.g., energy-efficient, recycled, environmental items) for which your company's products qualify on your company's web site. Again, be
consistent and use the same symbols on products listed on the GSA Advantage! web site.

In addition, here are some more miscellaneous marketing ideas:

= Market your GSA contract to any local federal agencies in your area that might have a use for your product or service. Consider your local U.S. Post Office, IRS Office, VA
Hospital, FAA Authority, Social Security Office, federal court house, National Guard facilities, etc., as possibilities.

- Subscribe to professional journals and industrial or trade magazines that cover your line of business. Run ads in the publications that government employees might read.
Be sure to include the GSA logo with your company contract number in the ads.

= Participate in GSA's Small Business Outreach events. For more information, call the Office of Small business Utilization (OSBU) at 202-501-1021 or e-mail to

small.business@gsa.com.

For information on how to "get on schedule," see step-by-step guide for multiple award schedules.

Get Registered
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One of the most important things you need to do early in the process is to let the government know that you are ready and able to provide the products or services it needs. To
do this, you must register your company with the Central Contractor Registration (CCR) at http://www.ccr.gov, the primary database of government vendors and suppliers. The
CCR collects, validates, stores and disseminates data in support of federal projects and missions.

Both current and prospective government suppliers are required to complete a one-time registration to provide basic information relevant to procurement and financial
transactions. In order to receive a federal contract, or grant for that matter, a company must be registered in CCR prior to the award. However, note that registration does not
guarantee business with the government.

You are responsible for ensuring the accuracy of your registration and for updating all of your registration information as it changes. You must renew your registration once a
year to maintain an active status. If you do not, your registration will expire and your ability to conduct business (i.e., receive contract awards and payments) with the
government will be affected.

Did You Know?

CCR now provides one-stop registration in the federal acquisition process and allows businesses to take
responsibility for the accuracy of their own business information by inputting it themselves directly into the
central government database for contractor information.

Small businesses also can provide additional business data into a sub-database that captures this
important information. This also provides a more dynamic search capability when people are looking for
potential business support from the small business community.

One-stop registration in CCR will avoid administrative duplication and will allow contractors to take
responsibility for the accuracy of their own business information by supplying it directly to the government
through this single site.

However, this wasn't done overnight. While the mandate to streamline the procurement process was given
in 1994, it took until October 2002 to get the job done.

In order to register, you must use a personal computer and have access to the Internet. If you don't have access, you may use a personal computer at a Procurement Technical
Assistance Center, Small Business Administration office, Federal Procurement Office, or your local library. It is best if you have your own computer, because the federal
government is quickly moving toward a computer-based acquisition format and you will be left behind if you don't get one soon.

As you prepare for registration, you'll no doubt be overwhelmed by the endless litany of codes used by government contractors. When so many goods and services change
hands every year, some type of "shorthand" language is needed to keep track of it all. A complete understanding of these codes is absolutely necessary if you hope to
successfully compete for the government's business, and we'll cover what you need to know.

reqgistering with the CCR
L using Online Representations and Certifications Applications (ORCA)

u deciphering government codes

Registering with the CCR

Any company, large or small, wishing to do business with the Federal government must register in the Central Contractor Registration (CCR), the central databank for
government contractors.

To register, access the CCR database and enter the required information about your company. CCR contains both mandatory and optional fields, and although your application
will be considered complete if you fill out just the mandatory fields, we strongly recommend that you fill out all fields. Since government buying offices use the CCR database to
help them identify companies that might be able to provide the goods and services they need, it is to your advantage to provide a complete picture of your company's
capabilities and qualifications.

We also recommend that you gather all the required information and have it at hand before you go into the database.

Because proper CCR registration is so important, we are going to review some of the information that you will need to register, below. We also give you tips to help make sure
that you enter the information correctly.

Among the Business Tools is Central Contractor Registration form. It is in Adobe Portable Document Format
(.pdf), and you will need the free Acrobat Reader to view and print the file.

Tools to Use

If you have questions regarding CCR registration, call the Registration Assistance Center at 1-888-227-2423 (1-616-961-4725 internationally).

Information You Will Need To Register in CCR
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Please note that we are not going to review every piece of information included on CCR. Instead, we are going to discuss what we consider the essential information for small
businesses.

We have organized the information that you will need into the following categories:

Identification numbers
Data Universal Numbering System (DUNS) Number
DUNS +4 Number
CAGE Code
U.S. Federal TIN
A-T Number

General information about your compan

Classification codes for your products and/or services
NAICS codes
- SIC codes
- FSC codes

Information about electronic funds transfer

u Reqistration acknowledgment and point of contact information

Remember to have the correct information for your company handy when you fill out the electronic form.

We want to remind you that when you enter the information on the CCR web site, you must fill in all the fields designated as mandatory or your application will be considered
incomplete and your registration will not be accepted. And, again, we encourage you to fill in the optional fields as well.

Identification Numbers

Data Universal Numbering System (DUNS) Number: The Data Universal Numbering System (DUNS) number is a unique nine-character identification number provided by
The Dun & Bradstreet Corporation (D&B). If you do not have a DUNS number, call Dun and Bradstreet at 1-866-705-5711 or 610-882-7000 to request one. Be prepared to
provide an address, telephone number, business start date, and type of business. The process takes about 10 minutes and is free of charge. The number will be issued within
three working days. If you already have a DUNS number, the D&B representative will advise you over the phone.

You can also submit your business's request for a DUNS number through D&B's web site.

If you do know your DUNS number, the CCR can perform DUNS validation online. After you enter your DUNS number and company information into the system, the CCR will
run a background validation against the D&B Global database. You then select the Dun & Bradstreet data to pre-populate the CCR file.

Work Smart

- When entering your DUNS number on the CCR Web site, enter only the numbers, do not enter the
dashes.

DUNS +4: The CCR process allows businesses to assign an additional 4 characters to their DUNS number to uniquely identify an affiliate or division at the same physical
location. For example, a business might want to have two records for itself at the same physical location to identify two separate bank accounts. Either a DUNS or a DUNS +4
number can be used to successfully complete the registration process.

Vendors wishing to register their subsidiaries and other entities should make sure that each additional location obtains a separate DUNS number from Dun & Bradstreet at 1-
866-705-5711. If you have questions regarding the use of DUNS +4, contact the CCR Assistance Center at 1-888-227-2423.

CAGE Code: The Commercial and Government Entity (CAGE) code is a five-character ID number used extensively within the Department of Defense to identify specific
companies.

If you don't have a CAGE code and your company has a U.S. address, you may submit the CCR registration form without it and one will automatically be assigned and filled in
for you as part of the CCR registration process.

However, if you are a foreign vendor (i.e., your company does not have a U.S. address), you must include an NCAGE code on the registration or it will be considered
incomplete.

U.S. Federal TIN: The U.S. Federal TIN (Tax Identification Number) is the nine-digit number that companies use for income tax purposes. If you do not know your TIN, contact
the Internal Revenue Service at 1-800-829-1040. If you operate as an individual sole proprietorship, you must enter your Social Security number in the provided space, if you
don't have a TIN.
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If your business is located in the United States and you do not fill in this field, your application will be considered incomplete and your registration will not be accepted. If you are
located outside the United States, you are not required to provide a TIN.

Work Smart

When entering your TIN or SSN on the CCR web site, enter only the numbers, do not enter the dashes.
(Example: 123456789, not 123-45-6789)

A-T Number: This is a new data element being added to the CCR database. Austin Tetra is providing the A-T Number on a quarterly basis. The A-T Number is being added to
support an ongoing requirement to identify purchase card merchants socioeconomic reporting information. It is a tracking method to monitor sales through credit and debit card
purchases.

A-T Numbers are the key to linking corporate family relationships within the A-T database. Since each location of a business has its own unique A-T Number, a large
organization has many different A-T Numbers within its corporate “family.” The A-T Number is non-indicative so it remains with a business throughout its lifecycle and is never
reused.

The A-T Number will only be displayed in CCR Tools. The A-T Number will be used by the Acquisition Information Reporting (AIR) systems within the Integrated Acquisition
Environment (IAE). Additional information about Austin Tetra can be found at: www.austintetra.com. The support telephone number is 972-756-8100. You must ask for
Customer Support.

General Information About Your Company

L_egal Business Name and Doing Business As: Your legal business name is the name under which you are incorporated and pay taxes. If you commonly use another name
for normal operations, such as a franchise or licensee name, then include that in the space below the "Legal Business Name" field.

Work Smart

= Your legal business name and street address, as entered on the CCR registration, must match the legal
business name under which you are registered with Dun & Bradstreet. If the information does not match,
your registration may be rejected during processing.

Street Address: You must provide a valid street address where your business is located. A Post Office Box or c/o may not be used in this space. If you use a P.O. Box for
correspondence, you may include it in the space allocated under the tab "Address Info."

Street Address 2: If necessary, use this space to continue your physical street address.

City, State, Zip: The nine-digit zip code is mandatory.

Work Smart

When entering the nine-digit zip code on the CCR web site, enter the numbers only, do not include the
dash. (Example: 123456789, not 12345-6789)

Country: Choose the appropriate country code abbreviation from the list provided.

Date Business Started: Enter the date your business was started in its present form. This may be used to distinguish your business from others with similar names. Use the
format mm/dd/yyyy. (Example: 01/01/2007)

Fiscal Year-End Close Date: This field calls for the month and day on which you close your fiscal year. For example, if you operate on the calendar year, enter 12/31. In any
case, use the format mm/dd.

Average # of Employees and Average Annual Revenue: You must provide accurate information about the number of employees and three-year average annual receipts for
your business since these values are used to determine your business size classification. Average annual revenue cannot be zero.



Work Smart

When entering revenue information on the CCR web site, enter numbers only, do not enter dollar signs or
commas.

Company Security Level: Choose the correct level of security for the facility, if your facility has a clearance.

Highest Employee Security Level: Choose the highest level of security for an employee located at that facility, if any of your employees carry a security clearance.

Corporate Web Page URL: If you have a company website, provide your company's homepage. Both upper and lower cases are acceptable. This is good marketing.

Corporate Information: Here is where you indicate what type of business relationship you are establishing with the U.S. federal government. If you plan to respond to
government contracts, check "Contracts." Check "Grants," if you are looking for this option. The last choice, "Both Contracts and Grants," would be for those who plan to
respond to both.

Type of Organization (check one): You must choose one of the following boxes to indicate the corporate status of your business. If you are a Limited Liability Partners
Company or S-Corporation, choose "Corporation.” It is important to understand that you should select business types that reflect the current status of your business. The
business types are not an indication of the business opportunities you hope to pursue.

Sole Proprietorship If you choose Sole Proprietorship as your status, you must provide the name and phone number of the owner of the business on the "Corporate Info"
page.

- Corporation (not tax exempt) If you choose Corporation as your status, you must enter the state of incorporation if your business is incorporated in the United States. If
you are incorporated outside of the United States, you must enter the country of incorporation and check "Foreign Supplier" under business types (see below).

Corporation (tax exempt) If you choose Corporation as your status, you must enter the state of incorporation if your business is incorporated in the United States. If you
are incorporated outside of the United States, you must enter the country of incorporation and check "Foreign Supplier" under business types (see below).

Partnership
U.S. Government Entity Select one of the following:
- Federal
- State
- Local
Foreign Government
International Organization
= Other

Business Types (check one or more)

Check all the descriptions that apply to your business. You must choose at least one for your application to be complete. If you are unsure as to whether you qualify under a
category, contact your local Small Business Administration (SBA) office for the appropriate guidelines or visit their web site.

Local Government

Minority Institution

Foreign Supplier

Small Business

Minority-Owned Business

Small Disadvantaged Business

State Government

Federal Government

Tribal Government

Service Location

Research Institution

Women-Owned Business

Labor Surplus Area Firm

Veteran Owned Business

8(a) Program Participant (If you check 8(a) Program Participant, you will be required to provide the name and address of the certifying party in the same section.)
Sheltered Workshop (JWOD Provider)
Nonprofit Organization

Construction Firm

Emerging Small Business

Large Business

Municipality

Historically Black College or University

Limited Liability Company
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Educational Institution

Manufacturer of Goods

American Indian Owned

Service-Related Disabled Veteran Owned

S Corporation

Historically Underutilized Business Zone (HUB Zone) Firm

If you answer Minority Owned Business, then you must choose one of the following:

Native American Owned

Black American Owned

Hispanic American Owned

Asian-Pacific American Owned

Subcontinent Asian (Asian-Indian) American Owned
No Representation/None of the Above

If you check 8(a) Program Participant, you will be required to complete name and address of certifying party.

SBA Certified Small Disadvantaged Business
SBA Certified 8(a) Program Participant

SBA Certified HUBZone Business

DoT Certified Disadvantaged Business Enterprise

Classification Codes for Your Products/Services

The Department of Commerce identifies the economic base of the country (i.e., products and services) by types of industry, such as manufacturing, construction,
agricultural, service group, etc., through a coding system. This system enables the government to obtain the data it needs to analyze economic trends and similar
information.

North American Industry Classification System (NAICS) Codes: NAICS codes (pronounced "nakes") are used for classifying business establishments and
industries doing business with the government. You must supply at least one for your registration to be complete. If you do not know your NAICS codes, you may
search on the Internet at http://www.census.gov for links to the NAICS search site. You must use six-digit NAICS Codes in your registration.

Although you have to enter only one valid code for your registration to be complete, be sure to list all codes that apply to your products and services. This could
help government buying offices identify your company as one that provides needed goods or services. When entering your codes, don't get carried away by
putting in a lot of different ones. Be realistic and use those NAICS that are best for you.

Work Smart

= Effective October 1, 2002, the Small Business Administration is using the NAICS 2002 version of the
codes for their size standards. They apply to all SBA programs and to all other federal government
programs and actions where eligibility as a small business is a factor or a consideration.

Standard Industrial Classification (SIC) Codes: Formerly, the government had used these codes for classification of businesses and industries, but is still a
mandatory field for registering in CCR. You must supply at least one valid SIC code for your registration to be complete. If you do not know your SIC codes, you
may search on the Internet at http://www.osha.gov/oshstats/sicser.html. Some agency or buyer may still be using the system, and you should be aware of what
your numbers are and/or how to find them. SIC codes can be four or eight digits.

You can access the SIC manual on the Internet through the Small Business Administration's home page or in hard copy through your public library. If you are
using a print copy of the manual, you can find your SIC Code by looking for your industry and then going down the list to see where you fit.

Note: When you set up your company, particularly if you incorporated, chances are that it was classified with a SIC code because that's one of the things that's
asked for in the incorporation papers.

Electronic Funds Transfer

Under recent law, the government is legally mandated to use Electronic Funds Transfer (EFT) for all contract payments. Therefore, all registrants must complete
this section. (There are exceptions: foreign vendors doing business outside the United States, utility companies, and government agencies do not have to supply
this information.)

If you need help with the required information, your bank or financial institution should be able to help you. If you are unsure as to whether your registration
requires EFT information, call the Registration Assistance Center at (888) 227-2423 or (269) 961-4725 internationally.
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Effective Fall 2003, payments by all federal agencies to government contractors will be made on the basis
of electronic funds transfer (EFT) information contained in CCR. This means that all firms doing business
with the federal government will have to be registered in CCR in order to be paid. If you let your
registration lapse (i.e., fail to renew it) or if you cancel your registration, all payments, if ones are being
made, will cease. A company must remain active in CCR until all payments are made to avoid
discontinuation.

Financial Institution: Provide the name of the bank that you use for business banking purposes.

ABA Routing Number: The ABA Routing Number is the American Banking Association's 9-digit routing transit number for your financial institution. You can
obtain the routing number by contacting your financial institution or you may find it on one of your checks. It usually appears as the first nine digits in the lower left-
hand corner.

Account Number, Type, & Lock Box Number: Enter the account number to which you want your EFT payments deposited and check the proper box to indicate
whether it is a checking or savings account. If you prefer to use a lock box service, enter the appropriate account number in the space provided. If you use a lock
box for your banking purposes, you must also check “"checking" under account type.

Automated Clearing House: Enter the appropriate contact information for your bank's Automated Clearing House (ACH) coordinator. The ACH will serve as the
contact if problems occur with your EFT transfer. Note that e-mail addresses requested under the contact entries refer to Internet e-mail addresses, not local area
network e-mail addresses within your office.

Work Smart

When entering the phone numbers on the CCR web site, enter the numbers only, not dashes or
parentheses. (Example: 9995551212, not (999) 555-1212)

Remittance Information: Enter the address where you would like a paper check mailed in the event that an EFT transfer does not work. On the name line, enter
to whom the check should be mailed and fill in the appropriate information. If you use a lock box and want checks mailed directly to the bank, enter the bank name
and address here.

Credit Card Information: Does your company accept credit cards for payment? This is a yes or no question.

Registration Acknowledgment and Point of Contact

Registrant Name: Enter the name of the person that acknowledges that the information provided in the registration is current, accurate, and complete. The
person named here will be the only person within the registering company to receive the Trading Partner Identification Number (TPIN). (The TPIN is a password
to protect access to your registration and banking information on the CCR.)
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- Never give your TPIN to anyone you don't know. This information should always be protected. CCR
personnel will never ask you for your TPIN. To avoid becoming a victim of a fraudulent scheme to
compromise your TPIN and damaging your company, keep your TPIN strictly confidential.

The Registrant and the Alternate Contact (see below) are the only people authorized to share information with CCR Assistance Center personnel. It is important
that the person named here have knowledge about the CCR registration.

Correspondence Check Boxes:

US Mail

FAX

E-mail
To promote prompt receipt of information, e-mail or faxes are definitely the preferred modes of communication. Recently, CCR has replaced mailings with secure
e-mail. The TPIN and Welcome letter information will now be e-mailed to the primary point of contact (POC) listed on the CCR registration. If there is no e-mail
address listed, these letters will be mailed via US mail. The 30-day renewal notification and expiration notice are sent via e-mail if an e-mail address has been
provided for the primary POC.

Alternate Contact: Enter the name and phone number for another person at your company in case questions arise when the primary contact is not available.

Accounts Receivable: Provide contact information for the accounts receivable person at your company. This is the contact provided to the Defense Finance and
Accounting Service regarding EFT payments on your government contracts. Note that this contact is not authorized to receive and/or release information
regarding the CCR registration to any Registration Assistance Center personnel. It may be beneficial to have the accounts receivable contact also act as the
alternate contact for the registration.

Owner Information: If you have checked "Sole Proprietorship” as your business type, you must provide the name and phone number of the owner of the
business.

Government Business POC: This POC is that person in the company responsible for marketing and sales with the government. An email address is required.
Both upper and lower cases are acceptable for all e-mail addresses. This POC and contact information, if entered, will be publicly displayed on the CCR Search
Page. All contact methods are mandatory. The Alternate Government Business POC also is mandatory.

Past Performance POC: This POC is that person in the company responsible for administering the company's government past performance reports and
response efforts. An email address is required. Both upper and lower cases are acceptable for all e-mail addresses. This POC and contact information is



mandatory and, when entered, will be publicly displayed on the CCR Inquiry web site. All contact methods are mandatory. This person will be your watchdog over
the performance ratings given by the government. It is very important that you monitor these ratings continuously.

= Electronic Business POC: The EBPOC is the person in the company responsible for authorizing individual company personnel access into government
electronic business systems (e.g., Electronic Document Access (EDA), Wide Area Workflow (WAWF)). POC and contact information is mandatory. This
information will be publicly displayed on the CCR Inquiry web site. All contact methods are mandatory. Visit
http://www.dfas.mil/contractorpay/electroniccommerce/wideareaworkflow.html to view detailed information on EBPOC responsibilities for WAWF.

= Marketing Partner ID Number (MPIN): This is a self-defined access code that will be shared with authorized partner applications (e.g., Past Performance
Information Retrieval System (PPIRS), Federal Technical Data Solutions (FedTeDS) etc.). The MPIN acts as your password in these other systems, and you
should guard it as such. The MPIN must be nine characters and contain at least one alpha character, one number and no spaces or special characters.

Warning

H About six years ago, the CCR and SBA's PRO-Net databases were merged so that small businesses only
need to register their information at one site. While this is good news, there is a downside to it. Many small
1 businesses do not take the time to complete the additional company information required for the SBA
Caution database.

Once a small business completes the basic CCR registration successfully, they are asked if you want to
input additional information into SBA/PRO-Net. If you don't, buyers and others using the "Dynamic Small
Business Search” will not find you and that may cost you business!

Online Representations and Certifications Application (ORCA)

Effective January 1, 2005, the Federal Acquisition Regulation (FAR) requires the use of the Online Representations and Certifications Application (ORCA) in federal solicitations
as a part of the proposal submission process. ORCA is an e-government initiative to replace the paper-based Representations & Certifications (Reps & Certs) process. ORCA is
a web-based system that centralizes and standardizes the collection, storage and viewing of many of the FAR-required representations and certifications previously found in
solicitations. Registration in ORCA is required if the solicitation being responded to requires an active registration in CCR.

You now have the ability to enter and maintain your representation and certification information, at your convenience, via the Internet at the ORCA web site. You will no longer
have to submit representations and certifications completed in ORCA with each offer. Instead, a solicitation will contain a single provision allowing you to either certify that all of
your representations and certifications in ORCA are current, complete and accurate as of the date of your signature, or list any changes. If registrants need help, they can
contact the Procurement Technical Assistance Center (PTAC) (www.dla.mil/db/procurem.htm) closest to them.

In addition, rather than receiving and reviewing paper submissions, government contracting officials can access ORCA and review your information online as a part of the
proposal evaluation process.

ORCA records are considered public information. Anyone with access to the Internet, and knows a registrant's DUNS number, can search the archives to view an ORCA record.
More information can be found in the ORCA Handbook at https://orca.bpn.gov/miscl/ORCA%20Handbook.pdf.

1. Go to www.bpn.gov to obtain the ORCA Handbook

2. Click on "Vendor" listed under Online Representations and Certifications
Application (ORCA)

3. Click on "help" at the top of the page

4. Click on "ORCA Handbook"

Note: Go to Appendix D in the ORCA Handbook to view ORCA letters.
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Firms interested in architect-engineer (A-E) contracts with the federal government also can enter their

- . general qualifications required by Standard Form 330, Part Il, into the ORCA database. Question #26 on
the ORCA questionnaire collects all SF330 information. However, the registrant must answer all the other
fields on the questionnaire, not just #26. In addition, the registrant must answer all the Reps and Certs
information in order to provide any SF330 Part Il information.

Note: For an A-E firm, submission of the SF330 Part Il through ORCA is voluntary.

ORCA Registration Instructions: To register in ORCA, the vendor must have the following: (1) a DUNS Number, (2) a completed registration in CCR, and (3) a Marketing
Partner Identification Number (MPIN) established in an active CCR registration.

The Marketing Personal Identification Number (MPIN) is a 9-digit code containing at least one alpha character and one number (no special characters or spaces). The MPIN is
created by the registrant in their company's CCR registration and acts as a password for various other government systems. The MPIN is the last data field in the "Points of
Contact" section of the registration and is mandatory.
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Once the registrant has registered in CCR and entered their new MPIN, it will take 24 to 48 hours to become active. After that, they can begin their registration in ORCA. For
more information on CCR registration and setting up an MPIN, the customer can go to www.ccr.gov.

Registrants can update or change their Reps and Certs information whenever necessary. Every registrant must update their ORCA and CCR registration at lease once a year to
remain active. The clock will start over from the day of each update.

1. Go the Business Partner Network (BPN) home page at www.bpn.gov.

2. Click on" - Vendor" under "Online Representations and Certifications Applications (ORCA)" on the left margin of the
home page.

Type your DUNS and MPIN into the appropriate fields.

Click on "Login to ORCA."

The first page is pre-populated with company information pulled from your CCR registration. You need to review the
information.

arw

If the information is correct, click on "Update your partially saved information" to complete a new ORCA registration.
If you have a completed registration, and want to update it, click on "Update your completed information."

If the information is not correct, you need to update your CCR registration at www.ccr.gov. Once you have updated your CCR registration, it will take 24 to 48
hours to become active. After that, you can resume your ORCA registration.

Fill in ORCA Primary Contact Information.

Click on "Continue."

Fill in the ORCA Questionnaire. Note: Registrants must answer all questions by filling in the appropriate fields,
and then click "Add" or click the appropriate radio button.

Click on "Continue." Note: If you get the message "Review your questionnaire you are missing information," you
must fill in missing information before you can continue.

Review and certify the Reps and Certs.

Click "Submit Certification" to activate the ORCA record. You will receive email confirmation when registration is
active.

Because ORCA information is public, the database is available for anyone to search. Here are some instructions for doing some good old-fashioned market research:

Go to www.bpn.gov.
Click on "Public" listed under Online Representations and Certifications Application (ORCA).

Type the DUNS Number of the company you researching into the appropriate field.
Click "Search."

PR

Deciphering Government Codes

Anyone who does business with the government can't help but be confused at times by the different types of codes that the government uses to identify, classify and inventory
the products and services that it uses. However, it is important for you to understand the importance and purpose of each type.

u Federal Supply/Service Code

National Stock Number

- SIC and NAICS

Federal Supply/Service Code

The FSC (Federal Supply/Service Code) is a four-digit code used by government buying offices to classify and identify the products, supplies, and services that
the government uses and buys. An understanding of which FSCs apply to your products or services is crucial to finding opportunities. For instance, you will need
to know the FSCs that apply to your products in order to register to do business with the government. And since buying offices have responsibility for specific
products, you can also use your FSCs to identify potential buying offices.

And since government buyers often use the registration databases to identify the companies that can meet their needs for products and services, it is important
that you know all of the FSCs that apply to your company's end products so buyers can find you. Knowing the appropriate FSCs will also help you identify which
buying offices issue contracts for the item.

In addition, you can do marketing research based on the FSC when reviewing the buying forecasts that the buying office issues. All four digits of a product code
are numeric, for example 1015. In this example, 10 designates a weapon item. The second two numbers, 15, identify the size of the weapon item, in this instance,
75mm through 125mm.

Product service codes (PSC) are alpha/numeric, from "A" to "Z," with "I" and "O" not used. Three numbers are added to the alpha to further define what type of
service is needed. For example, in the service code D308, the D3 indicates that the general type of service is Automatic Data Processing and Telecommunication
Services, and the 08 indicates that the specific service is Programming Services. In another example, R608, the R means that the general type of service is
Professional, Administrative and Management Support Services, and the 608 means that the specific service is Translation and Interpreting Services (including
sign language).
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Need help finding the FSC codes that apply to your products and services? The government issues a
manual called the "Product and Services Codes Manual" that lists all the service and product codes. Look
up your end product(s) in the manual and make a note of the code(s). Knowing the codes that apply to
your capabilities will not only help you identify the government buying offices that have a need for your
product or service, but will also help you register and search for bid opportunities.

The Product and Services Codes Manual is free. Just call the Federal Procurement Data Center at 703-
773-4810 to request a copy.

You may also search for applicable FSC codes by keyword on the Internet at the Defense Logistics
Information Service web site.

National Stock Number

The NSN (National Stock Number) is the 13-digit number that the federal government assigns, for purposes of identification and inventory control, to every piece of supply,
equipment and material that it uses and buys. You can think of the NSNs as a federal cataloging system based on the concept of one NSN for any one item and one single item
manager for each particular class of product. (Note that, because services are not inventoried, services don't fit this model. For services, only the first four digits are used. See
the discussion of FSCs, above.)

In a typical NSN, for example, 4720-00-101-9817, the first four numbers are the Federal Supply Code (FSC), which places the item in a specific category. In this example, 4720
is Pipe, Tubing, Hose, and Fittings because it starts with 47. The second two numbers, 20, identify the item as Hose and Flexible Tubing, which includes air duct, metallic,
nonmetallic, and textile fiber hoses and their assemblies, etc. The next two numbers, in our example, 00, identify the country that buys the item; 00 or 01 is the code for the U.S.
The remaining numbers of the NSN, 101-9817, are referred to as the National Item Identification Number (NIIN) and are used to index NSNs.

How does all of this help you? Understanding the NSN, while at first somewhat of a challenge, is one of the keys that will open up some doors of opportunity for you. The NSN
classification system helps to identify the offices and agencies that have control over the item and/or buy that item. Remember, for this to be useful, you must know the complete
NSN.

If you know the NSN, searching on the NIIN can assist you in finding previous buying trends, previous supplies, and procurement history. Also, if the NSN "gets lost," you can
sometimes use the NIIN to locate where it was reassigned since the NIIN tends to remain with an item over time.

You can do an Internet search based on NSNs at the Defense Supply Center's web site.

NAICS and SIC

The NAICS (North American Industry Classification System) and the SIC (Standard Industrial Class) codes identify products and services by type of industry and are used by
the government to evaluate economic performance. The NAICS codes, which replaced the SICs in October 2000 as the codes the government uses to classify businesses and
industries, were developed jointly by the U.S., Canada, and Mexico to provide new comparability in statistics about business activity across North America.

You will need to know the NAICS codes that apply to your business in order to register with the government. You should also be able to identify all the NAICS and SIC codes
that apply to your capabilities in order to help ensure your chances of success in doing business with the government. For example, government buyers looking for contractors
use the codes of the products and services they wish to buy when searching for businesses profiled on the CCR and Pro-Net systems.

You can access the NAICS/SIC manual at the Small Business Administration's web site (http://www.sba.gov). Or you can search for your products and services by keyword at
the NAICS web site.

Although NAICS codes are now the official codes being used by the government, SIC codes may continue to be used by some agencies for some time during the transition.

Solicitation Numbers

The Solicitation Number for a specific bid opportunity is a wonderful source of information that can help you identify a procurement office. Using the Defense Logistics Agency
(DLA) buying centers, let's look at what the number means and the type of contract that is contemplated.

Sample Solicitation Number: SPO450-05-Q-1234

SPO0450 is the alpha/numeric identifying the buying office that issued the solicitation as the Defense Supply Center Richmond. DLA has used the facility location to designate
which center is the buying office (i.e., DSCC is in Columbus, Ohio; DSCP is in Philadelphia; and DSCR is located in Richmond, Va.). Here are the alpha/numeric designations
for the three centers, note that Philadelphia has four major commodity areas:

SPO100 - DSCP (Philadelphia) - Clothing and Textile

SP0O200 - DSCP (Philadelphia) - Medical

SPO300 - DSCP (Philadelphia) - Subsistence

SP0O400 - DSCR (Richmond) - Industrial and aerospace equipment and supplies, misc.

SPO500 - DSCP (Philadelphia) - General and Industrial

SPO700 - DSCC (Columbus) - Electronics

Sometimes you will see that the last two digits of the six-digit number are different, as in our sample solicitation number: the DSCR identification is SPO450, not SPO400. This
indicates that the solicitation comes from the same buying office, DSCR, but a different commodity area within that buying office.
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The next two digits (character position seven and eight) designate the fiscal year that the solicitation was issued, so 05 is 2005, 02 was 2002, 03 was 2003, etc.

The next digit (in the ninth location) is an alpha character that identifies the type of solicitation and contract. This is important. In our sample solicitation number, that letter is a
"Q," SPO450-05-Q-1234. Here are the explanations for the various letters that are used:

- T - - Indicates that the item meets the criteria for award by computer. The computer will determine what terms would apply and attempts to award the solicitation two days
after the closing under the PACE (Procurement Automated Contract Evaluation) System. The value of these awards is usually below $2,500 and just for fun, no human is
involved.

- Q - - Represents a solicitation generally more complex then a T bid. It might have a higher level of inspection, restricted drawing, first article or long-term contract terms. A
"buyer" is involved who can answer questions, review/evaluate offers and award contracts. An offeror can submit quotes up to the point of award.

= U - - Signifies a manual bid, similar to a Q, but designated as a PACE award candidate by the buyer. The terms and conditions of PACE will apply; the same as for T bid
solicitations.

- X - - Belongs to an express quote or award. It is usually issued orally by the buyer because of the need for quick award, therefore, time is shortened by a few days and the
purchase is not posted on the Procurement Gateway. The buyer will usually only go to known sources and the value will be under $25,000.

= R - - Identifies a large buy solicitation over $100,000 through negotiated procurement. Offers must be mailed in on the original solicitation format and must be received
prior to the closing date of the bid. These bids are posted on FedBizOpps. If you're late on these, you're out of luck.

n

B - - Reveals that the solicitation is "Invitation for Bid" or "Sealed Bid," which are less frequently used. The requirements are clear and the technical data complete. All
offers received are opened at a public meeting at a specific time and date. The apparent low offeror is known by the conclusion of the opening.

The last series of numbers, 1234, in our sample solicitation number are nothing more than a sequential number series in a log that keeps track of the number of solicitations
issued.

Find Bid Leads

OK, let's get down to the nitty gritty. How do you go about finding leads on all those millions of contracts that the federal government awards each year? We discuss several
ways:

Monitor FedBizOpps
Get included on Solicitation Mailing Lists
Search SUB-Net

Use Electronic Bulletin Boards

Check agency bid boards

Submit an unsolicited proposal

Get registered on gualification lists

Monitor FedBizOpps

One way to find bid leads is through FedBizOpps (http://www.fbo.gov), the official web site listing of all federal government contracting opportunities and awards over $25,000.
Federal agencies are required by law to post their contracting opportunities over $25,000 here.

Through this single point of entry, government buyers can post bids soliciting the products and services they need directly to FedBizOpps via the Internet, while commercial
vendors seeking to sell their products and services to the government can search, monitor, and retrieve these bids.

Work Smart

The FedBizOpps system includes an e-mail notification service that lets companies looking for government
business fill out a subscription form in order to receive e-mail notification of new bids that match the criteria
they have selected. Companies can specify the agency, buying office, location, supply or service codes,
etc. that they are interested in.

While the General Services Administration (GSA) is responsible for the operation and maintenance of the system, the content of the notices is the sole responsibility of the
agency that has issued the notice.

All federal procurement offices are required to announce in FedBizOpps virtually all proposed procurement actions over $25,000. Government agencies are also required to
publish information on subcontracting opportunities, including the names and addresses of firms awarded contracts over $25,000 that are likely to result in subcontracts.

There are exceptions to the notice requirements. For example, FedBizOpps usually does not list procurement notices when the supplies or services are classified or are
required immediately due to an emergency.

Many procurement announcements are reserved for, or "set aside," for small businesses, minority-owned businesses, women-owned firms, and veteran-owned businesses and
they are listed as such.

FedBizOpps postings cover both services and supplies that the federal government wants to purchase, plus the information you need to make an informed offer, including:

= the specific service or product wanted
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the buying agency

the due date for offers

the phone number of the agency contact

the addresses for obtaining complete specifications

links to related sites

Think of FedBizOpps as a classified ad section for the government. Since FedBizOpps is updated every business day with new notices, it is to your advantage to look for new
"ads" everyday, just like you would in a newspaper. You don't want to miss a new opportunity.

Warning

H One of the common misconceptions that some small business owners have about FedBizOpps is that it
posts every buying opportunity that the government has.

Caution

However, nothing could be further from the truth. Remember that the only bids listed on FedBizOpps are
those for $25,000 or more, and those account for only a small fraction of the total amount of bids that the
government puts out.

To find bids in all ranges, consider registering with a PTAC or a commercial bid service.

Get to Know FedBizOpps

While the government continues to enhance the capabilities of FedBizOpps and to make it easier and faster to use, finding your way around the site can be tricky and
sometimes confusing.

The official manual explaining and illustrating the system can be found at the FedBizOpps Vendors Guide index page. You can view the manual onscreen or download it from
that site. Make sure you go over the entire manual carefully and check each web page, as you go, so that you know where you are and what you are looking at.

It may take some time and effort to get to really know the FedBizOpps system, but it is worth it in the long run. The site contains lots of useful information, including synopses of
government solicitations for products or services, actual solicitations, Requests for Proposals and Quotations, sources being sought, market surveys for government planning
purposes, amendments/modifications, and award notices.

The search system has many useful options, allowing you to refine your searches, with just a click of your mouse, to a particular date range, classification code, place of
performance, agency, etc. Once again, the time you spend trying out and learning about the search features will be time well spent.

Remember that finding what you need on any search system is always easier if you feed it "good" keywords--in the case of FedBizOpps, words that describe the
products/services that you provide (or are capable of providing) and the correct product/service codes. If you find that your searches and/or the e-mail notification service are not
retrieving bids that relate to the types of products and/or services your company provides, don't just give up. Go in and change your search criteria, trying different keywords and
product/service codes.

If you are looking for subcontracting work, try searching FedBizOpps for awards. Use criteria similar to what you would use when searching for prime contracting opportunities.
You can find out the award winner, dollar amount and point of contact. You then can search CCR for more details about the company receiving the award. This is a great
marketing tool.

Warning

U The look and functionality of the FedBizOpps site can change without notice, so it's in your best interest to
keep up with any enhancements or changes in how the site works, what information you have to provide,
etc.

Caution

The "Find Business Opportunities” page on FedBizOpps allows searching by many different categories,
including award number, date, zip code, set-aside code, procurement classification, NAICS, and federal
agency.

Online bidding through FedBizOpps is becoming more commonplace. Soon it will be considered "regular
business" to use FedBizOpps to complete your bid information, fill in your prices, and send in your offer to
the buying location by simply clicking on the "Submit" button. (This feature first began to appear on some
Requests for Quotes.) Bids are usually reviewed in the order in which they are received. If you are the
successful bidder, you will be notified.

Classification Codes

Notices of contract opportunities that appear in FedBizOpps are arranged by Federal Supply Groups (FSG). These classification codes are divided into two groups:

= service and product codes (alpha or alpha/numeric)
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= supplies, equipment, and material codes (numeric)

While the General Services Administration (GSA) is responsible for the operation and maintenance of FedBizOpps, it is the contracting officer, not GSA, who determines the
appropriate classification code for a particular notice. Therefore, the contracting officer is the one held responsible if a notice of a contract is misclassified and, as a result, fails
to effectively notify the firms most likely to respond.

To search for opportunities using classification codes, go to the FedBizOpps website and click the "go" button next to "Find Business Opportunity" on the home page. Scroll
down to "Search by Procurement Classification Code" where you will find a list of codes. Scroll through the list and highlight the code of interest to you. Scroll to the bottom of
page and click the "Start Search" button. This will bring up a listing of leads.

There are two manuals available that can give you information to better identify your areas of interest. The Federal Supply Classification Cataloging Handbook and Handbook
H2 can both be found by going to WinGov.com and clicking on the Forms That You Need.

Numbered Notes

When you read a posted notice in FedBizOpps, you will often see references to numbered notes within the text. (For example, you may see such phrases as "Notes 12 and 26
apply" or "See Note(s) 22 and 23.")

The purpose of these numbered notes, which are similar to footnotes, is to avoid the unnecessary repetition of information in various announcements. Whenever a numbered
note is included in a notice, the note referred to must be read as part of the item or section in which it appears.

Among the Business Tools is allisting of the Numbered Notes used by the federal government to abbreviate
contract postings. The file is in rich text format (RTF) that is suitable for use with most word processing
e programs used in the Windows environment.

Tools toUse

Potential Sources Sought

You can use FedBizOpps to find special advance notices of procurement opportunities by searching for "potential sources sought” in the system. At the FedBizOpps home
page, click "go," scroll down to "Full Text Search" and enter the search term: potential sources sought. Scroll down and click the Start Search button to get the list.

These synopses provide you with an opportunity to submit information that will permit your capabilities to be evaluated while allowing the government to gauge interest in
possible contracts. Responding is very important if a particular community (e.g., small businesses, minority-owned small businesses, women-owned small businesses, or
historically black colleges and universities/minority institutions, etc.) desires a set-aside. The decision to set a project aside is often made on the basis of responses received to
these Potential Sources Sought synopses.

If you want to be on the ground floor of a buy, this is the place to start. More and more government buyers are using "sources sought" to find qualified pre-bidders or to pre-
qualify bidders for a project. It saves them lots of time.

Some contractors view this effort as a waste of time, preferring to concentrate on actual live leads. But you would be surprised at the amount of contracting that is secured this
early in the process.

Business News

You can also use FedBizOpps to find out about important upcoming meetings and conferences dealing with federal procurement activities, including pre-proposal and bidders'
conferences. These meetings are great places to market your capabilities, identify the competition, and structure potential teaming arrangements.

At the FedBizOpps home page, click "go," scroll down to "Full Text Search," and enter the search term: special notice. Scroll down and click the Start Search button at the
bottom of the page. Check the "Title" area to locate the notices of interest.

Work Smart

= Remember as you look through synopses in FedBizOpps that each one identifies a buying office and a
personal contact. What a great marketing tool! If the item or service isn't exactly what you sell, you still
have a contact to call to learn more about the buyer's needs.

Get Included on Solicitation Mailing Lists

Another way of receiving bid leads is to get your company included on the Solicitation Mailing List (SML) of the specific buying offices likely to have a need for your product or
service. The SML database lists the capabilities of businesses interested in selling to the government, and thus enables a buying office to find potential sources to meet its
needs for products and services.
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Recently, we've learned that some offices dealing with actions under $25,000 will still use the Standard Form 129, "Solicitation Mailing List," because many are not yet
automated. So make sure you ask them if they still use the SF 129. With the federal government quickly moving into e-business processes, this method of finding bid leads will,
most likely, eventually go away.

Once again, using the target list of prospective customers that you put together, make an effort to contact them. Be sure to contact the small business specialist at each agency
to make sure you do what is necessary to be listed on the appropriate SML.

When the SML is extremely long, the purchasing agency may use only a portion of it for a particular acquisition and rotate the other segments of the list for other acquisitions. In
such situations, the regulations require that a prorated number of small businesses be solicited.

Work Smart

Contracting for architect-engineering (A-E) and construction services follows a special procedure and does
not use SMLs. For government contracts, A-E firms are selected on the basis of the professional
qualifications necessary to perform the required services satisfactorily. Construction companies are
selected in a similar manner. Firms interested in such work should file Standard Form 330, "Architect-
Engineer Qualifications" (attainable from any federal government buying office or PTAC), with the agency
responsible for the geographic area(s) or specialized area of construction in which the firm desires to work.

You can get SF 330 by going to www.gsa.gov. Use the drop-down menu under "About GSA" and click on
"Forms." Change the default to "Standard Forms" and then look for SF 330. Or you can go to the business
tools area of this site for the latest downloads.

Remember that sometimes there is a geographical limit on who will be considered for an award.

Among the Business Tools are Standard Form 330 and Standard Form 129. They are in Adobe Portable
Document Format (.pdf), and you will need the free Acrobat Reader to view and print the file.

Tools toUse

Search SUB-Net

SUB-Net is a part of the Small Business Administration web site on which large businesses, government agencies, and other prime contractors post solicitations and bid
opportunities.

This is a good place for small businesses to search and view bid opportunities. Small businesses may also register in this area to post a bid opportunity, but only if they are
seeking teaming partners or subcontractors for a specific procurement that they would not be able to perform alone.

To access SUB-Net, click on http://www.sba.gov/GClindexcontacts-sbsd.html.

When searching, again remember to think like the government. Choose search terms that have to do with your end products, not your process.

Use Electronic Bulletin Boards

The Departments of the Army, Navy and Air Force, as well as various other Department of Defense (DoD) organizations and agencies, use electronic bulletin boards (EBBs) to
inform the public about contracting opportunities, provide details of government solicitations, and respond to questions about solicitations. EBBs also permit electronic
submission of bids and proposals.

Unfortunately, to use EBBs, you will have to register at each particular site. So bear with the redundancy for now. As the government gets the Central Contractor Registration
(CCR) running up to speed, the need to register again and again hopefully will fade. (Note: For now, you will need your tax ID, DUNS and CAGE numbers, as well as other
information to register at DoD sites.)

In a typical bulletin board, the government posts a Request for Quote. Interested businesses can submit standard paper quotes or, in some cases, electronic quotes for the
buyer to review. Most of the remaining documentation is still on paper. When this book went to press, there were still some agencies that were using electronic bulletin boards,
but except for smaller buying offices, we believe that they will eventually become a thing of the past and will be replaced with an Internet version.

Example

The EBB was the original system for transmitting information via computer and modem connecting to a
special network through the use of telephone lines. The use of EBBs was largely the result of the Federal
% Acquisition Streamlining Act of 1994, which required the government to convert from an acquisition
Examnle process driven by paperwork to an expedited process based on electronic data interchange (EDI).
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Check Agency Bid Boards

Bid boards, while still used by some buying agencies to post bid opportunities, are becoming a thing of the past, as the Internet becomes more a part of business life.

In the "old days," every DoD buying office maintained, in a public place, a bid board on which it displayed a copy of each small purchase solicitation it issued for contracts
valued at less than $25,000. Every notice was posted on the bid board for seven calendar days. If it was impractical to post a copy of the entire solicitation, the bid board notice
offered a brief description and the location of the full text version.

There are still agencies that use bid boards, and you can hire an individual in the area to visit the bid board and monitor it for you. That individual can either send you everything
on the board or pick and choose for you. At one time, we had twelve of these prospectors getting bids for our clients. It worked, but was expensive and time-consuming.

The more enterprising contractor will also check out the agency's web site, to see what they buy and who they sell to. This will help narrow your focus when it comes time to find
actual bid leads from individual agencies.

Submit an Unsolicited Proposal

Sometimes you can create your own contracting opportunities by submitting an unsolicited proposal. Such a proposal is a written offer to the government to perform a task or
effort that you initiate. To be considered, an unsolicited proposal must offer a unique and innovative concept to the government. You can learn about an agency's research and
development (R) needs from advance notices on www.fedbizopps.gov and from informal contacts with agency personnel.

The FAR provides general guidance for submitting an unsolicited proposal. The proposal should contain an abstract of the proposed effort, the method of approach, and the
extent of the effort. It should also include a proposed price or estimated cost. You should clearly mark any proprietary data you wish to protect from possible release to others.

These regulations allow the government to use other-than-competitive procurement procedures when they receive a favorably evaluated unsolicited proposal. They also require
that the prospective contractors be notified of government's intentions regarding the proposal.

If you're not sure what specific buying office might be really interested in the item or service, then send it to the headquarters operation in Washington, D.C. For example, for the
Department of Army, instead of sending a proposal to the electronics command, send it to headquarters, U.S. Army in Washington. For the civilian side, it would be similar. For
example, instead of sending a proposal to the Chicago regional area of the FAA, send it to FAA Operations in Washington, D.C.

Remember you are sending in a proposal that is supposed to help the government agency accomplish its mission. They want a well thought-out and clear description of what
you are proposing as a solution.

Get Registered on Qualification Lists

A less common way to receive bid leads is by getting registered on a qualified product list (QPL), a qualified manufacturers list (QML), or a qualified bidders list. Qualification
lists are used only for products that require lengthy or costly testing to determine whether they meet the government's requirements. The lists identify the specifications and the
manufacturers or distributors of each qualified item. When the government wishes to procure a product for which a qualification list exists, bids or proposals are usually
accepted only for specific products or from companies on the list.

To have your product or your company included on a qualification list, contact the small business specialist responsible for qualification at the buying office identified in the
product specification.

If all else fails, you can always get help from a bid-matching service or your local PTAC office.

Sign Up with SBAExchange
The SBAExchange initiative has been put on hold. Any business that had signed up for it should have been notified and fees paid should have been refunded.

If you have questions concerning this program, contact SBAExchange Program Manager Carol Thompson at (202) 205-6118 or email her at

carol.thompson@sba.gov.
Following is a description of the suspended program and how it works:

The newest opportunity for you to market your company's products and services to the government is SBAExchange, an electronic tool created by the SBA to assist small
businesses in their e-procurement efforts. Under SBAExchange, government buyers can award simplified acquisitions up to $100,000 (including micro-purchases) and make
purchases and payments electronically with the government-wide commercial purchase card. In addition, small businesses can participate, with little or no technical expertise or
equipment investment, in an e-procurement system.

Work Smart

Remember that purchases of between $2,500 and $100,000 are, by statute, reserved for small
businesses. Therefore, all purchases made through SBAExchange will be made from small businesses.
(SBAExchange will also allow agencies to make purchases implementing the Javits-Wagner-O'Day Act
under the rules of the Committee for Purchase from People Who Are Blind or Severely Disabled.)

Also keep in mind that purchases under $100,000 account for 98 percent of all federal purchases.
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Small businesses that decide to participate in SBAExchange receive a number of benefits, including a fully hosted, supplier branded, e-commerce web site; exposure to federal
buying authorities, large federal prime contractors, and other large buying officials; an electronic catalog; a centralized order management system for receiving and processing
Internet-based orders from federal, state, local, and commercial buying authorities; a management system for tracking new business and for creating and submitting quotes; and
assistance in managing their new site.

Agencies also receive a number of benefits, including credit toward small business goals, access to socioeconomic data and demographic reports, and a tool for monitoring
agency and individual staff small business goals and objectives.

The cost for small businesses to participate in SBAExchange is $1500 per year. Additionally, a transaction fee of 2 percent will be added to all orders. Instructions regarding
payment arrangements and discounts can be found at www.SBAExchange.gov.

Warning
\\_ In order to participate as a small business vendor on SBAExchange, you have to be enrolled in the Central

Contractor Reqgistration
Caution

SBAExchange differs from other electronic commerce programs and malls in that there is no requirement for small businesses to have a contract with the government in order
for government buyers to buy from these firms. For example, GSA Advantage! is an electronic mall of catalogs for pre-existing contracts with GSA.

The SBA kicked off this program on March 30, 2003, but suspended it some three months later.

For more information on SBAExchange, simply follow the step-by-step instructions available at the web site www.SBAExchange.gov.
Get the Bid Package

Once you have found a bid that you are interested in, the next step is to get the bid package (it is also sometimes referred to as a solicitation package). Getting the bid package
is often as easy as downloading it off the Internet.

For more on the contents of bid packages, see these topics:

Getting the Specifics
Contracts and Pricing Arrangements

Special Bidding Techniques

Buying Offices' Terminolog

Getting the Specifics

To get the package, you can do one of the following:

Contact the buyer and request the bid package. The buyer's name, address, phone number, and e-mail address are listed on the bid notice. When you request the bid
package, also ask for any amendments that might have been issued.

Locate the web page address in the bid notice and download the bid package off the Internet. A word of caution: Before you start downloading, double-check the number
of the bid contract you have selected for download to make sure it's the right one. (The solicitation number will be something like: DAA123-00-R-1234. Or it may say: SOL:
or SOL Number.) Proceed carefully; all of the numbers sometimes start to look the same.

Contracts and Pricing Arrangements

When requesting a bid package, you need to be familiar with the types of contracts, or pricing arrangements, that the government uses in buying a product or service. The type
of contract used is determined by the circumstances of the acquisition and the extent to which the government wishes to accept the cost risks. The contract type used will have
an important effect on the way you price out the contract. These pricing arrangements reflect the risk involved in contract performance.

There are three basic categories of contracts:

fixed-price
cost-reimbursement

special situation
Fixed-Price Contracts

These are the types of contracts that small businesses will, for the most part, be dealing with. Under the fixed-price arrangement, the final price is basically determined before
the work is performed. There are various types of fixed-price contracts:
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Firm fixed-price: The price is not subject to adjustment. The contractor is obligated to perform the contract at the awarded price and accepts 100 percent of the profit or
loss of performing the contract within that price. (See FAR 16.202)

= Fixed-price with economic price adjustment: The price may be adjusted upward or downward based upon the occurrence of contractually specified economic
contingencies that are clearly outside the contractor's control. (See FAR 16.203)

- Fixed-price incentive: The profit is adjusted and the final price is established by a formula based on the relationship of the final negotiated cost to the target cost. (See
FAR 16.204)

u

Firm fixed-price, level-of-effort: A fixed price is established for a specified level of effort over a stated time frame. If the level varies beyond specified thresholds, the
price may be adjusted. (See FAR 16.207)

Cost-Reimbursement Contracts

Cost-reimbursement contracts provide for the final price to be determined either when the work is finished or at some interim point during contract performance. If a contract is
cost-reimbursable, the contractor can legally stop work when all contract funds are spent. Thus, the cost risk is essentially shifted to the government. There are various types of
cost-reimbursement contracts:

- Cost: Reimbursement consists of allowable cost; there is no fee provision. (See FAR 16.302)

= Cost-sharing: An agreed portion of allowable cost is reimbursed. (See FAR 16.303)

= Cost-plus-fixed-fee: Reimbursement is based on allowable cost plus a fixed fee. (See FAR 16.306)

- Cost-plus-incentive-fee: Reimbursement consists of allowable cost incurred and a fee adjusted by a formula based on the relationship of the allowable cost to the target
cost.(See FAR 16.304)

u

Cost-plus-award fee: Reimbursement consists of allowable cost incurred and a two-part fee (a fixed amount and an award amount based on an evaluation of the quality
of contract performance). (See FAR 16.305)

Special Situation Contracts

There are also special types of contracts, including:

Time and material: Direct labor hours expended are reimbursed at fixed hourly rates, which usually include direct labor costs, indirect expenses and profit. Material costs
are reimbursed at actual cost plus a handling charge, if applicable. (See FAR 16.601)

Labor hour: Direct labor hours expended are reimbursed at a fixed hourly rate, usually including all cost and profit. (See FAR 16.602)
Definite-quantity: The contract quantity is defined, but the delivery schedule is flexible. Payment is made on some form of fixed-price basis. (See FAR 16.502)

Requirements: Actual delivery schedules and quantities are flexible during the contract period. Payment is based on a predetermined fixed-price basis. (See FAR 16.503)

Special Bidding Techniques

There are two new bidding techniques that the government is using that the small business needs to be aware of:

Auction -- A government buying technique where the bidding continues until no competitor is willing to submit a better (i.e., lower) bid. The technique is often referred to
as "reverse auction" because the government is looking for the lowest price, not the highest price.

Bundling -- A technique where the government consolidates two or more requirements that were normally bought separately into a single contract. The support contracts
of many military bases, which require a variety of work disciplines to keep the base operating, are being bid this way.

Both can present potential problems for small businesses.

If you decide to compete for a bid using the auction method, you need to spend time and effort researching and preparing so that you are sure that you can do what is required
at the price you offer. You also need to protect yourself from the auction mentality that can take over. This is a fast-pace environment, and it is easy to get caught up in the
moment. In an effort to win, you could end up bidding too low, receiving the contract, and not being able to cover your costs.

In bundling, there may be requirements included in the solicitation that cover areas that a small business cannot perform or manage. If you are considering making a bid, make
sure you carefully read every provision of the bid to make sure you have the capability to perform all that is required, including project management.

A word to the wise: Be very cautious if you choose to participate in these bidding techniques.
Buying Offices' Terminology

The following information is from the Defense Supply Center Richmond, illustrating procurement processes at a DoD buying office. DSCR is part of the larger DoD buying
organization, and if you understand better what DSCR is doing, you will be better prepared to work with the other Supply Centers and federal buying offices.

DSCR, like many other buying offices, issues many long-term contracts. These contracts are more than just fixed-price, fixed-quantity awards. Generally, they contain a range of
annual estimated quantities, a separate ordering quantity and a small guaranteed quantity. These quantities will be utilized over a period of a year or years with option terms.
For long-term contracts over $100,000, the most common type is referred to as an Indefinite Quantity Contract (IQC). Long-term contracts under $100,000 are identified as
Indefinite Delivery Purchase Orders (IDPOSs).

- Indefinite Quantity Contract (IQC): An IQC is a contract issued for an estimated but indefinite quantity of supply to be ordered via delivery orders during a specified

period of contract performance. This is the government's preferred method of long-term contracting. Total value of an IQC, including all option years, is anticipated to
exceed $100,000. The limitation of the contract is based on the maximum estimated annual demand quantity for each contract period. Typically, contracts are issued with



a base year and up to four option years. Each option year must be exercised via a modification to make the option effective. The determination to exercise the option is
made solely by the government.

Indefinite Delivery Purchase Order (IDPO): An IDPO is a purchase order (not a contract) issued for an estimated but indefinite quantity of supply to be ordered via
delivery orders during a specified period of contract performance. Like the indefinite quantity contract, it sets minimum and maximum delivery order sizes and an estimated
annual demand. Its term is based on the maximum contract value of $100,000. The contract expires whenever the threshold of $100,000 is attained, with a maximum of 5
years allowed.

Long-Term Contract Clauses

If you hope to compete for a long-term contract, there are a number of features that are unique to these kinds of arrangements. Be sure you understand these various elements
before committing yourself to a project.

Guaranteed Minimum: This is the minimum quantity the government agrees to buy during the contract period. The government is not obligated to buy any quantity
beyond the guaranteed minimum quantity and may, if justified, buy elsewhere after that quantity has been procured (though that is not the intent and is not a common
occurrence). The guaranteed minimum provides a vendor assurance of some sales and delineates where vendor risk in pricing begins.

Estimated Annual Demand/Quantity: This spells out the actual quantity the government estimates that it will order during the contract period. Estimates are based on
prior demand history but not assured. A check with contract history will reflect the consistency pattern of prior demand history.

Contract Maximum Quantity: This is the maximum cumulative quantity the government can procure during the period of contract performance. If a contract period runs
from January to December and in September the full quantity is reached, no further orders will be issued until the new contract period (option) is exercised.

Minimum Order Quantity: This shows the minimum quantity that will be ordered at one time in a delivery order. It is usually based on average demand quantity ordered
by requisitions. Consideration of this quantity is critical in pricing and considering the size of a production run.

Maximum Order Quantity: This sets the maximum quantity that will be ordered at one time in a delivery order. The Government may order a larger quantity but vendors
have the right to decline the order or request a modification to the delivery schedule to meet the increased demand. At no time can the order quantity exceed the
(accumulated) maximum contract quantity.

Flexible Option: This clause allows the government to exercise an option earlier than the expiration of the contract term. If a contract covers a period from January to
December, and the full contract quantity is utilized in September, the contracting officer will not have to wait until December to exercise the option. With the flexible option,
the option can be exercised in September and the new contract period would then run from September to August of the next year. While this process may shorten the
ultimate contract period, the quantities are not altered and both vendor and government are unharmed by the action.

Paperless Order Processing System (POPS): This requires the use of special software and a Value Added Network (VAN) when electronically sending delivery orders
via Electronic Data Interchange (EDI). Failure to comply with POPS during award performance may result in a termination for default. While a vendor does not need to
have the system in place at the time of solicitation, it must be in place within 30 days after award. Your local PTAC can help you identify potential VANs.

There also are other options to consider such as:

L blanket purchase agreements
surge requirements
[ ]

market baskets
Blanket Purchase Agreements

Some buying offices refer to "purchase agreements," which are pre-arranged agreements signed prior to doing business with the agency. DSCR requires no such agreements,
only that you are registered on the CCR. These purchase agreements are often confused with Blanket Purchase Agreements.

DSCR does have a Blanket Purchase Agreement (BPA) program, which is utilized to make awards below $25,000 (See FAR 13.303 and FAR 16.7). A Blanket Purchase
Agreement is a negotiated set of terms under which awards can be made. Once in the BPA program, vendors compete for solicitations, with delivery orders issued against the
terms of the BPA. These agreements have a number of features:

- A wide variety of items in a broad class of supplies or services are generally purchased, but the exact items, quantities, and delivery requirements are not known in
advance and may vary considerably.

= Commercial sources of supplies are needed for one or more offices or projects in a given area that do not have or need authority to purchase otherwise.
Numerous purchase orders do not need to be written.

[]

No current contract exists for the required supply or service.

If you want to be considered as a supplier under the BPA program, you are evaluated on these criteria:

A dependable past performance

A history of quality services and supplies at lower prices

Numerous purchases have been provided at or below the simplified acquisition threshold

A letter certifying status as an authorized distributor for a manufacturer

Access to electronic commerce/electronic data interchange capability (EDI Standard ANSI X12)

Solicitations issued under the BPA system will have a "Z" in the ninth position of the solicitation number. Award numbers will contain an AA or AB in the ninth position of the
basic agreement. Once the BPA number is issued, it will remain in effect until the vendor requests removal of the BPA. The BPA award number is automatically updated every
year with a new fiscal year in the seventh and eighth position. No formal notice is sent to confirm this.
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Surge Requirements

In order to cover emergency situations, many DoD long-term contracts now specify surge quantities. Surge requirements are excess requirements (above the basic quantity)
that must be available with an accelerated delivery. These would typically be utilized during times of war or unforeseen surges in demand. Vendors must be capable of
supplying any normal contract quantities at the same time as any surge requirement.

Surge items are listed as a separate line item, allowing vendors to reflect a premium price (if justified) to compensate for any overtime shifts, stock rotations/storage, equipment,
shipping costs required to supply the surge quantity. The government determines the quantity and delivery desired for the surge requirements. The vendor provides the price
necessary to meet the demand.

Due to the critical nature of availability, vendors are generally asked to provide the government with a surge and sustainability plan that details how the vendor will meet the
requirements (See DFARS 217.208-70 and DFARS 252.217-7001). Look for the surge clause in section | of the solicitation.

Marketbaskets

Marketbaskets are long-term contracts for large groupings of multiple items with National Stock Numbers (NSN) that are lumped together based on manufacturing processes.
Due to the variety and size of these buys, they are evaluated on a line-item basis, enabling a vendor to respond to one, few or all of the items needed. Most of these buys
contain competitive item descriptions and are solicited as some type of set-aside (SB, HUBZone or 8(a)).

Vendors interested in these buys must be careful to consider the volume of items they quote, the impact on their production lines, the ability to meet delivery of multiple items at
the same time, the impact of surge requirements as well as the normal impact of packaging and delivery order requirements. Careful attention must be paid to detail in the
solicitation. Marketbaskets are highlighted on the DSCR Business Opportunities page, under Corporate Contracting/Special Acquisitions and Small Business Acquisitions.

Hopefully this has provided you with a better understanding of the variety of contract situations the government uses to assure its needs are met.

Review the Bid
Here is where you get to look at your first bid package. And here is where we let you in on the secret to winning and making a profit on the contract you are bidding on:
Read the bid. Then read it again. And after you think you're finished, read it again.

Why is this so important? In most cases, when you submit your bid, all you have to do is fill in some of the blanks on the forms contained in the package and send the package
back to the government. But here's the catch: Even though the government itself generated and provided the package, when you send it back to the government, it becomes
your offer, and the government will look at it as if you had put the entire package together yourself and as if they had never seen it before.

Example

A small safety equipment company had been doing government work for the military and doing quite well
at it. When the owner died unexpectedly, the owner's widow and son continued running the business.

£ Later, they received a bid package for a stretcher for the Navy, and since this was an item that they
Example  supplied, they submitted a bid and won the small dollar purchase order.

When the inspector came out to check the stretchers before shipment, the owners discovered that they
had made a very serious error. The requirement in the contract called for more than a stretcher, it also
called for the stretcher to be enclosed in a hanging unit for use on the wall of a ship, a requirement that
they had missed because they didn't read the bid carefully. And since their bid reflected the cost of the
stretcher, not the added cost of the hanging unit, completion of the contract at the price quoted would have
broken their company.

We recommended that they try to plead their case to the commander at the buying office and ask to be let
out of the contract. Luckily for them, the commander must have been having a good day and canceled the
contract: a very rare occurrence for the government.

So, not reading the bid carefully could have cost the owners their business. They were lucky, but you may
not be if you fail to carefully review the contract.

Therefore, you need to understand what's in the bid package because it is more than a solicitation for a bid; if and when the government signs it, it is also your binding contract.
That means that you must carefully check out all portions of the contract, not just the description and specification portion. That also means that you can't just gloss over parts
that you do not completely understand: You need to take notes as you go so you can address those parts later on.

The package contains all the information you need in order to bid intelligently. All you need to do is read it.

For more information, see these topics:

Types of Bid Solicitations
How to Read a Typical Bid
Read the Fine Print, Twice!
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Types of Bids/Solicitations

Solicitation packages usually range anywhere from 10 to 50 or more pages, depending on dollar value, the Statement of Work and other requirements. They will include clauses
and instructions and other information that will tell you the who, what, where and how of the contract.

The first six positions of a solicitation number (e.g., DAA123-00-R-1234) identify the department or agency issuing the document, the next two positions (e.g., 00) are the last
two digits of the fiscal year issued, and the single alpha character (e.g., R) identifies the type of solicitation. For example, B = Invitation for Bid, P = Purchase Order, C =
Contract, Q = Request for Quote, R = Request for Proposal, etc. The last four positions identify the sequential order for a particular solicitation.

Fiscal Year

DAAIZID0-R-1234

I

Burying Office Salicitation (rde r Number
Type

Bids with an alpha of Q or T are for requirements under $100,000. Usually T bids do not have technical data packages included with them, so if you want to bid on them you are
looking at reverse engineering a product or trying to go to the original manufacturer and getting the technical data from them . . . lot's of luck!

Note: There is a new character, Z, which is used by at least two agencies for special evaluation and approval. You must first receive approval from and, in most cases, the local
DCMO which will visit you and see if you are a "regular” dealer/manufacturer in the goods you are trying to sell to the government. These types of contracts will most likely result
in using Electronic Data Interchange as a condition of the contract. So if you see a "Z" bid, be aware that it is a special contract where you will be expected to have your EDI up
and running.

The bid package you receive will most likely come in one of three forms:

- Invitation for Bid (IFB): An IFB is an advertised contract, also referred to as a "Sealed bid." There are no discussions, and the bid package is considered complete for
bidding purposes. The price is a major consideration, and the signing of the solicitation form, Standard Form 33 (SF 33), by the bidder and by the government creates a
binding document. The solicitation number will look something like DAAE20-00-B-1234, with the "B" in the number indicating it is a sealed bid. It is competitive and the low
bid will get it. Also, it is probably worth more than $100,000 in value.

- Request for Proposal (RFP): An RFP is a negotiated contract. There will be discussions, and the bidder may get the opportunity to change bid pricing, technical
requirements, etc. As with the IFB, above, the SF 33 is the form that will be used and, again, becomes a binding contract when both the bidder and the government sign.
The solicitation number will look something like N0O0023-00-R-1234, with the "R" in the number indicating it is a negotiated solicitation. Price and other factors will
determine the winner. Here again the value is probably more than $100,000.

- Request for Quote (RFQ): An RFQ is a request for information that may include price, but is not a binding contract or document. This is also considered a negotiated bid
because the government will want to talk over the information obtained. The number will look something like F62509-00-Q-1234, with the "Q" indicating the solicitation is
for information and prices. It is negotiated and may be valued at greater than $100,000. If a contract is made, the government will use a Standard Form 26,
Award/Contract.

Common Government Forms
Here are some of the more common forms that you may encounter in bidding on government work.

DD Form 1707, Information to Offerors or Quoters, is a form used by the Defense Department along with the SF 33. It is used by bidders to indicate no response to the
solicitation and provides the buying office with various pieces of information such as why you are not bidding.

Standard Form 33, Solicitation, Offer and Award, is a solicitation/contract form used by the federal government not only to solicit offers but also to award a contract since it is a
bi-lateral (i.e., two-signature) document. This means that the bidder signs the document and submits it to the government and, upon acceptance of the bid, the government
signs the same document and a binding contract is established. This form is used for either sealed bids or negotiated contracts valued at $100,000 or more.

Standard Form 26, Award/Contract, is a form used by the federal government to award a contract, usually as the result of a Request for Quotation. Both parties sign, but it
requires references to the basic solicitation and/or other documents. In general, the SF 26 and SF 33 ask for similar information to be filled in, but the SF 26 requires some
certification information that is not required on the SF 33.

Standard Form 30, Amendment of Solicitation/Modification of Contract, is a form used to do what its title implies: amend a solicitation before it closes or modify a contract that
has been awarded. Normally this form is filled out by the government and is then sent to the bidder or contractor for signature.

Standard Form 18, Request for Quotation, is used to obtain information and quotations, but the responses are not considered offers. A SF 26 is sometimes used to award a
contract resulting from the use of a SF 18.

Standard Form 1449, Solicitation /Contract/Order for Commercial Items, is used to buy commercial items when the simplified acquisition procedures are used. It can also be
used to ship and receive product.
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Among the Business Tools are:

DD Form 1707

' Standard Form 33
Tnnls tn USE ' Standard Form 26
Standard Form 30
Standard Form 18

Standard Form 1449

They are in Adobe Portable Document Format (.pdf), and you will need the free Acrobat Reader to view and
print the file.

How to Read a Typical Bid

Let's take a closer look at a typical bid using a common form as an example, Standard Form 33 (SF 33), and we'll show you how to look for what is important.

Among the Business Tools is Standard Form 33. It is in Adobe Portable Document Format (.pdf), and you
will need the free Acrobat Reader to view and print the file.

Tools toUse

The SF 33 is divided into four major parts:

Blocks 1-8: The first part contains basic information about the solicitation and is filled in by the government buying office. (Block 2, the contract number, is not filled in by
the government until award is made.)

Blocks 9-11: The second part is the Solicitation area. Block 11, Table of Contents, is very important. The sections of Block 11, when taken together, make up the whole
solicitation and resulting contract. For example, it contains specific information about the solicitation and also the place where you will enter your bid price.

Blocks 12-18: The third part is the Offer area and is filled in and signed by the bidder before returning the offer to the buying office.
Blocks 19-28: The fourth part is the Award area and is completed and signed by the government when it makes the award.

Warning
\‘Ev Caution
Caution We strongly recommend that, when reading a bid, you read it in a particular order. Certain sections are
related to each other, and it will be much more efficient and understandable if you read them together.

Here is the order we recommend for reading SF 33:

Identify which sections of the form apply to the particular bid. We begin our reading of the bid by first taking a careful look at Block 11, Table of Contents. We begin here
because the Table of Contents identifies all the applicable sections that will make up the contents of the subsequent contract. For instance, Section B (see below) of Block 11
tells you what is being bought and provides the place where you will put your bid price.

Note that the Table of Contents is divided into the following four parts:

Part | The Schedule

Part Il Contract Clauses

Part Ill  |List of Documents, Exhibits, and Other Attachments
Part IV  |Representations and Instructions

Each Part is further broken out into several sections. Here is a sample Table of Contents for Part I. Note that all the various sections may or may not apply; a check mark or "x"
in the left column will let you know which do.
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Section A |Solicitation/Contract Form

Section B |Supplies or Services and Prices/Costs
Section C |Description/Specification/Work Statement
Section E |Inspection and Acceptance

Section F |Deliveries or Performance

Section G |Contract Administration Data

Section H |Special Contract Requirements

Section | |Contract Clauses

Section K |Representations, Certifications and Other Statements of Offerors
Section L [Instructions, Conditions and Notices to Offerors

Section M |Evaluation Factors for Award

Note that the majority of pages consist of the Part | The Schedule, Table of Contents; and Part Il Contract Clauses. Part Il List of Documents itemizes all the attachments
included with the solicitation. Part IV Representations and Instructions contains the solicitation provisions that require completion by the bidder, and the information and
instructions to guide bidders in preparing proposals, such as evaluation factors for award.

Read the Fine Print, Twice!

Find out the government's needs and specs. The first, and most important, sections you should review are Part | Section B (Supplies or Services and Prices/Costs) and Part
IV Section L (Instructions, Conditions and Notices to Offerors). These sections are crucial, so read them together carefully and check out the information to see whether this is a
product or service that you can provide, and whether you comply with the requirements. Take notes!

Assess the evaluation factors. Next, read Part IV, Section L (Instructions, Conditions and Notices to Offerors) and Section M (Evaluation Factors for Award). (Note that you
just read Section L in the preceding step, but you need to read it a second time in conjunction with Section M.) These sections tell you which factors the government is going to
use in evaluating the bids and making its decision for award, such as key personnel, technical capability, or financial or transportation resources. Check the factors carefully to
see whether your company is deficient in any area. If it is, correct the problem before you send in the bid or do not bid on the solicitation. Remember that you must consider all
the factors in the contract, not just some. Take notes!

Determine the general and specific requirements of the contract. The next areas to review are Part |, Section C (Description, Specifications and Work Statement), and Part
1, Section J (List of Attachments). Section C gives you the general specifications of what the government is looking for. Check the specs carefully; you must be able to comply
with all of them. Note that sometimes you may find some inconsistencies between the requirements in Section C and the requirements in Section J. That's because Section J
contains the attachments to the bid, which could include changes that affect the work statement in Section C. In general, Section C contains the general requirements for the
contract, while Section J contains the specific requirements. It is imperative that you read both sections carefully! Be sure to take notes!

Warning
H Caution
Caution If you have any questions, you must address them before award of the contract or, if issued under sealed
bid procedures, before the bid opening. If you sign the contract in the hopes that the government will
accept something else afterward, you are betting on a really dead horse.

Check out the technical and special requirements. Now read Part Il Section | (Contract Clauses); and Part | Section H (Special Contract Requirements), Section D
(Packaging and Marking), Section E (Inspection and Acceptance), Section F (Deliveries or Performance) and Section G (Contract Administration Data). These sections provide
all the technical requirements on which you will need to perform. Check the packaging requirements in Section D carefully and, if necessary, work with someone knowledgeable
in government packaging and marking. Some of the requirements might sound extreme, but remember (especially if the part, product or assembly is for the military) that the
item may have to withstand extreme conditions (e.g., battlefield, being dropped out of a plane, hitting a beach at 30 miles per hour, etc.).

In some cases, both the military and civilian offices have recently loosened up on some of their special packaging and packing requirements. Packaging standards in the
commercial market are often just as good or better than government standards, so commercial items are now often accepted as they come from the supplier. Also, the
government is moving toward an "as needed basis" mentality - in other words, the government no longer stocks items as it did in the past, which permits less stringent
packaging requirements.

Read the certification provisions. Currently, you don't have to answer these reps and certs in each solicitation you respond to (see Chapter 7 on Online Representations and
Certifications Application). You only need to certify that the data you put into ORCA is current or to indicate any changes necessary for the specific solicitation. However, read
Part IV, Section K (Representations, Certifications and Other Statements of Offerors). Here is where you certify that you are a small, minority, or women-owned business; that
you have not been debarred by the government; that you are an Equal Employment Opportunity business; and that you agree to certain other policies or programs of the
government.



Remember that you must read each and every applicable section of each and every Part, word for word, and understand the information contained in each in order to be able to
bid intelligently on the solicitation.

RFID AND UID

Currently, the use of UID (unique identification) and RFID (radio frequency identification) is just emerging within the government acquisition arena. This information would be
included in Section D of the solicitation, if applicable, and possibly Section A, as well. The use of special product IDs dates back to the Vietnam War era, when containerized
shipments were not well identified as to content. Moreover, because of the tremendous number of shipments coming in, this method of inventory tracking often made it quicker
to reorder, instead of wasting time going through the containers for the supply item. There are many cost-saving reasons to use UID and RFID.

For more information, see these topics:

- Unique Identification (UID

Radio Frequency Ildentification Devices (RFID)

Unique Identification (UID)

= UID is something you will hear more and more about. The current rule requires all contractors to uniquely identify, through the use of Item Identification Marketing,
all items to be delivered to the federal government. The policy was issued on July 29, 2003 and became effective January 1, 2004. UID has been established to
identify tangible items, using all practical international standards and commercial item markings.

- It will facilitate item tracking in DoD business systems and will give the government reliable and accurate information for management, financial, accountability
and asset management purposes. (DoD will be using Commercial ISO/IEC SC31 as its standard along with MIL-STD-130L, go to
http://www.acg.osd.mil/dpap/Docs/uid/quide_1_4.pdf; you also can find more information at http://www.unigueid.org or through your local PTAC.)

- The benefits to the government are many: It will integrate item data; improve data quality and global interoperability; facilitate management and accountability of
items; enhance asset visibility and lifecycle management through traceable and more accurate audit opinions on the property, plant, and equipment, operating
materials and supplies portions of financial statements.

= In fact, Wal-Mart is using the same type of system to track its entire inventory in all its stores all over the country. They can tell every time someone buys an item,
takes it out of inventory or moves it in the system.

Work Smart

The bottom line for small businesses is: "How does this affect me?" The answer: If you hope to supply the
government with an item, you had best get up to speed on these new inventory tracking systems.

What is an item? According to the DoD, "An item is a single hardware article or a unit formed by a
grouping of subassemblies, components or constituent parts. In the Department, an item is any article
produced, stocked, stored, issued, or used or any product, including system, material, parts,
subassemblies, sets, and accessories."

Needless to say, that covers just about everything over $5,000. Use the nearby flow chart to help you
determine your needs.

= If you think that the government is just doing this to you personally, please remember that the rest of the world is also switching over, and this is the price of doing
business with just about anyone nowadays. Also, if you think you will get out of this situation by being a subcontractor, think again. The primes will just flow down
the requirements to you.

Radio Frequency ldentification Devices (RFID)

®"  Another way to track items involves RFID (radio frequency identification) tags, which use low-level RF signals to transmit
stored information from a tag to an electronic reader. The RFID tags are simply microchips that transmit without the use
of hand-held scanners, eliminating all manual labor associated with bar codes.

=  Currently, a few large retailers mandate the use of this technology, including Wal-Mart, Albertson's and Target. In fact,
some large businesses have issued a mandate to use RFID right away with its top largest suppliers. These suppliers
must apply RFID tags to all cases and pallets sent, eventually expanding to include all receivables within the company.

= Basically, RFID technology means that business easily and quickly can track when the goods arrive at a specific location.
In fact, when items are placed on conveyer belts, the goods can move at 600 feet per minute and the radio frequency
readers will recognize the items as they move by. Not only will the business know when the goods arrive, they will also
be able to track the empty boxes so that they know when the goods have been stocked on the shelves. And of course,
when goods are sold, they will be tracked again.

®  Asitis now, businesses spend billions of dollars per year on labor to manually scan bar code labels. This cost will be
reduced to almost nothing with the use of RFID, which means better prices or more profit.

= Other benefits of RFID over bar codes include allowing goods to move more rapidly both at loading docks and point-of-
sale stations. Inventory can be tracked without manual stock counts, and there is an expectation of reduced losses from
theft because every item can be tracked as it leaves the premises. The retail industry is expected to benefit tremendously
from the use of RFID by managing its inventory at every stage of the supply chain.
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"  However, instead of labor costs there will be costs associated with the technology itself. Knowing where each item is at
any time provides a tremendous source of information, but unless this information is managed it does not help the
enterprise. Thus, companies will need to spend additional financial resources on data management and integration tools.

®  The immediate short-term impact on the small business is probably negligible. However, in the long run, small
businesses also will need to embrace RFID and include tags on all their items; on the flip side, small businesses
receiving raw materials from suppliers would benefit by learning how to manage their own inventory issues through RFID.
Currently, an RFID tag still costs about 30 cents per item. It is expected that this cost will be reduced to about a penny in
the next few years.

= Qutside of the retail industry, there are other implementations of RFID. For example, some gas stations use RFID in their
SpeedPass system, allowing customers to pay for purchases. Meanwhile the Food and Drug Administration is looking at
adding RFID to prescription drugs to ensure proper distribution, and to ensure correct dosage based upon prescriptions
issued.

®"  Right now most of the work is currently limited to Fortune 1000 companies, and the reason is primarily due to the high
cost of the RFID tags, the readers and the subsequent integration of data with the inventory systems. The cost of
implementing and operating this RFID technology is to be considered a normal cost of transportation and logistics.

Get Technical Data

Now that you have reviewed and understand the contents of the bid package, it's time to start gathering information needed to complete the offer, including the technical data
related to a particular bid.

Technical data is comprised of the specifications and standards, such as engineering design and manufacturing documents and drawings, that describe the requirements for a
material, product or service. It also includes the criteria for determining whether those requirements are met.

Under federal regulations, the specs cover only the government's actual minimum needs in a manner to encourage maximum practicable competition. The government uses a
spec only when it knows exactly what it wants and needs.

With the recent changes in acquisition policy, more requirements will be based on commercial specifications and standards. Therefore, if the requirement is being purchased
under Part 12 of the Federal Acquisition Regulation (Acquisition of Commercial Items), then the item or service is being bought against performance criteria citing commercial
specs and standards.

For more information, see these topics:

Types of Government Specs

Getting Correct Specs

Types of Government Specs

There are two categories of government specifications:

Federal Specifications: These cover materials, products or services used by more then two federal agencies. They are issued by the General Services Administration
(GSA) and must be used by all federal agencies. Federal specifications can be obtained at or from your local PTAC.

Military Specifications: These cover items or services that are intrinsically military in character or commercial items modified to meet special requirements of the military.
They are distributed by Naval Publications and Forms Center (NPFC), located in Philadelphia, PA. NPFC stocks and issues Department of Defense printed and digital
matter without charge to federal agencies and the general public. Documents distributed by NPFC include military specifications and standards, federal specifications and
standards, Qualified Product Lists (QPLs), Military Handbooks, and Departmental Documents. Here again, many PTACs offer military specifications and standards as a
part of their services to their clients.

Getting Correct Specs

These days, finding specs and standards can be as easy as logging onto a subscription service on the Internet. Subscription services can get you the specs quickly and easily,
but at a hefty price tag. On the other hand, your local Procurement Technical Assistance Center (PTAC) can provide you with the specs you need and, in most cases, will either
charge only a small fee or provide them for free. Either way, it ensures that you get the specs required by the solicitation. (Go to www.aptec-us.org to find your local PTAC.)

Warning

\:

If there appears to be a conflict or question about what specs are required, get it resolved immediately.
i

Whatever you do, don't try to second-guess the government. We can cite case after case where a
contractor made a wrong assumption about a spec and it ended up costing the contractor big money.

[:ailtinn

Normally when you order the solicitation from the buying office, it will send the necessary technical data package with it unless the documents are considered common and are
only referenced. If the buying office doesn't send the tech information, then you will have to contact the resource identified in the solicitation. Because of the government's shift
to the Internet and e-commerce environment, the solicitation may include a web site where you can download the necessary documents and the appropriate readers for the
drawings.
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Work Smart

You may also want to think about developing your own library of the specs and standards that you use
most often, either in hard copy or electronic format. When you find a good site on the Internet for specs
and standards, remember to bookmark it for later visits. Government specifications are required on a large
number of items. Check out what is required on the bids that interest you and start to build your library. It
will be very helpful to you in the long run.

Technical Data Web Sites

The federal government continues to move more and more acquisition processes to the Internet and e-business environment. To secure technical data, the government has
developed a new web site, Federal Technical Data Solutions (FedTeDS). It is an online dissemination solution designed to safeguard sensitive acquisition-related information for
use by all federal agencies and their approved business partners (http://www.defenselink.mil/dbt/products/2007_BEA_ETP/etp/App_E/QuadCharts/FedTeDS_Chart.html). This
now means that there are more controls in place to keep track of who is asking for the information.

These sites should help you locate the data you will need. The Technical Data Packages (TDPs) found on these sites have the engineering design and manufacturing drawings
related to the items found in FedTeDS solicitations.

Naval Logistics Library Virtual Bidroom (http:/logtool.net/) -- This site offers engineering drawings for the Naval Supply Systems Command bid-sets only. Instructions
for using this site are available at the site.

- Army Corps of Engineers Electronic Bid Solicitation (EBS) (http://www.usace.army.mil/howdoi/contracting.htm) -- The USACE corporate EBS process implements a
standard DoD business process for the electronic delivery and distribution of contract solicitation documents. Prospective bidders are provided a CD-ROM containing all
contract documents and the royalty-free software that enables complete utilization of the documents from any Windows-based personal computer. Internet access is also
required for the solicitation announcement and for accessing entire bid packages for small projects that do not require contract drawings.

- Defense Standardization Program (DSP) (http://www.dsp.dla.mil/) -- Customers now have immediate and free access to Defense specifications and standards through
this greatly improved site. Users simply click on 'SPECS and STDS', and they are led to a DTIC document search screen, on which they enter the document information
(e.g., number or title). The results are then displayed, and the user selects the desired document. If it's a Defense Spec or Std, the ASSIST-Enterprise screen is then
displayed, allowing the user to click on the selected document's icon. The user then views a full text version of the document in Adobe PDF, which can be downloaded and
printed.

= Government Industry Data Mart (GIDM) (http://www.dlis.dla.mil/GIDM/) -- Through this site you have access to the following:

CCR system, which is a repository of all companies and agencies registered to do business with the federal government

= Universal Directory of Commercial Items (UDCI), which is a global catalog of items based on Commercial bar code (Universal Product Code (UPC) or European
Article Number (EAN)

- The U.S./Canada Joint Certification Program System, which assists in the identification of companies that have been assigned a Certification Number under the Joint
Certification Program

= The Business Identification Number Cross-reference System (BINCS), which identifies foreign and domestic government/commercial contractors, manufacturers and
suppliers

- Government Industry Reference Data Edit and Review (GIRDER) program, which works with government manufacturers and suppliers to maintain the correct
relationship between the CAGE code, manufacturer part number and National Stock Number (NSN)

Web Tools

The following tools and links can assist you in viewing solicitations and technical drawings.

Adobe Acrobat Reader: The free Adobe Acrobat Reader allows you to view the solicitations that are offered by the many sources contributing to DoDBusOpps.com.
= CALS Raster Format Viewer: The CALS Raster Format Viewer is required to view technical drawings. DoDBusOpps is aware of two viewers that support this format:
ImageR is an image viewer for viewing and manipulating various types of raster and vector files. You must register with the JEDMICS web site to download ImageR.

= SwiftView's Plug-In is a free trial download. After a several week trial, there is a 30-second time delay before each document is viewed. Information on licensing is
available from this site.
Price It Out

This is the one step in the contracting process where you are the expert and we are not. Given that there are so many different types of businesses out there and so many
different ways of pricing, our best advice is to be as competitive as possible.

The old stories of $200 toilet seats and $300 hammers are simply that, old history, and you better believe that you have to sharpen your pencil as much as possible in order to
be competitive.

Common Pricing Factors. At the same time, however, you also need to make sure that you cover all of your costs and protect your profit. Here are some things to consider in
determining your price:

- Consider Pricing History: You can often get pricing history from the buying office by asking the Point of Contact identified in the contract (Block 10 if you are using Form SF
33). You can also contact a Procurement Technical Assistance Center and ask it to run a computer review of pricing history for an item. If you are bidding on a service, it
becomes more difficult to get good pricing history. Ask the contracting officer to provide you with the previous contract number so you can obtain the contract. Make sure
the statement of work is the same as yours so you can make a fair price comparison.

- Cost Out All Special Requirements: The buyer may ask for many costly extras. Especially watch out for packaging requirements, they can be expensive. Don't just stick on
a percentage of the cost of the item to cover packaging.

Think Carefully about Quality Requirements: Will any of the certifications and acknowledgments add on extra costs? (See our discussion of quality assurance standards.)
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= Factor in Bidding Costs: Some offers are rather simple and straightforward, but as the value of the contract increases, more time and labor are usually required. As a
general rule of thumb, you can estimate that the cost of putting together an offer will run 3 to 4 percent of the value of the proposed contract. Make sure current finances
can handle that cost.

= Don't Forget Overhead and Profit: Make sure your profit is reasonable. Remember that the bidding process is very competitive. You are free to figure in as high a profit as
you wish, but you must win the contract to enjoy it. Never bid if it doesn't make good business sense. And while making sure that your price covers your overhead costs
may seem very basic and obvious, it is the pricing factor that small businesses most often get wrong, to the detriment of the company: If your cost information is not
correct, you can't accurately bid a contract, be competitive, or make good decisions for your company.

Determine Your True Costs. Why do we say that small businesses tend to get their cost information wrong? Simply because many, if not most, small businesses don't really
know what their overhead costs are.

Often, when pricing out a project, businesses will simply take their prime costs (labor and materials) and mark that figure up by some arbitrary percentage that they believe is
sufficient to cover all indirect costs and give them some profit. Or they will use a single, company-wide rate applied on only one type of base, such as direct labor hours or
engineering hours, for assigning indirect costs to the product or service provided. In either case, if this estimated percentage is higher than what their overhead really is, it
affects their ability to be competitive. If their estimate is lower than what their costs really are, it affects their ability to be profitable.

If your business falls into one of these categories, we strongly recommend that, before you bid on a contract (or on any other project for that matter), you take the time and the
steps necessary to determine your actual costs.

You might consider using some form of activity-based costing (ABC) to accomplish this. ABC, in its simplest terms, is a cost management method that allows a business to
determine the actual cost associated with each product and service. With this method, you look at every item and activity in your business associated with putting out your
product or service (e.g., heats, light, administrative help, sending out an invoice, doing payroll, etc.) and then attach a cost to it. In other words, you break your costs down to
their least common denominator so you know what they really are.

Without knowing your true costs, you can never be sure where money is being made or lost, you can't identify moneymakers and losers (an increase in sales does not
necessarily mean an increase in profit), and you can't make good strategic decisions and plans for your company.

Although ABC is geared toward a large business, a small business can adapt this philosophy and utilize a more simplified form of it. For more information on ABC, try searching
the Internet or check out some of the books on the topic in your bookstore or online.

Warning

U Caution

Caution Federal Acquisition Regulation Part 15 discusses negotiations and costs for contracts of $100,000 or more and
looks at allowable and allocable costs. If you are going to be submitting a proposal over $100,000, either
bone up on the FAR in this area or get an accountant who is familiar with government contracting.

Again, we want to remind you to carefully read the solicitation and make notes on points you don't understand. Then go ask the questions. Go to the buyer or Point of Contact
identified in the contract, the small business specialist at the buying office, or a Procurement Technical Assistance Center. But please ask someone! The answers could
significantly affect your price, and your profit.

Write Your Proposal
Once you have reviewed the bid, received the specs, gotten pricing history, and priced out the items or services, you are ready to put it all together and write your proposal.

There are two situations that you should be prepared for:

Writing a proposal when the solicitation is an Invitation for Bid

u Writing a proposal when the solicitation is a negotiated bid, such as a Request for Proposal.

Writing a Proposal for an IFB

When the solicitation is an Invitation for Bid, which is the case most of the time for small businesses, writing your proposal will consist of filling out the forms that you received
from the government in the bid package and sending them in.

But it's not as simple as it sounds. Even though all you basically have to do is fill in some blanks on forms that the government has provided and send back the bid package, you
must still be very careful. As we pointed out earlier, when you send back the bid package, the government will look at it as if you had put it together yourself and as if they are
seeing it for the first time.

To give you a first-hand look at some of the standard forms that you can expect to see with an IFB, we are reproducing some of the more common ones, along with a line-by-
line explanation of how to fill them in.

Eilling Out DD Form 1707
u Filling Our Standard Form 33
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Filling Out DD Form 1707

The first form that we will look at is DD Form 1707, Information to Offerors or Quoters. This is the cover sheet that accompanies the solicitation itself and is mainly informational.
One of its main purposes is to gather information on why a company does not want to bid. This form is used for most Department of Defense (DoD) large dollar solicitations,
which are those over $100,000.

Let's start with the cover page and proceed block by block.

Block 1: Solicitation Number: We are using the example number SP0700-00-Q-HE22. This is the number that will identify this specific solicitation throughout the life of the
buying action. Any amendments to the solicitation will use this number plus the amendment number as the identifier.

SP0700, the first six alpha/numeric sequence, identifies the buying office where the order originates. The second grouping, 00, is the fiscal year the solicitation was issued. The
single alpha character Q indicates what type of solicitation it is.

B = Invitation for Bid

P = Purchase Order

C = Contract

Q = Request for Quote

R = Request for Proposal

The last alpha/numeric sequence, HE22, is the sequential order number for that solicitation.

Block 2: Type of Solicitation: As previously mentioned, there are three types of bid packages:

- Invitation for Bid (IFB): This is a method of contracting that consists of competitive bids, public opening of bids (yes, you can be there when they are opened), and award.
Most of these bids are for buys over $100,000. With this type of bid, the government knows specifically what it wants, how many it wants, and where it wants them sent.
The award is based on price and price-related factors.

= Request for Proposal (RFP): The government uses this type of contracting when it is not sure of what it wants and is looking for a way to talk to you on how you plan to
fulfill their need for the item or service. This type of bid may be competitive or non-competitive.
- Request for Quote (RFQ): This method is often used to solicit prices or market information. The quote submitted does not constitute an offer. Therefore, it cannot be

accepted by the government to form a binding contract. An SF 26, which is a two-signature document, would have to be used.

Among the Business Tools are DD Form 1707 and Standard Form 26. They are in Adobe Portable Document
Format (.pdf), and you will need the free Acrobat Reader to view and print the file.

Tools to Use

Block 3: Date/Time Response Due: This information, supplied by the buying office, tells you when you need to have your offer into the buying office.

The next section titled "Instructions" contains information about responding.

Block 4: Issuing Office: This is the office that issued the solicitation.

Block 5: Item To Be Purchased: This is a brief description of what is needed.

Block 6: Procurement Information: This is where you will find out which, if any, restrictions or set-asides apply to this solicitation. It will be marked either "restricted" or
"unrestricted." If it is marked "unrestricted," that means that any business, large, small, or in between, can bid on it. If it is marked "restricted," that means it is earmarked as a
set-aside for either Small Business or Hub Zone Concerns, or restricted to 8(a) firms.

Block 7: Additional Information: In this block you will usually find any additional information needed to bid on the contract, such as where to send the bid, when it has to be
received, who to contact or what web site to visit.

Block 8: Point of Contact Information: Here will be listed the buyer's name, address and telephone number. We should also add that, these days, you may only get an e-mail
address for the buyer, and it's likely that the buyer might accept inquiries only in that form.

Block 9: Reason for No Response: As previously mentioned, if you are not going to bid on the solicitation, for whatever reason, be sure to fill out this block and send the form
back to the buyer. This is very important! If you don't, you will probably be dropped from the buyer's bidders list and have to start all over again.
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Warning

H Caution

Caution Most forms include a "Reason for No Response" section or block. (For example, in the case of DD Form
1707, this section is in Block 9.) If you decide not to bid on a solicitation, for whatever reason, be sure to fill
out the "Reason for No Response" section of the form and send the form in anyway. The government buyer
will thank you and, better yet, you will not be dropped off the bidders' list the next time an opportunity
comes up. Some buyers give you only one chance. If you don't send in the form to indicate that you are not
responding to a bid, you go back to "Go" and start over.

If the buyer gives you an e-mail address, you may send in your response that way, but remember to
identify your company with your name, the company name, and your CAGE Code.

Block 10: Mailing List Information: Here you indicate whether you want to be left on future mailing lists for an item. Respond either yes or no.

Block 11: Responding Firm: This is you! This is where you fill in your information, including your bid price.. Review the Bid. You need to read and understand all the applicable
sections. Remember that the sections of Block 11, when taken together, make up the whole solicitation and resulting contract.

Back Side of Form: The back side of the form is set up as a fold-over mailer. Just address it, put your stamp on it, and drop it in the mail.

Filling Out Standard Form 33 (SF 33)

Next, let's look at the Standard Form 33: Solicitation, Offer and Award. This is the form that is used to solicit offers and award contracts. Itis referred to as a bi-lateral or two-
signature document. You sign the form in Block 17, and the government signs the same form in Block 27. That establishes a binding contract.

Among the Business Tools is Standard Form 33. It is in Adobe Portable Document Format (.pdf), and you
will need the free Acrobat Reader to view and print the file.

Tools toUse

Before you start going through our line-by-line explanation, this may be a good time to go back to the section on reviewing the bid , where we showed you how to read a
contract and included an explanation of the general layout of the SF 33. The top portion, Blocks 1-11, is the Solicitation area and is filled in by the government with information
about the solicitation. Blocks 12-18, the Offer area, are filled in by you before returning the offer to the buying office. The last portion, Blocks 19-28, is the Award area and is
completed by the government and sent back to you, if and when you are awarded the contract.

Work Smart

Note the paging format "Page 1 of ##." Check your page numbers and if there are any missing, call the
buying office immediately. You can't submit an accurate bid if there is information missing. More than one
company has been caught in this situation. When sending out millions of bids a year, as the government
does, these things can happen.

Solicitation Section (Filled in by the Government)
When filing out Standard Form 30 in order to satisfy an Invitation For Bid (IFB), the first section is filled out by the government.

Block 1: Contract Is a Rated Order: A rated contract is one that has a specific classification for how "hot" the need is. Although these days you will hardly ever see activation
of rated procedures, it is there in case the need arises. About the only time you might see a rated bid is during time of national emergency or war.

Block 2: Contract Number: The government will not fill in this number until it awards the contract. The numbering will be similar to the number in Block 3, the Solicitation
Number, but it will have a "C" instead of an "R" in the number sequence.

Block 3: Solicitation Number: We are using the example number SP0700-00-Q-HE22. This is the number that will identify this specific solicitation throughout the life of the
buying action. Any amendments to the solicitation will use this number plus the amendment number as the identifier.

SP0700, the first six alpha/numeric sequence, identifies the buying office where the order originates. The second grouping, 00, is the fiscal year the solicitation was issued. The
single alpha character Q indicates what type of solicitation it is. For example, B = Invitation for Bid, P = Purchase Order, C = Contract, Q = Request for Quote, R = Request for
Proposal, etc. The last alpha/numeric sequence, HE22, is the sequential order number for that solicitation.

Block 4: Type of Solicitation: This block will identify whether this is a Sealed Bid IFB (Invitation for Bid) or an RFP (Request for Proposal).
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Block 5: Date Issued: This is the date that this contract "hit the street” and became a live requirement.

Block 6: Requisition/Purchase Number: This number is an internal document number used by the requisition people for tracking the item or service to be purchased. This is
the original number for that "need," and there might be multiple requisition numbers against a solicitation number.

Block 7: Issued By: This block identifies the government office that is doing the buying. Make special note of the information here. Remember that you might be dealing with a
"buying agency" that is physically located very far from the actual end user. You can spend a lot of time with the end user, convincing the user that you are the answer to all their
problems, and still lose the whole deal by not checking out where the buy is going to be made.

Example

We heard of a company that was talking to the end user every week, had developed a one-on-one
relationship, but never thought to ask where the buying office was located. The company missed the issue
date and only found out that the bid had gone out when it came through a distributor. The company did not
lose the contract, but by going through the distributor, it had to pay a commission it wouldn't have had to
pay if it had gotten the contract directly.

Example

Block 8: Address Offer To: This block gives you information on where to submit your offer.

Block 9: Additional Info: This block will tell you whether the buying office wants additional copies of the offer for evaluation purposes and where to bring the offer if you hand-
carry it to the buying office. This block also tells you the time and date when you need to have the offer in.

Work Smart

If the solicitation says that an offer needs to be in by 10:00 p.m. on a particular day and you show up at
10:01 p.m., you are out of luck! It's your responsibility to be there on time.

Block 10: For Information Call: This block identifies the person that you will contact for information on this specific bid, including phone number and e-mail address, if
available.

Block 11: Table of Contents: This should be the same as the "TOC" page, but without the "Appendices.” Some buying offices will do both, some will not. Make sure they
match. This section will also give you the page counts for each section. If it says that there are 25 pages in Section C: Description/specs/work statement and you have only 23
pages, you had better call the buyer and find out what's missing. Don't assume that you will automatically be sent the missing material. And, again, keep in mind that the
sections of Block 11, when taken together, make up the whole solicitation and resulting contract.

Offer Section (Completed by the Bidder)

When filing out Standard Form 30 in order to satisfy an [nvitation For Bid (IFB), the second section is filled out by the bidder.

Block 12: Acceptance Period: This block will give you the opportunity to mark how long your bid will be good for. If you don't put in a specific number, it will default to 60 days.

Work Smart

If you give the government too long an acceptance period, prices can change and so can your costs. Make
sure you don't get bitten: Be competitive, but set your limits.

Block 13: Discounts for Prompt Payment: This block is where you will put the size of the discount, if any, that you will give the government if it pays you promptly.

Work Smart

The government passed the Prompt Payment Act in the mid-1980s, which requires the government to pay
small businesses within 30 days if the business completes its end of the contract! Check to see whether
your competitors are offering a discount. If they are, then you should do so as well in order to be
competitive. If they aren't . . . why leave money on the table?

One important catch with the Prompt Payment Act: The clock on this Act starts only if your invoice, when
received, is correct. If your invoice is not correct, it gets kicked back until it is corrected and received by the
government. Therefore, the definition of “prompt" under this Act is directly tied to the accuracy of your
invoice.
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Block 14: Acknowledgments of Amendments: In this block you will let the buyer know that you have received all the amendments that it sent out. If the buyer mailed out four
and you list only three, the buyer will throw out your bid as non-responsive if the omitted amendment impacts on the material aspects of the solicitation.

Block 15a: Name and Address of Offeror: Here is where you will enter your company name, address and, in the little box marked "code," your Cage Code and your facility
code, if you have one.

Block 15b: Telephone Number: Enter the appropriate phone number.

Block 15c: Remittance Address: If you want the government to send the check for payment to an address different from the one you provided in Block 15a, mark this box and
enter the address on the schedule.

Block 16: Name and Title of Person Authorized To Sign Offer: In this block enter the name and title of the person "authorized" to sign the contracts. Please don't have
someone sign the contract if they are not listed in CCR (Central Contractor Registration) as the "authorized signor." You will lose the award.

Block 17: Signature: This is where the authorized person must sign the contract.

Warning
\? Caution

Caution More than a few companies that carefully prepared their bid lost out just because the contract was not
signed. Don't forget to sign the contract.

Block 18: Offer Date: Enter the date on which you are sending the contract.
Award Section (Completed by the Government)

When filing out Standard Form 30 in order to satisfy an Invitation For Bid (IFB), the third section is filled out by the government.

After you fill in Block 18, you have completed your portion of Form 33. If you see the SF 33 coming back in the mail with the Award section filled in by the government, guess
what? You won the contract! You are now a prime contractor!

Among the Business Tools are Standard Form 33 and Standard Form 26. They are in Adobe Portable
Document Format (.pdf), and you will need the free Acrobat Reader to view and print the file.

Tools toUse

Block 19: Accepted as to Items Numbered: Government will identify which specific items have been awarded to you.

Block 20: Amount: This is the dollar amount of the contract. The cash!

Block 21: Accounting and Appropriation: The government will fill in the appropriate accounting and appropriation codes. (In general, you don't have to concern yourself with
this information.)

Block 22: Authority for Using Other Than Full and Open Competition: This field is informational only.

Block 23: Submit Invoice to Address Shown in: The government will tell you where to look in the contract for the appropriate address.

Block 24: Administered By: This is the office that will administer the contract. Note that the office listed here may be different than the one putting out the bid.

Block 25: Payment Will Be Made By: This is the paying office, the office from which you will receive your money.

Block 26: Name of the Contracting Officer: The name of the Contracting Officer is typed here. You will see this person's name only if you win the contract.

Block 27: United States of America: This is the block where the Contracting Officer will sign that you have an active, actual, real government contract.

Block 28: Award Date: This is the date the government contracting officer signs the award.
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Work Smart

The award can be made on the SF 33; on another form, such as the SF 26; or by any other authorized
official written notice. Be watching for it, check on who won, for how much, and what the details of the
award were. Ask questions . . . that's how you find out what you did right or wrong. There are two ways to
do this: Either call the buyer and ask for the information or get award notices from the FedBizOpps site.

Amendments to Solicitation: Standard Form 30

When filing out Standard Form 30 in order to satisfy an Invitation For Bid (IFB), the final section is filled out by the government.

When there is a need to change or modify the quantity, specifications, delivery or any other part of a solicitation, or if there is some part of the solicitation that is defective or
incorrect, those changes will be made by an amendment to the solicitation using Form SF 30, Amendment of Solicitation/Modification of Contract. The form itself is completed
by the government and sent to prospective bidders.

Among the Business Tools is Standard Form 30. It is in Adobe Portable Document Format (.pdf), and you
will need the free Acrobat Reader to view and print the file.

Tools toUse

As we mentioned above, you will be asked to list any and all amendments that you have received on the bid form before you send it in. If you fail to do this or if you omit an
amendment, your bid will be considered non-responsive. That means that your bid could be thrown out, even if you are the low bidder. Therefore, if you received Amendment
number 0001 and 0003 and you have not received 0002, you need to call the buyer and find out what the missing amendment is.

If there is a change that will affect the bid opening, the government will extend the bid opening date (BOD) and send a notice to all prospective bidders. And, again, you must
acknowledge this amendment in your bid.

Work Smart

If the solicitation is an Invitation for Bid, you must bid the requirement as presented. To do otherwise will
probably result in your bid being "kicked out." If you think a change is necessary, call the buyer before the
bid opening date and explain why it needs to be changed. If the buyer agrees, the bid will be modified or
canceled and re-bid with the changes. Of course, everyone else will get to bid the change also.

If the solicitation is negotiated, you may be able to bid the changes explaining why this is in the best
interest of the government. Read the solicitation carefully to make sure that this approach is allowed. If you
are not sure, talk to the buyer to get the answer.

Writing a Proposal for an RFP or RFQ

As we discussed above, when the solicitation you are responding to is an Invitation for Bid, writing your proposal will basically consist of filling out the forms that the government
provides. However, when the solicitation is a negotiated solicitation, such as a Request for Proposal or Request for Quote, things are different.

A Request for Proposal (RFP) is a solicitation or bid document that outlines a problem or requirement and asks companies to propose methods for solving the problem and to
calculate what the costs might be.

Therefore, in addition to filling out any required forms, you will have to create your own proposal explaining your plan for meeting the government's particular need and provide
your own documentation. You may be required to work up your own drawings, biographies on personnel, management plans, and other types of documents that demonstrate
the company's capabilities to fulfill the requirements. The proposal must, at the same time, be simple, straightforward, concise, complete, and correct.

As you can see, an RFP can take a significant amount of time, effort, and money to create. (You definitely won't be able to get it done over the weekend between watching the
kids play soccer and running errands.) So, before you even start, take some time to evaluate whether it is in your best interests to proceed with the proposal. To make your
efforts worthwhile, the proposal should present a real opportunity for your company.

- Decision time: respond or not?

L What to do before you start writing

= Tips on writing & proposal

Decision Time: Respond or Not?

How can you decide whether to respond to the REP that you are considering? Here are some questions to help you make a decision:


http://www.fedbizopps.gov/�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2930�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2910�
http://www.toolkit.com/tools/bt.aspx?tid=sf30_m�
http://www.adobe.com/products/acrobat/readermain.html�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2982�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2984�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2986�
http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_2980�

Is the Request you are considering an RFP or an RFI? In other words, is the government looking to buy or is it just taking a look at the product market? If the
government is just taking a look, it will put out what is known as a Request for Information (RFI), as opposed to a request for products or services that it is looking to buy
(RFP). Some people look at a request for information and think it's a bid. Take a close look and make sure you are considering the right one. In some cases, an RFI also
may be a request that could end up becoming an actual contract. Respond to the RFI if you really have something to offer, giving the government any information they
may need to use to put together a solicitation. But, don't give away the farm! Make sure you mark all information that might be considered private as "proprietary.” Once
you give it to the government, if it is not properly marked, it's theirs to use as they see fit.

Does the product or service required under the RFP fit your company? Some companies try to respond to every RFP that comes their way, hoping that, like the
lottery, sooner or later they will win. Although this is great practice for when you find one that really fits you, it's not reasonable to respond to all of them. It is best to first
qualify the RFP. See whether the requirements in the RFP are a match for your capabilities and whether the scope of work is within your technical abilities. If your
company does not provide, or is not capable of providing, the needed product or service, you may do best to pass it up. On the other hand, don't fail to respond to an RFP
that is a good match for your capabilities just because the RFP seems to be written to a specific company or specific technology or product. If you can demonstrate that
you can make or do the same thing--and possibly even better (perhaps you can offer additional benefits, a lower price, etc.)--you still have a possibility of winning. So long
as you meet the specs (that is the key), consider it as an opportunity for you.

In one instance that we know of, the contracting agency actually used a particular company's brochure as

the basis for the scope of work in its RFP. Although it certainly looked like the RFP was written to that

particular company, that was not the case. The brochure happened to describe best what the agency

wanted, but it in no way meant to exclude other companies that could match, or exceed, the features

g outlined in the scope of work.
Example

What are the marketing considerations? Is this request something that is considered a new product for you? And, if so, can you leverage this into more business by
selling to other customers? Also consider whether winning will cost you an existing account or be at the expense of your other lines and services.
What about the customer? Is the government buyer someone you want to do business with? In other words, do you already have some kind of relationship with the
buyer? Is it good or is it strained?

Is the project funded? It may be a good idea to find out whether the project is funded. (All you have to do is ask.) If there are no funds, the buying agency can't go to
contract and you may end up putting a lot of effort into a proposal without a chance of getting a contract out of it. If you are told that there are reserve funds for the project,
you could still end up without a contract because the government has the right to reallocate reserve funds if it needs the money for other priorities. You could meet all the
requirements and even be low bidder, but the project is going no farther without funds.

If, after consideration of all the factors, you decide not to respond to an RFP, but you have had contact or discussions with the contracting officer prior to the RFP being issued,
you should, out of courtesy, let the contracting officer know, in writing, that you are not bidding and the reasons why.

Work Smart

Keep in mind that the worse that could happen in taking a chance and doing a proposal for the
government is that you win the bid but that the government cannot fund it and it won't go to contract. The
most you will ever lose is the time and cost of preparing the proposal. If a project goes to contract, that
means it is funded. Unlike a commercial contract, you never have to worry about not getting paid for work
done under a contract with the government.

What To Do Before You Start Writing
OK, you've made the decision to bid the REP from the government. What should you do next?

Anyone who will be involved in writing the proposal (that may be just you) should do the following before you write the proposal:

1. Read the RFP again.
2. Make an outline of the RFP by section and decide who is responsible for responding to each one (if it is just you, note on
each section anything you need to do to gather and prepare the required information).

3. Create a proposal calendar with timelines, milestones, and due dates clearly spelled out.
4. Review the evaluation criteria that the buying office will use to measure the proposals. Ask the buyer or contracting officer
if there is anything else that you need to know and to clarify any criteria that you don't understand. Make sure that you
understand all points so that you can address each and every one in your proposal. Do this before you begin to write.
Here are just some of the common criteria that evaluators might use in evaluating a proposal and some of the points you
should cover:

Is the proposal formatted according to instructions?

Is the project solution presented in the proposal plausible?

Is the proposal organized and is it responsive to the basic requirement?

Are the basic requirements in the RFP followed?

Is the company's delivery schedule acceptable?

Does the company demonstrate the capability to perform?

Does the company have related experience?

Has the company had past performance history?

Is the company financially stable?

Is the cost reasonable?

Is the costing method credible?
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Are the company's personnel resources adequate?
Has a bill of materials been created?
Have you read the evaluation factors?

Warning
U Don't make the mistake of many small businesses and just focus on the Scope of Work section in their
proposal. Give as much study and attention to the evaluation section and write to that as well. While the

L Scope of Work may state the requirement for 100,000 rubberbands, it is the Evaluation section that will
Caution contain the requirement that they have to be delivered within 24 hours. You have to address both
requirements. If you aren't familiar with the evaluation factors, you will have lost the game before you begin.

Gather and review any information (including marketing materials) about your competition. It is easier to
communicate the superiority of your products/services if you are very familiar with the features and benefits your
competition offers.

Gather information on any subcontractors you will need and use.

Create an outline for your proposal. Below are sample categories that you may want to consider for your
outline. They will give you a general idea of the areas that need to be covered and how to organize them. (The outline is
more applicable to contracts over $100,000, but can be a user tool for smaller contracts as well.)

Executive Summary

Introduction

Benefits of the Proposed Solutions
Your Organization and Experience
Company's Project Management
Technical Methods

0. Explanation of the proposed project

1. Project overview

2. Proposed project configuration
1. Project requirement

1. Standard products/services

2. Maintenance

3. Project characteristics

4. Bill of Materials
2. Future enhancements

1. Project growth

Cost Proposal

3. Cost basis
1. Project procurement costs
2. Operating costs
3. Maintenance costs

Delivery and Acceptance
Qualification

Pre-Award Considerations
Organization

Financial Status

Work Smart

If, in responding to an RFP, you will be sharing proprietary technical information, you should include a
Proprietary Notice in your proposal. The notice should appear on a separate sheet at the beginning of the
proposal and should read something like the following:

"This proposal contains confidential information on ABC Company which is provided for the sole purpose
of permitting the holder of this document to evaluate the proposal submitted to {fill in the blank}. In
consideration of the receipt of this proposal, the buyer agrees to maintain the enclosed information in
confidence and to not reproduce or otherwise disclose any information to any person outside the group or
team directly responsible for evaluation of its contents."

It is best to get legal advice on the best wording for your situation.




Tips on Writing a Proposal

Your proposal (to a REP or RFQ) should, at the same time, adequately address the government's requirements, be clearly written, and be persuasive. Here are some pointers:

- Write your proposal like a sales document. Your proposal must sell your company's ability to meet the requirements, to fulfill all of the stated conditions, and to deliver
on time. Be specific and direct, being vague will only demonstrate that you do not understand the requirement and will create questions in the minds of the evaluators.
Substantiate your promises and assertions with facts and details. Your goal is to persuade evaluators that your offer is superior to those of competing companies and to
prove that your company can do the job.

- Demonstrate a complete understanding of the stated requirement or problem. This may sometimes be a challenge. While, in some cases, the government buying
office will know exactly what it needs, in other cases, it may not know or may use conflicting or vague terminology. In either event, it is your responsibility to demonstrate
your understanding of the requirement; it is not the responsibility of the buying officer to interpret your understanding. If your proposal does not respond to the stated
requirement or responds to only part of the requirement, it will not be considered for a contract award and may not even receive a complete evaluation.

- Demonstrate that you are qualified. This means that not only must you demonstrate your understanding of the problem or requirement, you must also demonstrate your
ability to solve or meet it. Include your staff's qualifications, relevant facilities and equipment, as well as any other qualifications that are specific to the project you are
bidding on. Your proposal should clearly communicate your ability to successfully perform the contract. Documentation of successful fulfillment of past contracts may also
help prove your point.

- Respond to the stated evaluation criteria. Section M of the solicitation identifies the factors that the buying office will look at when evaluating your proposal. Cost is but
one factor. If your proposal does not respond to these criteria, it will be judged to be technically unacceptable and will not be considered for contract award.

Follow the required proposal format. Section L of the solicitation specifies which topics should be covered in your proposal as well as the order in which they should be
presented. If you do not follow the required content format and organization, you risk neglecting or omitting important information, which will result in rejection of your
proposal.

- Provide adequate management and cost information. Demonstrate your ability to manage the work and account for all of the costs involved in performing the contract.
Also provide adequate cost and pricing data.

Proofread and critique your proposal. Writing an effective proposal requires time, patience, and care. Be prepared to write, evaluate, and rewrite, as necessary.
Rewriting gives you the chance to improve the quality and responsiveness of your proposal. Pay attention to detail. Good grammar and spelling count. If necessary, ask
another person with those skills to proofread the final draft for you.

Provide clear explanations. If you use abbreviations, acronyms, or in-house or trade terms, make sure that you spell them out or define them, at least the first time they
are used. You might refer to something like "ASC II" and assume that all those who read your proposal will know what you mean. They may not. It could end up costing
you some points, since you are not being clear on what you are trying to say.

Attend a proposal-writing workshop. There are a number of good ones offered through Procurement Technical Assistance Centers.

Keep a database of all your project proposals. This can end up saving you time and money down the road. The next time you have to write a proposal, you can go
back and perhaps use all or part of a proposal that you did in the past.

- Make Plans for an Oral Presentation. The government may require prospective offerors to give an oral presentation as part of the selection process. In the GSA, they
record this on video for later review. When they request the officers to come in and do a presentation, that does not mean the sales manager; it usually means the
president, and the vice-president of marketing if the company is big enough. If you're a woman-owned business, that means the "woman" not the male sales manager or
husband. If you represent yourself as a certain business type, be sure that comes out at the presentation. This could mean the difference between being the winner or
requesting a post-award debriefing. This is your opportunity to demonstrate why your company is the answer to their requirement.

Submit Your Bid

Congratulations, you have arrived at the last step: submitting your bid. You can do this via the U.S. mail, UPS, RIP, or another carrier. However, it is important to keep in mind
that if your bid is late, the U.S. mail is the only carrier that the government will recognize for consideration of a late bid. But before you seal up that envelope and send it in, take
a few minutes to go through our final checklist to help make sure that you have done everything you need to do.

Final Bid Checklist

= Have you placed your name on the bidder's list for supplies and/or services that you are qualified to provide? This means going to the CCR web page and filling out all the
fields.

- Have you read the solicitation carefully? If you wait to read it until after you get an award, you might be in for some severe shocks. For example, you may find out that the
packaging costs are greater than the unit cost. How are you going to handle that? Review the Bid.)

= Have you carefully read the specifications and standards that apply to this contract? Remember: It's your responsibility to find and get the specs before you bid. Where
applicable, you must also get the tech package, which contains the drawings. More than a few companies that have bid on contracts without seeing a print have been in
for a sad awakening when the inspector refused to sign off because they didn't meet contract requirements. (See the section on Getting Technical Data.)

= For those bidding online, it is important to check your bid information before hitting the Submit button. Check your calculations and make sure all fields are filled in. If you
have any questions contact the contracting officer.

- Did you bid on the exact parts that the buyer is looking for and do you propose to furnish material in exact accordance with the specifications, drawings, and description as
are in the contract solicitation? If not, you better tell the government how you propose to deviate and make sure that you will still be furnishing what they want. If you plan
on bidding with an exception, then you need to explain why as well as how the government will benefit. Be careful because you can only do this on a negotiated
solicitation. If the solicitation is a sealed bid you must bid the requirement first, then an alternative. The government can only consider the alternative if your offer is the low
one.

- If the product that you bid on requires qualification approval (i.e., a QPL), have you made sure that the approval number that you have entered is correct, and current and
was issued to the plant location where the product will be produced?

= Have you checked out all packaging and marking requirements? The government has some special packaging requirements that the commercial market does not have.
Sometimes the packaging costs can exceed the unit product cost.

- Have you checked and verified the unit prices for the contract? Check your math carefully: you don't want to lose the bid or lose money because of a simple arithmetic
error.

= Is your bid for delivery in exact accordance with the delivery requirements specified in the solicitation? If the buyer is looking for delivery in 45 days or less, do your
proposed dates fall within their requirements?

- Does your acceptance time conform to the requirements in the solicitation?

Have you requested any information or clarification on points that are not clear to you? Have you gotten them in writing? (If you don't have them in writing, then you don't
have them.)

- Have you properly completed the "Representations, certifications and acknowledgments" portion of the bid? Remember that if you are a Women-Owned Small Business,
you are not a Small Disadvantaged Owned Business. Or if you are owned by a large business, you are not a small business just because you have only 40 workers at
your location.

u

Have you entered your discounts correctly? (Note: You don't have to offer a discount.)
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= Have you signed the contract? We are serious here! Go back and make sure. Is the person who signed the contract authorized to do so? Your assistant cannot sign for
you unless he or she is authorized.

Have you read the whole contract . . . a second and even a third time?
Have you acknowledged all amendments on the bid? The buyer will automatically kick your bid out if you haven't.

Did you include any condition that would modify the requirements? In this regard, be careful of any transmittal or cover letters. If your normal company letterhead contains
any statement about terms, price, time of delivery, or anything else that goes to the substance of the bid, it will negate your offer as "nonresponsive" because you have
taken exception to the terms and conditions of the solicitation and your bid will be thrown out. All the government wants you to do is provide accurate and complete
information on the forms that have been provided to you. But, if you are responding to an RFP, you may have exceptions and need to use a transmittal letter. However,
make sure it doesn't have special terms and conditions on it.

= Did you include the correct number of copies? Make sure all of the copies are collated correctly, with no pages missing or out of order. Also make sure you keep a copy for
yourself.

Did you put enough postage on the bid?
If you are submitting a sealed bid, did you put the "Sealed Bid" label on the envelope and not on the bid itself?

Have you given yourself enough time to mail or overnight the bid to the purchasing office? UPS and RIP are not the U.S. mail. Bids sent by these methods, if they are
received late, do not qualify for consideration under the "late bid procedures" regulation. Isn't it nice to be able to blame it on the mailman?

0O.K., that's it! Run down to the post office and get your bid in the mail!

After the Bid

Well done! You have completed the work, gone through the steps and submitted your first bid. Now what happens? Basically, once you are finished with your part of the
process, it is time for the government buyer to take over and do its part. Once all of the bids are in, the buyer will begin evaluating all of the offers and ultimately make a final
decision on which company will be awarded the contract.

And what if your company is the one that is awarded the contract? What should you be doing and thinking about? We'll try to answer some of these questions and look at what
comes next. We will first look at how the evaluation process works and the factors that could influence who will win the award. We'll also offer some pointers on what to do
immediately upon receiving a contract.

We will then discuss the importance of quality assurance standards and provide a checklist for getting you started on setting up an effective quality assurance program for your
company. Finally, we'll discuss contract terminations and one of the most important and interesting things of all . . . getting paid.

= Bid Evaluation and Award: We tell you what government buyers look for when they evaluate your bid against others and how they decide on the winner. If you are being
considered for award, the government may want to perform a pre-award survey to make sure you are capable: we tell you how to prepare. Finally, we provide a checklist
of things you need to do right away if you are the winner.

- Quality Assurance Standards: Quality assurance is a crucial part of doing business with the government. How can you assure buyers that you will provide a quality
product? We explain the different levels of quality standards and tell you what you need to do to develop a good quality control program for your company.

= What To Know When Things Go Wrong: What happens when problems and issues arise that can't be easily resolved? We tell you what to expect and cover everything
from contract terminations to simple protests and disputes to court action.

- Getting Paid: Find out how you can help ensure prompt payment and what constitutes a "proper invoice." Also learn about the forms of payment: electronic funds transfer
and the government credit card.

Bid Evaluation and Award

Once the government buyer receives all the bids, the evaluation and award process begins. Here is an outline of what happens.

Non-Negotiated Bids (IFBs): If the solicitation is an Invitation for Bid (IFB)--a non-negotiated, sealed bid situation where best valued bidder wins--the bid is opened and the
information is recorded on what is referred to as a "bid abstract." This will be used as the bid history database. The abstract contains, in order of opening, the names of the
bidding companies, the items being bid, the prices quoted, and any other information that the bidding officer deems relevant.

This is important information that could prove to be very useful to you, whether you get the bid or not. And since the information contained in the bid abstract is considered
public information, you can get it just by asking. The government buying office will send you a copy of the abstract if you enclose a self-addressed stamped envelope along with
your bid. You should also include a letter stating that you are requesting the bid abstract under the Freedom of Information Act. (See now, isn't the government helpful? You
probably won't be able to get similar information from the private business sector at any time in the near future.)

Among the Business Tools are Sample Information Requests from Government Officials.

Tools toUse

With this information in hand, you can see where you stand in the bidding process. If your price quote is in the upper third of the price ranking, you are outside the competitive
range. If you find yourself in the middle third, you're getting there. If you are in the lower third, you are in the right place.

Remember that you will not win all bids. Figure that after you become an old hand at bidding, your rate will be, on average, about three out of ten. Take a look at the investment
in time and money you put in going after a commercial contract. It's the same plan of action with the government.

Negotiated Bids (RFPs or RFQs): If the solicitation is negotiated, in other words, if it is a Request for Proposal or Request for Quote, the information on bidding companies,
pricing, etc. is not public information. When the award is made, the name of the successful bidder and the contract price become public information.
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For more information, see these topics:

Factors Influencing Bid Outcome

Pre-Award Survey
- You Won It! Now What?

Factors Influencing Bid Outcome
Which factors do government buyers consider in looking at your bid and finally awarding the contract? Here are some of the most important:

Does Your Bid Meet All Essential Requirements? One of the first things that government buyers will do is make sure that your bid conforms to all essential requirements of
the solicitation. Does your proposal meet the evaluation factors? Check them carefully. Remember, it's not what you want; it's what they want. This includes exact conformance
to all the specifications, drawings, descriptions, and standards specified in the contract solicitation, as well as materials, delivery dates, packaging and marking requirements,
past performance history, etc. Often, these factors are referred to as "Best Value."

Are You Capable? Buyers will also consider whether you are capable of performing and delivering on the contract. Just because you know in your heart that you can do the
work is not enough for buyers. They will be looking at your technical capability and trying to make sure that you have the experience and know-how to do the work. Do you have
the production capability? If the contract calls for 100,000 widgets and you have one drill press and a milling machine and a part-time retired guy . . . well, they might see a
problem and you probably won't get the contract. Do you have a real place of operation? If you are manufacturing items out of your garage, then that could also be a handicap
in getting a contract. Here's a major consideration: financial capability. For some reason, reasonable business people think that if they are in financial trouble, a government
contract will be able to fix the situation and get them financially healthy again. Sorry, but if your business is in trouble, the last thing you want is a contract where the margins are
tight and you might have trouble getting financial help to do the work. The government buying offices are not in the business of starting and financing a private company!

What's Your Performance Record? Another important consideration for buyers is your past performance record. If you didn't meet a deadline on your first contract or if you
have a history of late deliveries on contracts, the government will not want to work with you. The government operates on strict schedules and when you don't meet one, the
government tends to get very upset and never forget. Even in cases where price is a deciding factor, the government now factors in past performance in figuring out the real
cost for an item.

You now can check your company's delivery status by going to the Business Partner Network (www.bpn.gov) web site--the single source for vendor data for the federal
government. The BPN search mechanism provides unprecedented access into several key databases across federal agencies (see Chapter 19, "Help from the Government" for
more complete coverage on BPN). When you go to the BPN site, check out your past performance record.

The Past Performance Information Retrieval System (PPIRS) contains report cards assessing a vendor's past performance in doing business with the government. It is made
available to government source selection officials who use the information as one of several factors in determining which company should be awarded a new contract.
Contractors are encouraged to validate their own past performance information and to refer to records in PPIRS when preparing proposals.

To access PPIRS, the contractor must register a past performance point of contact in the Central Contractor Registration profile and generate a Marketing Partner Identification
Number (MPIN). Your CCR POC is the only person with access to your company's active registration, therefore you need to contact your CCR POC to establish the MPIN.
Contractors may then log onto PPIRS using their DUNS number as a user ID and their MPIN number as a password. It takes about a week to update PPIRS with newly
activated MPIN numbers. New information is made available every Thursday morning.

Contractors who have successfully obtained an MPIN may find that there are no records available on them in PPIRS. This is either because the contractor has no contracts
meeting the thresholds for report cards (in DoD, $1 million for services and information technology and $5 million for systems and operations support; $100,000 for federal
agencies) or because the reports have not yet been written. Contractors are encouraged to contact their buyers to ensure that the reports are written.

Do You Have Adequate Quality Control? Government buyers want assurance that you will provide a quality product. You may not need to go all out and get certified under
strict international quality standards, but you should have a good, well-documented quality control program that tells all of your customers, including the government, how you
guarantee that you will provide quality products and services.

Computer-Based Awards Here's a little secret for you: You know that "good ol' boy network" you hear about so much? Well, for many buying agencies, there's no such thing
because new technologies allow for more buying decisions to be made automatically by computer software. For example, some 85 percent of the procurement at the Defense
Supply Center Columbus is done without human input.
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Automated Procurement Process
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The DLA-BSM Internet Bid Board System (DIBBS) is a web-based application that allows you to:

view and submit quotes

view Request for Proposals (RFPs)

view long-Term contracts & EMALL opportunities

access award information

view provisions, clauses and packaging specs

view price history

view technical data

access Acquisition Forecasts

access the Automated Best Value System (ABVS), your Performance Score used in award decisions
access DoD Procurement Gateway at http://dibbs.dscc.dla.mil

access award information

view provisions
Pre-Award Survey

The government's responsibility in evaluating a bid is to determine, first of all, the responsiveness of an offer to the solicitation. This is more of a technical process and consists
of checking all the paperwork and making sure there are no unacceptable deviations. The government must then determine whether the proposed winner is responsible and
capable enough to handle the contract.

To help make this determination, the government might perform what is called a Pre-Award Survey (PAS). The PAS is made in sufficient depth to assure that the proposed
award winner has the ability to meet the requirements of the solicitation. It may involve a full government team coming out to check a company's capabilities first-hand, or it may
entail nothing more than taking a look at the pertinent information about the company to determine if it is able to go ahead with the contract.

Among the Business Tools are:

' Standard Form 1403

' Standard Form 1404
Tnnls tn USE ' Standard Form 1405
Standard Form 1406

Standard Form 1407
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' Standard Form 1408

All of these pertain to Pre-Award Surveys. They are in Adobe Portable Document Format (.pdf), and you
will need the free Acrobat Reader to view and print the file.

Checklist for How To Prepare for the Pre-Award Survey: If you are the proposed winner of a government contract, there are certain things you can do to prepare for the Pre-
Award Survey to help ensure a favorable outcome for your company:

Select the person who will meet with the government survey team. This person should be empowered to speak for the company and should be completely familiar with the
details of the solicitation and of your company's offer.

If relevant, make available one or more technicians to answer questions.

Identify any disparities that may exist between the solicitation and your company's offer that should be resolved during the initial meeting with the survey team.
Think about how you can demonstrate actual technical capability, or the development of technical capability, on the proposed contract.

Get your production plan ready and available for review by the survey team.

Make sure your plant facilities and equipment are available and operable. If they are not, be prepared to demonstrate that they can be developed or acquired in time to
meet proposed contract requirements.

Be prepared to show that you can meet the transportation, packaging, packing and preservation conditions of the solicitation.
If industrial security clearance is required under the proposed contract, be prepared to show it.
Make sure that your labor resources have the proper skills or that personnel with the needed skills can be hired expeditiously.

Gather and make available to the survey team documentation, such as previous government contracts or subcontracts or commercial orders, to demonstrate a past
satisfactory performance record with regard to delivery, quality and finances.

Look over your production plan and make sure that you can demonstrate a capability to meet contract schedules.

Gather financial documentation for the team financial analyst, including the company's current profit and loss summary, balance sheet, cash flow chart and other pertinent
financial information.

Prepare a listing of available tools and equipment for the team production specialist.

Make sure that plans are in place for vendor supplies and materials or subcontracts to assure that the final delivery schedule can be met. Make sure that these plans are
verifiable.

Review any technical data and publications that may be required under the proposed contract and make sure you understand them.

If the contract is a type other than a firm-fixed price or if you have requested progress payments, prepare adequate accounting documentation for review by the audit
agency representative of the team.

Review your quality control program and make sure that it is workable and consistent with the quality requirements stated in the contract. Be prepared to go over the
details with the survey team.

If government-furnished equipment, property or material is involved in the proposed contract, make sure you have established procedures in accord with the regulation
stated in the contract.

Prepare any other information or data that might be pertinent in assisting the government team.

As you become more experienced in the government market, you will find that all this takes less and less time. As with anything new, there's a learning curve.

Work Smart

What if you get turned down? There may be a "second bite of the apple" for you if your company is a small
business and gets turned down on the Pre-Award Survey. If you can convince the Small Business
Administration that you can do the work, the SBA could decide to back you and issue you another pre-
award, known as a Certificate of Competency. The Certificate of Competency is like a bond and will allow
you to receive the contract. If you're not sure how to go about applying for a Certificate of Competency,
contact your local PTAC for assistance.

You Won It! Now What?

Now, to the big question: What happens next if your company is the one that is awarded the contract? After you have congratulated yourself, what should you be doing and
thinking about? Simply put, it is now up to you to fulfill the requirements of the contract, whether it's to produce a product, provide a service or build a structure.

Although it is impossible to cover the infinite variety of situations that might be involved in any given contract, we can offer a checklist of the actions you need to take
immediately upon receiving a contract. The items on the checklist may seem obvious to you, but most companies get into trouble simply because they fail to do the obvious.

Contract Performance Checklist

Reread the Contract. You probably hoped that you had heard the last of this, but here we go again. The first thing you should do upon being awarded a contract is to
read, read, read the provisions. Recheck your delivery dates, packaging requirements, reports you may be required to submit, and delivery destination. Make sure you
haven't missed something -- let's hope you are not surprised at what you may find.

Record Important Contacts. Look on the face of the contract and jot down the name, address, telephone number, and e-mail address of the following contacts so you will
have the information handy for on-going reference:

Procuring Contracting Officer (PCO)
Administrative Contracting Officer (ACO)
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= Paying Office

Government Inspector (You should be contacted by this individual. This might be a local person who will work with you to get the contract completed. If it is a military
contract, the local Defense Contract Management Agency (DCMA) should be a big help to you. Think of these people as part of your management team to help
complete the contract.)

- Don't Take Unnecessary Actions. If the PCO or the ACO directs you to take a specific action, you must do so. But don't act on anyone else's direction! If you do, you will
be liable for any costs or consequences that may result. Only the PCO, ACO, Contracting Officer's Representative (COR) or the contract itself can authorize you to take
any action.

- Resolve Any Questions. If you have any questions about what a specific provision means or if you find any inconsistencies in your contract, contact the Contracting

Officer (CO) immediately and ask for a meeting or “post-award conference." Open the lines of communication and develop a good working relationship right away. If you
are really new to the process, ask for all the assistance that the CO is willing to give you. There is no question that is too "dumb" or "embarrassing;" what is really
embarrassing is not performing on the contract. Address any problem right away before it gets out of hand.

- Keep accurate, timely and well-documented records. Even in this paperless society, a paper trail is important. You have no case if you can't prove what was said and
done. We have found that simple misunderstandings can easily degenerate into a "he said, she said" sort of situation where no one wins and the relationship with the
government people becomes, shall we say, “touchy.”

= Determine internal responsibilities. Make sure your people understand what is to be done and in what time frame. This will help ensure that everything goes smoothly
and that delivery is made in accordance with the terms of the contract.

- Issue orders and plan production. Place any long lead items on contract immediately to ensure that there will be no holdup with production.
Produce/provide the service. If everything was planned out properly, this part should go relatively smoothly. If not, don't forget to keep the Contracting Officer informed. If
you see that delivery under the contract may be affected, seek an extension before the due date to avoid being delinquent.

- Review your quality control program. Make sure procedures are in place and are adequate to guarantee that the quality of the item will meet government requirements.

If necessary, update your procedures and your manual.

Copy this checklist, and then put it and all other information in the work order or folder. If you miss something, this will make it easier to go back and make changes.

Quality Assurance Standards

Every customer wants a quality product, and the government is no exception. When the government purchases products or services from your company, you will be subjected
to a very definite standard of quality as specified in your contract. The level and type of quality standard that you will be required to meet will depend on the product or service
being purchased. For example, an extensive quality requirement would probably not be imposed if you are producing a non-complex item, since simple measurement or testing
would be able to determine whether it conforms to contract requirements.

To assure the government, as well as other prospective customers, that you will provide a quality product, you need to have a well-documented quality assurance (QA) program
in place. Your program should provide a systematic approach for evaluation, inspection, testing, calibration or whatever is needed to monitor and assure the quality of your
product. And, most importantly, that approach should be written down.

In the Business Tools area is a Sample Quality Assurance Manual that you can use to help develop a QA
program for your company.

Tools toUse

From the government's point of view, the purpose of a quality program is to provide a way to assure that an item complies with contract specifications. From your point of view,
the purpose is twofold: It will attract and assure government buyers, and perhaps even more importantly, it will also save you money by providing you with the necessary
indicators and tools to identify problem areas and the means for correcting those areas. It will make you look at every aspect and phase of your manufacturing and operating
processes as well as the results of those processes. If a process results in a bad output, you will be able to identify where changes need to be made to produce an acceptable
product.

Example

The owners of a small company in the Midwest that manufactured items for the government had no quality
control system, but they did have a 100-percent acceptance rate with the government inspectors.
However, they were losing money and couldn't figure out why.

Example

Their approach was to scrap all the items that didn't meet government specs, let the government see only
the "good" items, and simply buy enough materials to accommodate the high scrap rate. While this
approach resulted in a high acceptance rate, the high cost of materials ate into their profits and hurt the
company financially. A good quality control system would have helped them identify the real problem,
reduce the amount of scrap, and cut the cost of materials.

Set up a good quality control system and it will pay for itself by reducing material and operational costs, and will make your company more attractive to prospective customers.
Remember that the government, like any customer, wants a quality product, on time and at a reasonable price. No more, no less. And these days, ISO certification becomes a
marketing tool to help sell your company.

A high-quality QA program will also assure that the reliability and quality of the product are maintained throughout the life of the product. Companies that do business with the
government need reliability assurance, since the government now requires guarantees on some of their purchases. Also, an aggressive quality control program will prevent
product degradation below some minimum requirement that you set.
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The government assures quality by reviewing a contractor's inspection system, quality program, or any method used by the contractor to assure compliance with the contract
requirements. But, regardless of the government's quality assurance actions, the contractor is responsible for inspecting and controlling product quality, and for offering to the
government only materials that conform to contract requirements, either as an individual item or in conjunction with any other item.

Warning

H Caution

All government quality assurance requirements are spelled out in Part 46 of the Federal Acquisition Regulation
(FAR). Any language that you will see in a bid or contract related to quality control consists of clauses
extracted from this Part.

For more information, see these topics:

Contract Quality Requirements

Higher-Level International Standards
Higher-Level U.S. Standards
Certificate of Conformance

How to Develop Your QA Program

Contract Quality Requirements

When the contracting officer issues a sealed bid (IFB) or a request for proposal (RFP), the solicitation will specify the quality provisions that will be required by the government.
Every solicitation or bid will include one of four basic categories of QA coverage for assuring conformance of products and services to contract requirements:

Contractor's existing quality assurance system (applicable to contracts for commercial items). When the government buys commercial items, it may rely on the
contractor's existing quality assurance system, without government inspection and testing. However, if customary market practices for the commercial item being bought
include in-process inspection, then the government may do some inspection and testing by its own personnel. Any in-process inspection conducted by the government
must be conducted in a manner consistent with commercial practice.

Inspection by the contractor (applicable to contracts for non-commercial items $100,000 or less). When a contract for non-commercial items (i.e., items built to
government specs) is expected not to exceed the simplified acquisition threshold of $100,000 or less, the government may specify that the contractor is responsible for
performing all inspections and tests necessary to substantiate that supplies or services furnished conform to contract quality requirements. However, the government may
impose stricter requirements if it has special needs that require a greater degree of quality assurance.

Standard inspection requirements (applicable to contracts for non-commercial items over $100,000). When a contract for non-commercial items is expected to
exceed $100,000, the government may require the contractor to provide and maintain an inspection system that is acceptable to the government. The government also
has the right to conduct inspections and tests while work is in progress and to require the contractor to keep and make available to the government complete records of its
inspection work. Here we are talking about more complex items, such as sub-assemblies, minor components, or items critical to function or safety.

Higher-level quality standards (applicable to complex or critical items; contracts may be for less than $100,000). When a contract is for complex or critical items,
higher-level requirements are applicable. The contracting officer is responsible for identifying the higher-level standard(s) that will satisfy the government's requirement.
Examples of higher-level standards that the contracting officer may cite are ISO 9001, 9002, or 9003; ANSI/ASQC Q9001, Q9002, or Q9003; QS-9000; AS-9000;
ANSI/ASQC E4; and ANSI/ASME NQA-1. (We discuss some of these standards in more detail, below.) This quality level would be required when it is important for control
of work operations, in-process controls, and inspection or attention to such factors as organization, planning, work instructions, documentation control, etc.

Higher-Level International Standards

I1SO international standards, developed by the International Organization for Standardization (ISO) based in Geneva, Switzerland, are considered among the world's strictest
and highest quality standards. The ISO, a non-governmental organization established in 1947, comprises a worldwide federation of national standards bodies from each of 100
countries. The organization aims to facilitate the international exchange of goods and services by establishing international standards and reconciling regulatory differences
between countries.

SO standards contain precise criteria for the features and characteristics of products and services to ensure that these products and services are fit for their purpose. For
example, the format of credit cards is derived from an ISO international standard. Complying with an international standard, which defines such features as the optimal thickness
(0.76 mm) of each card, means that the cards can be used worldwide.

International standards thus contribute to making life simpler and to increasing the reliability and effectiveness of the goods and services that we use. Coordinated standards for
similar technologies in different countries or regions can also effectively remove so-called “technical barriers to trade."

The scope of ISO covers all technical fields, except electrical and electronic engineering, which is the responsibility of the International Electrotechnical Commission (IEC). The
|IEC is the international standards and conformity assessment body for all fields of electrotechnology. The work in the field of information technology is carried out by a joint
ISO/IEC technical committee.

The ISO issues the certifications and certifies individuals that work with companies in setting up ISO standards in their business. ISO certification is very pricey; on average, it
runs between $20,000 and $35,000 per year. A company can't say that it is ISO unless a certified ISO auditor has declared it so. Because of the cost of ISO, some contracts will
specify ISO compliant. While this doesn't require certification, it does mean you are taking steps in that direction.

- ISO 9000
= ISO 14001
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ISO 9000

1SO 9000 is a kind of “International Good Housekeeping Seal of Approval.” It's actually part of a series of standards referred to by numbers--1SO 9001, 9002, 9003 refer to
standards for quality management; ISO 14000s refer to standards for environmental management, and so forth. These and other international standards are administered via
the International Organization for Standardization (commonly referred to as ISO’), founded in 1947 and based in Geneva, Switzerland. (Several previous efforts at international
standardization were halted due to WWII, and I1SO took up where those left off.)

Early on, only engineers knew or cared about ISO standards. The national standards bodies from many countries got together to set up some common industrial standards to
facilitate international trade and allow for mutually beneficial exchange of information, technology and science. Today there are 130 countries participating. Initially, they were
focused on industrial topics such as temperature, weight, measures, material strength and other obsessions of the world's mechanical engineers.

In current times, you benefit every day from the 1SO's work. For example, every time you swipe a credit card, load film into your camera, or run a ream of paper through your
Xerox machine or printer, you are benefiting from an ISO standard. You can print your letters on any printer in the world thanks to ISO 256, which standardized paper sizes so
manufacturers know how to build their printers and paper mills know how to cut their stock to fit. You can buy the right speed film for your fancy new camera in any country in
the world. No need to pack a dozen rolls before you leave on vacation and risk running them through the airport X-ray machines. Your Visa card works fine in Toledo, Ohio or
Toledo, Spain. And think of the standardization benefits for the computer and telecommunications industries . . . so necessary to our Global Village!

Your prospective customer wants to know if you're ISO 9000 certified so that he'll be confident he can rely on the conformity of your products or processes or services to ISO
9000 quality standards. Many industries require their suppliers to acquire this certification. It saves them time and money, and enhances quality and safety, regardless of the
country of origin of the parts or products they may be using.

1SO 9000 is a set of five universal standards for a Quality Assurance system that is accepted around the world. Ninety countries have adopted ISO 9000 as national standards,
and the federal government is moving closer to having ISO as the one, so to speak, standard to replace its major systems standard, MIL-Q-9858.

When a customer, such as the government, purchases a product or service from a company that is registered to the appropriate ISO 9000 standard, the customer has important
assurances that the quality of what it receives will be as it expects.

1SO 9000 registration is rapidly becoming a must for any company that does business with the government or overseas involving complex or critical items. Many industrial
companies require registration by their own subcontractors, so there is a growing trend toward universal acceptance of ISO 9000 as an international standard.

The most comprehensive of the 9000 set of standards is ISO 9001. It applies to industries involved in the design and development, manufacturing, installation and servicing of
products or services. The standards apply uniformly to companies in any industry and of any size.

Many companies require their suppliers to become registered to ISO 9001, and because of this, registered companies have found that their market opportunities have
increased. Registered companies have also had dramatic reductions in customer complaints, significant reductions in operating costs and increased demand for their products
and services.

A company in compliance with ISO 9001 ensures that it has a sound Quality Assurance system, and that's good business. ISO 9002 is almost identical to ISO 9001, except that
the provisions on "Design Control" are only applicable to 9001. Therefore, ISO 9001 is the appropriate standard if your organization carries out the innovative design of products
or services; otherwise 1ISO 9002 is applicable.

ISO 9001 or ISO 90027

1SO 9001, entitled "Quality System: Model for quality assurance in design/development, production, installation and servicing," applies in situations when:

design is required and the product requirements are stated principally in performance terms, or they need to be established, and

= confidence in product conformance can be attained by adequate demonstration of a supplier's capabilities in design, development, production, installation and servicing.

1SO 9002, entitled "Quality System: Model for quality assurance in production, installation and servicing," applies in situations when:

the specified requirements for the product are stated in terms of an established design or specification, and

= confidence in product conformance can be attained by adequate demonstration of a supplier's capabilities in production, installation, and servicing.

1SO recognizes the importance of small businesses in this chain of supply and manufacture, and even has a special page on its web site pointing you to resources geared to
firms of your size. There are also software products to help you step through this process. And, if you don't want to wade through this standardization, certification and audit
process on your own, you can always hire a consultant to do it for you. Underwriters Labs (UL) is probably the most familiar provider of these services on that particular list of
consultants.

*Now before you all bury us in e-mail pointing out that ISO is not the proper acronym for International Organization for Standardization--which you would logically conclude
would be 10S--be advised that ISO is not an acronym at all. ISO, according to its web site, is a Greek word meaning "equal." (A la the dreaded Isosceles triangle of your
sophomore year in high school, remember?) Think of the word isometric, which means "equal measure." By using a word, I1SO, instead of an acronym such as 10S, the
organization avoids the confusion that would result from translating International Organization for Standardization into 130 different languages, creating a plethora of different
acronyms for the same body. ISO is ISO in every language and nation of the world. How's that for standardization!

ISO 14001

Before we end our discussion of ISO standards, we want to mention ISO 14001, an emerging international standard for environmental management systems (EMS). The ISO
14000 series is a voluntary set of standards intended to encourage organizations to systematically address the environmental impacts of their activities. The goal is to establish
a common approach to environmental management systems that is internationally recognized, leading to improved environmental protection and reducing barriers to
international trade.
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1SO 14000 is a management system standard, not a performance standard. It is intended to be applicable to firms of all shapes and sizes around the world. The standard does
not require specific environmental goals.

Instead, it provides a general framework for organizing the tasks necessary for effective environmental management, including planning, implementation and operations,
checking and corrective action, and management review. The series of documents that encompasses ISO 14000 includes components such as environmental management
systems, environmental auditing, environmental labeling and product life cycle assessment.

The 1SO 14001 standard, which lays out requirements for establishing an EMS, is the centerpiece of the series. In order to qualify for ISO certification, firms must meet the
requirements laid out in the 1ISO 14001. All of the other standards in the ISO 14000 series provide supporting guidance.

1SO 14001 is currently the subject of heated debate. Proponents of ISO 14001 argue that the new standard will be an effective tool for improving industrial environmental
performance and help to ease burdens on environmental regulators. At the same time, many in the environmental community worry that compliance with ISO 14000 does not
guarantee environmental improvements.

Work Smart

There are several web sites that offer information about ISO standards. Search for "ISO" or "ISO
standards" to get a list. You can also receive information by contacting:

American National Standards Institute
11 East 42nd St.

New York, NY 10036

Phone: 1-212-642-4900

Fax: 1-212-302-1286

Higher-Level U.S. Standards

In the previous discussion, we mentioned that the U.S. government is moving closer to having ISO as the one, so to speak, standard to replace its major quality assurance
standard for complex military systems and hardware, MIL-Q-9858.

But a funny thing about the government, particularly the military, is that old habits die hard. Two quality assurance standards, MIL-1-45208 (An Inspection System) and MIL-Q-
9858A (A Quality Program), have been canceled, but live on in contract terminology:

MIL-1-45208

MIL-Q-9858A
. MIL-1-45208
= Entitled "An Inspection System," this quality specification pertaining to military items sets forth the objectives and essential elements of an inspection system, and

was referenced in a contract whenever an inspection system was required for the item. This system was used when technical requirements required in-process as
well as final end item inspection, including control of measuring and testing equipment, drawing and changes, and documentation and records.

= This requirement impacted both large and small businesses alike. In simple terms, it meant that you had to document your inspection system to assure continuity.

= This spec was canceled a few years ago, along with MIL-STD-45662 (calibration standard), but there are many contracting officers and contracts that still require
it, but don't use the name.

In the Business Tools area is a Sample Quality Assurance Manual that you can use to help develop a QA
program for your company. It is based on MIL-1-45208.

Tools toUse

MIL-Q-9858A

Entitled "A Quality Program," these requirements are sometimes still referenced whenever the technical requirements of a contract require such things as control of work
operations, in-process control, inspection, organization, work instructions, documentation control and advanced metrology. This specification is intended for use in contracts that
involve complex types of military hardware and systems.

Folks, this is not for the faint of heart. Don't try to put one of these together yourself. Our best advice is to get an expert to help you. By the way, this standard has also been
canceled and mostly replaced by the ISO series

Certificate of Conformance

A Certificate of Conformance may be used in certain instances instead of source inspection at the discretion of the contracting officer. When a Certificate of Conformance is
provided for in the contract, it gives the Contract Administration Office an option to allow material to be accepted and shipped without being inspected.
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However, this option is exercised only when product quality history is excellent. When it is exercised, contractors are notified in writing by the inspector that the Certificate of
Conformance procedure is applicable and the company can ship. Without this written notification, the contractor must expect regular inspection of product before shipment.
Remember that the Certificate of Conformance is for the convenience of the government, not the contractor.

How To Read Specs and Standards

Federal Specifications: The titles of federal specifications begin with a series of letters, followed by another letter and a serial number, and possibly a letter indicating the latest
revision of the specification. The letter A represents the first revision, B represents the second revision, and so on. For example, A-A-104 is a federal spec for toothpaste. A-A-
104B is the second revision of this spec.

Military Specifications: The titles of military specifications begin with the letters MIL, MS, or DOD, followed by the first letter in the first word of the title, a serial number, and
possibly a letter indicating the latest revision of the specification. It may also be followed by a number in parentheses indicating the last amendment to the specification.

"Revisions" represent major changes to a specification, and a revised specification supersedes all of the earlier versions. The letter A represents the first revision, B represents
the second revision, and so on. "Amendments" represent minor changes to a specification, and an amended specification supplements, but does not replace, the latest revision
and all earlier amendments.

For example, MIL-C-85322 is a military spec for "Coating, Elastomere, Polyurethane, Rain Erosion Resistant, For Exterior Aircraft Use." DOD-L-85336 is a military spec for
"Lubricant, All Weather (Automatic Weapons)." DOD-L-85336A represents the first revision of DOD-L-85336. MIL-L-85314A (1) is a military spec for "Light Systems, Aircraft,
Anti-Collision, Strobe." MIL-L-85314A represents the first revision of MIL-L-85314. This first revision has been amended one time [indicated by the (1)].

Industry-Wide Standards: The titles of industry-wide standards begin with the letters in the abbreviation of the appropriate association, institute or society, followed by
identifying letters and/or numbers. For example AWS A6.1-66 is an industry-wide safety standard for "Gas Shielded Arc Welding" from the American Welding Society (AWS).
ANSI B4.1-67 is an industry-wide standard for "Cylindrical Parts, Preferred Limits and Fits for" from the American National Standards Institute (ANSI).

For more information, see these topics:

u Quality Requirements for Subcontractors

Assuring Measuring and Testing Requirements

L Assuring Packaging and Shipping Requirements

Quality Requirements for Subcontractors

- Right about now, you may be thinking to yourself, "If | am just a subcontractor, | won't have to do all this quality stuff, will 1?" Guess again.

- In many instances, a prime contractor will find it necessary or desirable to pass along the quality requirements to the subcontractor. Why? The prime contractor is
responsible for the quality of materials supplied by the subcontractors or suppliers, and it is in its best interest to assure that all suppliers are capable of providing
the materials and meeting the quality requirements of the prime contract.

- The only way that the prime can assure itself that you can do quality work, on time and within budget, is to inspect your systems and get them approved. The day
of the "pal" or "buddy" at the prime level that will issue a contract just on an owner's assurance that the company can deliver the required product is becoming a
thing of the past. Many a small business that had this type of relationship has found, to their woe, that it must still have some kind of quality control system in
place. So you must market your company in ways that you might not have had to before.

- To the surprise of many contractors and subcontractors, government contract quality assurance at the subcontractor level does not relieve the prime contractor of

any responsibilities under the contract nor does it establish a contractual relationship between the government and the subcontractor. So, if you think that you are
getting out of some of the quality "stuff" by being a sub, think again.

= The prime might, under a special exception or for a particular job, let you slide by without a QA program for a while, but it will eventually want to see a formal
program in place or it won't want to work with you. Therefore, you may as well start creating your own program now, and do it to your satisfaction, without having
the pressure of having to create one on the eve of a bid contract that you really want.

= Assuring Measuring and Testing Requirements
= Some years ago, there was a really nice spec, MIL-STD-45662, that thoroughly explained the how and why of what you needed to do to establish and maintain a

system of all measurement and test equipment used in the contract. Now you must use Calibration Systems Requirements (ISO 10012-1, ANSI/NCSL Z540-1),
which replaced the old 45662 standard.

= Although the new spec is shorter, we miss the way that the 45662 explained what was needed. It was a great help for new contractors that had never had a
calibration system and, for the most part, was easy to follow.

- You may be able to get a copy of the old 45662 standard by contacting the Information Handling Services Group Inc. and ordering the historical files from them.
They will charge a fee, but you might find it a good first step in creating your QA system. Contact your local PTAC because they may be able to get the
information specs and standards at less cost to you than through a commercial source.

Assuring Packaging and Shipping Requirements

As we have already mentioned, packaging requirements are a big deal when you do business with the government. They need to be carefully considered and analyzed, not only
in pricing out a bid, but also in implementing a QA program. To aid your understanding, we think it would be helpful to define the terms "packaging" and "packing" the way the
government defines them.

Packaging is defined in the Governments Contract Dictionary as:

= "an all-inclusive term covering cleaning, preserving, packaging, packing, and marking required to protect items during every phase of shipment, handling, and storage."

= "The methods and materials used to protect material from deterioration or damage. This includes cleaning, drying, preserving, packing, marking and unitization."
(Unitization is a government term that defines the "unit" of shipment and refers to a grouping of items for shipment.)
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Packing is: "the assembling of items into a unit, intermediate, or exterior pack with necessary blocking, bracing, cushioning, weatherproofing and reinforcement."

The reason that we defined these terms is that some companies might think that if they produce a quality part, all they need to do when they ship is drop it in a box with some of
those "peanuts” and send for UPS. As the definitions imply, there is more to it; a lot more. To further illustrate, let's look at what might be required in the packaging of a part that
might be used by the Army.

Assume that your company was contracted by the Army to manufacture a simple, inexpensive item, specifically a "block" consisting of a metal piece approximately 2x4 inches
made of a specified material that will withstand high pressure.

So how would you have to package this little block? Under typical government packaging requirements for such a product, the block must first be packed into a plastic package.
The plastic package must then be put into another pack that is cushioned and reinforced. A water/vapor seal is then put over the entire package. The sealed package is then
packed into a shipping container.

Sounds like a lot for just one item, right? Well, that little block is part of a 155 mm howitzer cannon and is used to fire rounds (those big pointy things that explode when they
land). And although this may seem a somewhat roundabout and melodramatic way to show the importance of packaging, the typical civilian usually does not realize how the
part he or she is working on will be used or delivered to its ultimate destination. The little block might be headed for a 10,000-mile flight, dropped out of a plane at 5,000 feet,
and must be ready to work the first time, and every time, when it lands.

In addition, as electronic technology becomes more complex, expensive and sensitive to damage, protecting electronic products and the work environment is a key government
goal. And one place this is reflected is in packaging standards.

So although packaging requirements on a government contract can sometimes seem complex and difficult, if you're smart and do your homework, you can be successful at
meeting the challenge.

Packaging Levels and Specs

The government uses 3 levels of packing and protection:

1. Level A, Maximum Protection, is used for the most severe shipment, handling or
storage conditions, or for unknown transportation or storage conditions.
Examples: All-wood boxes, sheathed crates, plastic or metal specialty
containers.

2. Level B, Intermediate Protection, is used for known and favorable shipment,
handling and storage conditions. Examples: Single-, double-, or triple-walled,
weather-resistant fiberboard, sealed at all openings.

3. Level C, Minimum Protection, is used for known and most favorable shipment,
handling and storage conditions. Example: Domestic fiberboard or paperboard.

To give you an overview of what is involved in "packaging,” we are listing three packaging specifications, below. But because this area is so complex, we recommend that you
get an expert to help you.

You can contact the government office administering your contract and request help from a government packaging specialist. Or, better yet, you can find a packager that has
experience in working with the government and form a partnership with that company. Then you, the packager, and the government will all come out fine.

Sample Packaging Specifications
. . Revision/
Number Title Price Edition Date Pages
MIL-STD- DOD Materiel Procedures for Development and Application of
2073-1 Packaging Requirements $94.00|D 121519991212
M->70" |Packaging Requirement Codes $48.00 |C 10/01/1996 |85
MIL-STD-726 |Packaging Requirement Codes $93.00 (H 06/23/1993 | 208

How To Develop Your Own QA Program

These days, if you don't have a good, well-documented quality control program in place, you are really limiting your business. We can't emphasize its importance enough, not
just in the government market, but in the commercial market as well.

The goal of your quality assurance initiative is to create written procedures that will assure full compliance with all contract requirements. Formal, written documentation provides
the government and your other customers better assurance that there will be consistency in the process and that, if a mistake is made, the cause can be traced to a specific
spot and then corrected. The government wants the who, what, where, when and how of your quality control, so you need to specify the details: Who is responsible, for what
specific function, at what stage of the process, etc.



Begin creating your program by first assessing where you are in your company with regard to quality control. There is a good chance that you already have effective procedures
in place, but that they are not formally written. You don't have to reinvent the wheel; just document the way you do your work and then organize the material into a manual or
handbook.

Tips on Establishing QA Procedures

Here are some things to consider as you start planning and developing your own Quality Assurance program -- whether you are looking to set up a full system to fulfill high-level
military or international standards or to establish quality standards for a non-complex item.

- As you establish quality assurance procedures and policies, be sure to write them down. This documentation will form the basis of your company's quality assurance
manual.

= Review the work rules and quality control policies and procedures that you and/or your employees already follow, but that up to now have just been verbalized. Start
writing them down. Also write down any "defect prevention” rules that your company may have.

- Take a fresh look at your operation end to end, and identify every function and activity that affects the quality of your product or services. Look for possible quality trouble
spots in every phase of the production, inspection and shipping cycle.

= If you don't already have them, set acceptance/rejection standards, procedures for controlling products that have been accepted/rejected, and a means of using failure
information to improve the quality of your product or service.

- Establish procedures to ensure supplier product quality control. Watch purchases to make sure that the people you buy from know and observe your quality requirements,
as well as any technical specifications.

= Set up procedures to ensure that any necessary measurement and test equipment is properly calibrated to the proper standard.

- Create procedures to spot defects as early in production as possible; for example, nonconforming material control.

- Decide which records and reports will be required to track all steps of the production, inspection and shipping cycles to identify existing and potential problem areas.

= Assign responsibility for administration and supervision of the various stages of your quality control program.

u

Let your government inspector provide some assistance. Contact the office administering your contract and ask for help.

Tips on Creating Your QA Manual

It is easier than you think to create your own quality assurance manual. We can't write it for you, but we can offer some tips:

= Please don't go out and copy a generic manual word for word from "Quality Control for Dummies" or get a manual from your Uncle Ned. It will not work for the government,
and, more importantly, it will not work for you. Many community colleges offer courses on quality assurance and show you how to build your own documentation. Plus, the
purpose of preparing written procedures and instructions is to establish a quality system that is effective for your company.

- Create your manual in a loose-leaf format so it will be easy to correct and update.
Organize your manual by process. In other words, create separate sections for each operation, such as materials purchased, manufacturing, inspection, packing and
shipping, etc.

= Include a Table of Contents to make it easier for you, your employees, and your customers to find what they need.
Include an Introduction page briefly describing the purpose of the manual and the person(s) responsible for administering and supervising the QA program. Also clearly
state the procedure that must be followed if and when any changes to your quality program and the manual are made. Finally, include the date the manual was prepared
or last revised.

u

Include any charts, forms, etc. that may be relevant to quality control.

Remember that the best manual in the world won't do any good unless all your employees, not just those responsible for quality assurance, know that producing quality
products is your company's prime goal.

What To Know When Things Go Wrong

For 95 percent of the companies doing business with the government, things run quite smoothly, contracts are successfully completed, and any issues or problems that do arise
are resolved by the contracting officer to everyone's satisfaction. However, for the rare few, problems and issues arise that can't be resolved and require more formal action--all
the way from contract termination to simple protests and disputes to court action.

It is these instances that we want to address here. Let's look at what recourses are available to the contracting parties (you and the government), and the procedures and
requirements that must be followed when things go wrong.

- Contract Terminations

Your Right To Protest and Dispute

Case Study: From Dispute to Court Action

Contract Terminations

Almost every federal contract contains a clause allowing the government to terminate a contract for the convenience of the government. In addition, most contracts in excess of
$25,000 contain a clause covering terminations for default when the government believes that a contractor failed to perform in accordance with the provisions of the contract.

Termination for Convenience

Termination for Default
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Termination for Convenience

A termination for convenience (T for C) allows the federal government to terminate all or part of a contract for its convenience. This type of termination protects the government's
interests by allowing cancellation of contracts for products that become obsolete or unneeded. The termination does not arise from any fault on the part of the contractor.

If the federal government terminates your contract for its convenience, it must notify you in writing. The notice of termination must contain the effective date of the termination,
the extent of the termination, and any special instructions.

The contract termination notice and clause generally require a contractor to stop work immediately on the terminated portion, to terminate all affected subcontracts, to perform
any specified unterminated portions of the contract, and to proceed promptly to settle termination claims, both its own and those of its subcontractors.

If you receive a termination notice and fail to follow these directions, you do so at your own risk and expense. You should also receive detailed instructions as to the protection
and preservation of all property that is, or may become, government-owned.

After termination, the government is required to make a fair and prompt settlement with you. Generally speaking, settlement takes the form of a negotiated agreement between
the parties. The idea is to agree on an amount that will compensate you fully and fairly for the work you have done and for any preparation you have made for the terminated
portion of the contract. A reasonable allowance for profit is also included. Settlement of cost-reimbursement contracts is somewhat simpler than that of fixed-price contracts,
since you will have been reimbursed on a cost basis from the beginning of the contract.

You are entitled to recover all allowable costs incurred in settling a termination for convenience. Those costs may include the following:

Preparation and presentation of claims
Termination and settlement of subcontracts
Storage, transportation, protection and disposition of property acquired or produced for the contract

Other termination activities

The federal government retains the right to approve or ratify any settlements made with subcontractors. When you and the government agree to all or part of your claim for
compensation as a result of the termination, a written amendment (known as a settlement agreement) is made to the contract.

Generally, termination halts regular payments to you under the contract. However, since you may have money tied up in finished and unfinished products, materials and labor,
most termination clauses provide you with interim financing through partial payments.

Termination for Default

A termination for default (T for D) means that the government believes that you, the contractor, have not performed in accordance with the terms of the contract.

The government may terminate all or part of a contract for anything that was done that was not in the interest of the government, including:

Attempted fraud

Failure to meet quality requirements

Failure to deliver the supplies or perform the services within the time specified in the contract
Failure to make progress and that failure endangers performance of the contract

Failure to perform any other provisions of the contract.

Cure Notice. Before terminating a contract for default because of your failure to make progress or to perform, the contracting officer will usually give you a written notice, called
a "cure notice." That notice allows you at least 10 days to cure any defects. Unless the failure to perform is cured within the 10 days, the contracting officer may issue a notice of
termination for default.

Show-Cause Notice. If there is not sufficient time for a cure, the contracting officer will usually send a show-cause notice. That notice directs you to show why your contract
should not be terminated for default. It ensures that you understand your predicament, and your answer can be used in evaluating whether circumstances justify default action.

Upon termination for default, you are entitled to payment on the contract only for items accepted by the government. Under a default clause, the government has the right to
repurchase the item elsewhere and charge any excess re-procurement costs to the contractor.

Excusable Failure To Perform. If you can show that your failure to perform the contract is excusable, your contract cannot be terminated for default. To be excusable, the
failure must be beyond your control and not caused by your fault or negligence.

Examples of excusable failure include:

Acts of God

Acts of a public enemy
Acts of government
Fires

Floods

Epidemics



Quarantine restrictions
Strikes
Freight embargoes

Unusually severe weather

Here's a happy thought! If, after termination, you are found not to be in default or the default is found to be excusable, the termination will be treated as one for the convenience
of the government. This means that not only will you have removed the tarnished image that a T for D gives a contractor, but you will also get some of your money back as well!

Your Right To Protest and Dispute

What if the contracting officer or buying agency makes a decision that you (the contractor) don't agree with or that you believe is incorrect? Government contracting regulations
provide contractors with several remedies, all the way from filing a simple protest or dispute to taking the government to court.

To begin our discussion, we need to distinguish terminology. Under government contract law, you have the right to "protest" and also the right to "dispute.” While these terms
seem very similar and are often used interchangeably in everyday language, government contracting regulations treat them differently.

Generally speaking, these rules give you the right to "protest” a defective bid or the award of a contract to another bidder. They also give you the right to "dispute" an issue or
disagreement with the contracting officer that arises after you have won and been awarded a contract.

In addition, you may have other options as well.

Protesting a Bid or Award
Disputing Contract Issues
Conflict Resolution: Other Options

Protesting a Bid or Award

By law, a protest must be filed by an "interested party," which means an actual or prospective bidder whose direct economic interest would be affected by the award of a
contract or by the failure to award a contract. In challenges to the government's evaluation of proposals and the award of contracts, this generally means a bidder that would
potentially be in line for award if the protest were sustained.

Although most protests challenge the acceptance or rejection of a bid or proposal, and the award or proposed award of a contract, defective solicitations or bids may also be the
basis for a protest. Such bid defects include allegedly restrictive specifications, omission of a required provision, and ambiguous or indefinite evaluation factors. In addition, the
termination of a contract may be protested if the protest alleges that the termination was based on improprieties in the award of the contract.

Therefore, in doing business with the government, you have a right to protest a bid or an award both before and after the award of a contract: You can protest the bid, you can
protest an award, and you can protest termination of a contract.

Take the opportunity to respond to a negative performance assessment when it first arises. The time to manage performance issues is during performance, not during the next
competition. And be on time with your protest; there are no exceptions for missed deadlines.

Protest Procedures

Reflecting the government's goal to ensure effective and efficient expenditure of public funds, and fair and expeditious resolution of protests to a solicitation or award of federal
procurement contracts, as well as reduce cases outside the agency, the regulations direct that, prior to submission of a protest to the contracting agency, all parties use their
best efforts to resolve concerns with agency contracting officers through open and frank discussions.

In cases where concerns cannot be resolved at this level and a protest is submitted to the agency, the agency is directed to provide for inexpensive, informal, procedurally
simple, and expeditious resolution of protests and to use, where appropriate, alternative dispute resolution techniques, third-party neutrals, or even another agency's personnel.

If a protest is received before the award of the contract, the contract will not be awarded, pending a decision on the protest, unless the items or services are urgently needed,
delivery or the performance will be unduly delayed, or the prompt award will otherwise be in the best interests of the government. If the protest is received within 10 days after
the contract was award, performance of the contract will be suspended, pending resolution of the protest. The contracting officer must notify all other eligible offerors of the
protest especially when the award will be suspended pending resolution of the protest. If a protest is received 10 days after award of the contract, the individual agency
procedures will determine how the protest will be handled. The contract performance might not be suspended or terminated in these cases unless it is likely that the award will
be invalidated and the delay will not be prejudicial to the government's interest.

Although the regulations encourage companies wishing to protest to seek resolution within the contracting agency before filing a protest with the General Accounting Office
(GAO), the regulations do allow the party to file with GAO for resolution.

Warning

\i; If you decide to bypass the contracting officer and buying agency and file your protest directly with the
GAO, keep in mind that this is the end of the line for your protest. The GAO's decision is final, and you

Caution cannot appeal it anywhere.
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In addition to keeping your avenues of protest and appeal open, protesting to the contracting officer or contracting agency instead of directly to the GAO has other advantages.
The company protesting can often gain additional time to gather more information that will assist it if it later protests to another forum.

Protests to GAO

There are some matters that cannot be protested to GAO. Among these are:

Contract administration -- The administration of an existing contract is within the discretion of the contracting agency. Disputes between a contractor and the agency are
resolved pursuant to the disputes clause of the contract and the Contract Disputes Act of 1978. 41 U.S.C. 601-613. In the same vein, GAO will not make decisions relative
to 8(a) awards to minority or socially and economically disadvantages firms unless there is a possibility of bad faith on the part of the government or violation of the
regulations.

Small Business Administration issues -- Among these issues are challenges of small business size standards and standard industrial classification, and issues relative to
8(a) awards to minority or socially and economically disadvantages firms, unless there is a showing of possible bad faith on the part of government officials or violation of
the regulations.

Affirmative determination of responsibility by the contracting officer -- A determination that a bidder is capable of performing a contract will not be reviewed unless there is
a showing of possible bad faith on the part of government officials or that definitive responsibility criteria in the solicitation were not met.

Procurement integrity -- GAO will not review a protest for a procurement integrity violation unless the interested party has reported the information it believed constituted
evidence of the offense to the contracting agency responsible for the procurement within 14 days after it first discovered the possible violation.

Protests not filed within the required time limits

Protests that lack a detailed statement of the legal and factual grounds of protest or that fail to clearly state legally sufficient grounds of protest as required under the
regulations

- Procurements by agencies not under the jurisdiction of the Federal Property and Administrative Services Act of 1949, 40 U.S.C. 472, such as the U.S. Postal Service and
the Federal Deposit Insurance Corporation

Subcontract protests -- GAO will not consider subcontractor issues unless the agency has agreed in writing and the award is made by or for the government, such as
when a contractor acts as a purchasing agent for the government.

Although many parties retain an attorney in order to benefit from the attorney's familiarity with GAO's bid protest process and with procurement statutes and regulations, an
attorney is not required for purposes of filing a protest. Under current regulations, if you win your protest, the contracting agency will pay your attorney's fees, but there is a cap
(currently $150 per hour). If fees exceed that amount, you will have to show special circumstances to justify a higher amount.

A protest to GAO must be filed within 10 working days of the protestor's learning of the initial adverse agency action. The GAO can then take up to 60 days to respond. If there
is an adverse decision by GAO, the contractor can file a Notice of Appeal, which can add another 90 days, or file suit in the Court of Federal Claims, which can take up to
another 12 months. Appeal by either party to the Court of Appeals for the Federal Circuit can take another 60 to 120 days. All in all, it may take up to four years to get a hearing
on claims over $50,000, although trial stage has been reached within two years in the Court of Federal Claims.

Protest or Not?

What's our conclusion about protesting? Think very carefully before you protest. In the past, some companies would protest every contract that they lost, which can create an
adversarial relationship that can work against you on current or future contracts. If you are going to protest, you must have a "real" reason (vs. just sour grapes) and you must
have evidence to back up your claim.

If you do decide to protest, it is probably best to get some advice before you do anything. Consult with your local PTAC to get started in the process and/or seek legal counsel.
You also should familiarize yourself with all requirements and procedures as well as your rights under Part 33.1 of the FAR.

Disputing Contract Issues

Now we turn our attention to the matter of "disputes," which is very different from a protest. As a government contractor, you have the right to "dispute” all material
disagreements or issues in controversy that relate to a contract and to file a claim.

According to the regulations, a "claim" means a written demand or assertion by one of the contracting parties seeking, as a matter of right, the payment of money; the
adjustment or interpretation of contract terms, including the period of performance; or other relief arising under or relating to the contract. A voucher, invoice, or other routine
request for payment or equitable adjustment that is not in dispute when submitted is not considered a claim. The submission may be converted to a claim, by written notice to
the contracting officer if it is disputed either as to liability or amount, or is not acted upon in a reasonable time.

Warning
Y
*\‘ Caution
e
Caution Only a contractor, as a party to a federal government contract, is allowed to file a dispute claim. This
intentionally excludes a subcontractor from being able to enter into the disputes process.

What kinds of issues do contractors typically dispute? Contractors dispute any number of things, including defective specifications, changing delivery dates, failure by the
government to supply a contractor with what he/she needs to fulfill a contract, or any other "event" that would keep a contractor from completing the contract or from being able
to perform the contract. The dispute is triggered when one of these events occurs and all informal attempts to resolve the issue fail.

Dispute Procedures
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A contractor who wants to dispute an action or issue is required to submit the claim in writing to the contracting officer. In it, the contractor should describe the situation, state
what action it is asking for, and request a final decision. After the contracting officer receives the contractor's written notice, he/she will have up to 60 days to respond. If the
contractor does not hear from the contracting officer within that 60-day period, the contractor may consider its request denied.

If the contracting officer denies the action, the contractor can file a written "Notice of Appeal” with the Contracts Appeals Board and send a copy to the contracting officer. The
contractor has only 90 days to do this.

Warning
Caution

Caution If your claim is denied by the Contracting Officer and you decide to pursue your claim with the Contracts
Appeals Board, carefully consider all the facts and document everything. Do not try to overstate or
exaggerate the facts to win your case. If you are found to have misrepresented a fact with intent to deceive
or mislead, your claim will be found to be fraudulent and you might have to pay a civil penalty. Whatever
else happens, your days of doing business with the government will be over forever.

If the contracting officer denies your action, you also have the option of applying directly to the Court of Federal Claims instead of going through the Notice of Appeal process.
This court is authorized by the Contracts Disputes Act to hear and decide an appeal of a contracting officer's final decision, but it can take up to a year before you receive a
decision.

One major consideration is time. Claims under $100,000 tend to move through the system faster then a claim over that amount. This is because the Board of Contract Appeals
is mandated to make a decision within 60 to 120 days, respectively. The smaller claims will take priority and the board will postpone an appeal concerning a larger dollar
contract. The Court of Federal Claims could take up to a year or more just to reach the trial stage. If the dollar amount of the contract is large enough, the dispute could
conceivably go to the U.S. Supreme Court.

Work Smart

If you decide to go through the dispute process, you can probably do most of the work yourself in the early
stages if you read the FAR, follow the rules, and/or get help from a PTAC. However, if your claim is denied
by the Contracting Officer and you want to appeal the adverse decision, you will need legal assistance in
these later appeals. For information, check out this site.

Conflict Resolution: Other Options

While we want to let you know about your right to dispute and appeal, we also want to make you aware that the government's stated policy is to try to resolve all contractual
issues in controversy by mutual agreement at the contracting officer's level. Government rules state that reasonable efforts should be made to resolve controversies, prior to the
submission of a claim. And where appropriate, agencies are encouraged to use ADR procedures to the maximum extent.

Traditionally, contracting parties have relied on claims and litigation to resolve disputes. In the interest of economy and efficiency and achieving a "win/win" situation for both
agencies and contractors, less confrontational resolution procedures are being utilized more and more often. Communication and openness throughout the procurement
process greatly reduce conflicts. The Office of Federal Procurement Policy has recognized the value of such procedures by including an agency commitment to institute an
informal, timely conflict resolution mechanism for resolving pre- and post-award issues. Here are three techniques that are being used:

Partnering. This is a technique for preventing disputes from occurring. Under this concept, the agency and contractor, perhaps along with a facilitator, meet after a contract is
awarded to discuss their mutual expectations. The parties mutually develop performance goals, identify potential sources of conflict, and establish cooperative ways to resolve
any problems that may arise during contract performance.

Creating a partnership agreement signed by all parties (i.e., contracting officer, quality assurance evaluator, program office, and contractor) creates a "buy in" to the overall goal
of satisfactory performance on time, within budget, and without claims.

Both contractors and contracting agencies, including DOD's Army Corps of Engineers, that have participated in partnering have experienced positive results: more timely
performance, better cost control, significant reductions in paperwork, professional vs. adversarial relationship/attitude, and fewer disputes.

Ombudsman. This procedure can be used at any stage of the contracting process. Some agencies have established an ombudsman to help resolve concerns or disputes that
arise during the acquisition process. Typically, an ombudsman investigates selected complaints and issues nonbinding reports, with recommendations addressing problems and
future improvements.

The Army Materiel Command (AMC), including all of the subordinate AMC buying commands, has an agency ombudsman that helps companies resolve problems they
encounter on existing AMC contracts. The ombudsman, which can cut through any government "red tape," investigates reported complaints or requests for assistance from
business/industry and ensures that proper action is taken.

The AMC-wide ombudsman program has been a positive force in the timely resolution of problems presented by contractors. It results in the solution of most problems
presented without the need for expensive and time-consuming litigation.

NASA also established an ombudsman program to improve communication between the agency and interested parties. The NASA ombudsman hears and works to resolve
concerns from actual and potential offerors, as well as contractors, during the pre- and post-award acquisition phases.
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Alternative Dispute Resolution (ADR). This means any procedure, or combination of procedures, used voluntarily to resolve controversies without resorting to litigation.
Examples of ADR include conciliation, facilitation, mediation, and mini-trials.

ADR can provide an effective and less expensive method for resolving contract disputes, and many agencies include an agreement to utilize ADR in their contracts.

The Navy, which has used ADR techniques since 1982, has been able to resolve issues and controversies in almost 99 percent of the cases in which ADR was used. Recently,
the Navy used ADR to resolve a $1.1 million dispute. The hearing on this matter was completed within six hours, and a decision was rendered the next day.

There is no single correct method for conducting ADR. Each situation is different, and the ADR technique and procedures must be tailored to a particular situation and the needs
of the parties.

Case Study: From Dispute to Court Action

For a deeper understanding of the complete disputes process, we provide a description of a protest undertaken by a company under a solicitation issued by a contracting
agency, in this case the United States Army's Tank-automotive and Armaments Command (TACOM), a contracting agency for the United States Army. This study will not only
present the facts of what occurred in this particular protest, but will also include the reasoning why the company chose the venue it did.

A protesting company may choose one of three venues in which to pursue its dispute with the contracting agency. In this case, the company chose an "agency" protest, for
reasons discussed below. An agency protest is a protest filed with the same agency that issued the solicitation or contract. In choosing to file an agency protest, the company
had to follow the procedural guidelines set forth by the agency unit that handled the protest on behalf of the Army, which in this case was Headquarters, Army Material
Command (AMC) in Washington, D.C. The company also had to follow the Federal Acquisition Regulations (FAR).

Background

The protesting company is a mid-sized machine and tool shop that has been working for the Department of Defense and other private-industry customers for many years. The
subject device of this protest was a part for a military vehicle, and the company was the exclusive supplier to TACOM for a number of years because of price and quality.
Therefore, for years, the company became very familiar with the solicitation, bidding, and performance routines under government procurement agency contracts.

The supply network for the particular part is as follows: The castings were procured from overseas providers. Once received in the United States, the castings were then sent to
subcontractors to be machined and painted. One of the sub-component parts of this device was procured from a vendor in the Ohio. The final assembly work and shipment to
the Army's depots was accomplished from the company's facility in lllinois.

Although the part was not necessarily a sophisticated part piece of hardware, the solicitation, bidding, and performance time frames would span over a year's time. This
particular part was located on the exterior of a military vehicle and was subject to wear. Therefore, the Army had to have a constant supply of these parts in their depots and in
the field. The part performed a critical function on this vehicle and therefore the contract was "DX" rated. "DX"-rated contracts are for supplies and materials the Army needs in
time of national crisis. Although the DX rating was canceled several years ago, it is still being used by buying agencies.

The contracting cycle worked as follows: At the same time the company was supplying the same part under a pre-existing contract, the contracting office (TACOM) in Warren,
Michigan would release a solicitation to prospective bidders for the next series of parts it needed. The company would respond to that solicitation and, upon contract award,
would begin the engineering, pre-production planning, and procurement process. Therefore, at the approximate time that the pre-existing contract terminated and all parts from
that contract had been delivered, the new contract was in place and the company would continue to supply the part under a new contract. The contract term for this part was for
three years.

The subject solicitation that caused all the trouble was released by TACOM in the normal fashion. The company responded to the solicitation, but was denied the contract. After
consulting with the local PTAC (Procurement Technical Assistance Center) representative, the law firm was immediately contacted, and a review of the solicitation and award
proceeded.

Because this was a negotiated solicitation, the Contracting Office made its decision based upon price and past performance, with price being slightly more important that past
performance, as set forth in the solicitation. The Contracting Office had a rating system to help it categorize the performance capabilities of bidders. When the company received
notice that it had not won the award, after a quick analysis of the situation, it found it disagreed with the Contracting Office's rating relative to the company's past performance
and price. It also disagreed with the rating the awardee company received. Rather than just fire off a letter to the Army complaining about what happened, the company decided
to take another route.

Postaward Debriefing of Offerors

The company determined that it was important to find out more about the decision-making process of the Contracting Office. The FAR provides for this option under section
15.506, Postaward Debriefing of Offerors.

a.
= An Offeror, upon its written request received by the agency within three days after the date on which that Offeror has received notification of contract award in accordance
with 15.503(b), shall be debriefed and furnished the basis for the selection decision and contract award.
[]

To the maximum extent practicable, the briefing should occur within five days after receipt of the written request.

b. Debriefings of successful and unsuccessful Offerors may be done orally, in writing, or by any other method acceptable to the contracting officer.

c. The contracting officer should normally chair any debriefing session held. Individuals who conducted the evaluations shall provide support.

d. At a minimum, the debriefing information shall include:



The Governments evaluation of the significant weaknesses or deficiencies in the Offeror's proposal, if applicable;

The overall evaluated cost or price (including unit prices) and technical rating, if applicable, of the successful Offeror and the Debriefed Offeror, and past performance
information on the Debriefed Offeror;

The overall ranking of all Offerors, when any ranking was developed by the agency during the source selection;
A summary of the rational for award;

Reasonable responses to relevant questions about whether source selection procedures contained in the solicitation, applicable regulations, and other applicable
authorities were followed.

e. The Debriefing shall not include point-by-point comparisons of the Debriefed Offeror's proposal with those of other Offerors. The outcome of the debriefing shall not reveal
any information prohibited from disclosure or exempt from release under the Freedom of Information Act.

Within the three-day period, the company e-mailed the Contracting Office requesting a post-award debriefing. The Contracting Office responded and a date for a telephonic
debriefing was set for the fifth (business) day after the request had been made.

Because the FAR did not detail any procedures beyond those set forth above, the company checked with the Contracting Office to see if it had its own procedural guidelines
explaining how it would conduct the postaward debriefing. (Although postaward debriefings are informal, the company didn't want to drop the ball on any procedural rules.)
TACOM complied and e-mailed an outline of how they were going to proceed through the debriefing.

Participants
Ground rules
What cannot be discussed

Source selection authority

Evaluation procedures -- In this part of its outline, TACOM explained how it evaluated the company's past performance and price under prior contracts for the same article;
it also said it would assess the risk of each offeror and proposal and assign a rating to each offeror

- Other pertinent information and an opportunity for feedback

The outline further said that the participants for the Government in the debriefing would be the Contracting Officer, Contracting Specialist, and an attorney for TACOM. The
outline included ground rules:

To instill confidence in the offeror that it was fairly treated
To assure the offeror that its proposal was evaluated in accordance with the solicitation and applicable laws and regulations

To give the offeror an opportunity to provide feedback regarding the evaluation of the solicitation

The ground rules went on to state that the debriefing is not a debate or defense of the Government's award decision or evaluation results. The document further warned that if
the company intended to debate TACOM's decision, the debriefing would be terminated. Finally, any discussion of proposals submitted by the competition would be disallowed.

The company and TACOM conducted their post-award telephonic debriefing. The company's concern centered on whether the awardee had recent, relevant contracts, and thus
had sufficient demonstrative past performance upon which the Agency could determine that the awardee would be a better supplier than the incumbent company. Because the
company could not ask questions about how TACOM rated the competition, it was only able to inquire about the rating it received.

After the debriefing, the company's management huddled with its attorney. With information from the session with the Contracting Office, and with knowledge of other facts, the
company decided to file a protest. But it had only ten days in which to determine in which venue to file its protest and to prepare the protest document.

Venue for Filing Protest

The company had three choices of venues in which to file its protest. One option was to file in Federal District Court, but that option was discarded because of the lengthy time
frames and expenses involved.

The second option was to file with the General Accounting Office (GAO). For many years the GAO has provided a forum for dispute resolution concerning federal contract
awards. A body of law has developed from decisions of the Comptroller General of the United States, upon which protestors may rely to shape arguments for their own protests.

The Office of General Counsel, in publication GAO\OGC-96-24, published a descriptive guide for bid protest at GAO. This is an informative set of materials on which a protestor
may partially rely if it chooses the GAO venue. However, being merely a guide, the protestor would have to refer to the GAO bid protest regulations that, of course, are far more
detailed and are the law concerning where and how to file a protest. Since the GAO does change its regulations from time to time, protestors should check the Federal Register
and the Code of Federal Regulations (Title 4 of the Code of Federal Regulations) (C.F.R., Part 21). Even though the GAO bid protest descriptive guide states that an attorney is
not necessary when filing a protest within the GAO venue, there are many procedural requirements that, if not followed precisely, could foreclose a protestor from proceeding
with its protest.

The company also looked at filing a protest within the agency itself. The Army Material Command does have a protest program and publishes its program procedures at
www.amc.army. mil\amc\cc\protest.html. The company reviewed the AMC program and it did other research relative to whether this venue would meet its needs. In comparing
the agency-level versus the GAO protest, the company determined to proceed with the agency-level protest. Its reasoning was that the agency-level protest was significantly
less complex in its procedures and requirements. In reviewing the AMC protest program procedures, the company determined that it would likely receive fair and expedited
treatment in this venue. Going with an agency-level protest would also be less expensive. Not only does the FAR itself suggest agency-level protests, Executive Order 12979
encourages agency-level protests and other alternative dispute resolution options instead of using the GAO as the protest forum. But GAO or federal district court may make
more sense under different circumstances.

Part 33 of FAR is where the protest process is explained. In Section 33.103, it instructs agencies to set up "inexpensive, informal, procedurally simple, and expeditious
resolution of protests."

AMC established protest procedures that required the following to be included in the protest documents:



protestor's identity and contact information
solicitation contract number and identity of the contracting activity and contracting officers names

a detailed statement of all legal and factual grounds for protest, with the warning that a protestor's mere disagreement with the decisions of the contracting officer does not
constitute grounds for protest

copies of all relevant documents

request for ruling and request for relief

Since the company had only ten days after the debriefing to file its protest, it began immediately to prepare its protest under the rules of the AMC agency-level protest
guidelines.

Preparation of Protest

Before the company sent its protest to AMC, it filed a Freedom Of Information Act (FOIA) request with TACOM for documents, because it felt there was more information
available to it with which it could further develop its arguments. Because FOIA responses did not have to be replied to before twenty days after the agency received the request,
the company knew it would not have the documents in time to meet the ten-day filing deadline of the protest. So when the company filed the protest, which it did within the ten-
day deadline, it also notified AMC that it may file supplemental protest documents. Being an informal protest process, AMC granted an extension, and waited for the further
information.

While it was waiting, AMC sent the company's protest to TACOM, which, by AMC procedures, had to provide an Administrative Report back to AMC. But the company did not
have the chance to see TACOM's report to AMC. (This is one thing the company gave up when it decided to go with an agency-level protest. The GAO protest format allows
this, but it takes longer to get a decision back. Plus, the company believed it could meet its burden of proof without the need to contradict TACOM's report.) Also interesting is
that the awardee in such situations can get a copy of the protest documents, albeit in redacted form. Although the awardee may file papers of its own in support of the decision
of the Contracting Office, the awardee in this case chose not to do so in this case, ostensibly preferring to stay on the sidelines.

The company's protest filing was based on a dispute it had with the Contracting Office's determination that the awardee's past performance and relevant experience justified a
better rating than the incumbent; further, the company disagreed with the Contracting Office's assessment that the incumbent company had a less than favorable rating. The
solicitation said the contract would be given to the company that had the best past performance.

To support its argument that the awardee did not deserve the favorable rating it received, the company performed research on government web sites. The company was able to
show that although the awardee had, years before, produced the same part, the quantities were small and its contract was never renewed. (The protesting company had
received all subsequent awards for this part following awardee's end of performance on that old contract). Awardee had little else in recent or relevant contracts with the
government or private sector, and the company highlighted that fact in its protest.

Basing its argument on facts and the solicitation's guidelines, the company argued that the Contracting Office erred in assigning a favorable rating to the awardee, where there
was scant past performance history to evaluate.

The second component of the company's protest consisted of a detailed analysis of its past performance on prior contracts for the same part. Some initial deliveries of the part
to the Army depots had been late, and the company knew those late deliveries were counted against it when TACOM evaluated its past performance. Not only were the delays
explained, but they argued they were aggressive in meeting and exceeding delivery schedules.

As an example, although this company had been making these parts for many years, the contract solicitation required a first article test (FAT). The company requested that the
Government waive that FAT requirement or perform a FAT on parts that were already in production or on pieces produced in earlier runs. The company argued that had this
FAT been waived, there would have been no delay on that particular contract.

Coincidentally, at about the same time the company received its denial on this contract, the same contracting agency let contracts to the company for other parts for this same
vehicle. The company then questioned whether or not the evaluation criteria used by the agency had changed from one contract to another, when the solicitation criteria for the
different parts were essentially the same.

Supplemental Protest

The agency-level protest is flexible and allows for extensions and the filing of supplemental pleadings. In this case, because the company had not received the FOIA responses
in time for the deadline in which to file the initial protest, the company was allowed to file a supplemental protest.

When it received the FOIA response, the company felt it had another argument that should be developed in the supplemental protest. The gist of its argument in the
supplemental protest is that the agency may not have treated offerors equally during the evaluation process. This situation presented the company with a strategic decision, that
being whether to delve into the area of bias. Company management thought long and hard about this, because it didn't want its relationship with a good customer, TACOM, to
be affected.

The company knew also that once it ventured into alleging bias, it would be dealing with a body of federal case law where the burden of proof is difficult to meet. The burden of
proof a protestor must meet to succeed in its allegation of bias is stated as follows:

"we will not attribute bias in the evaluation of proposals on the basis of inference and supposition without strong evidence to support such a conclusion, we will not assume that
Agency employees acted in bad faith. Furthermore, in addition to producing credible evidence showing bias, the protestor must demonstrate that the Agency bias translated into
action which unfairly affected the protestor's competitive position." (Comptroller General decisions from GAO protests).

However, because of the importance of this contract to the company and because of its long-standing history as a quality supplier of parts to the military, the decision was made
to proceed with the supplemental protest.

The solicitation in question did require a FAT. The FOIA response contained e-mails between TACOM and the awardee, which showed that the awardee convinced the agency
to waive the FAT, even though the awardee hadn't made the part in over seven years. The result of receiving such a waiver allowed the awardee to significantly improve upon
its delivery schedule.



As stated before, in one of the prior contracts for the same part under which the company was performing, the TACOM refused to waive the first article test. The result of that
denial of the FAT to the company created a slight delay in performance.

The agency reviews past performance on similar relevant contracts and assigns a risk rating to an offeror. Of course, the agency downgraded the company's rating for past
performance because of the delay. But the company argued the delay in delivery was caused by the agency's own refusal to waive the FAT. From that, the company argued
that it was receiving disparate treatment by the agency, especially since the agency waived the FAT for the awardee.

Because federal case law says "the protestor must demonstrate that the Agency bias translated into action which unfairly affected the protestor's competitive position," the
company had to argue the connection between the agency's conduct and the loss of the contract. In its protest, the company said it not only lost this particular contract but that
the company's future opportunities to supply parts to this Agency were negatively affected.

The AMC protest procedure guidelines require a request for relief and the company complied. Relief can be asked for in the alternative, such as the following:

Terminate the subject awarded contract to the awardee
Award the contract to the company

Re-compete the contract

Issue a new solicitation

Provide the company with additional or alternative relief that the Agency deemed appropriate
This type of request for relief pretty much leaves it up to the agency attorneys to decide what to do, if they find that the protestor deserves relief.
Result

Although the company did win this protest, its relief was not complete because, in the company's opinion, the agency struck a compromise. This particular solicitation allowed
the agency to award the single contract to two sources. Therefore, the form of relief chosen by AMC attorneys was to modify the contract it originally awarded solely to awardee.
The contract was modified so the company would produce half of the items and the awardee would produce the other half. The Army came out a winner because it now has two
suppliers of that same part, guaranteeing future competition.

Although the company could have pressed the issue forward and tried to recover the entirety of the contract (believing that it had strong enough arguments to do so), it took that
result as a victory. It could have decided to file a protest with the GAO (expensive and time-consuming) or in federal court (even worse).

In conclusion, the company was satisfied with its result and felt that its decision to proceed with an agency-level protest was the right decision. AMC has a number of attorneys
tasked to handle such protests, some with many years of experience. The company felt it received fair treatment by AMC protest attorneys. The company was able to
successfully prosecute this protest without the expense of sending representatives to hearings in Washington, D.C.; this protest was handled by telephone, e-mail, and
facsimile.

Getting Paid

Now we turn to every business owner's favorite topic: getting paid. After you have delivered, and the government has accepted, the contracted product or service, all you have
to do is submit a proper invoice to the billing office specified in your contract. Under law, the government is required to pay you within 30 days.

Warning
\\Fv Caution

Caution For all of the conditions and requirements for payment, refer to Federal Acquisition Regulation (FAR) 52.232-25.

For more information, see these topics:

Prompt Payment and a Proper Invoice

Interest Penalty
Government Invoice Form

Electronic Funds Transfer

Prompt Payment and a Proper Invoice

The Prompt Payment Act, which was enacted in the mid-'80s, requires the government to pay a small business within 30 days after receipt of the invoice, if the business
completes its end of the contract. However, as you might expect, there is an important catch. The clock on this Act starts only if your invoice, as received, is deemed "proper"
under the law.

If your invoice is not deemed "proper," it will get sent back to you within seven days after the billing office received it, with a statement of the reasons why it is not considered
proper. You will then have to correct it, resubmit it to the government, and restart the 30-day wait. Therefore, "prompt payment" by the government is directly tied to the
"properness" of your invoice.
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To make sure that your invoice is correct and proper the first time around, include the following items:

The name and address of your company.

Invoice date. You are encouraged to date invoices as close as possible to the date of mailing or transmitting the invoice.

Contract number or other authorization for supplies delivered or services performed. Be sure to also include the order number and contract line item number.
Description, quantity, unit of measure, unit price and extended price of supplies delivered or services performed.

Shipping and payment terms, such as shipment number and date of shipment, prompt payment discount terms, etc. Bill of lading number and weight of shipment will be
shown for shipments on government bills of lading.

- The name and address of the person at your company to whom payment is to be sent. This must be the same person specified in the contract or in a proper notice of
assignment.

Name, title, phone number and mailing address of the person to be notified in the event of a defective invoice.
Any other information or documentation required by the contract, such as evidence of shipment.
While not required, you are strongly encouraged to assign an identification number to each invoice.

In addition, your invoice may be deemed not proper, for purposes of prompt payment, if the information you furnished in the CCR (Central Contractor Registration) database
regarding EFT (electronic funds transfer) is incorrect or not current. (For details on CCR, see Get Registered.)

Interest Penalty

The law requires the government to pay a small business within 30 days after receipt of a proper invoice. Payment is considered as being made on the day a check is dated or
on the date of an electronic funds transfer. An interest penalty will automatically be paid to the contractor if payment is not made by the due date and if the following conditions
are met:

A proper invoice was received by the designated billing office.

= A receiving report or other government documentation authorizing payment was processed, and there was no disagreement over quantity, quality or compliance by the
contractor with any contract term or condition.

- The amount due was not subject to further contract settlement actions between the government and the contractor.

Government Invoice Form

You may use your own invoice to bill the government, but you must make sure that it meets all of the requirements previously discussed. If it doesn't, you will only slow up
payment. Sometimes you might find it easier to use a government form. One common form that is used with military contracts is the DD Form 250, Material Inspection and
Receiving Report.

The DD Form 250 is basically a material inspection and receiving report (MIRR) that can be used by the government to document contract compliance and by the contractor to
submit an invoice. The contractor is responsible for preparing the MIRR, except for entries that an authorized government representative is required to complete. You should
contact the office that is administering your contract to get specific help with this form. The appropriate office is identified in the contract. A handy guide for contractors now is
available at http://www.dod.mil/dfas, in the "Commercial Pay" section.

Among the Business Tools is DD Form 250. It is in Adobe Portable Document Format (.pdf), and you will
need the free Acrobat Reader to view and print the file.

Tools toUse

Specifically, this multi-purpose report is used for the following:

Evidence of government contract quality assurance at origin or destination
Evidence of acceptance at origin or destination

Packing lists

Receiving

Shipping

Contractor invoice

Commercial invoice support

Work Smart

The DD Form 250 applies to supplies or services acquired by the Department of Defense when the clause
- at DFARS 252.246-7000, Material Inspection and Receiving Report, is included in the contract.

Subcontractors do not use the DD Form 250 for shipments to their primes unless specified in their
subcontract.
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Electronic Funds Transfer

It is now government policy to pay all contractors by EFT, electronic funds transfer, whenever feasible. In making EFT payments, the government uses the information contained
in the Central Contractor Registration (CCR) database.

This policy underscores the need to get your company registered in the CCR database, and to make sure that the information that you have entered is correct and current (for
details, see Get Registered). If the EFT information in the CCR database is incorrect, then the government may suspend payment until correct information is entered.
Remember that if your EFT information changes, you are responsible for seeing that the information in the CCR database is updated.

If you have more than one remittance address and/or EFT information set in the CCR database, you must remember to notify the government of the payment receiving point
applicable to the contract you are working on. Otherwise, the government will automatically make payment to the first address.

If an incomplete or erroneous transfer occurs because the government used a contractor's EFT information incorrectly, the government is responsible for making a correct
payment, paying any prompt payment penalty and recovering any erroneously directed funds.

The government has two mechanisms for making EFT payment: the Automated Clearing House (ACH) network or the Fedwire Transfer System. If the government is unable to
release one or more payments by EFT, you will be paid by check or some other mutually agreeable method of payment, or you may request the government to extend the
payment due date until such time as the government can make payment by EFT.

Under certain specific circumstances, payment by electronic funds transfer may be made through other than the CCR database. In this case, the contractor will be required to
provide the EFT information directly to the office(s) and by the date designated in the contract. And, again, if the EFT information changes, the contractor is responsible for
providing the updated information to the designated office(s).

The EFT information that the contractor must provide to the designated office(s) includes:

The contract number (or other procurement identification number).

The contractor's name and remittance address, as stated in the contract(s).

The signature (manual or electronic, as appropriate), title, and telephone number of the contractor official authorized to provide this information.
The name, address, and 9-digit Routing Transit Number of the contractor's financial agent.

The contractor's account number and the type of account (checking, saving or lockbox).

If applicable, the Fedwire Transfer System telegraphic abbreviation of the contractor's financial agent.

Warning
H Caution
Caution All government requirements pertaining to electronic funds transfer are spelled out in the Federal Acquisition

Requlation (FAR 32.1110 and FAR 52.232-33 and -34). Any language that you will see in a bid or contract
related to EFT consists of clauses extracted from these sections.

Note that the government is required to protect against improper disclosure of all contractors' EFT
information.

EFT Includes Government Credit Card

Under recent legislative requirements, the term “electronic funds transfer" now includes a government-wide commercial purchase card. Under the law, the government purchase
may be used as a means to meet the requirement to pay by EFT.

A government-wide commercial purchase card is similar in nature to a commercial credit card and is used by the government to make financing and delivery payments for
supplies and services. A government purchase card charge authorizes the third party (e.g., financial institution) that issued the purchase card to make immediate payment to the
contractor.

The contract will identify the third party and the particular purchase card to be used, but will not include the purchase card account number. The purchase card account number
is provided separately to the contractor.

The provisions related to EFT payment will be specified in your contract. Complete details on electronic funds transfer are included in FAR 32.1110 and FAR 52.232-33 and -34.

Who Can Help?

Firms, both large and small, interested in doing business with the federal government must help themselves by learning how the federal government conducts its business and
by identifying and seeking out those purchasing offices that buy the products and services they can supply.

However, additional help and advice are available to you as you work through this maze called government contracting. In this Part, we will describe the general areas from
which you can get assistance as you go through the contracting process:
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Directly from the government
From government-sponsored and commercial counseling services

From professional associations

Each one has its strengths and weaknesses. Depending on your situation and circumstances, you will have to determine which one or which combination works best for you.

We also describe another area of assistance that is available to you: the special federal programs and initiatives designed to benefit small businesses.

Help from the Government: The government stands ready to help you during the contracting process. Learn about the different types of small business specialists that
have been hired to work with, and advocate for, small businesses during the contracting process. We also tell you which government web sites and publications are most
helpful for small businesses and where to find out about procurement conferences, which provide a great way to network with government buyers and large prime
contractors.

Help from Counseling Services: Personalized assistance and advice are available to you through both government-sponsored and commercial counseling services and
from professional associations. We explain the services they offer and tell you how to find them.

Special Small Business Programs: There are several federal programs that are designed to encourage participation by small businesses in the government contracting
process, including small businesses owned by certain minority and disadvantaged groups. Find out what benefits they offer and what you need to do to qualify.

Other SBA Programs: The Small Business Administration administers several programs that are designed to help small businesses market to both large business and
government procurements.

Help from the Government

There are several ways in which the federal government tries to assist you in finding opportunities and doing business with it:

Government web sites

Specialized government personnel

Government procurement conferences

Government publications

Government Web Sites

The federal government has more than 4,300 web sites, according to a recent GAO report. Fortunately, if you're looking for contract opportunities, you don't have to cover all of
those sites.

In order to help companies identify government opportunities and buyers, the government is making a strong effort to reduce the number of locations and to create a more
uniform format to simplify the process. The government is looking to establish "gateways" (i.e., web sites with multiple links) to make your search easier. There are several
already in existence that are being used more and more to post and find opportunities.

Following is a list of the better ones. Remember that these sites will help you find the opportunities, but once you do, you, not the government, will have to do the work.

FedBizOpps (Federal Business Opportunities): All government procurement opportunities of $25,000 or more are posted here. Here, government buyers are able to
publicize their business opportunities by posting information directly to FedBizOpps via the Internet, and commercial companies looking to do business with the
government are able to search, monitor, and retrieve opportunities solicited by the entire federal contracting community. (http://www.fbo.gov)

Small Business Administration (SBA): This site has a wide range of information pertaining to small businesses as well as SBA-Net, a gateway to resources,
opportunities, and networking. Most importantly, it has a direct connect to CCR database, which is fast becoming the sole database used by government buyers to locate
potential small business contractors.

Procurement Gateway: This is the Defense Logistics Agency site for all opportunities from its buying offices.

Federal Acquisition Jumpstation: Although not a place where opportunities are posted, it has most links to the federal sites that small business owners would have an
interest in.

Specialized Government Personnel

There are several types of government employees whose main job is to help you do business with the government.

Small Business Specialists (SBS): By law, every government buying location must have a Small Business Specialist to work with small businesses trying to do business
with that office. Major government buying offices have a full-time staff, while smaller offices have a part-time person assigned to that task. These specialists can be a
valuable resource for you on the inside. Get to know them.

Competition Advocate: This individual is assigned at a high management level at major buying offices and is responsible for promoting the acquisition of commercial
items and for promoting full and open competition. To that end, Competition Advocates challenge barriers to the acquisition of commercial items and to full and open
competition, such as unnecessarily restrictive statements of work, unnecessarily detailed specifications, and unnecessarily burdensome contract clauses. They also look
at requirements for a specific item to see what can be done to expand competition for the item, challenging any requirements that are not stated in terms of required
performance or essential physical characteristics.

SBA Procurement Center Representative (PCR): Procurement Center Representatives work for the Small Business Administration, but are often located at a major
government buying office. Their job is to identify items and services that could be produced or provided by small businesses and try to get them "set aside" for small
businesses (i.e., only small businesses can bid on them). If the buying office is small, the PCR may work out of an SBA District office and travel to the buying office.
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SBA Commercial Marketing Representative (CMR): Commercial Marketing Representatives monitor the performance of large companies under their large government
contracts and can help you get subcontract work from large prime contractors.

Procurement Conferences

The government, as well as other non-government sponsors, hold conferences to help you in your quest. Procurement conferences are a good way to meet and
speak with government buyers and large prime contractors. Some areas of the country have several conferences per year; other parts have only a few.

Usually you won't get a contract at one, but you can make valuable contacts. The "FedBizOpps News" area of the FedBizOpps site will often announce these
events and tell you whom to contact. Other government web sites post these conferences on their calendars as well. You also can learn about upcoming
conferences and events from your local PTAC.

Government Publications

The government issues a large number of publications to assist small businesses, but we're only going to mention the most useful ones. You can order these from the
Government Printing Office for a fee or you can go to a government web site and read or print it. If you go to a web site, try looking under “publications” or "help" to see what
they have to offer.

Selling to the Military: This publication covers general information about items purchased by the military. It also gives locations of the buying offices and a phone number
for the Small Business Office.

Small Business Specialists for DoD: Here is a listing of names, addresses, and phone numbers for all the resources you need to do business with the Department of

Defense.

Doing Business with the General Services Administration: This publication covers general information about items purchased by GSA and tells you where the buying

offices are located.
Participating in VA Acquisition Program: Here is a fact sheet that covers general information about how and what the Veterans Administration buys.

Help from Counseling Services

If you need more personalized, ongoing assistance and advice, you can get it through government-sponsored or commercial counseling services. You can also get answers to
questions and problems your business may be facing by joining a professional association.

For more information, see these topics:

Procurement Technical Assistance Centers

Commercial Counseling Services

National Contracts Management Association

Procurement Technical Assistance Centers

The Procurement Technical Assistance Program started in 1985 to help the Department of Defense place contracts in areas of the country that needed an influx
of federal dollars. Although it has never been called an economic development program, it works like one to some extent.

Through cooperative agreements, the federal government enters into a cost-sharing arrangement with a state or local government or not-for-profit organization to
provide general counseling services to businesses seeking government contracts. Its original purpose was only to help with military contracting and with areas of
high unemployment, but over the years it has expanded to provide assistance to businesses wanting to do or doing business at the federal, state or local level.

It is a well-run and very cost-effective program with counselors with a high level of expertise.

The Procurement Technical Assistance Center (PTAC) will help you identify contractual opportunities with the government; help locate potential marketing
opportunities; help prepare proposals, financial, and contractual forms; and provide guidance with regard to quality assurance, production, and/or the resolution of
engineering, financial, quality or production problems. It will also provide you with assistance on e-commerce issues.

While most services are free, some PTACs may charge a nominal fee for certain services such as electronic bid matching or for getting copies of specifications
and standards. You can contact one of the regional directors at Association of Procurement Technical Assistance Centers, and the director will put you in contact
with the appropriate local center.

In addition, the web sites www.wingovcon.com and www.sellingtothegovernment.net could help you to locate a PTAC near you.

Commercial Counseling Services

Hiring a private commercial counseling service is another way to get help in doing business with the government. The good ones can offer great personalized assistance, but
will cost you some kind of money, flat fee, percentage of contract, retainer plus costs, or some combination.

If you decide to use this method, try to find a service that is accustomed to working with small companies. And remember: Buyer beware. If a service tells you that it can
guarantee you contracts, keep looking. Check references and talk to some of the government people that the service has worked with.

You can find a commercial counseling service through word of mouth or by searching on the Internet. Sometimes a Small Business Specialist will be able to recommend a good

one.

National Contracts Management Association
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The National Contracts Management Association (NCMA) is a government-supported organization that was started years ago (1959) because of the lack of good help for
companies doing business with the federal government.

Over the years, it has grown in numbers and effectiveness. It is recognized for its member certification program, educational seminars, and monthly magazine, "Contract
Management,” which alone is worth the price of membership. The new membership fee is about $120; the annual renewal fee thereafter is about $100.

Membership also entitles you access to its members-only site on the Internet, where you can get answers and advice on contract-related questions and problems, read and
download "Contract Management" magazine articles all the way back to January 1980, and get a list of web sites that are helpful to contractors.

In addition to the national organization, there are local chapters in many parts of the country.
Special Small Business Programs

Traditionally, the government has used the federal acquisition process as a tool to implement and further its programs and initiatives for social and economic change, and this
trend continues.

There are several important initiatives that are intended to benefit businesses, particularly small business. These programs, which include incentive, set-aside, and preference
programs, give small businesses and small businesses owned by special minority and disadvantaged groups advantages in bidding on federal contracts.

Warning
Caution

Caution Under federal law (15 U.S.C. 645(d)), any person who misrepresents a firm's status as a small, small
disadvantaged, or women-owned small business concern in order to obtain a contract to be awarded under
the small business preference programs established under federal law is subject to:

' the imposition of fines, imprisonment, or both
' administrative remedies, including suspension and debarment
' ineligibility for participation in programs conducted under the authority of the Small Business Act.

Following are some of the more important federal programs that are designed to benefit small businesses.

Small Business Set-Aside Program

Very Small Business Pilot Program

Small Business R Funding Programs

Other SBA Programs
Small Business Set-Aside Program

This first program is probably one of the oldest, if not the original, program set up to help small businesses win government contracts. The Small Business Set-Aside Program
(SBSA) helps assure that small businesses are awarded a fair proportion of government contracts by reserving (i.e., "setting aside") certain government purchases exclusively
for participation by small business concerns.

The determination to make a small business set-aside is usually made unilaterally by the Contracting Officer. However, this determination may also be joint. In this case, it is
recommended by the Small Business Administration procurement center representative (PCR) and agreed to by the Contracting Officer. The regulations specify that, to the
extent practicable, unilateral determinations initiated by a Contracting Officer, rather than joint determinations, should be used as the basis for small business set-asides.

Contracts of $0-$2,500: No set-asides available.

Contracts of $2,500-$100,000: Under the set-aside program, every acquisition of supplies or services that has an anticipated dollar value between $2,500 and $100,000
(except for those acquisitions set aside for very small business concerns, as described below) is automatically reserved exclusively for small businesses. However, every
set-aside must meet the "Rule of Two," which requires that there must be a reasonable expectation that offers will be obtained from two or more small business concerns
that are competitive in terms of market prices, quality, and delivery. If only one acceptable offer is received from a responsible small business concern in response to a set-
aside, the Contracting Officer is required to make an award to that firm. If no acceptable offers are received from responsible small business concerns, the set-aside will be
withdrawn and the product or service, if still valid, will be solicited on an unrestricted basis.

= Contracts over $100,000: In addition, the Contracting Officer is required to set aside any contract over $100,000 for small businesses when there is a reasonable
expectation that offers will be obtained from at least two responsible small business concerns offering the products of different small business concerns and that award will
be made at fair market prices.

u

Partial Set-Asides: A small business set-aside of a single acquisition or a class of acquisitions may be total or partial. The Contracting Officer is required to set aside a
portion of an acquisition, except for construction, for exclusive small business participation when:

A total set-aside is not appropriate.
The government's purchase requirement is severable into two or more economic production runs or reasonable lots.

One or more small business concerns are expected to have the technical competence and productive capacity to satisfy the set-aside portion of the requirement at a
fair market price.
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= The acquisition is not subject to simplified acquisition procedures.

= Qualified Products List (QPL): Any products on a QPL are not set-aside for small business.

What's required to be awarded a set-aside contract? To get this type of contract, a business must perform at least a given percentage of the contract. This provision limits
the amount of subcontracting a concern may enter into with other firms when performing these types of contracts. The provisions are as follow:

- Construction -- For general and heavy construction contractors, at least 15 percent of the cost of the contract, not including the cost of materials, must be performed by the
prime contractor with its own employees. For special trade construction, such as plumbing, electrical, or tile work, this requirement is 25 percent.

= Manufacturing -- At least 50 percent of the cost of manufacturing, not including the cost of materials, must be done by the prime contractor.

= Services -- At least 50 percent of the contract cost for personnel must be performed by the prime contractor's own employees.

Recertification Process for Long-Term Set-Asides. In an effort to improve small business contracting and make sure government goals are being met, the SBA is issuing a
new regulation effective June 30, 2007, regarding size certification. For long-term contracts (more than five years), small businesses will have to recertify their size status after
five years, and then before the execution of any contract option after that. In addition, companies that have undergone mergers or acquisitions will have to recertify their size
status as well.

Originally, businesses only had to certify prior to receiving a contract. The problem was, sometimes businesses grow (or merge) into larger businesses over time. So a contract
that was intended only for small businesses morphs into a contract for a regular business. But the government still recognizes the contract as a "small business" contract,
counting it toward fulfilling the government's procurement goals.

This misleading situation skewers the true level of contracts being awarded to actual small businesses.

According to the SBA, the only objective of the new regulation is to achieve better tracking of set-aside contracts, not to penalize growing businesses. In fact, if during the
course of a contract your business grows out of its "small" size, there is no termination. All terms and conditions still apply. The only outcome is that the buying agency no longer
gets credit for contracting with a small business, forcing the agency to work harder to meet its procurement goals. They also hope the improved record-keeping will increase
opportunities for small businesses.

Very Small Business Pilot Program

The purpose of the Very Small Business (VSB) Pilot Program is to improve access to government contract opportunities for "very small business concerns" by reserving certain
acquisitions for competition among such concerns. (Unless this currently expired initiative is extended by Congress, VSB contracts under this program must have been awarded
before September 30, 2006.)

A "very small business concern" is defined as a business that has no more than 15 employees and average annual receipts of less than $1 million and that has headquarters
located within one of the following ten designated SBA districts:

Albuquerque, NM (serving New Mexico)

Los Angeles, CA (serving the following counties in California: Los Angeles, Santa Barbara, and Ventura)
Boston, MA (serving Massachusetts)

Louisville, KY (serving Kentucky)

Columbus, OH (serving the following counties in Ohio: Adams, Allen, Ashland, Athens, Auglaize, Belmont, Brown, Butler, Champaign, Clark, Clermont, Clinton,
Coshocton, Crawford, Darke, Delaware, Fairfield, Fayette, Franklin, Gallia, Greene, Guernsey, Hamilton, Hancock, Hardin, Highland, Hocking, Holmes, Jackson, Knox,
Lawrence, Licking, Logan, Madison, Marion, Meigs, Mercer, Miami, Monroe, Montgomery, Morgan, Morrow, Muskingum, Noble, Paulding, Perry, Pickaway, Pike, Preble,
Putnam, Richland, Ross, Scioto, Shelby, Union, Van Wert, Vinton, Warren, Washington, and Wyandot)

New Orleans, LA (serving Louisiana)
Detroit, MI (serving Michigan)

Philadelphia, PA (serving the State of Delaware and the following counties in Pennsylvania: Adams, Berks, Bradford, Bucks, Carbon, Chester, Clinton, Columbia,
Cumberland, Dauphin, Delaware, Franklin, Fulton, Huntington, Juniata, Lackawanna, Lancaster, Lebanon, Lehigh, Luzern, Lyocming, Mifflin, Monroe, Montgomery,
Montour, Northampton, Northumberland, Philadelphia, Perry, Pike, Potter, Schuylkill, Snyder, Sullivan, Susquehanna, Tioga, Union, Wayne, Wyoming, and York)

El Paso, TX (serving the following counties in Texas: Brewster, Culberson, El Paso, Hudspeth, Jeff Davis, Pecos, Presidio, Reeves, and Terrell)
Santa Ana, CA (serving the following counties in California: Orange, Riverside, and San Bernadino)

Under the VSB program, a Contracting Officer must set aside for very small business concerns any acquisition that has an anticipated value exceeding $2,500 but not greater
than $50,000 if there is a reasonable expectation of obtaining offers from two or more responsible very small business concerns that are competitive in terms of market prices,
quality, and delivery. In addition, the businesses must be headquartered within the geographical area served by the designated SBA district.

If only one acceptable offer is received from a responsible very small business concern in response to a very small business set-aside, the Contracting Officer is required to
make an award to that firm. If no acceptable offers are received from responsible very small business concerns, the Contracting Officer is authorized to cancel the "very small
business set-aside" and proceed with the acquisition as a "small business set-aside."

The VSB program does not apply to contracts awarded pursuant to the 8(a) Program, which pertains to small disadvantaged business concerns (see below). It also does not
apply to any government purchase requirement that is subject to the Small Business Competitiveness Demonstration Program.

Small Business R&D Funding Programs


http://www.toolkit.com/small_business_guide/sbg.aspx?nid=P09_4420�

The government sponsors two programs, the Small Business Innovation Research (SBIR) Program and the Small Business Technical Transfer (STTR) Program, which have
proven very effective in releasing the "innovative juices" of the research and development minds of the small business community.

Although they were resisted at first by government buying offices, they are now very popular with both the buying offices and Congress. If you watch late-night TV, these
initiatives are usually the source of the "Grants" that you hear about. . .and they are certainly not free! For more information:

Small Business Innovation Research Program

Small Business Technical Transfer Program
- DoDSBIR/STTR "Fast Track"

Small Business Innovation Research Program

The SBIR program is a highly competitive program that encourages small businesses to explore their technological potential while providing the incentive to profit from its
commercialization. SBIR funds the critical startup and development phases of R projects that serve a government need and have the potential for commercialization in private
sector and/or government markets. Although the risk and expense of conducting serious R efforts are often beyond the means of many small businesses, by reserving a specific
percentage of federal R funds for small business, SBIR protects the small business and enables it to compete on the same level as larger businesses.

The program, which was funded at $1.164 billion in Fiscal Year 2006, is administered by the following ten federal agencies:

Department of Agriculture

Department of Commerce

Department of Defense

Department of Education

Department of Energy

Department of Health and Human Services
Department of Transportation

Environmental Protection Agency

National Aeronautics and Space Administration

National Science Foundation

The government agencies issue a SBIR solicitation once or twice a year, depending on the size of the agency's budget, describing its R needs and inviting R proposals. Only
small, for-profit, American-owned, independently operated businesses can apply under the program. (To be considered "small* under SBIR, the business must have 500 or
fewer employees, including all affiliates and/or subsidiaries.) In addition, the principal researcher must be employed by the business.

Companies apply first for a six-month Phase | award of $50,000 to $100,000 to test the scientific, technical and commercial merit and feasibility of a particular concept. If Phase
| proves successful, the company may be invited to apply for a two-year Phase Il award of $500,000 to $750,000 to further develop the concept, usually to the prototype stage.
Proposals are judged competitively on the basis of scientific, technical and commercial merit. Following completion of Phase I, small companies are expected to obtain funding
from the private sector and/or non-SBIR government sources for Phase Ill, which is to develop the concept into a product for sale in private sector and/or government markets.

Since its enactment in 1982, as part of the Small Business Innovation Development Act, SBIR has helped thousands of small businesses to compete for federal research and
development awards. Their contributions have enhanced the nation's defense, protected the environment, advanced health care, and improved the management and
manipulation of information and data.

For more information on SBIR solicitations, go to http://www.sba.gov/sbir/indexprograms.html

Small Business Technical Transfer Program

Although similar in structure to SBIR, the Small Business Technical Transfer Program (STTR) funds cooperative R projects involving a small business and a non-profit research
institution (i.e., a university, federally funded R center, or non-profit research institution). Established by Congress in 1992, the purpose of STTR was to create an effective
vehicle for moving ideas from the nation's research institutions to the market, where they can benefit both private sector and government customers. The government STTR
program was funded for $130 million in Fiscal Year 2006.

The STTR program is administered by the following five federal agencies:

Department of Defense

Department of Energy

National Aeronautics and Space Administration
Department of Health and Human Services

National Science Foundation

Just like the SBIR, there are three phases to the program. Phase | is the startup phase for the exploration of the scientific, technical and commercial feasibility of an idea or
technology. Awards for Phase | are for up to one year and up to $100,000. Phase Il is the expansion phase of Phase | results. During this period, the R work is performed and
the developer begins to consider commercialization potential. Awards for Phase Il are for up to two years and up to $500,000. Phase Il is the period during which Phase II
innovation moves from the laboratory into the marketplace; there is no STTR funding of this phase.
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Example

Historically, about 15 percent of SBIR and STTR proposals are awarded a Phase | contract, and
approximately 40 percent of Phase | projects are subsequently awarded a Phase Il contract. However, in
recent solicitations, a much higher percentage of STTR Phase | proposals was awarded a Phase |
Examnle contract.

The qualifications for companies applying for STTR are similar to those for STIR. Only small for-profit businesses can apply under the program. In addition, the business must
be American-owned and independently operated, with size limited to 500 employees. Although a company does not have to be an established business when it bids, it must be
an established business when the award is made.

There is no size limit for the research institution partner. In other words, small businesses can team up with some rather large operations to work along with them to get an idea
to market.

Since this program consists of developing and bringing a new idea or technology to market, it is important that the future rights to projects are determined at an early stage. The
small business and the research institution must develop a written agreement prior to a Phase | award. This agreement must then be submitted to the awarding agency if
requested.

For more information on the SBIR and STTR programs, contact your local PTAC office or:

Small Business Administration Office of Technology
409 Third Street, SW

Washington, DC 20416

(202) 205-6450

Getting Started in SBIR and STTR

To get started in the SBIR or STTR programs, you must first obtain the current solicitation, which lists all the research topics under which government agency is seeking Phase |
proposals and contains detailed information on how to submit a proposal.

The DoD issues two SBIR solicitations and one STTR solicitation each year. The first SBIR solicitation is issued in May and closed in August. The second SBIR solicitation is
issued in October and closed in January of the following year. The STTR solicitation is issued in January and closed in April.

To receive hard copies of current and future SBIR and STTR solicitations, place your name and address on the SBIR/STTR mailing list by registering online. You can also
access the SBIR and STTR solicitations electronically through this web site. In addition, this site identifies all federal agencies in the SBIR/STTP program.

After receiving the solicitation, resolve any questions you may have. If you have a technical question about a specific research topic listed in the solicitation, you can talk by
telephone with the Topic Author, whose name and phone number will be listed in the solicitation topic. (Keep in mind that Topic Authors will be listed, and telephone questions
will be accepted, only during the two months following public release of the solicitation on the web site and before the government begins accepting proposals.) Or you can
submit a written question through the SBIR/STTR Interactive Topic Information System (SITIS), in which the questioner and respondent remain anonymous and all questions
and answers are posted electronically for general viewing until the solicitation closes.

DoD SBIR/STTR Fast Track

The "Fast Track" is a special program for the Department of Defense SBIR and STTP programs that offers a significantly higher chance of SBIR/STTR award, and continuous
funding, to small companies that can attract outside investors. Small companies retain the intellectual property rights to technologies that they develop under these programs.
Funding is awarded competitively, but the process is more streamlined and easier.

Projects that obtain such outside investments and thereby qualify for the Fast Track will, subject to qualifications described in the solicitation, be evaluated for Phase Il award
under a separate, expedited process and be eligible to receive interim funding of $30,000 to $50,000 between Phases | and II. They will be selected for Phase Il award provided
they meet or exceed a threshold of "technically sufficient" and have substantially met their Phase | technical goals.

Warning
H Caution
Caution To qualify for Fast Track, small companies and outside investors must follow the procedures and rules
detailed in section 4.5 of the SBIR/STTR solicitation. This discussion only summarizes the most important
requirements.

Many small companies have found the Fast Track policy to be an effective tool for leveraging their SBIR (or STTR) funds to obtain additional funds from outside investors. This
is because, under the Fast Track, a small company can offer an investor the opportunity to obtain a match of between $1 and $4 in DoD SBIR (or STTR) funds for every $1 the
investor puts in.

Toward the end of a small company's Phase | SBIR or STTR project, the company and its investor must submit a Fast Track application stating, among other things, that the
investor will match both interim and Phase Il SBIR or STTR funding, in cash, contingent on the company's selection for Phase Il award. The matching rates needed to qualify for
the Fast Track are as follows:
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For small companies that have never before received a Phase Il SBIR or STTR award from DoD or any other federal agency, the matching rate is 25 cents for every SBIR
or STTR dollar. (For example, if such a company receives interim and Phase 1l SBIR funding that totals $750,000, it must obtain matching funds from the investor of
$187,500.)

For all other companies, the matching rate is $1 for every SBIR or STTR dollar. (For example, if such a company receives interim and Phase Il SBIR funding that totals
$750,000, it must obtain matching funds from the investor of $750,000.)

The matching funds may pay for additional R on the company's SBIR or STTR project or, alternatively, they may pay for other activities (e.g., marketing) that further the
development and/or commercialization of the technology.

In the application, the company and its investor must certify that the outside funding qualifies as a "Fast Track investment,” and that the investor qualifies as an "outside
investor.” Outside investors may include such entities as another company, a venture capital firm, an individual "angel" investor, or a non-SBIR or non-STTR government
program. Outside investors may not include the owners of the small business, their family members, and/or affiliates of the small business.

DoD will notify each Fast Track company, no later than 10 weeks after the end of Phase |, whether it has been selected for Phase Il award. Once notified, the company and
investor must certify, within 45 days, that the entire amount of the matching funds from the outside investor has been transferred to the company.

If you need assistance regarding Fast Track, you can visit DoD's STIR/STTR web site for complete details on the program. The site also contains a list of private-sector sources
of early-stage technology financing as well as a list of ongoing Phase | SBIR and STTR projects.

You can also contact the SBIR/STTR Help Desk by e-mail at http://www.acq.osd.mil/osbp/sbir/help/index.htm or by telephone at 866-729-7457.
Other SBA Programs

The Small Business Administration administers several programs that are designed to help small businesses market to both large business and government procurements:

- The Small Disadvantaged Business (SDB) Certification Program is designed to treat small companies equitably and empower them to pursue business in both the private
and public sector contract arenas by providing them specific advantages in the procurement process.

= The 8(a) Business Development Program provides on-going personalized business assistance and counseling to certified 8(a) small disadvantaged businesses in
expanding their business, fostering profitable business relationships and becoming more effective in both the large business and government sectors.

- The HUBZone Empowerment Contracting Program is designed to stimulate economic development and create jobs in urban and rural communities. The program provides
contracting opportunities to small businesses located in, and hiring employees from, Historically Underutilized Business Zones.

= The 8(a) BD Mentor-Protege Program is a new public-private partnership sponsored by the SBA that seeks to grow disadvantaged startup businesses with the help of
experienced ones.

- The Veterans Entrepreneurship Program is another recently launched program that provides assistance to veterans owning small businesses, especially those who are
service-disabled.

u

Other Assistance Measures describes other help available to small businesses to assist with the acquisition processes.

Small businesses cannot receive benefits from these programs unless the SBA certifies that they meet the specific criteria applicable for the particular program and that they
qualify to participate.

SDB Certification Program

The Small Disadvantaged Business Certification Program (SDB Program) is administered by SBA and designed to help small disadvantaged businesses compete in the
American economy by providing specific advantages and benefits in the federal procurement process.

(Note that companies that are certified as 8(a) firms automatically qualify for SDB certification. The 8(a) program is explained below.)

For more information, see these topics:

Benefits of SDB Programs
Eligibility Requirements
Application and Certification
Help Getting Certified

Benefits of SDB Program

If you can qualify as a small disadvantaged business (SDB), then you are entitled to participate in special preference programs aimed at encouraging participation
by SDBs in government business.

SDB certified companies may benefit in two main ways. First, SDBs are eligible for special bidding benefits. An SDB can qualify for a price evaluation adjustment
of up to 10 percent when bidding on federal contracts in certain industries or services where the U.S. Department of Commerce has determined that SDBs are
underrepresented because of the effects of ongoing discrimination.
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Work Smart

As of October 1, 1998, SDBs are eligible to receive the price credit when
competing in the following industry categories:

Industries Services
Agriculture Electric

Fishing Gas

Forestry Sanitary services
Construction Wholesale trade
Mining Retail trade
Manufacturing Finance
Transportation Insurance

Second, the program also provides evaluation credits to prime contractors who achieve SDB subcontracting targets, which in turn boosts subcontracting
opportunities for SDBs. All prime contractors are encouraged to use certified SDBs as subcontractors through mandated evaluation factors and optional monetary
incentives. The program is intended to help federal agencies achieve the government-wide goal of 5 percent SDB participation in prime contracting.

To receive this credit, a contractor must confirm that a joint venture partner, team member, or subcontractor representing itself as a small disadvantaged business
concern is, in fact, identified as a certified small disadvantaged business. Confirmation may be made by checking the PRO-Net database maintained by the Small
Business Administration or by contacting the SBA's Office of Small Disadvantaged Business Certification and Eligibility.

The extent of participation of SDB concerns is evaluated in competitive, negotiated acquisitions expected to exceed $500,000 ($1,000,000 for construction). The
SDB preference program does not apply in small business set-asides, 8(a) acquisitions, negotiated acquisitions where the lowest price technically acceptable
source selection process is used, or contract actions that will be performed entirely outside of the United States.

Note that this price credit does not apply to government procurements that are below the simplified acquisition threshold of $100,000, procurements that are set
aside for small business (i.e., small business set asides, HUBZone set asides and procurements under the SBA 8(a) program).

We also want to mention a new benefit. Under recent federal procurement regulations, the SBA certifies SDBs for participation in federal procurements aimed at
overcoming the effects of discrimination.

Eligibility Requirements

Any small business wanting to take advantage of the SDB Program must be certified by the SBA that it meets specific social, economic, ownership, and control eligibility criteria.
To qualify as a Small Disadvantaged Business (SDB), the business must be a small business concern that is at least 51 percent owned and controlled by one or more
individuals who are both socially and economically disadvantaged.

Social disadvantage. Socially disadvantaged individuals are those who have been subjected to racial or ethnic prejudice or cultural bias within American society because of
their identities as members of groups and without regard to their individual qualities. The social disadvantage must stem from circumstances beyond their control.

Warning
\? Caution

Caution To receive the benefits of the SDB Program, a small business must be certified by the SBA that it meets all
of the requirements.

The U.S. population is broken down into two groups: designated groups and non-designated groups. For designated groups, the law allows for a presumption of discrimination.
However, keep in mind that the presumption of discrimination may be rebutted.

Businesses whose owners are members of one of the following groups are presumed to qualify:

African American

Hispanic American

Native American (American Indians, Eskimos, Aleuts, or Native Hawaiians)

Asian-Pacific American (persons with origins from Burma, Thailand, Malaysia, Indonesia, Singapore, Brunei, Japan, China, Taiwan, Laos, Cambodia (Kampuchea),

Vietnam, Korea, The Philippines, U.S. Trust Territory of the Pacific Islands (Republic of Palau), Republic of the Marshall Islands, Federated States of Micronesia, the
Commonwealth of the Northern Mariana Islands, Guam, Samoa, Macao, Hong Kong, Fiji, Tonga, Kiribati, Tuvalu, or Nauru)

= Subcontinent Asian (Asian-Indian) (American persons with origins from India, Pakistan, Bangladesh, Sri Lanka, Bhutan, the Maldives Islands, or Nepal)

Individuals in non-designated groups can qualify if they can successfully make an argument for discrimination based on certain types of evidence, which include all of the

following:
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At least one objective distinguishing feature that has contributed to social disadvantage such as gender disability, sexual orientation, or living in an economically isolated
community

Personal experiences of substantial and chronic social disadvantage
Negative impact on one's education, employment entry, and advancement in the business world.

Economic disadvantage. Economically disadvantaged individuals are socially disadvantaged individuals whose ability to compete in the free enterprise system has been
impaired due to diminished capital and credit opportunities as compared to others in the same or similar line of business who are not socially disadvantaged.

In assessing the personal financial condition of an individual claiming economic disadvantage, his or her net worth may not exceed the limit set by law. All individuals must have
a net worth of less than $750,000, excluding the equity of the business and primary residence.

Successful applicants must also meet applicable size standards for small businesses in their industry.

Once certified, the firm is added to an online registry of SDB-certified firms maintained in the CCR database. Certified firms remain on the list for three years. Contracting
Officers and large business prime contractors may search this online registry for potential suppliers.

Application and Certification

Prior to applying for certification, the SBA highly recommends that you take their online training course on SBA certification eligibility available at
http://www.sba.govi/training/courses.html. Look under the topic "Government Contracting" and click on "Certification Programs." It would be nice to be certain you meet the
criteria before investing your time.

Recently, the SBA has automated the 8(a)/SDB process to speed it up and eliminate bottlenecks. The SBA hopes this process will revolutionize the way the Business
Development Program Office oversees 8(a) and Small Disadvantaged Business certification, resulting in a more streamlined, user-friendly, and an easier method for the
applicant to apply for certification. You can now apply online at the SBA web site, but there are some details you must do first.

= To do business with the Federal government and to be certified under the 8(a) Program or as an SDB, you must register in the Central Contractor Registration (CCR)
database, and complete the Small Business Supplemental Page within CCR. This Supplemental Page is identified at the completion of your CCR registration and before
you close out of the site. As a government-wide single point of vendor registration, CCR is a key aspect of streamlining and integrating electronic commerce into the
federal procurement process.

u

You must register for an account in the SBA's General Log-in System (GLS), the single log-in point for all of its services. This assists SBA in improving its service delivery
to their clients.

- You must download, sign and submit your notarized Authorization form, also referred to as a "signature” authorization. This authorization is sent separately to the SBA.
Upon the receipt of this document, the SBA will begin the time frame for screening and reviewing of the entire electronic application.

Log-in to the 8(a)/SDB Application via SBA General Log-in System.

Complete and submit your application form. Make sure you use the help screens designed to guide you along when you submit your application.

The length of time needed to review your application will depend on its complexity. For example, a sole-proprietorship 100-percent-owned by a designated group member will
not take as long as a multi-owned corporation located in a community property state. The regulatory time frames are 90 days for a response from an 8(a) application and 75
days for a response from an SDB application. There are two parts to reviewing any application. First, the SBA makes certain they have all the information required to process
the application, and then the information is reviewed and analyzed.

Your electronic application information is protected by a username/password-based authentication system for all interactions. The process uses secure, 128-bit encrypted
communications to ensure that system passwords cannot be detected by network intruders. For further information regarding SBA's Internet Privacy Policy, see this site.

Please make sure that your submitted answers are truthful and accurate, as there are serious legal consequences for falsifying information in an 8(a)/SDB application that may
include fines, imprisonment or both.

Help Getting Certified

You can work directly with SBA in completing your application and providing the required documentation, but if there is something wrong with your paperwork, you will be denied
certification and given 45 days in which to respond to the rejection. If you don't satisfactorily address the deficiencies within that time frame, you will have to wait a year to
reapply.

Don't forget the PTACs and Small Business Development Centers may be of help with your application, so be sure check if your local office can assist you.

Keep in mind that, no matter how you choose to complete your paperwork and application, you are the one ultimately responsible for making sure that all questions are
accurately addressed and all required information is provided.

8(a) Business Development Program

The 8(a) Business Development Program, like the Small Disadvantaged Business Certification Program described above, is administered by SBA and designed to help small
disadvantaged businesses compete in the American economy.

(Note that companies that are certified as 8(a) firms automatically qualify for SDB certification.)
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Example

The 8(a) Business Development Program was named for a section of the Small Business Act. In fiscal
year 2003, more than 8,200 firms participated in the 8(a) program and were awarded $9.56 billion in
federal contract awards.

Example

In addition to the federal procurement benefits available through the SDB Program, for which 8(a) firms automatically qualify, 8(a) firms receive a broad scope of assistance,
including one-on-one assistance and coaching from a Business Opportunity Specialist to help them grow and expand their businesses. Under this program, 8(a) businesses
enter into a nine-year partnering relationship with the SBA; a four-year developmental stage and a five-year transition stage.

During the developmental stage, businesses are offered help in expanding their business and fostering meaningful business relationships. During the transitional stage,
businesses are helped to become more effective in both the large business and government sector market in dealing with complex business deals and to prepare for post-8(a)
program expansion and development.

The overall goal of the program goal is to graduate firms that will go on to thrive in a competitive business environment. To achieve this end, SBA district offices monitor and
measure the progress of participants through annual reviews, business planning, and systematic evaluations.

At any time during a firm's term, the SBA may terminate a firm's participation in the 8(a) program for non-compliance with program requirements and regulations.

For requirements on the amount of work that must be performed by the prime contractor in order to be awarded an 8(a) contract, see our discussion about the Small Business
Set-Aside Program.

For more information, see these topics:

Benefits of 8(a) Program

Eligibility Requirements
Application and Certification

Women-Owned Small Businesses

Benefits of 8(a) Program

In addition to the on-going personal counseling services, the program offers specialized business training, marketing assistance, and high-level executive development provided
by the SBA and its resource partners. Businesses may also be eligible for assistance in obtaining access to surplus government property and supplies, SBA-guaranteed loans
and bonding assistance.

Moreover, recent regulations permit 8(a) companies to form beneficial teaming partnerships and allow federal agencies to streamline the contracting process. In addition, the
recent rules make it easier for non-minority firms to participate by proving their social disadvantage. Specifically:

Participants can receive sole-source contracts, up to a ceiling of $3 million for goods and services and $5 million for manufacturing. There is also a limit on the total dollar
value of sole-source contracts that an individual participant can receive while in the program: $100 million or five times the value of its primary NAICS code

Federal acquisition policies encourage federal agencies to award a certain percentage of their contracts to SDBs. To speed up the award process, the SBA has signed
Memorandums of Understanding with 25 federal agencies allowing them to contract directly with certified 8(a) firms.

Recent changes permit 8(a) firms to form joint ventures and teams to bid on contracts. This enhances the ability of 8(a) firms to perform larger prime contracts and
overcome the effects of contract bundling (the combining of two or more contracts together into one large contract).

Eligibility Requirements

To qualify for the 8(a) program, a small business must be owned and controlled by a socially and economically disadvantaged individual; in other words, a
disadvantaged owner must be involved on a full-time basis. Certain minority groups are presumed to qualify as socially disadvantaged and include African
Americans, Hispanic Americans, Asian Pacific Americans, and Subcontinent Asian Americans.

However, an individual does not qualify automatically as socially disadvantaged just because he or she belongs to one of the named groups. SBA may challenge
an individual's claim of social disadvantage if there is substantial evidence that the individual has not experienced, or has overcome, the traditional discriminatory
social attitudes, racial prejudice and stereotyping that have created serious obstacles for many members of these groups when they attempt to obtain equal
access to financing, markets and resources necessary to establish, maintain or expand small businesses.

Individuals who are not members of the named minority groups can be admitted to the program if they can show through a "preponderance of the evidence" that
they are disadvantaged because of race, ethnic origin, gender, physical handicap, or geographic environment isolated from the mainstream of American society.
The individual must demonstrate personal suffering and not merely claim membership in a non-designated group.

To qualify for the 8(a) program, a socially disadvantaged applicant must also be economically disadvantaged. In order to meet the economic disadvantage test,
individuals must have a net worth of less than $250,000 for initial 8(a) eligibility, excluding the value of the business and personal residence. For continued 8(a)
eligibility after admission to the program, net worth must be less than $750,000. This determination is made on the individuals and not jointly if spouses are
involved. Separate personal financial statements on spouses are required.
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Warning
\\Fv Caution

Caution To receive the benefits of the 8(a) Program, a small business must be certified by SBA that it meets all of
the requirements.

= In determining economic disadvantage, the SBA will determine whether the applicant has suffered diminished credit and capital opportunities, based on the
following: personal and business assets; personal and business net worth; personal and business income and profits; success in obtaining adequate financing,
adequate bonding and outside equity credit; and other economic disadvantages.

= Successful applicants must also meet applicable size standards for small business concerns, be in business for at least two years, display reasonable success
potential and display good character. Although the two-year requirement may be waived, firms must continue to comply with various requirements while in the
program.

Application and Certification

= To start the application process, contact the local SBA district office serving your area. An SBA representative will answer general questions over the telephone.
Most district offices have regularly scheduled 8(a) orientation workshops designed to explain the 8(a) Business Development Program, the eligibility requirements
and to review various SBA forms. An application will be provided at the informational session, along with filing instructions.

= The 8(a) application process has been automated with the Small Disadvantaged Business program, as previously explained in this chapter. For further
information, call the SBA Division of Program Certification & Eligibility at (202) 205-6417.

- As an alternative, in September 2004, a new automated application was developed by an 8(a) firm, Simplicity, Inc., in conjunction with the SBA's Office of
Government Contracting and Business Development. It employs decision logic to screen applications allowing the SBA to review and process applications more
efficiently and provide improved customer service.The application is 100 percent Web-based, allowing applicants to apply without downloading any software or
plug-ins, replacing a four-page written application that required substantial supporting documentation. The online application incorporates features including
context sensitive help, real-time validation, printer-ready versions and integrates with the Central Contractor Registry (CCR).

- To get to the new online application, go to this link.
=  Women-Owned Small Businesses

= Federal regulations require that women-owned small businesses (WOSB) have the maximum practicable opportunity to participate in performing contracts
awarded by any federal agency. The regulations direct federal agencies to reach out to women-owned small businesses and make sure that they understand the
process and are offered contract opportunities. As of this writing, there were no specific preference programs in this area and no requirements for formal
certification. The system still recognizes self-certification.

= However, if you are a women-owned small business and feel that you have been hindered in your efforts to do business, you can apply for certification as a
socially and economically disadvantaged business under the SBA 8(a) program. See your local SBA office to discuss this issue.

- One word of caution: If you are a male-owned business and you make your wife or another woman owner of 51 percent of the stock in order to qualify for 8(a)
benefits, you are spinning your wheels. The SBA auditor will know what you are doing: 51 percent ownership is a red flag. Similarly, if the auditor comes to your
office and sees that the male's office is bigger than the female's, you are not going to be certified. You must be able to show that the business is managed and
controlled on a daily basis by a woman, and that the woman is the person who makes the life and death decisions of the company.

Work Smart

If you are looking for information about opportunities for women-owned small businesses, a good place to
start is at http:/www.womenbiz.gov.

HUBZone Program

The Historically Underutilized Business Zone (HUBZone) Empowerment Contracting program, which was enacted into law as part of the Small Business Reauthorization Act of
1997, provides federal contracting assistance and opportunities for qualified small businesses located in distressed historically underutilized business zones, known as
"HUBZones."

Among other things, it allows small firms located in many urban or rural areas to qualify for sole-source and other types of federal contract benefits. The underlying purpose of
the program is to encourage economic development and increase employment opportunities.

The HUBZone program falls under the auspices of the Small Business Administration (SBA), which is responsible for implementing the program and determining which
businesses are eligible to receive HUBZone contracts. SBA maintains a listing of qualified HUBZone small businesses that federal agencies can use to locate vendors and also
adjudicates protests of eligibility to receive HUBZone contracts. In addition, SBA is responsible for reporting to Congress on the program's impact on employment and
investment in HUBZone areas.

While the Small Business Reauthorization Act of 1997 increased the overall government-wide procurement goal for small business from 20 to 23 percent, the statute sets the
goal for HUBZone contracts at 1-1/2 percent for 2000, 2 percent for 2001, 2-1/2 percent for 2002, and 3 percent for 2003 and thereafter.
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For more information, see these topics:

Benefits of HUBZone Program
Eligibility and Certification

Benefits of HUBZone Program

There are four types of contract benefits that a HUBZone certified business can qualify for:

A competitive HUBZone contract can be awarded if the Contracting Officer has a reasonable expectation that at least two qualified HUBZone small businesses will
submit offers and that the contract can be awarded at a fair market price.

A sole source HUBZone contract can be awarded if the Contracting Officer does not have a reasonable expectation that two or more qualified HUBZone small
businesses will submit offers, determines that the qualified HUBZone small business is responsible, and determines that the contract can be awarded at a fair price. The
government estimate cannot exceed $5 million for manufacturing purchases or $3 million for all other requirements.

A full and open competition contract can be awarded with a price evaluation preference. The offer of the HUBZone small business will be considered lower than the
offer of a non-HUBZone/non-small business, providing that the offer of the HUBZone small business is not more than 10 percent higher than that of the non-HUBZone
business.

A subcontract could be awarded by a large prime contractor. Federal rules require these contractors to include HUBZone contracting goals.

In addition to the contract benefits, certified HUBZone firms can qualify for higher SBA-guaranteed surety bonds on construction and service contract bids. Firms in
Empowerment Zones and Enterprise Communities (EZ/EC) can also benefit from employer tax credits, tax-free facility bonds, and investment tax deductions.

Eligibility and Certification

To qualify for the HUBZone program, a business must meet four requirements:

It must be a small business.

It must be owned and controlled only by U.S. citizens.

The principal office of the business must be located in a "historically underutilized business zone."
At least 35 percent of its employees must reside in a HUBZone.

Existing businesses that choose to move to qualified areas are eligible. To fulfill the 35 percent requirement, employees must live in a primary residence within that area for at
least 180 days or be a currently registered voter in that area.

Warning
\? Caution

Caution If you are a one-person business and your office is located in a HUBZone, but you don't reside in the
HUBZone, you do not qualify!

To be designated a "HUBZone," an area must also meet certain criteria. It must be located in one or more of the following three areas:

a qualified census tract (as defined in the Internal Revenue Code of 1986)

a qualified "non-metropolitan county" (as defined in the Internal Revenue Code of 1986) with a median household income of less than 80 percent of the State median
household income or with an unemployment rate of not less than 140 percent of the statewide unemployment rate, based on U.S. Department of Labor recent data

a federally recognized Indian reservation.

The certification process is fully electronic, Internet-based, and integrated with CCR. The SBA will verify eligibility and make sure that ownership, location, and employment
percentage requirements are satisfied. The average time for processing is approximately 30 days, and SBA's decision will be in writing.

To apply, companies are encouraged to use the electronic application directly on the HUBZone web site. Applicants can also submit a paper copy to SBA headquarters in
Washington, D.C. Applicants can download the paper version from the web site or obtain it from any local SBA district office.

Computer mapping software available on SBA's web site allows firms to search a database to determine whether or not they are located in a qualified HUBZone. The system
allows searches by address, county or town and displays metropolitan areas, Indian reservations and areas that qualify by income, unemployment rate, or both.

For further information and to find out if your location is in a HUBZone, you can visit the SBA web site at https://fewebl.sba.gov/hubzone/internet/.

SDB, 8(a) and HUBZone Compared
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The SBA administers three core certification programs for small businesses: the Small Disadvantaged Business Program (SDB), the 8(a) Business Development Program, and
the HUBZone Program. All three are designed to help small businesses market themselves to both large business and government procurements. However, not every small
business can participate in these programs. To participate, a business must meet specific criteria and must be certified by SBA that these criteria have been met.

Benefits Compared

There are some major differences in the benefits of the SDB, 8(a), and HUBZone programs. SDB and HUBZone are essentially contractor programs designed to expand
economic opportunity for disadvantaged businesses. In contrast, 8(a) is a business development program that provides a broad scope of assistance to disadvantaged firms,
including personalized business counseling. Under the program, each 8(a) certified company is assigned a Business Opportunity Specialist (BOS) who advises and coaches the
company in business matters. There is no such benefitin SDB and HUBZone.

Only the HUBZone Program specifically promotes business opportunities in distressed communities. Small businesses not located within these areas may be eligible for
certification in the SDB or 8(a) BD Programs.

Certification Requirements Compared

To be certified for the SDB, 8(a), or HUBZone programs, a business must demonstrate that it meets the basic requirements for admission. Although there are differences in the
requirements for each, there is one universal requirement for all of these programs: the business must be classified as small.

For SDB and 8(a) certification, a business must generally show that it is unconditionally owned and controlled by one or more socially and economically disadvantaged
individuals who are of good character and citizens of the United States. In addition, the net worth of the individual claiming economic disadvantage may not exceed the limit set
by law. For SDB eligibility, net worth must be less than $750,000, excluding the value of the business and personal residence. For initial 8(a) eligibility, the net worth of an
individual claiming disadvantage must be less than $250,000, excluding the value of the business and personal residence. For continued 8(a) eligibility after admission to the
program, net worth must be less than $750,000. (Note that companies that are 8(a) firms automatically qualify for SDB certification.)

For HUBZone certification, your business must be located in a qualified HUBZone area. A pre-determined percentage of employees who work for the company must also live in
a HUBZone.

Application Process Compared

You can apply to all three certification programs and, under the right circumstances, you could conceivably qualify for all three; for example, if you were an 8(a) eligible business
located in an Historically Underutilized Business Zone.

Although you can apply to all three programs, there is no universal application. Each core program has its own application form and specific process for certification. However,
all three certification programs require similar information along with your application, including such items as personal financial statements, previous tax returns, SBA forms,
and IRS forms.

8(a) Mentor-Protege Program

The SBA has implemented the Mentor-Protege Program (MPP) to help starting 8(a) companies learn the ropes from experienced businesses. The program is offered under
SBA's 8(a) Business Development program serving disadvantaged firms.

The MPP seeks to encourage major federal prime contractors (mentors) to help develop the technical and business capabilities of small disadvantaged businesses and other
eligible Proteges in order to enable the Protege to expand its business base within the federal government. Through credit toward subcontracting goals or some direct
reimbursement of costs, the MPP provides incentives for these mentors to establish and implement a developmental assistance plan that enables the Protege to compete more
successfully for government contracts and subcontract awards.

The mentor firms represented in the MPP encompass a broad range of industries, including environmental remediation, manufacturing, telecommunications, and health care.
Mentors provide technical and management assistance, financial assistance in the form of equity investments and/or loans, subcontract support, and assistance in performing
prime contracts through joint venture arrangements with 8(a) firms.

Proteges have only one mentor at a time. Generally, a mentor will not have more than one Protege at a time without SBA authorization.

Work Smart

= The information presented regarding the Mentor-Protege Program is general in nature. Be sure to review
specific agencies' MPPs to find out if unique criteria apply. In the DoD MPP, for example, eligible
companies include qualified organizations employing disabled persons or enterprises owned by women.

For more information, see these topics:

Protege Requirements
Mentor Requirements
Entering the Program

Protege Requirements
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To participate in the program, the Protege must be in good standing in the 8(a) program and must be current with all reporting requirements. In addition, the Protege must also
meet one of the following requirements:

It must be in the developmental stage of the 8(a) program.
It must have never received an 8(a) contract.
- It must have a size of less than half the size standard for a small business based on its primary NAICS/SIC code.

MPP Certification for Non-8(a) Firms

Federal regulations require that any firm that is not an 8(a) certified firm but is seeking to be eligible as a Small Disadvantaged Business for participation as a Protege under the
Mentor-Protege Program must be certified as an SDB by the Small Business Administration. Self-certifications are no longer sufficient.

Contact the local SBA District Office for an application package. Submit the completed application to SBA's Assistant Administrator for Small Disadvantaged Business
Certification and Eligibility (AA/SDBCE). No firm will be recognized as an SDB without certification by the SBA for any of the purchasing programs that give an SDB preference
for award.

Mentor Requirements

The mentor can be a business that has graduated from the 8(a) program, a firm in the transitional stage of the program, or a small or large business. A mentor must have the
capability to assist the Protege and must make a commitment for at least a year. In addition, the mentor must meet all of the following requirements:

= It must be financially healthy and must have been profitable for at least the last two years.
It must be a federal contractor in good standing.

- It must be able to provide support to a Protege through lessons learned and practical experience gained from the 8(a) program or through its general knowledge of
government contracting.

Entering the Program

- Mentor and Protege firms enter the program by entering into an SBA-approved written agreement outlining the Protege's needs and describing the assistance the
mentor has committed to providing. The Protege's servicing district office evaluates the agreement according to the provisions contained in the regulations (13
CFR 124.520). SBA conducts annual reviews to determine the success of the mentor-Protege relationship.

- For additional information on the program, contact your SBA District Office or:

- 8(a) BD: Mentor-Protege Program
U.S. Small Business Administration
409 Third Street, SW
Washington, DC 20416
Phone: (800) 827-5722

= The SBA also provides details on the program at the SBA web site.

Veterans Entrepreneurship Program

The Veterans Entrepreneurship and Small Business Development Act of 1999 and the Benefits Act of 2003: Procurement Program for Small Business Concerns Owned and
Controlled by Service-Disabled Veterans provides for set-aside and sole-source procurement authority for service-disabled veteran-owned small business (SDVOSB) concerns.

The contracting officer may:

= award contracts on the basis of competition restricted to SDVOSB concerns if there is a reasonable expectation that two or more SDVOSB concerns will submit offers for
the contracting opportunity and that the award can be made at a fair market price

- award a sole-source contract to a responsible SDVOSB concern if there is not a reasonable expectation that two or more SDVOSB concerns will submit an offer, the
anticipated contract price (including options) will not exceed $5 million (for manufacturing) or $3 million otherwise, and the contract award can be made at a fair and
reasonable price

The laws limit use of SDVOSB procurement authority to procurements that would not otherwise be made from Federal Prison Industries or the Javits-Wagner-O'Day.

The laws are also designed to cushion the impact on small businesses when their owners or essential employees who are reservists are ordered to active duty during military
conflicts by providing loans, loan payment deferrals, and technical and managerial assistance. Moreover, the laws provide for technical, financial and procurement assistance to
veteran-owned small businesses under the auspices of the SBA.

There are federal contracting and subcontracting goals required for participation of small businesses owned and controlled by service-disabled veterans. The goals are 3
percent of the prime and subcontract opportunities available.

The Act also revises some common definitions for purposes of taking advantage of the new benefits, including the terms "veteran," "service-disabled veteran," "small business

concern owned and operated by service-disabled veterans" and "small business concern owned and operated by veterans."
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You can check the status of this program by contacting the SBA Office of Veterans Affairs. You also can find help at the Veterans' Affairs web site at www.vetbiz.gov.

Other Assistance Measures
Besides the government sources already discussed, there are other assistance programs available to small businesses to help them in the acquisition process.

For more information, see these topics:

Certificate of Competency
DoD Regional Councils

Certificate of Competency

This program, sometimes referred to as the "second bite of the apple,” comes into play when a government buyer determines that a small business is "not
responsible” for a specific contract award. In other words, the buyer has determined that the business does not show certain elements of responsibility, such as
capability, competency, capacity, credit, integrity, perseverance, or tenacity, for the purposes of receiving and performing that specific government contract. In
such a case, the Contracting Officer is required to withhold the contract and refer action to the Small Business Administration for a possible Certificate of
Competency (COC).

Once the matter is referred to the SBA, the SBA must, within 15 days, inform the company of the Contracting Officer's decision and offer it an opportunity to apply
to the SBA for a COC. After receiving an acceptable application, the SBA conducts an independent pre-award survey to determine the company's ability to
perform on the specific contract. If the SBA determines that the company is able to perform, the COC program authorizes the SBA to issue a Certificate of
Competency. The COC certifies to government Contracting Officers as to all elements of responsibility of the small business concern to receive and perform on
the specific government contract.

If the small business decides that it has bid too low or a better job comes along, it may want to ignore the COC involvement. If the COC is refused, the
government buyer can then make the award to the next low responsive and responsible bidder.

DoD Regional Councils

- The DoD Regional Councils for Small Business Education and Advocacy are a nationwide network of small business specialists organized to promote national
small business programs to include minority and disadvantaged small business concerns and minority universities and institutions.

= Additional objectives include promoting the exchange of ideas and experiences and general information among small business specialists and the contracting
community; developing closer relationships and better communication among government entities and the small business community; and staying abreast of
statutes, policies, regulations, directives, trends and technology affecting the small business program.

- There are eight councils in all: Northeast, Mid-Atlantic, District of Columbia, Southeastern, North Central, South Central, Pacific Northwest, and Western. They are
sponsored by the DoD Office of Small and Disadvantaged Business Utilization (SADBU), but are governed by individual by-laws. Membership is open to small
business advocates from the DoD and civilian agencies. The DoD Office of SADBU is an active participant and advisor to each Council; however, each Council
establishes its own committee structure, meeting schedules and agendas.

- Non-voting membership is extended to personnel representing small business interests such as Small Business Development Centers and Procurement
Technical Assistance Centers. Some Councils invite the Small Business Liaison Officers representing prime contractors in an effort to promote small business
subcontracting.

- These councils offer small businesses a chance to "rub shoulders" with government and large contractors that may lead to contract opportunities.

n

You can visit the SADBU web site to get more information on the councils and a schedule of their various events.
Subcontracting: Another Huge Opportunity

OK, so maybe you tried several times to get a government contract and are not satisfied with the results. Or perhaps you don't feel quite ready to be a prime contractor and wish
there were a way to ease into the government contracting business and learn gradually. Or maybe you are the type of person who finds dealing directly with government
structure a bit daunting, but would still like to participate in the multi-billion dollar government market.

If you fit into any of these categories, then you are in luck because there is an excellent option: You can become a subcontractor to a prime that has a government contract. As

a subcontractor, you would enter into an agreement with the prime to provide supplies and/or services that the prime needs to fulfill the requirements of its government contract.
As such, your contractual agreement would be with the prime, not the government, and would provide an opportunity for you learn the ropes from someone who is familiar with

all the rules, regulations, and what is required in dealing with the government.

In this discussion, we'll give you a feel for the opportunity that exists for subcontractors to government primes. We'll also tell you what you need to know to succeed in your bid
to be a sub, including how to lay the proper groundwork and the secrets that you need to know to tip the scales in your favor.

What Are the Sub-Opportunities? Find out about the magnitude of the market available to you as a subcontractor, get our top picks for the prime contractors that offer
the best opportunity for subs, and weigh the advantages and disadvantages of being a sub. Did you know that prime government contractors must make a strong effort to
hire small business subcontractors in order to win a government contract of their own? We'll explain why.

Lay the Groundwork: Here you will learn what actions you should take to improve your chances of getting a subcontract with a government prime. Learn how to find the
primes and the right people to talk to, and why getting to know all about the prime, your competition, and your capabilities is key to your success. We also tell you what you
need to do to get on the Approved/Preferred Vendor Lists of primes you would like to work with as well as give you useful tips on preparing and delivering a winning
presentation.

Final Steps To Seal the Deal: Even when you are bidding against scores of other subcontractors, there are things you can do to tip the scales in your favor. We tell you
how to improve your chances and what is really important to a prime in choosing a sub (and it's not always price). We also give you the bottom line for when you should
bid and when you shouldn't. Finally, we give you a final review tip sheet for putting your best foot forward.
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What Are the Sub-Opportunities?

There is a huge market available to you as a subcontractor for a government prime. In FY 2006, for example, about 200 of the top DoD prime contractors were awarded $388
billion in contracts, of which $143.5 billion (or 37 percent) was awarded to small businesses. Specific civilian statistics are more difficult to identify, but they are also impressive.

In this section, we'll identify the prime time players--those top 100 large contractors who do the most work for the federal government and, therefore, have the greatest need for
subcontractors to help fulfill these obligations.

Then we'll take it one step further and recommend the best 20 companies out of that top 100 that offer the best opportunities for small business subcontracting work.

Moreover, government rules regarding primes and subs have changed over the years, and current regulations are designed to assure sub-opportunities. Even so, a new
practice known as contract bundling is changing the way small businesses get contracts from the government.

Finally, we'll discuss the advantages of subcontracting in comparison to being a prime contractor, and why being a sub may just be the best way for your small business to be
involved in the federal procurement system.

Prime-time players and our top picks

Government rules assure sub-opportunities

Bundling increases sub-opportunities

Advantages of subcontracting

Prime-Time Players and Our Top Picks

= There are many sub-opportunities to be a subcontractor for a large prime contracting firm for the federal government.

- Following is a listing of some of the big players in government contracting and their area of interest. This data should give you some understanding of the amount
of contract support that the large primes provide to the federal government. Note that this is the most current data that we had available to us at the time of
publication.

In the Business Tools area is a list of Top 10 Federal Contractors by Product/Service Category that you can use to
find subcontracting opportunities.

Tools to Use

= Our top picks. Following are our picks of the 20 federal contractors out of the top 100 that we think small businesses stand the best chance of getting some work
from. We eliminated foreign companies because they are not required to comply with laws protecting subcontractors. (We are not saying that they wouldn't, but it
is an issue that you don't have to even think about when you subcontract with U.S. manufacturers.)

= We also eliminated educational institutions when picking our top 20. While they may offer some service opportunities, they are generally looking for very
specialized expertise, and opportunities are thus very limited for the general population of small businesses.

Our Top 20 Federal Contractors
Federal Contractor Total $ Awards for 2006
Lockheed Martin Corporation $26,635,874,572

The Boeing Company

20,293,350,668

Northrop Grumman Corporation

16,627,067,499

General Dynamics Corporation

10,526,161,839

Raytheon Company

10,068,657,019

L3 Communications Holdings Inc.

5,197,90,394

BAE Systems PLC

4,734,920,429

United Technologies Corporation

4,452,662,076

Science Applications International

3,210,604,531

Computer Sciences Corporation

2,884,071,378

Humana Inc.

2,641,741,534

ITT Corporation

2,522,008,179

General Electric Company Inc.

2,327,705,161

Honeywell International Inc.

1,678,516,318
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Harris Corporation 1,339,125,502
Alliant Techsystems Inc. 1,128,381,646
Alliance Contractor Team 1,023,465,614
Oshkosh Truck Corporation 940,574,560
Textron, Inc. 814,684,786
SupplyCore 113,037,327

Government Rules Assure Sub-Opportunities

One of the government requirements that primes must meet in order to be awarded a federal contract really works to generate a significant market for small business
subcontractors.

Major prime contractors and subcontractors receiving contracts valued over $500,000 ($1 million for construction) are required by federal regulations to develop plans and goals
for subcontracting with small businesses, small disadvantaged businesses, women-owned small businesses, Historically Underutilized Business Zone (HUBZone) small
businesses, and service-disabled veteran-owned small businesses. Under the law, if a prime contractor selected by the government fails to negotiate an acceptable
subcontracting plan addressing all of these groups, it will not be awarded the contract.

It is easy to see why this requirement alone generates a significant and on-going subcontracting opportunity market. It is also easy to see why primes are always looking for
"good" small business subcontractors. They need you in order to be able to do business with the government.

Note that if a prime has a federal contract that requires it to develop a subcontract plan and goals, only small disadvantaged [i.e., small disadvantaged owned and 8(a)] and
HUBZone businesses that are officially certified at the federal level can be counted toward meeting plan and goal requirements. Currently, federal certification is not required for
small businesses, women-owned small businesses, or veteran- or disabled veteran-owned small businesses; self-declaration is sufficient.

Work Smart

Since certification is required before a prime can count a small disadvantaged or HUBZone subcontractor
toward meeting its subcontracting plan requirements, it is to your benefit to have your certification available
when you meet with the prime contractor or other company representative for the first time. Being able to
prove that you are officially certified could actually tip the scales in your favor over another sub that might
still be in the process.

Another reason primes need good subcontractors is that most prime contracts are so big that the primes cannot do everything in-house, and they have needs that only small
businesses can fulfill. Because of the size of the contracts, the economic situation, and the fact that one company is buying out another company that's buying out another
company, and so on and so on, many of the big primes can't manufacture the end product like they used to. Instead they just get the parts from other sources and then become
the assembler for the product. All the manufacturing expertise that was originally in the company that did all the work is often dissipated, so it now has to farm that out to
subcontractors.

So, if you can make a prime's life easier by helping it do its job well and fulfill on its government contract efficiently, on time, and with quality products/services, you have a great
chance of creating a long, rewarding relationship.

Primes Depend on Subs

AlliedSignal, consistently among the top prime contractors, depends on materials and components from 7,500 to 10,000 suppliers who accounted for 60 percent of its
defense contract costs at one time.

Sixty percent of the dollar value of Pratt & Whitney's military aircraft engines goes to suppliers.
To build the inertial guidance system for the MX missile, Northrop relied on more than 500 subcontractors to make 19,000 parts.
At Lockheed/Fort Worth, subcontracts consumed 75 percent of the cost of making the F-16 aircraft.

Bundling Increases Sub-Opportunities

= Another factor that has increased subcontracting opportunities, while at the same time decreasing prime contracting opportunities, for small businesses is the
recent (and controversial) trend by federal agencies of combining or bundling small contracts for different activities or requirements into large contract packages.

- The government maintains that combining several smaller projects under one large umbrella contract is more efficient than managing several smaller contracts,
allowing it to leverage its purchasing power to its advantage and to reduce its operating costs.

= However, the umbrella contracts are too large for small and mid-size companies to realistically handle and often require project management capability that they
usually don't have. The upshot is that thousands of small businesses have lost federal contracts in recent years because government agencies bundled contracts
into large packages that were awarded to big businesses.

= But there is a silver lining in all of this: Many big companies that get these awards are managers, not doers, and therefore must find capable subcontractors to
help get the work done.

- There is another boon to prospective small business subs. Under new SBA guidelines, if a bundled contract is seen as a necessity by the buying agency, the
agency must establish a significant evaluation factor that will allow, to the maximum extent possible, subcontracting by small businesses. Part of this may include
evaluating the prime contractor's past efforts in providing small firms with the chance to subcontract.

n

Effects of bundling. The Small Business Reauthorization Act of 1997 stated that federal agencies are allowed to bundle contracts only to achieve "measurably
substantial benefits" in terms of cost, shorter acquisition cycles, or better terms and conditions, among other benefits. Congress and the SBA, which have been



tracking the increased use of this trend, have been concerned that if left unchecked the trend could lead to a decrease in prime federal contracting with small and
mid-size businesses, which, according to 1998 statistics, averages about $40 billion per year of the $180 billion total.

Recently, the SBA has issued new rules that prohibit government buying agencies from combining contracts unless it is necessary and they can document
"measurably substantial benefits" from doing so. In a move that may enable small businesses to compete for big umbrella contracts that, to date, only big
companies could handle, the SBA also has established guidelines for small businesses that want to create joint ventures to go after bundled contracts. Under the
former rules, small businesses banding together were sometimes disqualified because the resulting new employee count or combined revenues would exceed
SBA's definition of a small business. However, the new SBA guidelines provide that, if the firms are small before they enter the arrangement, a joint venture won't
change that status.

According to a study released by Congress, the number of federal contracts fell 50 percent from 4.4 million at its peak to 2.3 million in 2005. This bundling issue is
making it harder for small businesses to compete. More and more, communities and states are banding companies together regionally to bid on larger contracts
(flexible networks). This is one solution to bundling, but it's not going to fix the problem of larger contracts becoming unreachable to small business.

Advantages of Subcontracting

As a subcontractor, your agreement to provide supplies and/or services would be with the prime; you would have no contractual relationship with the government.
Therefore, you have another entity---the prime, in this case--between you and the government.

This can work to your advantage since dealing with a prime is generally more straightforward, less complicated and less burdensome than dealing directly with
the government. Administrative requirements are reduced. In addition, government rules offer more protection to subs when it's time to be paid, because the subs
are required to get their money before the prime does.

Although the primes are looking for good suppliers, the key operative word is "good." You are not going to get a contract just because you're small, minority,
woman-owned or some other defined category. You still have to supply them with good quality products on time and at a competitive price.

Less administrative burden. In general, there is less administrative burden for a subcontractor because many of the administrative requirements imposed by the
government are borne by the prime. Some burdens might pass through or "flow down" to subcontractors, but there are relatively few. Also, the dollar value of a
subcontract is often below the dollar threshold that must be reached before many of the government requirements kick in.

Have a problem while working on the job? If your contract is directly with the government, you would have to follow a certain prescribed procedure and chain of
command, as would the government, for submitting your problem and getting it resolved.

If your contract is with a prime, you could probably get your problem resolved with a phone call. There will be structure in dealing with a prime, but it is not as rigid
as the government structure. In addition, there is another advantage--payment protection.

More protection. Traditionally, small businesses have dreamed of doing business with one of the "Big 3" auto makers. Associated with doing subcontracting work
for any big player is the perception that you are part of a small, but "elite" group of small businesses that will always have work and will end up making lots and
lots of money.

However, perception is not reality, and there are some definite disadvantages that you could experience in working for the Big 3 (or for any other big commercial
company, for that matter) that you won't experience in working for a government prime. Some subcontractors to big players have found themselves dependent on
these companies for 50 to 90 percent of their work and, because of that, having to work on slimmer and slimmer margins when "requested" to do so. It's easy to
see why these small companies probably end up feeling more "stuck" than "elite."

Why won't you experience this same thing working for a government prime? Because just as the government is required, by law, to pay its contractors within 30
days after receiving a proper invoice, so are government primes required, by contract, to pay their subcontractors.

In fact, contractors do not get paid until they have shown proof that they have paid their subcontractors. This is called "flow down"--where the government requires
specific prime contract requirements to flow down to subcontractors and be incorporated into their subcontracts.

Warning
i.
*\k However, there is a down side of "flow down." For example, if right now you are thinking, "Great! If | have
. no contractual relationship with the government, | won't have to deal with all that government paperwork
i and all those rules and requirements," you'd better think again. If the contract is complex, you could
Caution actually be required to put up with some of the same paperwork, rules, and obligations as the prime under

a "flow down" clause in your subcontract.

Flow-down clauses are especially common in government and construction subcontracts. The government,
recognizing the need to assure that important federal policies are followed throughout performance,
sometimes will require specific prime contract requirements to flow down to subcontractors and be
incorporated into their subcontracts.

The usual flow-down clause will incorporate, by reference, parts of the prime contract into the subcontract.
Such clauses bind the subcontractor to the prime to the same extent that the prime is bound to the
government. In effect, the prime contractor's duties and obligations “flow down" to the subcontractor. What
was that about no paperwork?

However, if you have a problem with a prime contractor that involves a flow-down clause in the prime
contract concerning subcontractors, such as paying for work performed or some technical issue, the
government could possibly decide to step in on your side and help you fix it. (This depends on the nature
and severity of the problem. There is no guarantee that the government will do anything.) However, if your
problem does not involve a government flow-down requirement concerning subcontractors, you are on your
own; the government will not help you.

Lay the Groundwork

Before you even think about actually making a bid on subcontracting work, there are some things that you need to do to improve your chances for success. Finding the "right"
prime (i.e., one whose products or services match your capabilities) and effectively presenting yourself and your company are going to take a little forethought and more than a
little preparation.

To adequately prepare, you need to take action in each of the following areas for each prime that interests you:
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Find the right primes and the right people
Do your homework
Learn how to sell yourself

Get on approved/preferred vendor lists

Consider flex networks

Find the Right Primes and the Right People

We have found that the most effective way to begin finding subcontracting work with a government prime is to:

identify the primes that have government contracts and regularly use small business subcontractors to satisfy their contract goals

= get the name(s) of who to contact at each company

There are two main directories on the Internet that can help you get started.

First, you can find information about the prime contractors that have contracts with military government agencies at this site. Click on "Subcontracting Opportunities with DoD
Major Prime Contractors" and then the state that interests you. This directory is issued annually by the Office of Small and Disadvantaged Business Utilization and lists, by
state, the names and addresses of DoD prime contractors that have military contracts, the product or service line that the company provides to the DoD, and the name and
telephone number of each prime contractor's Small Business Liaison Officer (SBLO).

An important part of the SBLO's job is to provide informational assistance to small businesses about subcontracting matters. They can tell you about past, present, and future
purchases at their contractor locations.

In many companies, the small business liaison (or coordinator or director or similar title) is much like the government buyer: He or she is the person in the company who sources
and/or works with subcontractors. Therefore, after you have done all your research and preparation work, this is more than likely the person (or one of the persons) that you
have to market to.

A second directory that provides prime and contact information is at this SBA site. Here you will find a list of the names and addresses of the primes that have civilian contracts
as well as the type of business and the name and phone number of the person you should contact for each prime. You can view or download the entire list of prime contractors
or just the list for a particular state.

Think of these contacts as the front door to that company. Even if you don't fit into the plans for government-related work of the companies you contact, you might be able to get
involved in their commercial work or, perhaps, both. After you prepare your presentation, you will want to call, visit, or write any contact whose business has products or services
that might offer subcontracting opportunities for you.

But before you meet with a prime or its liaison person, you first have to do some homework. You have to learn more about each prime that interests you and take a closer look
at the competition and your very own company.

Work Smart

Note that there are other directories on the Internet that might be able to help you find the right primes as
well. For example, you can find one at this site that lists the prime contractors for the Department of the
Treasury whose contracts require subcontracting plans as well as the names of their contact people. A
search for "subcontracting directories" or other similar term might yield still others that interest you.

At this point, you may be thinking, "Wow, what a lot of work! Isn't there another approach | can use to find the primes with subcontracting opportunities?"

There is another approach to finding primes with subcontracting work using SUB-Net (http://web.sba.gov/subnet/), a government web site that is primarily used by primes with
government contracts to post "live" solicitations for the products or services that they need from subcontractors. Here you can locate "live" subcontracting opportunities in your
area of expertise. While the web site is designed primarily as a place for large businesses to post solicitations and notices, it is also used by federal agencies, state and local
governments, nonprofit organizations, colleges and universities, and even foreign governments to post subcontracting opportunities.

You can identify subcontracting opportunities in one of two ways: You can search for opportunities that might be a fit for your capabilities, or you can fill out a profile about your
company and have notices about opportunities that match your profile automatically sent to you. You can then decide whether to respond.

While this approach to finding primes requires less effort than researching, it will not get you the best results. And why not?

Because presenting yourself and your company's capabilities to the right primes and/or the right people within each company before a subcontract is awarded or, better yet,
before bids are ever posted gives you an edge in the process.

By focusing on "live" bids as they come out, you are just part of a very large crowd. But by focusing on getting to know the right people first, you are ahead of the game. Primes
get to know you and get to know all about what your company has to offer them. This could put you in the very favorable position of being part of the prime's planning process.

SUB-Net is a good resource that, when used in combination with seeking out the right people, will help you cover all bases.
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Work Smart

There is no business in the world that is totally self-sufficient and does not depend on other businesses to
create leverage, discuss issues and problems, and learn from one another. One of the most missed
sources of leads, information, and advice is your peers.

You should go to business and chamber events (and any other event, for that matter, that relates to the
improvement or advancement of your business) where you can meet with other businesses in your
community. This is a rich source of information and you'd be surprised what you will find out.

However, as with any organization or group you join, you will only get out of it what you put in. If you only
go to one or two meetings a year, don't expect much. Instead, become involved--better yet become a
leader. Volunteer for events and functions. Join a committee; become its chairperson.

Do Your Homework

If you are serious about being a subcontractor and selling your company's products or services to a prime, it is going to take some work.

Successful selling is knowing: your customer, your competition, and your capabilities.

- Get to know your customer
- Get to know your capabilities
[]

Get to know your competition

Get To Know Your Customer

If you are serious about being a subcontractor and selling your company's products or services to a prime, you'll need to know that customer--the prime.

When we say, "get to know your customer," we mean that you need to learn everything you can about each prime that might offer some opportunity for you,
including how it does business, what it needs, and what it doesn't need.

What does the prospective prime sell or produce? What product or service does it provide to its customers? What does the prime make in-house? What does it
outsource? What products or services does it need to fulfill its manufacturing needs? And what's important to this particular prime? What are its hot buttons? Fast
service? Quality parts? What does it need?

Identify your customers' needs and requirements and you'll always have work!

Work Smart

If you offer generic types of products--products that are used by almost every business no matter what
product they manufacture or service they provide (for example, office supplies, janitorial services, or other
products of a non-technical, consumer-like nature)--you don't need an intimate knowledge of a prime's
products or services. But you do need to know how they buy the type of services that you can provide. Do
they use corporate-wide contracts or can each location buy on its own?

As important as it is to know what each prospective prime needs, it is equally important to know what it doesn't need. For instance, you might have to look not only
at what the prime buys, but also in what quantity.

Knowing the quantities of items can help you evaluate whether a prospective prime presents a good opportunity for your business. For example, if you need to
sell 10,000 widgets per year to be profitable and a particular prime buys only 300 to 1,000 of that item over a year's time, you may want to re-evaluate whether
you want to spend your time and effort trying to sell to a prime that buys such low quantities. In that case, the prime's needs and your needs may not be the good
match you thought it was. And it is best to know this information before you walk in the door, so you don't waste precious time--both yours and the prime's.
Remember, the average sales call costs your company about $250, so use your time wisely. Ask better questions!

In general, small businesses that need long production-run items (usually in the tens or hundreds of
thousands) and are looking in the government arena might be disappointed. The government and
government primes usually need what some small businesses would consider short-run production (at the
max, at the thousands level). There may be higher volume in certain products, such as ammunition, that
are used up or worn out rapidly, but for the most part, it's going to be a low volume situation.

Example

- Where can you find this information? You can find much of it by doing research from the comfort of your own desk. Many, if not all, of the large prime businesses

have web sites that should provide most of the information you need. The business section of your local newspaper or current or back issues of the Wall Street
Journal may be of help. The Business Section of your local library could offer other helpful materials. A commercial web site that you may want to check out is
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www.govexec.com, which covers the federal government and usually has informative articles. It also publishes special editions on the top 100 or 200 federal
contractors and on the IT business world.

Work Smart

A quick trip to your local PTAC (Procurement Technical Assistance Center) can also help you get
information about the large government prime contractors in your area. PTACs participate regularly in
meetings and conferences with large primes, both on a regional and national basis, to discuss contracting
and government issues. Therefore, your PTAC is in a good position to help you make contact with the
large primes in your area. It can tell you who the large primes in your area are, can advise you on which
contractors might offer the best opportunity for your particular capability and what the issues might be, and
can keep you informed about opportunities to present your capabilities to the group or attend a
matchmaker conference.

As a matter of fact, a trip to your local PTAC can help jump-start the subcontracting (or contracting) process
for you at any stage and for free.

= Since part of their job is to provide information to prospective small business subcontractors, you can also make a preliminary fact-finding call to the small
business liaison or representative or the purchasing office of each prime you are interested in. Ask about their needs, the type of subcontractor they are looking
for, the procedure required to become one of their subs, and the average size of an order.

Work Smart

Recently we had the good fortune of hearing a speaker at a government business conference who would
be an inspiration to any small business working hard to succeed. She started as the sole employee/owner
of a minority woman-owned business that today is doing millions of dollars in business with a prime
contractor. What are the secrets to her success?

She came back to the same two "secrets" again and again: (1) She spent a great deal of time and effort
identifying exactly what her targeted customer's needs and requirements were, and (2) she then set up her
business to meet those needs and requirements to the letter.

She didn't try to get the prime to lower its expectations, or just give her a chance, or change the way it
worked, or accommodate her on any level. Instead, she adapted to the prime's requirements and way of
doing business. She got in step with the prime, instead of expecting or wishing that the prime would get in
step with her. She didn't look for or take any shortcuts. She found out what was needed and simply did the
work to make it happen.

If you want to be successful, you can't take any short cuts either. You have to do the work. You have to
find out what they need and how they want it and then give it to them.

Get To Know Your Capabilities
If you are serious about being a subcontractor and selling your company's products or services to a prime, you'll need to know your capabilities as a supplier.

After you have identified your prime's needs and requirements, you need to decide whether your company can provide them--i.e., whether your company and the prime are a
possible match.

If, at first glance, you decide that you cannot fit into the prime's needs because you don't make the specific product the prime uses, take a moment to reconsider.

You probably spend lots of time thinking about what your company does, makes, etc., but how much time do you spend thinking about what your company could do, make,
etc.?

Try thinking in terms of your capabilities. How can you use your same equipment, skills and processes to make other things-perhaps things you never even considered before
(and perhaps things that the prime needs)? Changing the question from "Does my company make this?" to "Is my company capable of making this?" creates more possibility
(and maybe more business).

However, in the end, unless you provide--or have the capability to provide--products or services that can be an integral part of what the prime needs, you will just end up
spinning your wheels and being disappointed. If your capabilities are compatible with what the prime needs, you are a potential fit. If they are not, move on to the next prime.

Re-thinking your process (be it welding or manufacturing or writing or whatever) in terms of the end
product(s) that you are capable of producing can be good for your business, even if you never work for the
government or a prime.

% A few years ago, business was very slow for a small arc welding company that we know of. It did precision
Examnle welding of industrial parts, but the economy had slowed down, none of its regular customers needed its
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normal services, and the company felt it had marketed to everybody in the area that might. Then at a
meeting, someone had an idea: "We keep talking about working on the same kind of products. Let's not
keep going in the same circles. Let's try to think about welding something we never tried before." When
they began brainstorming about things they could make that were metal and that there might be a market
for, it dawned on them that they could also make furniture out of metal.

Today, they are making lamps, chairs, and tables, among other things, out of steel and aluminum. In fact,
they opened a showroom, and their furniture making could turn into a nice profit center for them.

What can you take away from this example? Don't get stuck on what you have always done or are doing
now. Take the time to set a vision for what you can do.

Get To Know Your Competition

If you are serious about being a subcontractor and selling your company's products or services to a prime, you'll need to know how and why your competition has been
successful at getting sub-opportunities.

Besides knowing the customer (the prime) and understanding your capabilities, you'll also have to research your competition.

Your goal here is to gather as much intelligence as you can about these companies, including the type of work they are doing for prime contractors, how much work they are
getting, how they work with a particular prime, what they do best, etc.

However, getting this information is easier said than done. In your initial contact with the prime company, you can try asking about these issues. If the prime is not forthcoming
with information, drop it and do some detective work on your own.

There's an element of practicality that needs to come into play here since all the answers about your competitors will probably require considerable time and effort. If you're
looking at a big opportunity and it really does feel like there's a good fit in there, you might want to do as much as you possibly can. If it's not that type of a situation, we
recommend you spend less time and effort. Do what you can, but consider rate of return on investment when you decide how to spend your time.

Are you competitive? As long as we're on the subject of competition, we'd like you to consider another important issue: How competitive are you in the marketplace? Are your
products or services priced "right"? Are your prices competitive? Do they reflect your true overhead costs or do they just reflect some kind of average overhead rate that
"seems" right? Could your prices be more competitive? Are you sure?

The hard fact is that unless you know what your true costs are, you can't control them. You can't ever know for sure what your overhead is, or whether your prices are "right," or
whether you are being as competitive as possible.

If you don't really know what your costs are, we strongly recommend that you look into some type of activity-based costing, in which you look at everything--from your lights and
heat and wages and unemployment, etc. to the costs of each activity, like sending out an invoice or preparing a proposal--and put a cost on it. Only then can you know your true
costs and only then can you be sure about your pricing and about how competitive you can really be. (For more details on the ABC method, see our discussion on pricing.)

You can look on the Internet for information on average rates, average salary information, etc. In addition, the U.S. Census Bureau has business statistics that you can use to
gauge such things as whether you are salary-competitive with the industry. You can also obtain general average-rate information with regard to your industry from a consultant
perspective from the SBA's Business Information Centers (BICs).

Learn How To Sell Yourself

Selling yourself as a potential subcontractor to large companies with government contracts is no different than selling to them in the commercial arena. Here are a few tips that
may help you:

Be courteous and considerate. Make an appointment and be on time.
Be professional. Don't demand!

= Prepare your presentation. The research you have done earlier on the prime will pay off in creating your presentation. It should focus on one main point: How you can
meet the prime's needs and fulfill all their requirements.

- Keep your presentation short, on point, and clear, and be sure to practice, practice, practice. Keep necessary supporting materials or documents out of the presentation in
order to keep it short and focused; you can hand them out at the end. Don't just memorize the presentation (if someone asks a question in the middle of it, you may get
lost.) Memorize just the important points you want to cover. Talk it; don't just read it and don't just wing it.

- Be ready to offer a 30-second summary/outline about your company. When you get to the point where you can tell your storyline in 30 seconds, you will find more people
wanting to talk to you about what you do. Unfortunately, many companies adopt the opposite strategy, telling everything about the company: what they can do; how good
they are; "just look at this;" how they can change the federal government if it would "“just listen;" etc. If you don't talk about your core capabilities, you have lost their
interest.

- Be yourself. Don't put on airs and don't try to make yourself something that you're not. Expressions like "I can do anything" or "I can do whatever you want me to do" are
usually a turn-off. They make you sound desperate, not impressive. Be honest and realistic about your capabilities.

= Say it well and say it once. In other words, present the capabilities of your company in the best light possible and, when you have done that, stop speaking. If you
continue, redundancy tends to set in and you start telling them again what you just told them. If you are uncomfortable with the silence after you have finished, you can
throw it back to them and ask if they have any questions.

- An important fact that you have to deal with in today's market is that the moment that you stop being the best deal or best value for your customer, you are in trouble. But,
like we explain in the next chapter, best value is not only price. You have to address a variety of other factors as well, including quality and performance. The best deal for
one prime could be price; for another it could be something else. You stand a good chance of figuring out what that is for a particular prime if you have done your
homework.
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These are five things you should never say during a presentation to a prime contractor. Never just say:

' "We do good work." Instead prove to them that quality and delivery are central to your business.
Explain your quality assurance procedures or, even better, show them your quality assurance manual.

' "You can't go wrong with us." Instead refer them to other customers that will attest to the quality and
reliability of your work.

' "You'll really like us." In reality, the prime will "like" you only if you make him/her look good to the boss
and to the government. Instead, emphasize that you always come through, as promised, on quality,
delivery, and any other project requirements that you sign up for.

' "I know my trade. I've been in business for twenty years!" On its own, this statement probably won't
impress the prime. But explaining how you have made your business more efficient over the years
and producing a long list of satisfied customers over the 20-year span will. It will show your ability and
willingness to keep up with new developments in your field as well as new ways of doing business.

' "We'll do anything and everything for you." Very unrealistic. Instead, let the prime know that you are
ready and willing to abide by their protocols and procedures, and fulffill on their requirements.

Get on Approved/Preferred Vendor Lists

Almost every large business, including prime contractors, have an Approved/Preferred Vendor List, or something very similar, that lists the vendors and subcontractors that
have been approved by the prime for quality, on-time delivery, and other factors.

Many small businesses work very hard to get on these lists. And you should, as well, because being on the list means that you have passed the test that allows you to sell your
products or services to that particular prime.

How do you get on these lists? Basically, you need to do two things: First, you need to fill out their Approved/Preferred Vendor evaluation form, and second, submit to an
inspection.

Fill Out the Application Form

It is important that you get your company on every potential prime contractor's Approved/Preferred Vendor List, or something very similar, which lists the vendors and
subcontractors that have been approved by the prime for quality, on-time delivery, and other factors.

Each company has its own version of the Approved/Preferred Vendor Application Form, which you can obtain from the prime's small business liaison or purchasing department.
The information that you will be asked to provide will vary from prime to prime, depending on the type of work you will be doing.

A few words of caution about filling out the form: Don't think of the vendor approval form as just another formality or just another piece of paper that you can quickly fill out and
send itin. You need to be concerned and careful about the information you enter. Submitting a vendor form with a set of numbers missing or filling in the wrong (or illegible)
information could end your chances of winning a potentially lucrative contract. Therefore, before you return the form to the prime, make sure that it is complete, correct, and
readable. Check it, and then check it again.

Are you on one or two lists already? Well, good for you, but in the long run it will be better for you to try to get on the lists of several different primes. One of the hidden dangers
of focusing on doing business with just one or two large companies is that you become too dependent on them. Imagine the shock of losing 50 or 75 percent of your business in
one day. And with all your eggs in only one or two baskets, so to speak, you are putting yourself in a position where this could happen. (Sadly, we have seen it more than once.)

This same principle of spreading your base applies to the industries with which you do business as well. It is worth the effort to try to generate business in different industries, if
possible, or at least in different segments of an industry.

In the Business Tools area is a Sample Approved/Preferred Vendor Application Form, which is a compilation of all
the information that, in our experience, primes are looking for when they want to learn about a new vendor.
Although each prime has its own version of the application form, depending on its type of business, this is
a good start and might help you fill out the real forms.

Tools toUse

As with most situations, if you have questions about the form, you can request help from your local PTAC.

After filing the form, the prime contractor will likely have your company submit to an inspection.

Prepare for and Pass an Evaluation/Inspection
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It is important that you get your company on every potential prime contractor's Approved/Preferred Vendor List, or something very similar, which lists the vendors and
subcontractors that have been approved by the prime for quality, on-time delivery, and other factors.

After you have submitted your application to the prime, the second thing that you need to do to get on the Approved/Preferred Vendor List of a particular prime is to prepare for
and pass some sort of evaluation or inspection. The prime wants to assure that you are qualified and can comply with the subcontracting requirements.

The evaluation can be anything from a desk review, in which the prime will examine your company's records, financial statements, and other documentation, to a full site
inspection of your facility. The type of evaluation depends on the circumstances of the contract and/or on company policy.

If you are providing a critical part of the end product or there appears to be a potential for a long-term business arrangement, the prime will probably want to do a full site
inspection, which can be done by one person or a whole team. If that is the case, in addition to having your documentation ready for examination, you will also need to be ready
to address questions and look your best.

If, on the other hand, your work involves a requirement that is ancillary in nature, a desk review may suffice.

Warning

While the full-fledged evaluation/inspection we describe is basically an initial event that is part of getting on
a prime's approved/preferred list, you can expect the prime to return, possibly multiple times, to inspect
1 once you have won a subcontract and begun doing work. For example, the prime might want its quality or
Caution production people to watch a particular phase, to verify that a particular requirement is being fulfilled
properly, or to just make sure that everything is on track. The type and frequency of inspections will depend
on the terms of the particular contract and will occur as the need arises or as the situation or contract
changes.

What type of information do you need to get ready for an evaluation? Following is a list of some general categories of data that you will be asked to provide (note that gathering
this data will prepare you for an inspection by any prime that you may be interested in):

= Manpower -- Include the availability of technical and supervisory personnel with special skills and know-how.

= Facilities and equipment -- List your equipment and include the arrangements you have made for additional facilities and equipment, if needed.

- Quality assurance -- Show the system(s) you use and indicate whether they have been approved by any government agency or other prime.

- Production scheduling -- Have charts ready to show how you plan to meet the prime's schedules.

= Schedule of total workload -- Include any anticipated and any repeat work as well as the dollar value of any remaining backlog.

= Bill of materials -- Include a description of the product to be made in your plant and a list of materials you need to buy from the suppliers. Identify what you can do in-
house and what, if anything, needs to be outsourced.

- Inventory -- Check your existing inventory for usability on the proposed contract. Identify what steps you are taking to ensure that the parts and products you will need on
the proposed subcontract will be on hand.
Materials, suppliers, and/or subcontractors -- Include written or other confirmations on delivery dates of major and critical items.
Cost breakdown and analysis -- Describe costs in sufficient detail to allow evaluation of cash flow spreadsheets.
Cash flow spreadsheets -- Include sheets for the proposed contract and for the company's total workload. Reconcile these with the production schedule and the
company's commitments for materials as well as other financial commitments.

= Financial statements -- Include, if necessary, your most recent profit and loss statement and balance.

Work Smart

Most primes will give you high marks for good documentation (as does the government). Therefore, as you
gather this information, put it all in one place. Anything from a 3-ring binder to an electronic file will suffice-
so long as you have covered the issues outlined above and the information is current and complete. It is
nice to be able to just pull a book off the shelf or pull up a file on your computer and present information
that is current, complete, and easy to interpret. This is a professional touch that will assure the prime that
you are in control of the situation and that you have all your ducks in a row.

Final Tips To Seal the Deal

At this point, you've done all you can do to prepare to be a subcontractor to a prime government contractor. You've explored the numerous opportunities through various
sources. The government is on your side--rules have been enacted to encourage small business participation in the process. You've laid the groundwork, by doing your
homework on prospective primes and the competition. You may have even considered making changes to your operations to better position your company to compete.

All that's left is to sign a deal. To get that signature on the dotted line, we recommend that you follow this advice:

Bid selectively and wisely
Focus on providing "best value"

Improve your chances as a sub
Be what a prime looks for in a sub
Put your best foot forward
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Bid Wisely and Selectively

No business--large or small--is going to win all of the contracts they try for. And subcontracting work is no different. Statistics show that, at best, you will win less than one-third
of the contracts you bid on.

With that in mind, in order to seal the deal, our advice is to bid only when you are sure that you have a reasonable chance of success; in other words, only under the following
conditions:

- when you have researched the product or service the prime is providing and you are sure that the prime's needs and your capabilities are a match
- when your qualifications are a near-perfect match with the requirements
u

when your price is very competitive but still profitable for you

Focus on Providing Best Value

- If you're hoping to seal the deal on some subcontracting work, there are things you can do to improve your chances.

= The philosophical criteria that prime contractors use for awarding subcontracts has changed. It used to be that if you were qualified and were low bidder, you
would probably win the subcontract. These days, that is no longer true. The prevailing philosophy that governs a prime's decision as to which company will win is
no longer "lowest price," but rather "best value."

- How, then, is "best value" defined? That's a tough question with no clear-cut answer. Often best value is some combination of quality, price, and performance. It
also could be said to be what makes the best business sense. For example, the fact that a prospective subcontractor never missed a delivery schedule could be
more important to a prime than the fact that it is a bit higher on price. Even if its price isn't the lowest, when you throw it all together, it is.

- Other issues could also factor in, depending on the prime's specific needs or special requirements. For example, a prime looking for creative ways of improving
production efficiencies would favor the sub that does a good job and offers that creativity over a sub that just does a good job. To another prime with special
training needs, one sub's training experience would probably give that sub an advantage over another that didn't have that experience or didn't offer that added
feature.

- Therefore, we can say two things, for sure, about best value: (1) it varies from prime to prime, depending on their individual needs and requirements, and (2)
lowest price alone just doesn't do it any more.

u

Note that the procurement philosophy for the government has also changed to best value. That's why doing your homework to find out what your customer's
needs are (be it the government or a prime) and focusing on those needs is so important.

Work Smart

= Quite often, prime companies have the need, but not the actual technical expertise, to do a job. If you are
a top-notch engineer or technical person, you can do quite well as a subcontractor--and you get to create
your own hours and vacation time!

Improve Your Chances as a Sub
If you're hoping to seal the deal on some subcontracting work, there are things you can do to improve your chances.

As much as primes are looking for quality products at reasonable prices, they are also looking for subcontractors that can help them hold up their end of the bargain with the
government and make the contract go smoothly.

Is there anything that could tip the scales in your favor? You can greatly improve your chances of getting the job if you can show that you are willing and able to learn the
prime's protocols, do the required conferencing and follow-ups, and familiarize yourself with any required contract details and forms.

As a sub, timing is crucial and communication is essential. Let the prime know that you are aware of this and are ready to satisfy their needs in these areas as well.

Lastly, all things being equal, most primes will choose the subcontractor that they think they can work with the easiest and the best.
Be What a Prime Looks for in a Sub

If you're hoping to seal the deal on some subcontracting work, there are things you can do to improve your chances.

Becoming a subcontractor takes hard work, persistence and a thick skin for rejection. Even when you do everything "right," you may still be passed over simply because you
don't fit the profile of what the prime is looking for.

In deciding whether to use a sub, and which sub is right for the job, primes look at a variety of issues. Should they make or buy? Is it going to be less expensive for them to go
out of plant to get the work done? Are there union issues? Is the technology such that they can only buy or use a sub? Does the potential subcontractor have the needed
technical ability and qualifications to do the work? Are there socioeconomic considerations in making a decision, like using small, minority-, women-, service-disabled-, and/or
veteran-owned, businesses?

Our advice, then, is to prepare yourself and your company to look and function its best so you are ready to take advantage of an opportunity when it comes along. If you are
serious about turning the opportunity into a subcontract, be prepared to burn the midnight oil.
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Put Your Best Foot Forward

If you're hoping to seal the deal on some subcontracting work, there are things you can do to improve your chances.

Here is a review of the actions that will help prepare you to select the primes that match your capabilities and make the best first impression on your potential customer. This list
does not include every possible action, nor will every action on the list be appropriate for your situation. But you can use it as a guide as you move through the process. Good
luck!

- Identify what your company does best and what you are most competitive at. If you don't have one, make a list of your company's features and benefits. Think not only in
terms of the products or services you provide, but also in terms of what you are capable of providing. Think in terms of possibilities!

= Check out the products the prime manufactures and the components and services they require to fulfill their mission. Determine which primes match your capabilities-not
by guessing or assuming but by thoroughly researching. Select your target primes.

- Do your research and gather as much information as you can about your target primes. Check out their web sites, search the Internet, and check out the Business
Reference Section of your local library for articles about the company in the Wall Street Journal, local newspapers, or trade magazines. You will make a better professional
impression if you know the basics about these companies when you walk into your first meeting with them.

= Contact each of your target primes. Ask to speak to their small business liaison or representative or the purchasing office.

In your initial contact, focus on getting the right information--i.e., information that will help you decide whether a particular prime offers some real opportunity. Ask about
their needs, the type of subcontractor they are looking for, the procedure required to become one of their subs, and the average size of an order. Also ask about any
required forms or documents that they may want you to fill out, including their Approved/Preferred Vendor application.

= Find out what your competition is doing. Your goal is to gather as much intelligence about how they're working with a particular prime as you can. In your initial contact with
the prime, try asking about the type of work your competition is doing, how much work they are getting, the kind of relationship that exists, etc. If the prime is not
forthcoming with information, drop it and do some detective work on your own.

= After contacting each target prime, weed out the primes that offer no real opportunity, and fill out any forms of those that seem promising. Make sure that all the
information is complete and correct, and that you make a copy of the forms for your files.

- Preplan the sales call and presentation, and then practice, practice, practice. Never just read the presentation and never present completely off the cuff. Keep your
presentation short, simple, and to the point--perhaps four or five slides with three or four bullets per slide. Hit only those points that address the prime's needs, such as the
quality of your product or service, timeliness of delivery, related experience, and ability to be a team player. Include any unique ability or quality that singles you out from
your competition and imply the competitiveness of your pricing.

- After the forms are complete and your presentation is ready, make an appointment to meet with the prime's small business liaison or representative. Be professional,
friendly, and enthusiastic. Your goal is to convince the prime that working with you will be a good business arrangement for them. What is it that you do best? Emphasize
that point again.

= No matter how the presentation ends--in a quote, in a request for more information, or up in the air--contact the prime again within 7-10 days to continue the relationship.
Try to get a definite response if you didn't get one after your presentation.

- Create your own "good old boy" network. Try to establish some rapport with other personnel of the target prime company, including shop, technical, etc. Take advantage
of every opportunity to network with primes and other vendors (yes, even your competition), particularly those vendors that augment your capabilities--you may be able to
capitalize on that relationship to get work by partnering. Stay away from gifts and other gratuities. This may damage any relationship, even if offered out of kindness.

- If nothing happens, "pick up your tent" and move on to the next prospect.
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