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P R O C E E D I N G S



CHAIRMAN JOHNS:  Good morning, everyone.  Good morning to everyone in the room and to folks who are on the line.  This is Marie Johns, Chair of the Interagency Task Force on Veterans Small Business Development.  I want to welcome you to our February 15th meeting.



We have a good audience in the room.  We have task force members in place, and it's good to hear that we have some folks on the line.



I want to acknowledge Bill Elmore, our former colleague here at the SBA.



It's very good to hear your voice, Bill, and welcome to the meeting.



MR. ELMORE:  Good morning, Marie, and thank you.



CHAIRMAN JOHNS:  I'd like to start by asking task force members just to introduce themselves, so that everyone will know who you are and your affiliation.



Secretary Hale?



MR. HALE:  Secretary Tim Hale from New Mexico Department of Veterans Services, representing the National Association of State Directors of Veterans Affairs.



MR. LENEY:  Tom Leney, Department of Veteran Affairs.



MR. EILAND:  Tony Eiland, GSA.



MR. JEPPSON:  Rhett Jeppson out of the Office of Veterans Business Development of SBA.



MR. GREEN:  I am Tim Green, working at the Department of Labor.  I'm not Ruth.



MR. WILFONG:  I'm Jim Wilfong.  I represent Vet‑Force.



MR. ADAMS:  Mark Adams.  I represent the American Legion.



MR. MITHA:  Farooq Mitha, DOD.


OPENING REMARKS FROM MARIE JOHNS, TASK FORCE CHAIR



CHAIRMAN JOHNS:  All right.



So, again, I want to thank everyone for being here and just want to begin the meeting by acknowledging our colleague and someone who does so much behind the scenes to make this task force work, and that's Cheryl Simms.



Cheryl lost her husband recently.  She has just returned to the agency from that sad duty.



And Cheryl, we want you to know that you continue to be in our hearts and prayers, and thank you for all you've done for us.



We're glad you're back, and we'll continue to support you through this challenging time.



I also want to acknowledge that Bob Hesser, one of our regular attendees, has had some health challenges recently, and I know many of you know Bob.



Please keep him in your ‑‑ in your hearts and in your prayers, because he's ‑‑ he's been on the battlefield for a long time and has been a valued voice at these task force meetings, and so, we certainly wish him a complete recovery.



So, I want to move on to some housekeeping items.  Bathrooms are in the hallway, past the elevators, but we have a lot of locks on the doors here at the agency, so if you need to exit the room ‑‑ is Jennifer Franco here?  Jennifer is here.



Jen Franco can escort you so that you can not be caught outside for the remainder of the meeting; you can, in fact, get back in.



So, thank you, Jen.



And for those of you who ‑‑ who are in the room, we have a table, as you can see, with a microphone.  Please make sure that, if you have comments, that you use the microphone so that we can ensure that our reporter captures all of the proceedings, and remember to state your name and your organization as you make your comments.



And then, for those who are on the phone, we'll call on you at different points of the meeting to ensure that we get your input, as well.



So, next I have the bittersweet duty of announcing ‑‑ many of you have already heard ‑‑ that I will be stepping down from my role as deputy administrator here at the SBA.  I'll be ‑‑ my department is not imminent.  I'll be here until the May timeframe in order to assure a smooth transition.



But I have to say to my colleagues around this table that it has been an absolute joy to work with you.  It's been an honor to work for this President, and one of my most, I feel, important and fulfilling roles has been to serve as the chair of this task force.



This has been a true partnership.  We started something that the President created by executive order.  We had to stand up the task force.  We reported to the President twice as this body, and we have done some good work together, certainly acknowledge there's a lot more to do, but I am so grateful for your support, your partnership, and all of the hard work that everyone has done during my tenure as chair, and I will ‑‑ I will miss you, and who knows, I may show up as a member of the public at a future meeting just to see how you're doing and make sure you're continuing on task, which I know you will be.



I also want to ensure that you know that SBA Administrator Karen Mills announced that she will be stepping down, as well, and so, she'll be staying in place until her successor is confirmed, to ensure that we have a smooth and a seamless transition.



In other news, I just wanted to cite the President's recent State of the Union address, where he laid out a set of strategic initiatives to talk ‑‑ that focused on the middle class, strengthen the economy, and the importance of small business owners to that work, and so, to that end, certainly what we're doing as it relates to veteran‑owned small businesses ‑‑ it's right in keeping with the themes that the President cited in his State of the Union address, and our work is ever more relevant and important.



So, today in our agenda, we're going to hear a report about the mentor protege program.  We will also hear about ‑‑ get an update on our Boots to Business.



We want to highlight a number of initiatives in our Office of Capital Access that are related to supporting veterans, and we'll also be hearing later from Tom Leney about the certification/verification process at the Department of Veterans Affairs.



So, that's an overview of our agenda.  We've got a lot on the plate for today, and we look forward to having a very substantive meeting.



So, with that, I'd turn it over to our Associate Administrator for the Office of Veteran Business Development here at the SBA, Rhett Jeppson.

//


PROGRESS REPORT REMARKS



MR. JEPPSON:  Good morning.  Good morning, Marie, and thank you for those remarks.



I just wanted to highlight a couple of things before we get into the day's business and the topics we have on the agenda.



Recently we have decided that we would try and do a little bit of consolidation amongst the ‑‑ the working groups.



As you know, we had six working groups, and it was each chaired by a member here of the task force, and it seemed to be about one deep there and, in some cases, two deep.



So, we wanted to try and ‑‑ because we do have some new membership here on the task force ‑‑ wanted to kind of realign the ‑‑ how we were tackling the priorities that are outlined in the ‑‑ in the statute and in the President's directive.



And so, what we've ‑‑ what we've done is just consolidated to three working groups:  Training, Counseling, and Capital; Federal Contracting and Verification; and Improved Federal Support are the three groups.  And when the slide comes up, you'll be able to see how we've asked task force members to align on that.



Let me highlight that, as you know, that in the statute and in the President's directive, there are six focus areas.



We are committed to those six focus areas, and our focus doesn't shift from those, but we hope to find some synergies by combining a couple of the working groups and getting the personnel on those working groups to work closely together to find the overlap, because there's significant overlap in many of those.



We thought that this was a good step to bring the working group into a closer working relationship, to focus on some of the problem areas and the topics that we have at hand.



So, we look forward to trying this out, and we'll adjust accordingly as we see how ‑‑ how this works in attacking some of these problems as we ‑‑ as we try to find solutions, implement the recommendations of the past task force, and ‑‑ and I'm sure that this is not the last time that we will modify this as needed, as we start to work on even more difficult issues that lie before us.



So, that's just one bit of business I'd like to bring up.



Again, I'd also like to highlight with the SBA proper, you know, within my office, we have responsibility for many of veterans issues, but we're not the office within SBA that executes a lot of these things that are beneficial to veterans, and I want to express appreciation to my colleagues, especially in GCBD and in Cap Access, who will speak here this morning.



They've really, in both instances, leaned very far forward on veterans initiatives and been aggressive in trying to help find solutions and bring about a better way of doing business focused on the veteran, access to capital and in government contracting.



So, I look forward to hearing from them.



So, with that, Marie, I'll turn it back over to you.



CHAIRMAN JOHNS:  Thank you, Rhett.



And I just wanted to underscore Rhett's point about the restructure of the working groups.  This in no way indicates that we are moving away from the issue areas or the areas of focus that President Obama defined in his executive order.



It's just our attempts at structuring the task force in a way that we do our work in a more collaborative, cross‑cutting, and efficient way.  So, I just wanted to add to Rhett's comments about the restructure.



Okay.



With that, I'd like to call on Patrick Kelly, who is our Deputy Associate Administrator for the Office of Capital Access here at SBA, who is going to give us an update on the Veterans Pledge Initiative.



(Pause.)


VETERANS PLEDGE INITIATIVE



MR. KELLEY:  Thanks, Marie.



So, I decided to talk a little bit about some work that Rhett Jeppson has been dealing with, the department of ‑‑ Office of Capital Access.



So, as you guys all know, one of the big initiatives that Rhett and our Office of Entrepreneurial Development have undertaken is to improve or build upon the exit process that military personnel go through when they're exiting military service, and as you know, there's about 250,000 veterans that transition every year, and our estimates, or somebody smart's estimates, are that about 45,000 of those veterans that exit each year will go on and start a business and grow a small business, and so, that's not a surprise to anybody in this room.



We know that they are ‑‑ that the veteran community is robust in the entrepreneur community, and so, in conjunction with that training that Operation Boots to Business offers, we also wanted to make a commitment at the SBA over the next five years, together with our banking partners, and unlike in the past where maybe we've made an announcement of a new program and then pointed veterans to banks on our website that generally participate in SBA lending, we wanted to affirmatively get commitments and pledges to incrementally increase SBA lending by 5 percent over the next 5 years.



So, we've gone out ‑‑ as you see, there's some recognizable bank names.



These are the top 20 national lending partners in SBA, as dictated by volume in 2012, and all 20 of those names of the banks today, I'm pleased to announce, have committed to incrementally, as a group, increasing loans to veterans over the next 5 years, and as you see, that will amount, from just these 20 banks, to 760 additional veteran businesses getting access to capital over the number that you see up there, the 858 number that they collectively did in 2012, but we didn't stop simply with the national lenders, although I can tell you that these 20 represent about 40 percent of SBA lending annually.



We went region by region.  So, if you go to the ‑‑ each region has ‑‑ we have 10 banks across ‑‑ actually, if you can just hold on Region 1 for a second, thanks.



We're moving ‑‑ we're moving fast.  I didn't have my full coffee, but ‑‑



So, each region has a number of top 10, and the top 10 ‑‑ these are banks that, in 2012, were able to find veterans more than any of the other banks in their region, excluding, of course, the 20 that you saw before that are national lenders.



And so, I'm pleased to announce that, in Region 1, all 10 of these banks have committed, as well, and so, what you see is going to happen is that, collectively, these banks will ensure that 116 additional veteran businesses will be served.



And what's important about this is that these businesses primarily, almost exclusively, maybe with the exception of RBS Citizens, lend in New England.



And so, now we can do kind of a little bit of a tour of the country, but what you'll see as we go through each ‑‑ each region, Region 2, Region 3, each region is going to have large regional and community bank representation.



And so, the goal is to have 120 banks, and so, our expectation is that, with a 5‑percent increase over the next 5 years, these 120 participating banks nationwide will help an additional 2,000 veteran small businesses and represent an increase in volume of three‑quarters of a billion dollars.



So, you know, we're almost completely satisfied all of the commitments and gotten all the commitments in hand from the banks.  We're still working a few regions a little bit more, but we will have 120.  We will have 10 in each region.



And as you can see, it will be measured incremental growth.  No bank is asked to do more than 5 additional loans per year.



We made the goal modest because we didn't want to set false expectations with veteran borrowers, and we didn't, quite frankly, want lenders to go out and radically change their credit box to the detriment of their portfolio and, ultimately, the borrower, because when a borrower defaults, they are permanently barred from ever borrowing from the Federal Government.



So, we're hopeful that, you know, these lenders will ‑‑ you know, we know how they were successful in the past ‑‑ will work with our resource partners to get ‑‑ to find veteran leads, and we think that this is a solid reflection of not some, you know, thing that we invented or thought up but just a solid reflection of what happens year after year after year with our lending partners, that they support veteran businesses, and they are all actively eager to do more as a result of the sacrifice that our veterans have made, certainly over the last decade‑plus.



So, I'm happy to take questions on this.  I think we are hopeful to maybe launch this officially in the spring and I guess we're getting close to spring but sometime in the April timeframe or beyond, no definite date yet, but as you can see, we believe, with this, we'll reach 2,000 additional veteran businesses over the next 5 years.



I don't know, Rhett, if you want to take questions.



MR. JEPPSON:  Yeah, absolutely.  Do we have any questions from the audience on this?



AUDIENCE:  Quick question on a stat that you mentioned, or a number.  Did you say 45,000 veterans will start up a business each year, or it is estimated that 45,000 will?



MR. KELLEY:  I said it was estimated, yes.



AUDIENCE:  Okay.



MR. JEPPSON:  So, that 45,000 is the number that we think ‑‑ when we did the projections on the number of veterans that would actually go from boots to ‑‑ that would have interest in starting a business and go to Boots to Business ‑‑ so, it's a little less than 20 percent of the veterans who are leaving the service right now will attend the first two‑day Boots to Business course, and then the number will obviously trend down from there.  Let me tell you how we derived that number.



So, the number is derived by the number of installations that the services told us that they would have Boots to Business offered at as part of their transition.  It was based on a class size of 25 and the frequency that the service thought that they would have this.



So, this is derived from what the services told us what they thought the requirement is.



You know, we're in the pilot phase.  Is that number right?  I don't know, but that's what they've told us they think the demand is going to be.



So, I'm sure that we will be ‑‑ you know, it will be tens of thousands who will come to this class.



Now, will it be the full 45?  To be determined here, but we'll see.



We're in a soft start this year as we ramp up with Boots to Business, and Brian will talk about this in a minute, but we're rolling out at a few bases every month, and we'll go back to each of these bases once a quarter.  So, we won't see that full 45,000, but we'll see a pretty significant number this year, and it will increase over the next two years to what will be a steady state through the next 5 years while we continue at this high rate of service draw down with veterans leaving the service.



CHAIRMAN JOHNS:  Rich Weidman?  State your name and affiliation, please.



MR. WEIDMAN:  Rick Weidman, Vietnam Veterans of America and Vet‑Force.



I think this is great for any veteran, but the two biggest problems that I think we wrestle with are, number one, mezzanine funding, not startup funding, is that people utilizing their own networks can get started, but they get to a point where they need the capital to take the next step, because you can only sustain 18 to 20 hour days for so long, maybe young guys like you, but I couldn't, even though I don't sleep much.



And the other main problem in terms of getting credit is service disabled veterans, particularly those who are profoundly disabled, and the reason for that is the banks cannot garnishee their compensation.



So, if the thing goes south, they can't ‑‑ they can take away the veteran's house, but they cannot take away anything from the veteran's income if their primary income is service‑connected compensation.



One of the things that could remedy that is a very quick no‑cost way.  It, in fact, was recommended to the administrator in 2000 by the big advisory committee, not the veterans one, is that you put disabled veterans onto the underserved populations list for banks, where they have to then pay special attention to making loans to disabled veterans, and we would suggest to disabled persons, because for the same reason, although it's not illegal, if somebody is living on Social Security, many bankers don't want to be in the position of taking part of that meager income away because of the P.R., so they don't make the loan in the first place.



So, those two things ‑‑ mezzanine funding and putting veterans, at least ‑‑ and you might want to look at putting seriously disabled persons, in addition to service‑connected disabled veterans ‑‑ on the underserved population list, and I don't know the stats, but you can work them up pretty easily, and I think you'll find that there is lower‑than‑average of all veterans of loans going to service‑disabled veterans.



Thank you.



MR. KELLEY:  Yeah.  So, a couple things.



So, your suggestion about helping businesses with not just startup capital but capital to grow is spot on, and so, part of this commitment ‑‑ any ‑‑ any loan across any of the SBA programs, 7(a) or 504, is eligible as long as it goes to a veteran‑owned business.



So, for instance, if you have a veteran‑owned business that wants to purchase their commercial real estate, if they ‑‑ and we have a 504 program where you get a 25‑year mortgage with a fixed rate ‑‑ that is eligible under this, and the banks know that.



In fact, many of the banks were chosen and made the top 10 on the strength of their participation as third‑party lenders in a 504 deal.



In addition, just to use an example, one of the banks, Celtic Bank, is actually the fastest growing bank in SBA lending, and primarily on the strength of our cap lines program, which is a working capital revolving line of credit that goes up to $5 million.



So, we absolutely agree with you that we ought to have small loans, which I think, you know, primarily what the previous administration highlighted with Patriot Express was the idea of how to start your business, and so, Patriot Express, although it goes up to 500,000, is a part of the SBA Express suite of products, and primarily banks have used that to give loans on the small dollar side, and that's important, because we know that that gap has been most pronounced since the great recession.



I think it's down by about 17 percent, and loans under 250,000 down even more.



So, you're absolutely right, we need all ‑‑ all forms of capital, and this commitment allows those banks to get credit for  helping veteran business across that whole spectrum.



I think that when you allude to having disabled veterans as a part of the definition of underserved, I think what you're referring to is probably what banks can do to satisfy the Community Reinvestment Act, which they focus their efforts ‑‑ most of their community development organizations within the large banks, and certainly the top 20, have to satisfy CRA credit, and I'm not ‑‑ I can't remember today if disabled veterans is in there.  I might defer to Don Graves from Treasury to speak to that.  But certainly that's something ‑‑ I don't know if you have a microphone.



MR. GRAVES:  So, that's exactly right, and in fact, the Federal banking regulators are ‑‑ they've had a series of comment sessions, public sessions on the Community Reinvestment Act, to get input from folks all around the country.



I think that ‑‑ they're still looking for comments. So, yes, veteran owned, veteran disabled owned businesses are eligible, though the community development portion of the CRA regs are ‑‑ could probably use some tweaking so that they can be better used for these purposes.



So, I would suggest that ‑‑ that you contact the banking agencies before they come out with their ‑‑ with their tweaks to their regs.



I think they'll perhaps change the regulations, perhaps change the formal Q&A for CRA, and I would think that you'd want them to know that veteran and veteran disabled owned businesses should be a qualified criteria for CRA consideration by the largest banks.



I'll also add that ‑‑ that this is a pledge from Treasury alongside what ‑‑ what SBA has been doing with their veterans pledge.



As I've talked about in previous sessions, we have the State Small Business Credit Initiative.  This is the billion‑and‑a‑half‑dollar program that supports state, local, and territorial loan programs, as well as venture programs.



We've ‑‑ we've not had the take‑up that we'd like, partially because you have a large range of programs.  There's 142 different programs across the country.  Partially because of marketing.  People just don't know that it's there.



So, we are going to ‑‑ we are undertaking a multi‑million‑dollar marketing effort in support of the states.  These are all run by states or municipalities.



We will be engaging in this marketing effort to help states get the word out about these programs, help the lenders understand they can use these programs, and with a specific push, among a few others, on veteran and veteran disabled businesses, so that we can make sure that ‑‑ that our disabled veterans and our veterans have the ability to access these great state programs that have Federal dollars matching the ‑‑ the dollars that are there in the state and from the ‑‑ the lenders.



Every state across the country, all of the territories, a billion‑and‑a‑half dollars, just about, that is available and ready.  Many of the states have venture capital.



So, it's a mix, all the way from startup to private equity, venture capital, you can ‑‑ you can find ‑‑ if you have a business and you're looking for capital, we probably, in partnership with SBA and their suite of programs, have a way to support your business.



CHAIRMAN JOHNS:  Are there any other ‑‑ any questions from task force members?



MR. ELMORE:  Marie?



CHAIRMAN JOHNS:  Yes.



MR. ELMORE:  Yeah.  Bill Elmore.  If you don't mind, I've got a couple of comments.



CHAIRMAN JOHNS:  All right.



MR. ELMORE:  Back to Don ‑‑ and thank you, Mr. Graves, for what Treasury is doing.



Veterans at this point are not referenced in the CRA, and perhaps the task force should make that recommendation, and not just leave it to the veterans community, and the second question, I think, for Patrick Kelley is the same law that created this task force also called for SBA to create the Veteran Participation Loan Pilot Program, and I'm not sure that there has been any progress on that so far.



So, I'm hoping that, in your deliberations, taking a look at the reduced fees that the Veteran Participation Loan Program calls for, could be brought into the mix and that perhaps this could be part of your initiative.



MR. JEPPSON:  Thanks, Bill.



CHAIRMAN JOHNS:  Okay, thank you, Bill.



Any other questions from task force members?



(No response.)



CHAIRMAN JOHNS:  Okay.  Thank you, Patrick.



All right.



We're going to move on now to John Shoraka, who leads our Office of Government Contracting and Business Development, and John is going to provide an update on the Mentor Protege Program.



With the passage of the National Defense Authorization Act, there is some news that we think is important for the task force and members of the public to know.



Welcome, John.



MR. SHORAKA:  Thank you.

//


UPDATE TO THE MENTOR PROTEGE PROGRAM



MR. SHORAKA:  Thanks for having me here.  I just wanted to sort of brief everybody on the status of the mentor protege rule.



As many of you know, the Small Business Jobs Act of 2010 authorized the SBA to establish mentor protege programs for our various other set aside programs, including the HUBZone, service disabled, and women‑owned small business program.



The rule that we were preparing in order to implement those additional mentor protege programs has been in the process of ‑‑ of being developed and clearing the building.



As you may know, the Small Business Jobs Act had numerous provisions with regards to sort of creating a level playing field for small businesses in Federal procurement.



There was many provisions, including set asides under multiple award contracts.  There was the subcontracting rule, which helped to establish guidelines in engaging subcontractors, and we knew that subcontractors oftentimes weren't treated fairly.



So, there was many provisions, and the mentor protege program was one of them.



As many of you know, NDAA, the National Defense Authorization Act, had a provision which expanded the mentor protege program even beyond the set aside programs to all small businesses.



So, in looking at how we as an administration are now being responsible for the mentor protege program across all small business categories, how we could implement that, we looked at what would be the easiest and most efficient way of doing that, and what we determined, working with our Office of General Counsel, was that now that we had a rule pretty much in final format to be sent out for interagency clearance, we would modify it to include all small businesses, so that we would, in effect, implement what was now required in the National Defense Authorization Act, as well.



What I wanted to make sure ‑‑ and I know the task force gets questions around this, I know that I get questions around this, I know that our deputy and our administrator gets questions around the implementation of this rule ‑‑ I just wanted to be sure we were as transparent as possible with regards to the process for implementing the rule.



Obviously, the first step is to write the rule and get the rule cleared interagency, and then it will go out to public comment, and I would encourage everybody to take the opportunity to comment during the period that it's available to be commented on.



One thing that we were tasked with doing was to implement it similar to the 8(a) program or almost identical to the 8(a) program.



That's our intent and that's the way the rule is written.



Once the rule gets through the clearance process, we get interagency approval and we gather public comments, then we will have to develop the procedures on how we actually implement that.



One thing that is sort of a activity or an implementation part of the rule is how do we as an agency make ‑‑ take responsibility for the mentor protege program across all small businesses, right?



So, right now, as an agency, we're responsible for the 8(a) program.  In the 8(a) program, we have 5,000 firms, and we have 500 mentor protege agreements, active mentor protege agreements.



Expanding that to all small businesses obviously has a resource and implementation question, and those are some of the things that will come out in the rulemaking process, but it's also some of the things that will come out in the process and procedures, the documentation, all right?



So, do we as an agency ‑‑ are we as an agency then responsible to oversee every single mentor protege program?  Can we delegate that to the agencies?



Those are some of the things that you will be able to comment on.  Those are some of the things that the agencies will be able to comment on as we go through the interagency clearance.



But I just wanted to make sure everybody was aware of where we were, as opposed to the Small Business Jobs Act of 2010, how the NDAA provisions sort of forced us to make that adjustment as we move forward.



The adjustment was not significant in the sense that the rule could be adjusted slightly to incorporate all small businesses, but it was an adjustment that moved back the process a slight bit.



So, I don't know if the task force has any questions or if the public has any questions.



CHAIRMAN JOHNS:  John, you may have said and I missed it, but if you could make sure everyone is aware of what timeframe is expected for ‑‑ you asked for comments.



MR. SHORAKA:  yeah.



CHAIRMAN JOHNS:  When should people be looking ‑‑



MR. SHORAKA:  It should go out for interagency clearance in the next month or so, but that ‑‑ that generally takes ‑‑ I shouldn't say "generally" ‑‑ OIRA allows 90 days for interagency clearance.



After that, we have to take into consideration the interagency comments and then put it out for public comment. So, I would say probably after three months, four months, four to five months from now, it would go out for public comment.



CHAIRMAN JOHNS:  Are there any questions from task force members?  Comments?  Mark?



MR. ADAMS:  Is there any documentation or representation of the status of where you're at right now that we could reference members to?  The legion gets a lot of questions along the same lines you just answered.



Is there anything I can reference them to that's either in a website or a link or a status, as opposed to just saying, well, here is what I heard at the task force meeting?



MR. SHORAKA:  Yeah.  I don't know if we have a public facing status update on the rulemaking process as it's clearing our building.



What will happen, though, is as soon as it goes over to OIRA, there will be a public facing sort of status on it and where it resides in the interagency clearance process, and I believe that's public facing.



MR. ADAMS:  And who sponsors that particular ‑‑



MR. SHORAKA:  OIRA?



MR. ADAMS:  Right.



MR. SHORAKA:  Office of Interagency ‑‑ Information and Regulatory Analysis.



MR. ADAMS:  And what department is that under?



MR. SHORAKA:  It's under OMB.



MR. ADAMS:  Okay.  Thanks.  Thanks very much.



MR. SHORAKA:  Yes.



Any other questions?



CHAIRMAN JOHNS:  Any questions from the public?  Yes, sir.  Please come to the microphone, and give us your name and your affiliation.



MR. JENNINGS:  Good morning, board members, staff. My name is James Jennings.  I'm a veteran‑owned small business.  I just recently started a security agency, and I'm also a member of the Vet‑Force.



My question is to you, sir, reference to the protege program, mentor protege program.  You were speaking about the 8(a) program, was referencing that.  I've been trying to gain information about entering such program.  What would your comments be for someone starting a security agency?



MR. SHORAKA:  I'm sorry.  So, you were talking about entering the 8(a) program?



So, certainly I think, depending on where your primary office is located ‑‑



CHAIRMAN JOHNS:  Where is your business located, Mr. Jennings?



MR. JENNINGS:  Washington, DC.



MR. SHORAKA:  We have a Washington District Office that can certainly help you with identifying the procedures and processes for entering the 8(a) program.  The 8(a) program is a certification program.  So, there's a lot of documentation on the front end, as opposed to the service disabled veteran owned small business program, which is a self‑certification program, right?



So, with the 8(a) program, there's a lot of front‑end certification procedures, but our district office, our Washington, DC, district office ‑‑ and I'd be happy to follow up with you offline to get you the information.  We have what we call business opportunity specialists that can help you through the process, the application process.



MR. JENNINGS:  Okay.



Now, the protege program, mentor protege program ‑‑ you said that's going to be similar?



MR. SHORAKA:  Yeah.



So, under the 8(a) program, there is an opportunity for mentors and proteges to team up.  In other words, a small firm that's an 8(a) firm can team up with a large mentor that assists them in some way.  They're supposed to provide some sort of benefit, either be it technical assistance in subject matter expertise or be it financial capacity or management capacity.



The mentor provides some sort of assistance to the protege, but the benefit to the mentor is now this entity, this mentor protege entity, can pursue set aside contracts.  So, they have the ability as a team to pursue what might be set aside for an 8(a) firm.



So, that's sort of the benefit between the mentor and the protege, and that now only exists for the 8(a) program, at least Federal Government‑wide.  I know the Department of Defense has its own mentor protege program, as certain other agencies.



But the intent of this new rule is to allow that relationship under all of our set aside programs, including the service disabled veteran owned small business set aside program.



MR. JENNINGS:  In my recent experience with Homeland Security headquarters, I submitted an application to them for their mentor protege program, and I received a call back that said I had to locate the mentor myself.  So, that's discouraging.



MR. SHORAKA:  Yeah.  I mean, oftentimes the mentors ‑‑ and there's different ways of identifying the mentors, right?



Oftentimes the mentors will look for potential proteges that are in the same area that they operate in, that may need some of the assistance that they can provide, that would create a good teaming arrangement for the mentor‑protege.



But one of the things that an agency, any agency, can help with is oftentimes their Office of Small and Disadvantaged Business Utilization ‑‑ I don't know if you've spoken to the OSDBU over at the Homeland Security, but oftentimes the Office of Small and Disadvantaged Business Utilization will be able to assist in sort of the matchmaking process between the smaller firms and the larger prime contractors, and again, I'd be happy to follow up offline to ‑‑ to give you that information on how to connect with the OSDBU.



MR. JENNINGS:  Additionally, I'm a retired police officer.  I have a number of years of law enforcement experience.  So, security, you know, should be an ideal business opportunity for me, but I've been fumbling around for the last two years trying to launch my security agency.



I have all the licenses, the bonds, and now I have other stumbling blocks, so for the other veterans starting similar businesses or other opportunities, you know, where is the leadership?



CHAIRMAN JOHNS:  Mr. Jennings, if I may, are you going to be able to stay for the duration of the meeting?



MR. JENNINGS:  Yes, I am, ma'am.



CHAIRMAN JOHNS:  I will make sure that we connect with you at the end of the meeting to give you email addresses and contact information.



What I'm hearing is you would benefit from working with our Washington District office, the SBA's Washington District Office, to get someone to work with you, to help you navigate all of the different components of Federal contracting, if that's what you want to do, or to make sure that your business is progressing as you want to see it move forward.



We have folks in our Washington office who can work with you to make that happen.



MR. JENNINGS:  I have spoken with Mr. Fujii about a year ago, when he came onboard.



CHAIRMAN JOHNS:  In our Washington office?



MR. JENNINGS:  The gentleman sitting over there.



CHAIRMAN JOHNS:  Oh, Stan.  Okay.  I'm sorry.



I want to connect you with our Washington District Office, which is located at 15th and H Streets, Northwest, right in downtown Washington, and I hope you can appreciate ‑‑ I don't want to be rude, but in order to move the agenda ‑‑ I just want to make sure you're going to be here so that we can get that information for you.



MR. JENNINGS:  Of course.  Well, I'll finish my comments, but Mr. Fujii has been instrumental in giving me follow‑up information, with follow‑up emails and so forth.  But the system is still broken, ma'am.



CHAIRMAN JOHNS:  Well, we want to make sure that we are giving you the support that you need, and I really appreciate you being here.



MR. JENNINGS:  Yes, ma'am.  Thank you for listening to my comments.



CHAIRMAN JOHNS:  Thank you, Mr. Jennings.



Any other questions from the task force or from the public for John Shoraka?



(No response.)



CHAIRMAN JOHNS:  Okay.  Thank you, John.



Okay.  Now we're going to have an update on Boots to Business.



Brian Goodrow?


BOOTS TO BUSINESS UPDATE



MR. GOODROW:  Good morning.  I'm Brian Goodrow from the Office of Field Operations, and I'm working on Boots to Business with the Office of Veterans Business Development.



The soft rollout of Boots to Business to all the services continues.  We have rolled out Boots to Business ‑‑ we're conducting Boots to Business sessions on all the bases ‑‑ the Army, Navy, Air Force, and Marines.



We're giving the full program as it's been designed to the Army, Navy, and Air Force.



The Marines requested and we're delivering a modified program, and we've been doing that for several months for the Marines, and starting the third quarter of this year, the Marines will get the full program like the other services.



Once a service ‑‑ and I'll show you the bases that we've rolled out to in a moment, but once a base gets ‑‑ is started in Boots to Business, we're going to deliver there once a quarter.



We're fully engaged now in the program.  It's up and it's running.



And the feedback that we've gotten from the service members has been overwhelmingly positive.



You know, when we asked them the instructor quality, over 95 percent said it was good or better than that, and over 90 percent of service members and spouses who have attended think that they're much better prepared to go ahead and ‑‑ and enter entrepreneurship, start a small business.



And that's true ‑‑ one of the things that's interesting when you look at the status is that that's true whether it's senior officer or junior enlisted, the feedback that we've been getting, which is an interesting experiment that pulls people from ‑‑ from ‑‑ at different experience levels into the same room with the same training and ‑‑ and get those results.



We have taken the feedback that we've gotten from our Boots to Business to date and also these familiarization and coordination events that we've been doing with our resource partners to try to familiarize them with the ‑‑ with the curriculum.



We covered about 25 percent of the district's ‑‑ SBA district offices, and we queried the resource partners in those districts, and we asked them for ‑‑ for feedback on their curriculum.



We got their ‑‑ we got their feedback, and we coupled that with the feedback that we got from the ‑‑ from the service members, and now we're just about to roll out the Boots to Business 2.0, an updated curriculum, and updated slide deck, and we're rolling that out here within a week or two.



We also have the eight‑week course as the follow on course to the two‑day program.  Interest in the eight‑week course has ‑‑ is taking off, too.



What we saw in the first two classes that ‑‑ the first two classes that we held was about an average of about 17 folks, service members, per class.



Within the last few, it's been almost ‑‑ the last couple ‑‑ it's been almost 30, and we expect to see that to continue and move ‑‑ move upward as we continue to roll out the Boots to Business program.



These are the bases that we've held Boots to Business to date.  You see ‑‑ if you look at the very bottom, you'll see that as of the last ‑‑ the last task force meeting, we were at seven installations.



As of the 4th of February, at 11 ‑‑ and Stan, if you go to the next slide, because ‑‑ because it's more than just the slides ‑‑ what I tried to do here is to give you a visual on how it's expanding almost exponentially, right?



In November, we had 7, if you look at the bottom left; December, 11.  In February, by the end of this month, we'll be on 24 bases, and by the end of March, we'll be at about 51 ‑‑ projected to be on about 51 bases, and again, once we hit a base, we continue to hit the base, at least once a quarter.



Do you have anything to add, Rhett?



MR. JEPPSON:  Yeah.  Let me just add a couple of thoughts on Boots to Business.



Thanks, Brian, for that update.



So, right now, as you know, there is no budget for Boots to Business.  We're still under a CR, and so, we're doing this out of ‑‑ with the resources that we have now, and so, I think there's a lot of credit to the administrator and the deputy administrator for making this a priority and pushing the resource partners in the district offices to make this part of their daily activity and the commitment that ‑‑ that we've received is we'll go to the bases within the United States once a quarter.  That's our goal, is to get there once a quarter, to each of these installations, until we receive funding to execute this at a higher rate.



In some instances, the resource partners are in a position to get there more often, and they will.



We try to keep the class sizes around 25 where we can, because that's kind of the ideal class size, but because we are in a resource‑constrained environment, we're allowing higher class sizes.



Like, for example, Fort Bragg, which happened two weeks ago, the class size was 40‑plus.  We have another one set at Fort Bragg next week.  It will be 40‑plus, as well, so ‑‑ as this starts to come online.



The other impact of not having the budget right now is overseas installations, the requirement that DOD has.  We will not be able to service those yet, but we've got an online program that will be ‑‑ should be available for us in April that will service that need in a limited fashion.



Additionally, the eight‑week online course, which is kind of the business building plan, of course, will be done heel to toe.  It is also an un‑funded requirement that we have, and so, we will only have a certain amount of ‑‑ we're able to meet it right now, but at some point, we'll ‑‑ we'll run out of capacity there.



So, we're doing everything we can to implement the program as directed without any additional funding right now, but we look forward to ‑‑ we believe that it will be a funded program in ‑‑ when we get our next budget.



But until that point, we're not waiting on additional monies for that.  We're moving out and drawing fire in the vernacular.



So, we're pretty pleased with the way ‑‑ we're really pleased with the way that the resource partners and the district offices have stepped up to the plate and are providing entrepreneurship training to our departing service members.



MR. GREEN:  Tim Green from the Department of Labor. I work in the vets office.  The question is, you kind of have an online version.  Have you thought at all about tying into the DOD Transition GPS Cap program and at least giving them ‑‑ briefing that at the ‑‑ during the ‑‑



MR. GOODROW:  Sure.  Absolutely.  We have a 10‑minute video that we've also updated, by the way ‑‑ we have a 10‑minute video that is shown during that five‑day, and that is to make the service members more aware of the entrepreneurship track that's available to them, this optional track, and to try to encourage them to ‑‑ to attend if they have the least bit of interest in being an entrepreneur.



So, yes, it is covered during the five‑day.  It's announced during that five‑day.  We think it's important that it's announced during the five‑day.  And the optional tracks are ‑‑ some bases where there is ‑‑ on some bases, it's ‑‑ the two‑day optional track is right after the five‑day.



Each base is handling it differently.  In some, it's once a month or once a quarter.



MR. JEPPSON:  Let me put the finer point on that.  This is part of the Transition GPS.  It's one of the programs within GPS.  So, you have the five‑day core curriculum, and there are optional tracks for voc‑tech, entrepreneurship and higher ed.



So, it's embedded in the GPS.  It's in the implementation plan that the White House has approved.



We actually sit, along with John Brant and your boss, at ‑‑ on the EFC, which is the executive steering committee, over there, to make sure that this is dovetailed and synced up with that, and also on the ISC, which is the implementation steering committee, and I will tell you that my experience has been this has been one of the best run interagency working groups and they've been doing a fabulous job.



In fact, you know, one of our best partners to this date is ‑‑ I don't believe you've been at the ESC, but one of our best partners there is DOL, and we're linked up pretty tightly, and as a matter of fact, the commitment is ‑‑ those of you who are familiar with the real intimate details of Boots to Business, the first segment is a ‑‑ is a 10‑minute video.



It's an introduction to entrepreneurship, and we want all service ‑‑ departing service members to see that.  It's really an invitation to come to the two‑day course, and we've worked with the Department of Labor, John Brant and Junior Ortiz, to make sure that that is embedded in the five‑day piece.



Really, it is in the self‑employment segment, and then invites them to the two‑day piece.



MR. LENEY:  I'd just like to take the opportunity to point out the interagency work that's being done and to acknowledge Marie Johns' role.  Many people outside this process are concerned that we work in stovepipes, but I think this is a classic example where the work that has been done by this interagency task force, chaired by Marie, created the foundation and some of the requirements for the interagency task force that was co‑chaired by the Department of Veteran Affairs and DOD on veteran employment, and the ‑‑ the work that Rhett just referred to grew out of this task force work.



So, I want to thank you, Marie, for sort of setting the stage for that, creating the requirements and the energy behind that, and we've built on it.



So, this is very much integrated into the TAP program.  Rather than creating new programs, the Boots to Business program by the SBA is the centerpiece of that, and now we're expanding beyond TAP, and tremendous work by Andre Gudger and DOD to bring the services onboard to make this accessible to the services as part of our working group that Andre and I chaired under that.



But I want to thank you, Marie, for setting the stage for that through this task force.



CHAIRMAN JOHNS:  It's been a team effort, and thanks for acknowledging that, Tom.



Any other questions from the task force?



(No response.)



CHAIRMAN JOHNS:  Any questions from the public?



Yes, sir.  Please come to the mike and state your name and affiliation.



MR. BULLOCK:  Okay.  My name is Nathan Bullock.  I'm with AMVETS.  Thank you.



Thank you for your update on this.  I'm not really very well versed on this program as of yet, but I'm glad to be learning more about it, and one of my questions is, when you talk about there is an entrepreneurial track that you're promoting and more people are learning about, I was starting to wonder, in regards especially to that or any other aspect of this, is there any way to connect the service members with potential employers or partners who might want to work with them in some way now that they're getting out and transitioning in this way to possibly being an entrepreneur?



MR. GOODROW:  As part of the two‑day Boots to Business curriculum, or the eight‑week?  Is that what you're asking?



MR. BULLOCK:  The long ‑‑ yeah, the longer one.



MR. GOODROW:  Sure.  Sure.



The two‑day is a feasibility analysis and preps service members for ‑‑ preps service members to go ahead and see if, really, this is for them, and to ‑‑ and to give them a basis ‑‑ so they know who the resource partners are, where they can go.



So, it connects them ‑‑ it's designed to connect them with resource partners more so than finding them a position with ‑‑ with ‑‑



Rhett, do you have anything to add to that?



MR. JEPPSON:  So, you know, let me ask you a couple of questions so I understand exactly what you're asking.  You mentioned helping them find employment, then it kind of went back to entrepreneurship, so if you'd kind of restate your question for me.



MR. BULLOCK:  Well, I know the larger picture is not only entrepreneurship, but in terms of that specifically, maybe ‑‑ because it's entrepreneurship, they may not want an employer, because they're going to start their own company.  But maybe they need some sort of partners, not necessarily just educational resources but, you know, human capital that they could work with, some kind of networking system to help them start their business.



MR. JEPPSON:  We're in what we call ‑‑ what I would call spiral one, if you're familiar with spiral development. So, spiral one is sort of we're getting the coursework in place and getting the people to deliver that.



In spiral two, we'll actually take the graduating veterans out of the eight‑week online course who have a business plan and we have different ways that we're going to introduce them into resource partner networks, which we have at SBA, which will help find them mentors and people who are doing business in the same area, and the other programs that can kind of push them along.



We're working closely with several universities which have big alumni networks, such as ‑‑ we've started some initial discussions with Harvard Business School there.  We're also looking at how we ‑‑ University of Utah is one where we're actually kind of looking ‑‑ where we get them aligned with mentors and other businesses in the area, larger companies, but also how we allow them to use their GI bill benefits to be in a university environment, in an incubator associated with the university or institution of higher learning, which we think this will have widespread applicability to community colleges, so that they can actually take advantage of what I think is the most important part of the new GI bill, is that monthly stipend.



So, the example is I've been through Boots to Business, I've gotten my business plan up, and I have an idea.  I'm associated ‑‑ I'm taking some coursework in business at the university, either matriculated or non‑matriculated, but I'm in a program associated with them in their business incubator or accelerator there, and that I can be in a space with ‑‑ it's the collegial environment but where I ‑‑ so I can draw that ‑‑ that benefit.



So, as you know, any startup ‑‑ a guy that starts up a business is ‑‑ the hardest part is paying the bills at the end of the day.  We're focused on that, and it allows him to take advantage of that ‑‑ that E‑5 housing pay that he gets, which I think is a great benefit.



So, it takes that burden off.



We're looking right now at a pilot with the University of Utah, and we're going to expand this rapidly as how do we put them in an environment that produces the type of certificate or degree that's required so we're meeting the law and what VA's requirements are under the statute that provides him an opportunity to get mentorship at the university level from a professor, college‑level professors, and also outside entities.



What we're also seeing ‑‑ and we've just ‑‑ we're kind of in the middle of this right now ‑‑ is just that there are several large institutions ‑‑ for example, in Salt Lake, Overstock.com and Science Bank and a few others who have a strong veterans focus and are willing to inject capital and competition into these programs.



So, this initial one will be run with the University of Utah, with the Foundry.  We've been in close dialogue with them ‑‑ but we think that this ‑‑ this will rapidly expand to many more universities that have large business schools but also the community colleges where we have a lot of potential there.



So, this is all kind of spiral two things.



We believe that the access to capital is part of the spiral two, and we believe that there's also a spiral three out there where we bring in the other enhancements, so that we just no longer provide just education outreach and leave the veteran there, that we provide a supporting network for them.



CHAIRMAN JOHNS:  Patrick Kelley, then Rick Weidman.



MR. KELLEY:  I just wanted to just add something, too, because I think the other thing that he is referencing is the fact that ‑‑ what's the administration doing with private partners to match training and jobs, and so, the First Lady and Dr. Biden, through the Joining Forces initiative, have been gathering pledge commitments not only for hiring but also for job training, and I know that that is picking up pace, not slowing down, and we've been in meetings ‑‑ and maybe, Rhett, you can talk a little bit about that, because that's another partnering opportunity with the private sector, that you can come out, potentially get a job, learn some skills, and then, obviously, start your business after that.



MR. JEPPSON:  Okay.  Just briefly ‑‑ and I think that's a great point.



So, to that end, one of the things that we have ‑‑ we have undertaken with our ‑‑ with our Office of Public Liaison is to take some of the messaging that's been given to large business about employing veterans and push it out to our small business community.



We have a very good outreach network to them, and we need to push that.



Also, we're going to highlight a few of the small businesses when they ‑‑ the next events that Joining Forces has where they highlight some of these big hires and some of the big initiatives we've seen from large companies, for example, Wal‑Mart with their recent initiative on hiring veterans, some of the other super‑large companies.



We're also going to highlight some of these small businesses where small business makes an impact.  You know, obviously, a small business is not going to run out and hire 100,000 vets in a year, but for example, we have one company that does a little bit of work with DOD.



You know, they've hired over 100 vets within the past 3 years.  We're seeing that in some of the other small businesses.



In fact, we see that the lady that was in the first ‑‑ lady that ‑‑ the small business that was highlighted in the State of the Union there, the brewer out of ‑‑ New Glarus ‑‑ she has a veterans hiring commitment herself.



So, when you bundle the hiring commitment for small business towards veterans, it makes a pretty big impact, and we're going to highlight ‑‑ highlight that, as well as push that same messaging out to our small businesses.



So, although that's not our primary focus here, we are focused on small business and entrepreneurship, but it's certainly an important role for us.



MR. WEIDMAN:  Just one thing about the TAP revision.



One would come away from this discussion with the impression that this was done in accordance with the principles set down in the President's executive order on open and transparent government, with participation by stakeholders, and in fact, there was none.



We never, in the veterans service organization community or military service organization community, never met with them because they never asked us to meet with them.



On the employment task force, I did ask Scott Gould repeatedly, and they still didn't meet with the veterans service organizations and military service organization, and the plan, overall, is weak for that point.



Veterans organizations who do represent people for claims and will give people straight answers, not what the general counsel says they can say, about filing claims aren't part of that process, and because they're not part of that process, the whole program is the worst for it.



So, let me just suggest that, since the employment plan needs to be redone for program year '13 through program year '16, because the first one only went through 2011, that now is the time to ‑‑ to involve the stakeholders in a significant way.



The thing ‑‑ one of the things that made this task force, in our view, so successful was that you had public participation from the outset, and it gave people the opportunity to make input, both good and bad, sometimes useful, sometimes not, but the point is this:



People feel a stake, all of the major veterans service organizations and military service organizations feel a stake in the success of the recommendations of ‑‑ that this task force has made thus far, and have no stake whatsoever in the recommendations made by the other task force, and frankly, it's patronizing not to involve the stakeholders.



It's the 06s patting the enlisted guys on the head, and that's how many of our folks feel, and they're tired of it.



This is not directed at you, Madam Chair, at all but at the folks who were talking about this other effort that is much weaker because it did not have the attitude that ‑‑ that this chairman imbued this one with.



Thank you very much.



CHAIRMAN JOHNS:  Thank you, Mr. Weidman.



Any questions from the phone?



MR. ELMORE:  Marie, this is Bill Elmore.  I have a question for you.



Rhett, you might want to talk with Tony Eiland, who I know is a member of your task force.  There is a restriction in Title 38 about who can be a qualified provider of entrepreneurship courses.  It dates back about 10 years ago now, and Tony knows that part of the statute.



So, I would suggest one of the things you'll need to do if you want to expand GI Bill usage in support of entrepreneur training is some revision to that statute will probably be required, and I know the Hill is aware of this, as well, especially House Veterans Affairs Committee.  I've chatted with them about this.



CHAIRMAN JOHNS:  Thank you, Bill.  Tony is actually here representing GSA.  So noted.



MR. ELMORE:  Thank  you.



CHAIRMAN JOHNS:  Okay.  I think we're going to now move to ‑‑ thank you very much, Brian.



We're going to move to our subcommittee reports, starting with Training, Counseling, and Outreach.  So, Rhett, I'll call on you, please, and also very glad that Don Graves is here, and we've also been joined by Matthew Blum from OMB.

//

//


TRAINING, COUNSELING & OUTREACH FOR ACCESS TO CAPITAL



MR. JEPPSON:  Okay.  Great.  I think that we've covered a lot of the things that I would cover this morning here with the ‑‑ with the ‑‑ the initiative ‑‑ the Veterans Pledge initiative and with Boots to Business ‑‑ have been two of our primary focuses out of the office right now.



I will tell you that in both cases they are starting points here, as we start to envision the future.  If you look at the numbers on the access to capital, there's only a small percentage of the loans that veterans receive are SBA loans.



There's also a lot of opportunity that's way outside of that.  How do we help there?



Also, the micro‑lending is still an area that we will focus on in the coming years.



Additionally, we have new products that are being rolled out that will address some of the issues I know that are very relevant to ‑‑ to veterans.  For example, probably in the next meeting or two, we'll actually talk about the Community Advantage loan, which really addresses the ‑‑ where we have credit capacity but we don't have equity, which is certainly a special consideration for veterans, where, you know, veterans coming out of the service don't have a lot of equity, but this is a loan product that tries to address that, and so, we will continue to highlight and push these things.



Additionally, on the training and counseling piece, we have had a strong focus on the ‑‑ on the Boots to Business piece here.



We think that we have a good product, but it will improve, and we plan to update and improve the process every six months; we'll introduce a new revision to this and the way we implement that product for the transitioning service members.



So, we've made some ‑‑ we've made some progress, we've got a path ahead of us, and we know that there's a lot more to do in both the training and counseling area.



So, just over to the two other members on my task force real quick.



MR. GUDGER:  Apologies to everyone behind me.



I would just add a couple things:



One, that, Madam Chair, for an upcoming task force meeting, regardless of who is chairing the meeting, I would ask that we include the opportunity for ‑‑ for Treasury to invite Donna Gambrell or one of her representatives from the CFI fund, Community Development Financial Institutions fund, to discuss the work that CDFIs are doing as micro‑lenders or alternative lenders to support veterans and service disabled veterans businesses all across the country.



For those that don't know about CDFIs, these are often the last choice lender.  They are the lender of last resort in communities where there are no other lenders, where other lenders are not providing the types of products and services that the borrowers need.



Many CDFIs have a focus on supporting veterans and service disabled veterans.



So, I think that that may be useful in our ongoing discussions as part of the task force.



The other thing that we are continuing to pay attention to at Treasury that has relevance to this task force is the housing market and the housing rules.



Now, you may ask, why are you talking about housing in a task force on small business?  Because as we all know, housing tends to be ‑‑ homeownership tends to be the place where small business owners go to start their business; they tap into the equity of their homes.



Well, as we all know, there are millions and millions of homeowners currently under water, so that equity is not available to them, and there are many others who are not going to be able to get into the system of homeownership because of the current structure of the marketplace.



So, as the Federal agencies, independent regulatory agencies roll out the housing rules, we are going to be paying close attention to the ways that those rules have an impact on a homeowner's ability to tap into the equity in their homes to be used for small businesses and also how the Basel III rules play out relative to the lenders that may have impaired collateral of these homes on their books and their ability to lend to veterans and service disabled veterans, as well.



CHAIRMAN JOHNS:  Thank you, Don.  That's an excellent point about Donna Gambrell, because it ties directly to what Rhett was referencing with our Community Advantage loan product, which we designed specifically to bring CDFIs into SBA's network for the first time so that they can take advantage of our Federal guarantee and therefore give them the capacity to do more lending.



So, we'll definitely make sure that Donna presents at ‑‑ at our next meeting, or as soon as her schedule will allow.



I also just want ‑‑ thank you to our outreach ‑‑ training, counseling, and outreach for access to capital report, Rhett, and members, and I want to also emphasize that we need to always make sure that the veterans community knows that, yes, we have Patriot Express, but every one of our loan products is available and we encourage veteran participation, and so, Don, I was happy to hear about your very lucrative marketing budget.



We have none, so we'll make sure that the SBA, to the extent that you will allow us, will participate in that, because that's part of our challenge, is how to get the word out about the things that we ‑‑ the products and the services that we do have available for veterans, for example, to the issues that Mr. Jennings was raising.  We want to make sure that you know what we have available so that you can take advantage of it.  Otherwise, there's no point.



So, thank you for the subcommittee's report, and we're going to move on to Federal Procurement and Contracting.



So, I'll call on Andre Gudger and Secretary Tim Hale.


FEDERAL PROCUREMENT & CONTRACTING PROGRAMS



MR. HALE:  This is Secretary Hale.  Andre and I are the new co‑chairs of this subcommittee, I guess.



So, Andre, I'll defer to you.  You've been on this committee much longer than I have.



MR. GUDGER:  That was the quickest update in history.



So, yes, it's been good to be on this committee, and as Secretary Hale just said, it's, I guess, a new formation.  We're both co‑chairing it.



In fact, we had a call and I was unable to even make the call because I was supposed to have a new Secretary of Defense, and as you know how it went yesterday, the old guy is still the new guy, and so, in fact, I was at his farewell at the time he had the call, and he made a joke about his Valentine's gift to his wife would be the fact he would be home, and I guess it didn't go too well.



So, update from the past and kind of the way we're going forward in the future:



There has been ‑‑ you know, I met with many of you in the crowd, from Vet‑Force across to American Legion, and one of the things that we've picked up in our recommendations from our last meeting was the fact that we needed more small dollar amount contracts in the hands of veterans.  It's not always the big ones that make a difference.



And so, what I did this year was establish goals for the first time, set goals for every single agency and command who spend money, and it's going ‑‑ it's going to go well, all right?



I gave them not only a goal to achieve but a requirement on the improvement, and I met with every single one of them, and it's been a great movement, and I think as a result of that, they were aware that this was coming, and as a result, you know, the largest spend in the Federal Government, for example, is Department of Army, and Department of Army met this veteran owned small business goal this year.  They achieved over 3 percent.  And so, we're looking to build on that.



And so, we kind of took that as a best practice, was to set goals in the Army and say, hey, everyone has this, this is what we're going to do.  We're going to give more access to small dollar amounts to the veteran community, because this is where things are ‑‑ this is where businesses are built.



And so, then we ‑‑ I issued further clear guidance on ‑‑ to the department, in the middle of the CRs, we're going to continue to use existing small business award in contracts.



In time of a budget crunch, as we're dealing with and looking at procurement reform and how do we do best practices in contracting, it's always easy to go to a large company and a large contract, and so, I have issued guidance that we were going to focus on small business and small business contracting with existing small business contract vehicles, and I think it's helped us stabilize what would otherwise be a steep decline in trend for access to contracts for small businesses.



So, what we noticed in the first part of the first quarter is things are going well.  Then we had this big "S" word hanging over our head and things didn't go so well.



But now we've seen a sharp rebound from dealing with the planning for the potential sequester.



So, building on to what we're doing in procurement reform, we knew that accountability was huge in the system.  Many of you are very familiar with the senior executive performance evaluation criteria that include small business, and this year, in FY '13, we've expanded it to include other senior leaders and the general flag officers that are appropriate.



It's now mandatory in Department of Army.  Other services are now onboard, and I think we're going to see ‑‑ again, this is good procurement reform, good contracting best practices.



It's going to reduce the barriers.  It's going to hold people accountable for achieving the goals set forth, and I think we're going to continue down that path.



So, we then looked at another thing, some of the feedback I got from the vet community, was, you know, we need the ‑‑ strategic sourcing was a big spot.  Okay.  That's another contracting procurement reform.



So, now, I am the senior advisor to the strategic sourcing board, and I looked at some of the practices we were doing on the strategic sourcing board, and it is appropriate for certain things, and it was, in some cases, harmful to small business.



So, we re‑looked at some of the business and industry best practices on how we contract.  I said let's do some things a little different.



So, for the first time, we are now laying out our furniture contract which used to go almost all large, now in our strategic sourcing will all go all small.  All the companies that are in this particular procurement ‑‑ it is a multi‑billion‑dollar‑a‑year procurement ‑‑ will be small businesses.



And so, we basically looked at what industry was doing and how they organized and acquired these types of commodities, and we organized and we did that in the ‑‑ in the department, and so, it was one of the things that I wanted to lead and be a part of it, and I want it to be successful, but I'm certain, over time, the data will show that this is the right thing to do, it's good business proposition.



And so, we looked at ‑‑ I met with some of the veteran community and I saw where there's potential for some consolidation with the draw down of the budget, and that was another concern that was brought to me.



So, I worked closely with one of our agencies to do a pilot, which is National Security Agency ‑‑ I know you're familiar with them ‑‑ and what we did was we went out with a competitive bid and, for the first time, at the evaluation and the successful offer, we not only awarded a prime contract to the large company, but everyone that they listed in the subcontract, with the tasks broken out, which were all small ‑‑ the requirement was they all had to be small companies ‑‑ we also gave them all direct awards, so that they can build a relationship with the customer, build ‑‑ continue to build their capability, and get credit for being a prime contractor in the Department of Defense.



I've expanded that with the current effort with the National Geospatial Agency and working with the Army and the Air Force right now on rolling it out there, as well.



So, these things are going to be new.  It's very tough.  We're in the middle of a ‑‑ of a ‑‑ you know, there's a lot of focus on the defense budget.



So, we have to find very creative legal and innovative ways to contract where we can give access to veteran businesses, and so, it's been a huge focus for us.  These things came out of the recommendations from the last meeting and in subsequent meetings from this task force, and so, I guess I'd be willing to take some questions if anybody has any.



CHAIRMAN JOHNS:  Thank you.



First, any questions from the task force members, or comments?



MR. JEPPSON:  Just one comment, if I could.  I think that certainly you brought it up and it's applicable, but one thing that the administrator and deputy administrator have done that I think has got a huge impact ‑‑ you know, coming from a recent DOD background, I'm certainly seeing the impact on DOD right now, but the fact that now, in all procurement officials and SESs and flag officers now, that there is a performance requirement to meet the small business goal ‑‑ that's a huge ‑‑ I think that's a huge thing.



They get graded on that now not as an agency but you personally are required to do that, and so, I think the impact ‑‑ we're already seeing the impact, at least, you know, from my small network within DOD, where we're seeing them go to 8(a) on sourcing.



For example, at SOCOMM on a ‑‑ on a ‑‑ on a huge contract, they will certainly put an 8(a) company, you know, as a graduate of 8(a) in that ‑‑ with that one contract.  It's unheard of even a year ago.



So, I think that there's a little potential there, and hats off to our friends in DOD with that.



CHAIRMAN JOHNS:  Any questions from the public?



MR. GOODROW:  Marie, if I can just also add ‑‑ building on what Andre said at the outset with respect to establishing goals for the first time for our procurements, I might also reiterate that we are also tracking for the first time our activity government‑wide so that we can not only measure progress at the department but also across the civilian agencies and share best practices, which I think setting up specific goals is a great step.



I would also mention, in addition to the goals that I know that Andre and all the ‑‑ including Tom from the Department of Veteran Affairs ‑‑ have reviewed the internal controls that are applied to make sure that agencies are properly applying set aside requirements for these purchases.



So, I think all of those steps are going to help to take advantage of opportunities that have been lost in the past, and I think get more ‑‑ more work to all of our small business, including our ‑‑ our ‑‑ our veterans and service disabled veteran owned small businesses.



CHAIRMAN JOHNS:  Thank you.



MR. GRAVES:  Marie, can I just jump on the bandwagon there?  I absolutely agree ‑‑ I totally agree with ‑‑ with what's being ‑‑ what's been said about what Andre has done and also what ‑‑ what, Marie, you have done, you and Karen have done in terms of cross ‑‑ cross‑agency procurement.



You're not just seeing it ‑‑ let me build off of what Andre said.  It's not just the procurement officials at the agencies.



Actually, you may not know, but this ‑‑ this is ‑‑ it pervades all of senior staff at all of the agencies, the direction that ‑‑ that you have made, because oftentimes, the procurement officials at the agencies don't realize the structure of the procurements if there are new programs being established until late in the game.



So, you can't structure it to incorporate the types of ‑‑ or to capture many of the needs of veteran businesses or small businesses early enough on so that when the procurement comes out, it doesn't work as easily for small businesses or for veteran businesses at the end of the day.



So, kudos to what you, Andre, have done, and Marie, you and Karen have done, because folks at all agencies that I've talked with at senior levels are understanding this key commitment and are building their programs to recognize the need for the procurements to meet the ‑‑ to reach those businesses that they might not have reached before.



CHAIRMAN JOHNS:  Okay.  Thank you.



Any questions from the public?



(No response.)



CHAIRMAN JOHNS:  Any questions or comments from the phone?



(No response.)



CHAIRMAN JOHNS:  All right.  Moving on to Coordination of Federal Support, Matthew Blum and Mark Adams are our co‑chairs.  Jim Wilfong has also been a longtime member of that ‑‑ that committee.



So, gentlemen.


COORDINATION OF FEDERAL SUPPORT



MR. BLUM:  I'll start but then quickly turn to my good colleagues.



As part of our restructuring, we have now merged our discussion of both external considerations that Jim has done a great deal of work on, in looking at how we can be smarter in our ‑‑ our use of resources and reduce redundant spending or how we can get Federal support and access to ‑‑ to capital, to education, and to markets, with the internal considerations that my subcommittee has been giving to what are ways that we can reduce the administrative burden and take greater advantages of technology to provide that access?



So, let me start just very briefly with an update on two points with respect to our internal government efforts with respect ‑‑ one with top technology, one with respect to administrative actions.



And that one for the technology is RFPEZ, which, as I mentioned at the last meeting, is an initiative that was triggered by the Presidential Innovation Fellows Program to figure out ways in which we could be smarter in our use of technology to expand access and simplify access to our small dollar procurements for small businesses.



I'm happy to announce that, in December, the pilot effort was announced and ‑‑ and initiated in January.  We are starting with procurements by small businesses that do web technology, but this is just a starting point, and we want to broaden this out.



There are already 10 agencies, pilot agencies, that have committed to ‑‑ to using the new platform, and we expect that there will be more joining as we move forward with the process, and there are also at least 200 businesses, at last count, that have signed up for using the platform.



So, I would encourage you, if you have not already looked at the RFPEZ website, to check it out, ask questions. There's a portal for ‑‑ for doing so.  Because we want to get your feedback and input, and we think that there are great opportunities in the use of technology through this pilot to significantly streamline and simplify how we ‑‑ how we conduct our small businesses, small business simplified acquisitions through this technology.



Second point is I just want to give folks a heads‑up on ‑‑ with respect to our Quick Pay initiative to accelerate payment to small businesses, both at the prime and subcontract level.



There should be a Federal Register notice coming out rather soon that's going to seek public input into your ideas for ways in which we can build out this program.



As you know, with OMB's guidance, we've asked agencies to accelerate their payment to prime contractors, including small businesses, and also, in return, to get prime contractors to accelerate their payments to their subcontract subs.



But there are multiple ways in which we can accomplish this acceleration beyond that step, which can include using factors, evaluation factors to potentially give greater credit to those ‑‑ those bidders, large businesses, that are committed to accelerating their payment to small businesses, and other steps, as well.



So, we are very interested in ‑‑ in getting your feedback.  You will see some of these ideas in this notice, and we want to fully consider all of this before we commit to regulatory reform so that we do it in the right way.



That's what we're doing internally.  Maybe I can turn it over to my partners, Jim and Mark, to ‑‑ to speak to some of the great things that they've been thinking about externally, and then we'll take questions.



CHAIRMAN JOHNS:  Thank you, Matthew.



MR. ADAMS:  Thanks, Matt.



Mark Adams, American Legion.



As part of the combined subcommittee, we're going to, as Matt said, take a look at outside viewing and actually focus a lot on collaboration of information, and I'm going to give you a quick update on it, and I'll pass the mike over to ‑‑ to Jim to talk to you about some specific continuity from past subcommittee work to what we're going to build into this.



But as far as the outside viewing, what we're looking at is taking a look at what we'll call a one‑stop shopping view for veterans and business issues, in some sense align it to the veterans lifecycle, if you will, of where they are in their mind and their business, from before they leave active duty to when they want to retire and pick where they want to go fishing for the rest of their life.



There's an incredible amount of resources available at the Federal level, if not at the state and local, supporting our veterans at any step in that ‑‑ that, I'll call it, lifecycle.



You've heard today a number of various opportunities, some similar, some collaborative, some that are new to you.  So, what we want to do is really develop a framework in the subcommittee this first year, develop a framework of what's available and where it is, just as an awareness thing, rather breadth than depth, because we want to see what's in and what's out as far as what's available for vets.



The next thing we want to do is complete an inventory at some level to see where these resources impact or support vets in their particular lifecycle.



We've heard a lot of resource applications for beginning business focus here at the task force, because that's the topic of this particular meeting set, but there is an incredible amount of resources available for that business lifecycle through growth, through mentor protege, through mergers and acquisitions, etcetera, and opportunities in that regard, as well.  So, we want to pick that.



We're also going to take a look at where the overlaps and gaps might be to these resources.  We found a lot of discussion of marketing opportunities and efforts where there might be an opportunity to gain collaboration.  There might be areas where there is over‑resourcing and maybe under‑awareness or utilization.



And then the last thing we want to do is recommend next steps, perhaps to coincide with the President's budget and the agency's build on that, and to put a transition plan from where we're at with overlaps and perhaps gaps to realignment of resources so we can get the most bang for the buck out of what's available, and so the veterans know this and are aware of it, and they don't have to go from here to there to there.



We want to put together ‑‑ I'll call it a portal.  I'm not sure what the name of it's going to be yet.  We've got to figure that out.  Where a veteran who is in the business game, no matter where they're at in it, can go here and see what's available for what they need at that point in their business life.



And then perhaps we can start setting the stage ‑‑ our intention is to start setting the stage on some measures of success from the veteran's point of view on the investment of these resources, a return from the veteran's point of view on the investment of these resources, as opposed to cost control management view of these resources which often sometimes takes hold in the Federal Government.



So, that's the view of the outside look of what we're going to put in place for the next year with the subcommittee, and I'd like Jim to give us a view of some of the specific things that we're going to incorporate from the existing work that's already started.



CHAIRMAN JOHNS:  Okay.  Great.



MR. WILFONG:  Thank you very much, Mark.



One of the things that we're very interested in is the program that Rhett was talking about earlier that would help young veterans to be able to continue to receive cost‑of‑living benefits or living benefits while they are at an incubator, at a university or community college.



We think that's a real good first step on the whole concept that we had on the GI Bill, and we want to support that, and we want to help make sure that has support wherever it needs it.



In addition to that, we've got still some very practical hands‑on procurement recommendations that we would like to talk to Andre Gudger about, and make sure that these recommendations which were given to us by Sean Creen, which are very, very practical and useful and, I think, can be done as amendments to the FAR or some regulation, and so, we have those that we want to look at.



We also are interested in this crowd funding area. We think that that's ‑‑ that's something that is ‑‑ there is an opportunity out there somewhere, and we think it ought to be private sector, for crowd funding sites for veterans as this law gets developed, and I can see Don may be shaking his head yes on that sort of an idea.



So, we are interested in that.  We'd like to see ‑‑ we would like to have someone from the SEC, when those regs are ready, so that we can have a good view of this.



This crowd funding area is going to be very important to veteran equity ‑‑ as ways to raise equity to do some of the things that Rick was talking about with mezzanine financing, as opposed to always having to look at debt, and I know that the SBA programs, with the exception of SBICs, are debt oriented, but sometimes that may not be the best avenue, especially with something like crowd funding.



And we are continuing to be interested and would like to look ‑‑ promote the unique authority given to the administrator to set aside any and all contracts for small business competitions.



We think that that's really ‑‑ the more you do ‑‑ and I'm pleased to hear everything that Andre is doing, because we are beginning to see those ‑‑ those types of policies put in place are beginning to show up at the workplace, where veterans and other small business owners are actually seeing things being set aside for small businesses, which is really a great step forward.



So, with that, I think that provides some continuity.



Trade certification is a really important thing that is important to the American Legion.  It's one of their top issues, and trade certification is very important when it comes to members of the service who come out and maybe have been ‑‑ as the gentleman ‑‑ Mr. Jennings, I think, was his name ‑‑ was saying, with his background in law enforcement, but maybe electricians, plumbers, etcetera, combat medics, corpsmen ‑‑ they come back to their states and they cannot work in this area or they can't start a business without ‑‑ they get no credit for OJT, any of that, and we think there ought to be some level of a Federal minimum there that each state has to recognize and adopt.



So, with that, thank you very much.



CHAIRMAN JOHNS:  Thank you, committee members.



So, any questions from task force members?  Question or comments?



(No response.)



CHAIRMAN JOHNS:  Or from the public?



(No response.)



CHAIRMAN JOHNS:  Anyone on the phone?



(No response.)



CHAIRMAN JOHNS:  Okay.  Thank you.



So, that concludes our subcommittee reports.



So, now we're going to move to our discussion of the certification/verification process at the Department of Veterans Affairs, and so, Tom Leney is going to give us a brief update on CVE, and then we're going to have the bulk of the time available for public comment, focusing on constructive suggestions about how we can move forward, and I ‑‑ after Tom speaks, I will be recognizing Mark Goldschmitt, who has provided some ‑‑ provided commentary prior to today's meeting.



So, sir, you will follow Tom Leney.



And if there are others who wish to speak, we will take you in turn.  Thank you.



Tom?

//

//


SOLUTIONS DISCUSSION FOR CERTIFICATION/VERIFICATION



MR. LENEY:  Thank you, Madam Chair.



I do want to make sure that we have the time to hear from folks here in the audience with ideas as we move forward.  We've done a lot of work on the various aspects of verification, still work to be done.



I want to acknowledge a number of the organizations here, like American Legion, Vet‑Force, who have been active with us in a variety of fora, in providing ideas, many of which we have taken on.



Before I get into verification, I do want to again acknowledge the expanding partnership that Marie has driven between the VA and the SBA.



One area of that I would like to announce is, in 6 to 9 August 2013, in St. Louis, we'll have the 2013 National Veterans Conference where we will be expanding a partnership between the VA and the SBA to bring on board a commercial dimension to this conference.



We've piloted it with the SBA in Detroit in 2012 with the Big Three automakers, where veteran small business were able to directly connect with buyers and procurement decision makers from large commercial organizations, and we'll be expanding that this year, but ‑‑ so, I just had to give that commercial here.



Let me get on to verification.  This is what ‑‑ the things I'm going to talk about, and I'd like to start by making sure we have some context.



A lot of folks ‑‑ next slide.  I want to put you in the place that we were 18 months ago.  When I came onboard to the VA, we had just had a ‑‑ we had a GAO report in 2010, and you can read here their results, ineffective in minimizing risk for fraud and abuse; a VAOIG report, 2011, that basically projected that the VA was potentially awarding $2.5 billion over the next five years if we don't strengthen oversight in our verification procedures.



And that set a stage for work we did in verification.



The program relative to some of the other programs is relatively new, and it was an imperative for us to make sure that the program responded to and dealt with these concerns that were laid out in these reports and reinforced quite vigorously by members of the House Veteran Affairs Committee and Senate Veteran Affairs Committee.



We also at that time had a situation where the average time to initial determination for a firm that was applying for eligibility to the Vet First program was in excess of 130 days, and we had firms that had been in process for six months ‑‑ I recall the black hole ‑‑ we had no communication, no contact, and then after six months, the first thing they heard was that they were denied.



So, we have done a lot of work since then, but for us the imperative is these two things that came out of the GAO report and the IG report.



Next slide.



Last summer, the Secretary of the VA directed that there be a high‑level review of verification, establish an SES task force led by the Deputy Chief of Staff of the VA to look into verification.



A couple of the big‑picture items here:  The initial recommendations of the task force, whose final report will happen in March to the Secretary, was that we needed to adopt an MIS solution that integrates case management; secondly, to expand our verification assistance program, pursue rule changes, and then initiative post‑verification audits to get at this concern about people who, based on a snapshot, are eligible but then make changes.



If we could just go back for a second, the last GAO report that we got in January 2013, I think, is important to note that, first of all, what they said was that we had made significant changes in the program.



Their two recommendations was to integrate what we were doing in verification to a longer‑term strategic plan and to address the shortcomings of our management information system, which we fully acknowledge.



I will tell you, we have now adopted or we have drafted a longer‑term strategic plan, but I'll be frank.  My focus when I came onboard was not a long‑term strategic plan, but it was to stop the bleeding, make sure we were provided a process that precluded ineligible firms from being verified, and then to work on reducing or improving the timeliness of that process.



It was very clear to us at that point what our short‑term problems were and our short‑term priorities, and therefore, our focus was fixing that before we thought about where we wanted to go in a five‑year plan, but we now have ‑‑ we now are at a place where we are looking forward to the next five years.



Next slide,  please.



How are we doing?  In 2011, the SBA received a "B" on their small business scorecard, in large measure or in significant measure because we were unable to meet our women‑owned and HUBZone goals.



Because of the VA's commitment to veteran small businesses, in 2011 we ‑‑ the verification program is important because through this program, there's $3.6 billion in 2011, which is 20 percent of our total spend; in 2012, 3.8 billion, which is 22 percent of our total spend.



So, even though our total spend was going down, our commitment to veterans has gone up.  We don't cap it.  But what the law says, for these firms to get this kind of preference ‑‑ and it's real dollars in the hands of real veteran small businesses ‑‑ we've got to verify them.



Currently there's about 50 ‑‑ almost 5,500 firms that benefit from the Vet First program, that are in the Vet First program, and protecting the integrity of the program so that these firms can continue to benefit is important to us, as well as expanding the number of firms that are eligible, particularly firms that are owned by women vets and firms that are HUBZone firms that are also owned by vets.



A couple of other metrics:  60 percent in 2013.  So far to date, we have 60 percent approval rate for initial determinations, which, in my mind, is still too low.



It's up from 55 percent over 2012, and I'll speak to that when I talk about verification assistance.



The average time to initial determination is now, last month, the month of January, was 46 days.



We have 379 firms in the initial verification process.  Five of them are over 60, which is our regulatory target.  Those five are firms that we could deny on the basis of information provided, but we have reached out to give them the opportunity to provide additional information in the hopes that we can get them to goodness.



And again, this is ‑‑ relates back to over 130 days in summer of 2011.



We do have a continuing problem, which is the request for reconsideration program.



Back in the summer of 2011, we changed our program from the request for reconsideration, which was an appeal process, and about 1 percent of the appeals were approved, to a second chance process.



That caused a major resource impact and more than doubled the load.  I think it was a good idea to change that program.  I am the person responsible for insufficiently understanding the resource implications, and as a result, our request for reconsideration program has lagged our initial determination program considerably.



Three reasons for that:



When a firm requests reconsideration, we now get ‑‑ I call it the second chance program.  They can fix what was identified in the initial determination.  It is reviewed by our Office of General Counsel.  A final determination means a firm cannot reapply for six months.



So, we take that very seriously.  We want to make sure, when that determination is made, that we're prepared to defend it and that it's been reviewed by our lawyers up front because of the implications, and unfortunately, that has taken a very long time.



We have redeployed some resources.  So, I think that over the next 60 days, we will see a significant decrease in that, but that is a major concern of ours.



And as you can see, over 200 of the 388 applications in that request for reconsideration process are over 60 days, which is the regulatory target.



I want to say ‑‑ and I don't apologize for ‑‑ that is not our top priority.  Our top priority in the department is those who are undergoing initial determination, because we must presume that those who are undergoing initial determination have all their elements together, and we made it an explicit priority determination that we're not going to put someone who had a chance to apply and was found to be ineligible in front of the person who is in the initial process.



Like I say, we are looking ‑‑ we recognize a need to get 136 days down.



I will note on the approval rating, in November 2012, we were at 49 percent.  In February 2013, so far, we're up at 74 percent, in part, I believe, our verification assistance program is getting some real traction, and I'll talk about that in a minute.



Next slide.



Back in November, the deputy administrator reached out to the VA with some concerns about verification, and rather than just voicing concerns that had come to the SBA about the VA verification process, as is Marie's wont, she offered help and engagement from the SBA and sort of a partnership approach to verification.



So, we have been working very hard with her staff on the areas of process, technology, metrics, and rules over the past few months.  Our goal on the process was to identify best practices, particularly from the 8(a) program, and see what we could apply to the verification program, and although, like I say, we've made major progress in timeliness and quality control, we continue to press in that arena.



A couple of important things for everyone to note: We now have a two‑year eligibility period, and I want to acknowledge the input of our VSO stakeholders to bring that to our attention.  I want to particularly acknowledge Rick Weidman, who brought that issue up and pressed it, and that led to change.



And so, I would accept, Rick, that the ‑‑ every process is better when we reach out and include the stakeholders.



We also have established a simplified renewal program that's already showing major impact on our process, whereby those firms that have ‑‑ are coming up for renewal can go through a process by which, if they have not made any changes since they were last verified, they can declare that, and we are turning those applications, now, around in less than seven days.  Our average time for simplified renewal is about five days.



For those firms that have made a change, our rule ‑‑ our rule requires notification of CVE.  Where they have declared a change, we look at the changes, and we are turning those in less than 30 days.



So, for all those firms that have been verified under the auspices of Public Law 111‑275, we're seeing a major reduction in the level of effort required to be sustained in the program.



Another area where we ‑‑ an area where we adopted best practices from the 8(a) program is the notification validation.



One of the places where the 8(a) program ‑‑ we determined that a best practice was ‑‑ they do multiple means of notification to ensure ‑‑ to validate receipt.



We used to do it via snail mail.  We found that that created huge delays.  We then went to email.  We have now adopted some of the practices of the 8(a) program and now we do email with a read receipt, with a telephone follow‑up to make sure that, whether it's a cancellation or a denial or when there's an action required by the applicant, that they got the message.



I would note that there is a certain amount ‑‑ that we can't eliminate the personal responsibility in this process.  We send out emails to the emails that are provided to us by the firms.  If those emails are wrong or they're out of date ‑‑ and I often hear that ‑‑ oh, you know, that person is no longer a part owner or that email is out of date ‑‑ there is a certain element I respond to ‑‑ whose ‑‑ whose responsibility is it?



Is it the VA's responsibility to keep up with your email or your responsibility as a business?



But we have, like I say ‑‑ in an effort to make sure we have positive communication feedback ‑‑ adopted an 8(a) approach.



We're looking at a couple of other process changes which we are piloting as we speak based on lessons learned from the 8(a) program, and at the next task force meeting, I think I'll be able to provide a lot more information on those.



The last thing is ‑‑ it's important to understand ‑‑ as we streamline this process and as ‑‑ as we go to two‑year eligibility periods, we have also strengthened our post‑verification audit program, and that's a program by which we got out ‑‑ we're sort of like the IRS.



On a risk basis, we look at firms that are eligible and make ‑‑ and check to see whether or not they are still compliant.



We also do a limited number of what I call random eligibility checks to maintain compliance, to make sure that we can meet the expectations that you saw laid out in the GAO and the OIG report.



I would like to note for this group, and anybody who is listening, when we go out and look at firms that are in the initial verification process, our experience historically is that 98 percent of the firms that we deny are not misrepresenting, they're not committing fraud.  It's a function of ignorance of the rules or a misunderstanding of the requirements, and they self‑report.



When we go out in a post‑verification audit to a firm that has been through this entire process, where we could be comfortable that they know the rules, because they complied with the rules, our presumption is when they are ‑‑ we find them to be ineligible, that they are misrepresenting what they are doing.  We've referred 26 firms in the last 4 months to the Office of Inspector General based on post‑verification audits.



So, as we all know, any verification program, whether it be ours, the SBA's, whatever, is a snapshot in time.



We feel that we have an obligation to the 5,400 firms that are in VIP, that are eligible for this program, to make sure that firms don't create eligibility for a point in time and then decide to change after they have been verified.



Next slide.



Verification assistance:  In 2011, we denied more firms than we approved, and we have been grappling with that problem.  As I say, currently, it's 74 percent, last month, or this month, so far, but year‑to‑date, 60 percent, which I think is still too low, because still, 98 percent of the people we deny are denied due to ignorance.



So, we have ‑‑ we have established over the last eight months a program to help veterans get it right the first time.



Again, I want to acknowledge, driven by input that we receive from our stakeholder partners, we have verification assistance for them on our website that lay out details in layman's English, the rationale.  It covers denial of about 85 percent of the denials that occur.



On the 22nd of February, we'll be posting 22 more in an effort to be ‑‑ you know, give an applicant the opportunity on the front side and the knowledge on the front side to get it right.



We have also developed a verification self‑assessment tool that takes the applicant through the entire regulation and helps them understand what it means and what it means for them, and I appreciate the work of our stakeholders in helping us evaluate that tool and improve it.



It's a dynamic tool.  It's better today than it was three months ago as a result of some of our stakeholder input by guys like Mark Goldschmitt I see sitting here.  It will be better three months from now than it is today.



One of the other areas that we learned from the SBA and a lesson learned from the SBA and adopting their best practices is on the issue of counsel, cause no matter how much paper you put out, sometimes a person just needs somebody to help them think through the process, and that exists within the 8(a) program.



So, we have adopted, as we have reached out, again, to partners like Vet‑Force, like the American Legion, and they have joined us in providing counselors to help applicants through the process.  We piloted this program.  To be frank, it did not work very well, not for any lack of engagement from our partners but for lack of engagement on my side.



We have now revamped the program, and on the 22nd of February, we're rolling out a new and revised program whereby all of the verification counselors will have a hotline to the VA, to CVE, for issues and questions; a special access to CVE customer service and our Office of General Counsel on issues.



We have adopted a program of what I call joint training.  All training now ‑‑ and we're rolling out the first of what I call the basic qualification training ‑‑ for our examiners, evaluators, site visitors, the Office of General Counsel evaluators, and counselors is done jointly so that counselors get exactly the same training and information that our examiners and evaluators do.



On the 22nd of February ‑‑ it's an all‑day dance.  On the 22nd of February, we have invited counselors and our verification partners are sending counselors.  We are also opening it up to anybody who wants to audit that training virtually.



So, you'll be able to go to our website on Tuesday and see the instructions on how to audit it.



We are restricting the face‑to‑face to our counselors, evaluators, and examiners, as you might imagine, because there is a certain interactive element to it, but you'll be able to see and understand ‑‑ any applicant can see and understand what we tell the people who actually evaluate the applications.



It's part of an effort on our part to be transparent and to give people the kind of information they can use to get it right the first time.



The big thing is the reach back and follow‑up to our partners and to make sure that they've got access ‑‑ I will tell you up front, we don't release that ‑‑ we do not release that information, because you would be overwhelmed.



Next slide.



The Secretary got a letter from Subcommittee Chairman Johnson and Stutzman of the HVAC stating that the problem is that we have ignored the SBA's regulations regarding ownership and control.



Next slide.



As a result of that, we have done a very thorough crosswalk in collaboration with the SBA staff, and I'll just cut to the chase.  There is no material difference between the regulations, with the exception of surviving spouse provisions, which apply only to the VA Vet First program due to law; the fact that we require ‑‑ we include veteran‑owned small business, not just SDVOSBs; and we require a report for change of ownership and control.



Next slide.



We've also gone through the ‑‑ we modeled our regulation on the SBA regulations for SDVOSB and 8(a).



Next slide.



There is some concern about whether there's a different interpretation of regulations.  We've gone through all of the SBA status protest decisions over the last two years, all of the OHA decisions.



We have found one point of deviation where we interpret things differently, and it's on the issue of how to deal with majority voting when you have multiple owners.  Again, I won't go into details here, but since our intent, based on, again, an engagement between Marie Johns and Scott Gould, our Deputy Secretary, our intent is to align our rules with the SBA rules.



Next slide.



So, we are pursuing rule change right now.  We have reached out to stakeholders.



In, I think, late March or early April, based on OMB's schedule, we are going to have the ‑‑ we'll be out for public comment on proposed ‑‑ announcement of proposed rule change to get input from stakeholders more generally.



Over the last few months, we've gotten a lot of good input.



I will note that we ‑‑ because of our desire to align with the SBA, the interagency discussion part of this is going to be very important, and that will be going on while we get public input, and we will seek to engage the VSOs in that process.  You have our commitment to that.



But this is a long process.  We have identified some areas.  I will tell you one of our concerns is the current ‑‑ the way the current rules are written, it limits the ability of veteran‑owned small businesses to get access to equity funding.



In the earlier discussion about that, you realize how important that is.  So, we're looking at how can we adjust the rules to be more accommodating of that.



We will not do that except in close collaboration with the SBA, cause we want to make sure our rules don't get out of alignment.



So, with that, Marie, I will turn it back over.



CHAIRMAN JOHNS:  Thank you, Tom.



As Mr. Goldschmitt takes his seat at the table, I'll ask first if there are any questions or comments from task force members.



(No response.)



CHAIRMAN JOHNS:  Okay.  Thank you.



Yes, sir.  Just introduce yourself for the record.



MR. GOLDSCHMITT:  Thank you.



I'm Marc Goldschmitt, small business owner, service‑disabled vet, verified; member of the Vet‑Force Executive Committee; also National Veterans Small Business Coalition board member; and I'm here representing more myself and my own personal views, as opposed to those of any of the groups where I belong.



I'm also going to comment ‑‑ I notice that there is a water bottle just outside of my reach.  So, it's probably appropriate, as Tom has given the state of CVE, that I can give a response.



So, I'm totally prepared.



The other thing I want to say is I think Tom read my slides, cause this is the first time I've given a presentation on verification where a lot of the ideas that I presented for moving forward and strategy appear to have already been implemented.



MR. LENEY:  He's a verification counselor.  He forgot to mention that.



MR. GOLDSCHMITT:  I've got that on the next slide.



If you can go to the next slide, please, Stan.



I am the Vet‑Force National Veterans Small Business Coalition subject matter expert on verification; also a verification assistance counselor; and this gives me ‑‑ and puts me in a position of having two different perspectives.



One is, as a counselor, I need to understand the way things are, the way decisions are made, you know, and will be an active participant in next Friday's training.



I also can separate and know that in there as a Vet‑Force National Small Business ‑‑ Veterans Small Business Coalition, part of that is to look at the way the rules could be, and I've been an active participant in many of the meetings that Tom has referenced in terms of the VSOs and some of the ideas and the ‑‑ the idea gathering.



Next slide.



My perspective basically is all government agencies are stakeholders in building small business and service disabled veteran owned small business industrial base and capabilities.



Part of that basis is the white paper that Jim Wilfong led the authorship of a couple of years ago that discussed small business and the service disabled vet history and how it's been important to national security, and it's been a driver and a significant part of building the economy.



As we've gone into statutes such as Public Law 109‑461, that elevated, to me, the Department of Veterans Affairs to a leadership role in developing service disabled vet industrial capacity and capability.



In that, the verification system and process is a key and integral part of managing the integrity of the SDV initiatives within VA, and my personal belief is we need to do what's necessary to extend that government‑wide, because I think that's a beneficial program to look at from the government‑wide.



From the verification, there's two pieces in this last bullet that I have.  One is verification looks at corporate governance documentation.  Tom referred to that in some of the changes that are there, but it really is compliance with 38 CFR 74 requirements, and I'll address each of those individually in different slides.



Next slide, please.



What I see as the governance challenges ‑‑ we've talked about things like Boots to Business, funding, being able to get resourcing, and good governance is an essential ingredient to be able to fuel my growth and profitability as a small business.



It's something that I have to have, and there's additional documentation I have to have if I'm going to be qualified for capital, any kind of bonding, or any kind of requirement for bringing on and growing my business.



Having that capability, having the good governance helps me grow faster.



It's also essential as a government contractor to my effective contract performance and building that baseline of past performance.



To me, it's roughly the equivalent of what we're calling right now ‑‑ the business equivalent of smart government, and I think Tom will be one of the first ones to recognize ‑‑ cause we've had numerous conversations about this ‑‑ what's necessarily good business and conventional business is not necessarily what's needed for verification.



So, there's a challenge and a variance, and I think as we look forward, rather than the issue of just looking at SBA regulations versus the regulations within VA, in the interpretations, it's really looking ‑‑ I think we have an opportunity to go back and look and say what's good business, what's going to help me grow, what's going to help me build an industrial capability and capacity?



Next slide.



There are four areas that I have in here where we can look, and these are my opinions.



We can look at how the rules are interpreted.  We can look at the implementation in terms of the process.  We can look at the regulation.  And we can look at statutory requirements.  And I believe there's probably a mix of all four required.



The issues that I've addressed in terms of interpretation are what I've picked up in comments from service‑disabled vets and attorneys, is that the results are sometimes unpredictable.  When I've talked to some attorneys, they've said, you know, we've been writing operating agreements and bylaws for many years for companies within the 8(a) program, companies within the HUBZone program, companies within the SDV program.  Things that we normally put in those operating agreements are cause for denial.



In some cases, there's confusion about what will pass and what will not pass.



In that, I want to note that in the documentation I read with regard to the training for next week, there are some updated verification assistance briefs that address some of these issues, and I'll talk a little bit more about that later.



From the implementation, I get a lot of things about attitude, lack of responsiveness, terminology, the perception of gotcha.



I know Tom's heard all of this before.



A lot of times the requests for additional information that I've seen come to people appear hostile, and this is partly my opinion, but it's also direct feedback from a number of veterans, and I can provide those veterans that have those feedback if you want that kind of validation.



I provided what the comments and the sources are, and I've been on the phone, I've been in the room when Tom's been on the phone with the help desk, and I know we've all experienced issues, some good, some not so good.



The regulation ‑‑ Tom addressed the issue of 125 as a baseline versus 124.  So, I don't really need to go into that at all.



The question of variance with SBA ‑‑ I think that there is some disagreement there.  At least what I'm picking up from what I'm seeing from some of the interpretations, and that, I believe, is something that was the subject, which I have yet to review in detail, of a finding from the Court of Federal Claims yesterday regarding ‑‑ I think it was Miles.



That was sent to me this morning.  I have not had a chance to review it in any detail, but I think that that will have some interesting conversations next week.



And statute ‑‑ one of the key areas in statute is I can be a verified service‑disabled vet company.  If I die and my wife picks up the company, then it's not eligible under SBA statutes to continue as a service‑disabled veteran‑owned small business.



So, I believe there are some statutory issues that need to be addressed to align the good things of both 38 CFR 74 and 13 CFR 125.



Next slide.



Suggested strategy.  It looks like this has started, you know, in the first line.  It's the first time I've given a presentation where the strategy I've suggested is already being implemented, but basically provide a detailed comparison with corresponding language from 13 CFR 125 and 121.



I think the difference of where I would go is, other than just alignment with SBA and VA, is also taking a look at best business practices and what's the real implication of some of the things that are being used for denial.



In some cases, they're future events that have very little impact, and from my experience, when I tried to bring on a partner, I had to do an operating agreement, and I did it compliant with all of the 38 CFR 74 requirements.



My lawyer told me you're crazy.  Nobody is going to sign this.



I went to my potential partner.  Let's just say that he was not too complimentary.



And it's like why do I want to do this?  And he was someone who had significant experience doing business with VA, was very knowledgeable about the veteran ‑‑ service‑disabled veteran program and Veterans First at VA, but when he looked at this and say I'm going to commit my time, I'm going to commit my energy, I'm going to make an investment which is significant, and the best you can tell me is I may get screwed.



Let's say he didn't sign it, and it brings me back to some of the issues I talked ‑‑ we talked about before of capital funding, and even when I go to sell my ‑‑ if I were to go to sell my company with some of these, some of those things actually, when you look at the practical application, make it more difficult for me to get funding, more difficult to grow, more difficult to get contracts, and actually, while they're intended to give me an unconditional ownership, actually place conditions on my ownership that can make it more difficult for me to sell.



The last point I have in there is definitions.  Definitions are critical, because I think in a lot of times, I hear ‑‑ I sent out a note yesterday saying, can you tell me what you consider to be control?



I think Jim got a copy of that, and some other folks got a copy of that.  I got some very unexpected responses back.  I'll just say there's no consensus.  But what constitutes, you know, things like business benefits versus business interest?



They're critical to the determination of some of the areas within what's a denial or what's an approval, and I don't think that there is necessarily an agreement, and I'm not saying it has to be right, but as Tom goes forward with his additional 22, maybe there can be some more verification assistance briefs that address what's the presumption, what's the standard, so I know what hurdle I have to make?



I can disagree like crazy, and I can fight that battle separately, but as I move things through as a verification assistance counselor, I have to know what the rules are, I have to know what the standards are, and I need those spelled out.



I just picked some things:  great economic risks.  But more importantly, what types of decisions constitute control?



I'm going to end with one note where I had a conversation with one of Tom's folks, and I asked, how much time do you think I spend controlling my business?  Response was three‑quarters of your time.



My response was uh‑uh.  I spend maybe one to two hours a week doing activities that I consider controlling my company.



What I define that as is I'm making the decisions about what's the long‑term strategy.  I'm making the decisions about where I'm going to address and invest my resources.



So, it's an investment type of strategy, as opposed to how am I executing, which is more of the expense perspective.



So, where am I investing and how am I doing that?



Raises other issues in terms of my being able to hire the people that I need.  I'd like to hire a guy like Tom that could be a COO.  He's not a service‑disabled vet.  He's a vet.



Give him some latitude of ‑‑ cause I've seen ‑‑ he's been able to build a business.  He's been able to do the business development.  Be able to say here is a set of resources you can use, you can manage.  You're capable of making a decision, and oh, by the way, if I don't like how you're performing, you're out of here.  I don't have that latitude under the current rules.



So, what I am asking is, the group here, SBA, VA, the VSOs, and I'll be an active participant in that ‑‑ work to develop rules that help me to grow my company, help other small businesses to grow their company and develop an industrial base and an industrial capability.



Thank you.



CHAIRMAN JOHNS:  Thank you very much for your comments.  You will provide a copy of your slides for the record.



MR. GOLDSCHMITT:  They've already been provided.



CHAIRMAN JOHNS:  Thank you.  Thank you again for your thoughtful comments.



Anyone else from the public?



Mr. Wynn?



MR. WYNN:  Good morning.



CHAIRMAN JOHNS:  Good morning.  State your name and affiliation, please.



MR. WYNN:  Sure.  Joe Wynn, NAVETS representative, member of Vet‑Force, also; president of the Vets Group, Veterans Training Support Organization.



I just want to make a couple ‑‑ a few comments.  I appreciate Marc's presentation.



I think Marc was being very polite, and I'm going to try to be the same, and be brief.



Just a quick comment, though.



First, basically, you know, I've been before this ‑‑ this body several times, and we've talked with Tom.



We've been going through this for several years, because you know, I've been involved in this movement and this effort to increase opportunities for veteran businesses through advocating for legislation, improved regulations, and so forth, but when we get to talking about veterans being certified to do business at the VA, we are still finding that there are hundreds of legitimate veteran and service‑disabled veteran‑owned businesses that are being denied.



When you ‑‑ when you measure the number of these businesses who are doing business with other agencies ‑‑ we just heard ‑‑ was reported that the Army surpassed its service‑disabled vet goal of doing business with service‑disabled vets.  Some of these same businesses are being denied at the VA.  Something must be wrong with the evaluation process.



Just the other day at our Vet‑Force meeting, I mentioned the fact that, about a week or so ago, I attended the National 8(a) Minority Conference in Orlando, a very well‑attended event.



The biggest issue about certification of the 8(a) firms that were in attendance was the issue of being certified by the VA.  No discussion, no debate over being certified as an 8(a).  Even the Native American 8(a) firms.



So, when we hear that now it's being reported that the regulations used by SBA and the regulations used by VA are the same, as we had in our discussion the other day ‑‑ and I mentioned ‑‑ brought up the point, and I'll bring it up again ‑‑ perhaps SBA could convene some roundtables or some public discussions with experts from the 8(a) program, the women‑owned small business program, HUBZone, and service‑disabled vets so that we can lay out on the table the similarities and the differences in the regulation and then let's look at the evaluation process.



Another recommendation I would make is to try and eliminate as much subjectivity from the VA process as possible.  You have situations where the minority owner of a VA firm who is a non‑veteran ‑‑ if it's viewed that that minority non‑veteran owner has too much influence, too much expertise, or gets paid more than the owner, they are likely to be denied by the VA.



That's just a matter of perception.  It is not a matter that says that they are actually in control of that company, but they may be denied.



We talked a lot and we hear a lot more about Boots to Business.  That program is intended to try and educate veterans about becoming entrepreneurs and small business owners, many of whom probably don't already have small business expertise.



If they then ‑‑ and I'm wondering if in the Boots to Business briefings, if this is included ‑‑ are they educating them about the VA process?  Because if they wanted to do business with the VA and they bring in a more educated partner than themselves, are they being told that they are likely to be denied, because that's probably what will happen.



You don't have to answer that right now, but something to consider.



A few years ago, we had 17,000 firms in the VIP database at the VA.  As was reported this morning, it's down to 5,450.  The other thing I'm glad that we heard, though, is that less than 2 percent of the businesses that have been reviewed were found to be fraudulent.



So, those ‑‑ 50‑some percent of those businesses that were denied were denied because of process technical reasons, although I still hate to hear that interpretation viewed as veteran‑owned businesses being ignorant.  It just doesn't sound right when you talk about veterans being ignorant.



One of the other things I would recommend, bottom line, if nothing else, why don't we recommend that all businesses be verified by the VA for 90 days, and let's see how many would still be eligible to do business with the other agencies?



There's something wrong with the process.  I understand we want to keep businesses who are not legitimate, who are misrepresenting themselves, from doing business.  We want to protect the program, but not at the extent of denying legitimate veteran‑owned businesses from doing business.



I end my comments.  Thank you.



CHAIRMAN JOHNS:  Thank you very much.



Any other comments from the public?



MR. JEPPSON:  I just have a question for Joe.



Hey, Joe, afterwards, could you ‑‑ you know, and we don't have to do it right now.  I was a little confused by the ‑‑ everybody approved by the ‑‑ by the VA for ‑‑ I just didn't really understand that.



So, maybe if you could make me a little smarter on what your suggestion is there afterwards, I'd appreciate it.



CHAIRMAN JOHNS:  Mr. Weidman.



MR. WEIDMAN:  Just a couple of things I wanted to share before we ended today.



I had, as you know, Madam Chair, questioned about the reorganization, and this comes from being around this town for 35 years.  Anytime there's a reorganization, there's usually a reason for it, and a centralizing of power, as opposed to a broadening of shared responsibility.



So, that is a danger that I think that the members of the commission will have to guard against in the future, and one way to guard against that is to ‑‑ those subgroups, which are now reduced to three, have regular meetings with the VSOs.



It can be by conference call.  It can be by whatever.  But to seek input into what you're doing.



We always give ‑‑ virtually always give access to any Federal entity who wants to come and address Vet‑Force, which doesn't just reach the people in the room but it's a nationwide telephone hookup, and the Legion usually participates, and the last one was at the Legion, as a matter of fact.



So, the point is, it's a good cross‑section of the veterans community.  Does it reach everybody?  No.  But you can reach everybody for comment if you reach out to the Legion specifically and the ‑‑ the Legion specifically, and if you go to the Military Coalition and the ‑‑ Joe Barnes is co‑chair of that, and I can give you the emails about how to get in touch with them.  They meet monthly here in Washington, military service organizations and veterans service organizations.



And the other entity that is similar in nature is the National Military and Veterans Alliance.  Between those two, everybody except the Legion and Paralyzed Veterans are represented, and Paralyzed Veterans are there at Vet‑Force meetings and are active participants.



All I'm saying is it's not hard to reach out and get that kind of input.



It just requires consulting those of us who can tell you how you can reach out to a broad base, and do so very, very quickly.



The other comment that I wanted to make is that this whole thing about the transparency that I mentioned specifically in terms of the TAP program and in terms of the employment task force, which in many ways is a sister task force to this one, because they were both issued, those executive orders, about the same time, and the concern was the same in that it concerned with meaningful work.



The biggest problem for young people coming home, particularly those in the combat arms, is finding meaningful work, not a job, meaningful work, and with that comes a new sense of direction, if you will.



A lot more folks are coming home with psychic injuries than ever before, and people said, well, why is that?  Well, that's really easy to explain.  I know young people who have had five, six tours in the combat arms.



You can't take anybody, no matter how resilient, and put them subject to hostile fire, not just theoretically but actually, into ‑‑ for 60 months all told, within an 84‑month period and expect that there's not going to be significant problems, but that meaningful work part of it, as good as the vet centers are and as good as the psychological care and readjustment teams are at the VA medical centers, meaningful work is a key part of that recovery, a key part of that healing process, because nobody ever asks about other things.



When you meet them, you say, Tim, what do you do?  They don't say ‑‑ and I've never seen anybody ‑‑ Tim, what's your epistemological view?  No.  Everybody defines their self‑worth by what do you do, and that meaningful work is so key to those returning, both those who are separating from active duty and I would add it's a separate group that needs to be separately targeted, is demobilized Guard and Reserve who are staying in the Guard and Reserve, and those folks are where ‑‑ are the ones that are having the hardest time finding meaningful work.



So, those are my two points.  I just want to say, as I always have, I've been greatly admiring of your leadership, and there was a cover of the New Yorker magazine recently that had a drawing, as they often do, and it was clear that it was President Obama with a shepherd's crook and cats running in every direction, and you have done a magnificent job of herding cats on this task force, and we thank you for it, ma'am.



CHAIRMAN JOHNS:  Thank you very much, Rick, for your comments, always, and the task force has been fortunate to have stalwarts such as yourself who have been with us at every meeting and always added thoughtful contributions to the deliberations, and we do appreciate that so much.



And on your concern about transparency and the downside of consolidation, I want to reiterate that, as Rhett and I discussed how we could propose to the task force a more effective committee structure, it truly is for that purpose, to make sure that we're using the phenomenal talents that we have among these task force members to ‑‑ to maximize those and to use them in the most collaborative ways.  That is ‑‑ that is the purpose.



And your point about reaching out to veteran‑serving organizations ‑‑ the individuals who are on this task force were selected because of the power of their networks, and we all heard you, and we will redouble our efforts to make sure that we're involving the veteran community at every step of our work.



So, again, thank you.



Any other comments from the public?



Yes, gentlemen, if you would come forward, yes.



MR. BULLOCK:  Thank you again, Madam Chair, for convening this task force today, and my name, again, is Nathan Bullock.  I'm with AMVETS.



I'd just like to conclude ‑‑ raise my voice in support of everything that Mr. Weidman has said today, and as a representative of a veterans service organization, to offer myself as a point of contact for the future in terms of feedback and collaboration with this task force.



CHAIRMAN JOHNS:  Okay.  Well, thank you.  I believe this is AMVETS first time to join us for this meeting, and so, we're glad you're here, and we definitely ‑‑ we consider you part of the community now, and you will be hearing from us.



MR. BULLOCK:  Thank you.



CHAIRMAN JOHNS:  Thank you.



Yes, sir.



MR. SEMPLE:  My name is Scott Semple.  I'm co‑president of the SDVOSB Council, the D.C. chapter, and I just wanted to offer some ‑‑ I certainly defer to the gentleman who made a superb presentation on technical aspects, and to Tom's presentation, on the technical aspects of the CVE certification program.



I can give you a very boots‑on‑the‑ground practical perspective, which is we had our monthly D.C. chapter meeting this past Wednesday, and I believe many of the members here were extended an invitation to our monthly meeting.



Monthly meetings of this type is a dinner meeting from 5:00 to 8:00 o'clock.  You'd expect the normal 30 to 40 to 50 people to come to that type of a meeting.  We had to close our registration at 125.  The facility would only hold 125.



Joe was there.  A couple of other folks were at this meeting.



The subject of the conversation was CVE verification.  We had a very experienced lawyer who is defending ‑‑ coming up on about 100 individual firms, trying to go through the CVE process, all of whom obviously have been in some form of denial.



The feedback that I would give you, again, from a very practical perspective, is simply this was a room full of veteran entrepreneurs ranging from 27 to a wonderful gentleman at the age of 83, the vast majority of which have experienced some form of denial, all of whom had been in ‑‑ the vast majority of whom had been in business for five years or more prior to their denial.



To say that the stories from around the room on Wednesday evening were gut‑wrenching is to minimize it.  These are individuals who are successful businesspeople, who have experienced the benefits of the SDVOSB program and who are, at this point, suffering some significant business maladies because of the CVE verification program and the difficulties that it has placed on their businesses.



So, I just ‑‑ I offer up ‑‑ in a matter of two‑and‑a‑half weeks, our invitations went out.  We filled a room at the Holiday Inn in Arlington with individuals who have a keen interest in this.  It's vocal, it's very much at the surface, and I would invite any of ‑‑ Tom and any of the other individuals to please come and address our organization.



On the 13th of March, we are going to be conducting a three‑hour boot camp called the CVE Certification Boot Camp, again conducted as an educational program.  We are quickly approaching a max‑out on that program, as well, and I'd be happy to provide any information on that, but again, my ‑‑ my feedback to you is it was shocking to us the level of interest in and confusion over the entire process, and there were, again, 125 firms represented in our room for a regular monthly meeting, and all of ‑‑ all of whom had the range of issues that have been brought up here today, primarily around the issues of control, ownership, and the consensus of feedback was that it's extremely difficult for them, even after spending 30 and 40 and 50 thousand dollars with lawyers to try to defend themselves, it's impossible for them to try to determine exactly how to define the course of action and the course of legal documentation for their firms that will allow them to conduct their business.



I only offer this as ‑‑ it was surprising to me, it was surprising to our organization, which represents a significant number of SDVOSB organizations.  It was shocking to me the ‑‑ the level of interest in this and the significance of the issue.



One last comment.  Because of our visibility within the community, we're very active on a number of Navy bases in terms of recruiting out‑coming veterans, and the Boots to Business program has gained a lot of popularity.



I think somebody mentioned before, are there concerns for veterans coming out about whether they'll be able to go into business, and we ‑‑ just in the last two weeks, I've received at least a dozen phone calls from veterans coming out, who have sat through the program, who have said, hey, this all sounds great, but I'm never going to be able to get a verification, am I?



And that's just feedback that shows up simply because of the visibility that ‑‑ that our organization has, and I'm sure Vet‑Force and many of the other organizations are experiencing that same dynamic.



It's just unfortunate that there's so much question and so much confusion around something that is of such incredible value to the veteran community, and I applaud you for the tremendous efforts to try to add clarity and transparency to that program, and I can only ask that that ‑‑ that effort be communicated out through as many vehicles as possible, through Vet‑Force, through the SDVOSB council.  We have a constituency that is eager and anxious and hungry for that information.



So, I appreciate your time, Madam Chairman.  Again, thank you for your efforts.



CHAIRMAN JOHNS:  Thank you for being here, and thank you for those comments.



All right.  Yes, sir.



MR. O'FARRELL:  My name is Jim O'Farrell.  I'm the president and chief operating officer of a service‑disabled veteran‑owned small business that was VA‑verified in the course of about a year, starting in 2011, ending in middle of 2012, and I actually was not planning to speak this morning, and I just sat here all this morning, and Tony invited me, and Mark Adams mentioned the lifecycle of a veteran ‑‑ a veteran business.  I actually worked for Mark years ago.



And I had to get up and say just a couple of things.



Over the course of that year that we went through the VA verification process, having ‑‑ a little bit about my background.  I went to the Naval Academy.  I spent five years in the Navy.  I got out in '94.  I went to KPMG Consulting.  I then worked at EDS.  I then worked at Booz, Allen & Hamilton.  As Mark and I used to talk about, I can't keep a job.  And in those years gained a lot of experience as a government contractor and what it takes to run a business.  We've heard a lot of discussion here about small businesses.



What they do at those large firms is they give you some tremendous training, and they teach you how to be a businessperson, how to think like a business owner within your business unit.



When I came with Mark, when I got with Mark in the early 2000s at a small company called Portal Dynamics, Mark then mentored me how to do ‑‑ how to be a business operator in a small business, and the expression that we always say in small business is cash is king.



So, one quick thought.



To think that someone is spending 30 to 50 thousand dollars on lawyers who will get a vein and suck you dry, cause that's what they get paid to do, to think that we would take our money and potentially go to our line of credit, if we are able to get one, and spend it on lawyers, when we could be taking that capital and investing it in our people, in resources, if we're a product company, in our manufacturing capability, is beyond me.



So, having said that, we survived the process, and I actually left in the car ‑‑ and Tony gave me a hard time about it ‑‑ I left in my car a three‑ring binder that's this thick of the documentation that we had to provide, and many of you are aware of it.



So, I want to say one thing, two things.



One, we're terrified that this is going to get spread across the government.



I'm terrified that the comments I'm making this morning are going to result in a post‑verification audit.



And third, I'm trying to mentor a young man who, as he says, was blown up in Afghanistan.  He lives in Richmond and works for HP, and he wants to start his own business, and he said, Jim, I can't get past it.  I can't get the verification.



And I just ‑‑ I'm just troubled by this.



So, I look forward to getting involved with you guys.



MR. JEPPSON:  So, since you've been verified, have you done any business with VA?  Have you competed on any of their awards?



MR. O'FARRELL:  Yes.  We are a subcontractor to Harris Corporation on the VAT‑4 contract and have gained two task order awards, and they leveraged our ‑‑ and it was right down to the wire whether or not we would have our verification, because they were not going to be able to include us in the proposal if we did not have that, and we are now supporting the VA's implementation of wi‑fi across the VA enterprise, providing the logistics capability for that.



MR. JEPPSON:  Okay.  Thank you.



MR. SHORAKA:  Can I just make a quick comment?  John Shoraka.



I just want to make sure that the community understands the steps that we're taking to make sure that there's clarity with respect to the VA's program, as opposed to the SDVOSB program, and I know there's a lot of confusion out there.  We hear it from the contracting community.  We hear it from the veteran community.  And we are working consistently to make sure that there is enough guidance with the contracting officers, that there is enough information out there for the vendor community to understand the difference.



I mean, you are aware of that difference, I'm certain, but you mentioned the ‑‑ sort of the feeling out there that the VA system is going to take over for the entire Federal Government.



We as a ‑‑ and my office manages the SDVOSB program.  Obviously, I don't ‑‑ I can't say what Congress may or may not want to do, but our ‑‑ our SDVOSB program, over the last three years ‑‑ we have had more debarments and suspensions than the previous decade, and our position as an office, if I can say this, is that our system works as it's intended to.



We are very adamant to look at fraud, waste, and abuse, to make sure that the benefits flow to the intended recipients.



So, the self‑certification program has been  working with our suspension and debarment task force that we have internally, has been addressing sort of the waste, fraud, and abuse that we think needs to be addressed, but at the same time keeping the system efficient.



But I do just want to reiterate that there is that confusion, and we continuously try to work both with the VA and OFVD to make sure that that clarification is out there.



But if there's anything ‑‑ and the other thing that I would point to is that as we look at sort of the challenges ‑‑ we had a lot of challenges around the woman‑owned small business program and sort of the differences in that, the uniqueness of that program.



We developed what we call GC classroom, and we put a module on there that's really intended for contracting officers, but it's public, and it's open to the public, and what we find is oftentimes it's the vendors, folks like you, that sometimes will inform the contracting officer about the provisions.



So, that's the intent, and as you find the need or if this community finds the need for additional sort of modules that might be helpful to the community, I'd encourage you to reach out to my office and sort of work with us to put material out there.



CHAIRMAN JOHNS:  John, before you go, would you please just clarify where the CV is applicable?



MR. SHORAKA:  Sure.  The CV is for VA contracts and for contractors that intend to do work with the VA.  Our program, the self‑certification program, is for the entire rest of the Federal Government.



CHAIRMAN JOHNS:  Mr. O'Farrell, thank you for your comments, and I also wanted to offer ‑‑ if we can connect the young man who we are mentoring ‑‑ if the SBA ‑‑ I don't know where his business is located, but if we can be a resource to him, we want to do that.  Thank you.



We're coming up on the end of our time.  Mr. Goldschmitt asked to make a comment.



MR. GOLDSCHMITT:  Marc Goldschmitt.



John, in the past when there have been protests of service‑disabled vet status, it's been on a contract‑by‑contract basis.



So, if I was protesting a company and they were found to be other than small or other than ‑‑ other than service‑disabled veteran‑owned, that was just for that contract.



I could go back and I could re‑self‑certify without any penalty, and it would just be a continuing ‑‑ if I wanted to go after the company, if they bid again, I'd have to protest again.



Is there anything now where that's a ‑‑



MR. SHORAKA:  Certainly I think there is ‑‑ you can always go back and re‑certify, but when you're found not to be, you're required to go in and un‑certify, and that's something we follow up on through our CCRs, through our relationship with the various agencies.



But you're absolutely correct.  If there is something that can be fixed for that firm ‑‑ in other words, if you were found to be non‑service‑disabled because of ownership structure or something like that, and you address that, you can re‑certify.  Is there a list that we keep that all contracting officers have access to?  I'm not certain that we do have a list like that, but that's something I can check on.



And I understand your concern.  It's because if you're found not to be on a particular contract, the issue is addressed.  At what point can you go back and re‑certify, and how does that affect future contracts for that firm?



MR. GOLDSCHMITT:  What I had observed is companies were found to be other than service‑disabled vet ‑‑



MR. SHORAKA:  They turned right back around and ‑‑



MR. GOLDSCHMITT:  They turn right back around, they bid again, they win, you know.



So, it was one of ‑‑ there is no mechanism to say, oops, you know, unlike where you've got a verification, you can check.



By going to CCR ‑‑ I'm sorry ‑‑ SAM ‑‑ I'm still going to self‑certify.  I'm not going to change that.



The contracting officer can look at that, and that's the only thing he has, other than the fact I was maybe found to be other than service‑disabled vet or other than small.



I think, for small, there is a requirement that I do have to come back and say, yep, I really am, and here's why, and I have to demonstrate that.



The other comment I have is regard to VA only is changing in the context of Davy Leghorn from the Legion told me yesterday that I believe Indiana ‑‑ Indiana ‑‑ is that correct?



Indiana requires for their service‑disabled vet set asides CVE verification.



I've been told but have not been able to corroborate that Maryland and Pennsylvania have that requirement.



I know FAA does, and I am also experiencing from people that I get ‑‑ Illinois ‑‑ getting feedback from other individuals that while you can't require verification for DOD or other agencies, companies are being asked if they are verified, and while they may not be used for procurement reasons, the perception is that they're not getting a chance to get further through the door to talk to other individuals, because they're not verified.



That I also know is factual for a number of major primes.  They use that as their method of due diligence.  So, it's a broader impact than just VA and, you know, the prime and subcontracting community.



CHAIRMAN JOHNS:  Okay.  Well, thank you for sharing that.



All right.  As we come to a close, I want to ask if there's anyone on the phone who has a brief comment.



MR. YODER:  Yes, Madam Chair, if I might, just as a parting request.  My name is David Yoder.  I'm the principal for a verified SDVOSB and also a member of Vet‑Force.



I just wondered if I could solicit Mr. Jeppson and Mr. Goodrow for some contact information for follow‑up if they would.



CHAIRMAN JOHNS:  Certainly.  Rhett.Jeppson@SBA.gov.



MR. YODER:  Is Mr. Goodrow still there?



CHAIRMAN JOHNS:  Brian.Goodrow@SBA.gov.



MR. YODER:  Thank you, Madam Chair.  Thank you so much for allowing me to be here.



CHAIRMAN JOHNS:  Thank you for participating.



All right.  So, our meeting has come to a close.  I want to thank our task force members and ‑‑



MR. ELMORE:  Marie?



CHAIRMAN JOHNS:  Yes.



MR. ELMORE:  This is Bill Elmore again.  I have two quick comments.



One is I know you're leaving in May, you mentioned that, and I wanted to thank you publicly for all the help and support that veterans received while I was there at SBA and that you continue to provide.  So, thank you for that.



CHAIRMAN JOHNS:  Thank you, Bill, and I will likely be chairing our next meeting.  I'm not leaving for a bit, but thank you very much for those comments.



MR. ELMORE:  Thank you.



The other point I wanted to make for the VSOs, especially, in the room ‑‑ there is a job announcement out right now that came out Wednesday and closes next Wednesday, and that's job announcement 13‑115‑DB, and that's a critically important job.



It's the Deputy Associate Administrator for Veterans Business Development there at SBA.  As you're aware, the former deputy retired at the end of December.  So, that position is now out, publicly announced, and I would urge the VSOs to take a look at that to see if you know of any potentially qualified candidates that might want to very quickly respond to that announcement.



CHAIRMAN JOHNS:  Okay.  Thank you, Bill.



Again, thanks, everyone, for participating.  This was a very good discussion.



We will convene the task force next in April.  We will look at a date in mid‑April and communicate that date as soon as it's ‑‑ as it has been confirmed with everyone, and take care.  Thank you again for participating today.



(Whereupon, at 11:58 a.m., the meeting was concluded.)


*  *  *  *  *

