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Members of the Legislative Audit Committee: 

This report contains the results of a performance audit to assess the State’s processes for measuring 

and reporting on its goal for contracting with service-disabled veteran-owned small businesses 

(SDVOSBs). The audit was conducted pursuant to Section 2-3-108, C.R.S., which requires the State 

Auditor to conduct a special audit requested by a member of the General Assembly or the Governor, 

when approved by a majority vote of the Legislative Audit Committee. The Legislative Audit 

Committee approved this audit in response to a legislative request, which expressed concerns  

regarding the State falling short of its 3 percent procurement goal for contracting with SDVOSBs 

since being established in 2014, and inquired what can be done to further the State’s progress going 

forward. The report presents our policy considerations, finding, conclusions, and recommendations, 

and the responses of the Department of Personnel & Administration. 
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Service-Disabled Veteran-Owned    
Small Business State Contracting Goal 

Background 

In 2014, the General Assembly enacted House Bill 14-1224, which established a goal in statute to 

award at least 3 percent of all state government contracts subject to the State Procurement Code, by 

dollar value, to veteran-owned businesses operating in Colorado that have been certified as a 

“service-disabled veteran-owned small business” (SDVOSB). The intent of this goal, as noted in the 

legislative history by the bill’s supporters, was to recognize the service and sacrifice made by veterans 

with service-connected disabilities and to support veteran business owners who may have fallen 

behind in developing their businesses compared to their counterparts, because they were not able to 

start or develop a business while serving their country. All state agencies subject to the Procurement 

Code, which includes requirements for agencies to follow when procuring goods and services,  are 

responsible for helping the State meet the SDVOSB contracting goal [Section 24-103-905(4)(b), 

C.R.S.]. 

SDVOSBs Certified in Colorado 

According to the U.S. Small Business Administration (SBA), as of April 2026, there were more than 

34,000 certified SDVOSBs in the United States, with about 850 of them in Colorado, an increase 

from the roughly 400 certified SDVOSBs that were in Colorado when the goal was established by 

the General Assembly in 2014. 

A veteran-owned business seeking government contracts under the SDVOSB status must work with 

multiple governmental agencies to receive its certification. Specifically, these businesses must: 

• File a claim for disability with the U.S. Department of Veterans Affairs (VA) to receive 

service-disabled veteran designation. To be eligible for designation as a service-disabled 

veteran, the veteran must have an “other than dishonorable” discharge from the military and 

have an injury or disease that resulted in a disability linked to their military service [38 USC 101]. 

The VA’s claim process involves the veteran providing evidence related to their military service 

and medical history to the VA, and may require additional actions, such as medical exams, 

before a determination of disability can be made. As of February 2026, the average processing 

time for a claim, once submitted to the VA, was 77 days.  

• Establish a small business that meets SBA small business size standards. To be 

considered a small business, a business must meet the small business size standards, which vary 

by industry and are established by the SBA in 13 CFR Part 121. Businesses may seek help from 

small business development centers, funded by federal and state governments, that provide 
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advising and training to small businesses, such as for developing businesses plans, funding, and 

marketing.  

• Register the business with the Colorado Secretary of State and other state agencies, as 

appropriate for the industry or profession, in order to meet state requirements. The 

SDVOSB must be based in Colorado and the veteran must register their business with the 

Secretary of State, as well as any other state agencies, as needed. For example, a business may 

need to open a sales tax and withholding account with the Department of Revenue if it sells 

goods or services subject to sales tax and will have paid employees, or a business that provides 

transportation may need a license from the Public Utilities Commission.  

• Apply for and receive SDVOSB certification from the SBA. Under federal regulations, a 

business must be “not less than 51 percent owned and controlled by one or more service -

disabled veterans” in order to qualify as an SDVOSB, in addition to meeting the small business 

size standard, as noted above [13 CFR 128.200(b)]. The SBA defines control of an SDVOSB as 

the service-disabled veteran holding the highest officer position in the business, having 

“managerial experience of the extent and complexity needed to control” the business, and not 

holding outside employment that prevents them from dedicating time and attention to control 

the management and daily business operations [13 CFR 128.203(b) and (i)]. An SDVOSB must 

apply to the SBA for this certification, and provide evidence to support that it meets the 

qualifications noted above. SDVOSBs must recertify with the SBA every 3 years [13 CFR 

128.306]. 

Exhibit 1.1  

Elements of a Certified SDVOSB Eligible to Contract with State Agencies in Colorado  

Source: Office of the State Auditor analysis of information from the U.S. Code and the Code of Federal Regulations, as well as 
websites for the U.S. Department of Veterans Affairs, U.S. Small Business Administration (SBA), and Colorado Secretary of Sta te. 
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By obtaining designation as a certified service-disabled veteran-owned small business, these 

businesses are able to seek federal sole source contracts and set-asides that are specifically for 

SDVOSBs. Set-asides are contracts that can only be awarded to specific categories of small 

businesses. An SDVOSB must have 2 years of government contracting experience, such as with a 

local or state government, in order to be eligible to bid on federal government contracts, which is 

one reason why contracts with the State are important to SDVOSBs. The federal government has an 

annual goal that requires federal agencies to award “not less than 5 percent of the total value of all 

prime contract and subcontract awards” to SDVOSBs [15 U.S.C. 644(g)(1)(A)(ii)].  

Seeking Contracts with the State 

All executive branch agencies and the Governor’s Office are subject to the Procurement Code; 

agencies not subject to the Procurement Code include those in the judicial and legislative branches, 

as well as 4-year institutions of higher education. In addition, some agencies, such as all community 

colleges within the Colorado Community College System, have opted to follow the Procurement 

Code even though they are not required to do so. Statute collectively refers to these departments 

and institutions of higher education as “state agencies” [Section 24-103-905(1)(b), C.R.S.]. 

The State Procurement Code vests “all rights, powers, duties, and authority relating to the 

procurement of supplies, services, and construction” for state government with the Department of 

Personnel & Administration (DPA) [Section 24-102-301, C.R.S.]. Within the Procurement Code, a 

contract is defined as “any type of state agreement, regardless of what it may be called, between a 

governmental body and a contractor, where the principal purpose is to acquire supplies, services, or 

construction or to dispose of supplies for the direct benefit of a governmental body” [Section 24-

101-301(9), C.R.S.]. Statute specifies a list of contract types that are exempt from the Procurement 

Code, such as grants; contracts between the State and local governments; professional  services such 

as architecture, engineering, and land surveying, as defined in Section 24-30-1402, C.R.S.; utilities; 

and works of art for display, purchase, or performance [Section 24-101-105(1)(a), C.R.S.].  

The Procurement Code allows the State’s Chief Procurement Officer, a statutory position within 

DPA’s Office of the State Controller, to delegate procurement responsibilities to each agency’s 

procurement official, who may sub-delegate purchasing authority to agency procurement staff at 

their discretion. As such, Colorado’s procurement system is decentralized, meaning that each 

department and institution of higher education has procurement staff who are responsible for 

soliciting bids for contracts and selecting vendors and awarding contracts, in accordance with the 

Procurement Code and State Fiscal Rules issued by the State Controller.  

As a result of the decentralized procurement system, all businesses that seek a contract with the 

State must take steps to find opportunities with the individual agencies by researching agency 

business needs and registering as a vendor in the State’s authorized solicitation platforms , as 

described below.  

Research state agency business needs. DPA recommends that businesses—including 

SDVOSBs—determine which state agencies are potential customers by researching the purchasing 



 
needs of each agency on the DPA website and agency websites. For example, DPA recommends 

that businesses research what goods and services agencies have purchased in the past, review agency 

plans and budgets, and view what state price agreements are in place, since these can be used by all 

agencies for commonly purchased goods and services. Agencies are generally required to solicit bids 

from interested businesses for contracts over $50,000; while purchases of up to $50,000 do not 

require competition.  
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Register as a vendor with the State. Typically, businesses that bid on state contracts over $50,000 

do so via solicitation platforms that agencies use to solicit bids from vendors. Businesses must 

register on these solicitation platforms, which for most agencies is Vendor Self Service (VSS),  the 

State’s official record of solicitations that is managed by DPA. To register on VSS, the business 

enters information about its industry or commodities, and can self-identify as an SDVOSB during 

the registration process. As of June 2025, there were more than 300,000 vendors registered in VSS 

and, of those, about 200 were SDVOSBs. While most agencies post solicitations to VSS, some 

agencies, such as the Department of Transportation, only post to BidNet Direct, and others post to 

both of these platforms. DPA also permits agencies to post solicitations on their websites.  

Overall, DPA provides information to businesses seeking contracts with the State, including 

SDVOSBs, and to agency procurement staff about how the decentralized state procurement system 

works. For example, this information is provided on DPA’s website, through webinars and 

presentations at conferences, and by providing training to staff. DPA has also created a “Supplier 

Diversity Directory” that businesses, including SDVOSBs, can register with to receive information 

about State procurement and that DPA provides to agency staff as a resource.  

Annual Progress Towards the SDVOSB Contracting Goal 

State agencies that are subject to the Procurement Code have discretion as to whether or not they 

contract with SDVOSBs in order to contribute to the State’s goal. According to statute, state 

agencies also have the discretion to apply a preference to an SDVOSB when awarding contracts 

subject to the Procurement Code; statute does not specify what the preference should be or how it 

should be applied [Section 24-103-905(2), C.R.S.].  

Section 24-103-905(4), C.R.S., charges DPA with reporting annually on “the state’s progress in 

satisfying the three percent goal” and requires DPA’s report to include the following data for the 

prior fiscal year:  

• The total number of contracts that the State as a whole, and each state agency subject to the 

Procurement Code, awarded to SDVOSBs; 

• The total dollar amount of contracts that the State as a whole, and each state agency subject to 

the Procurement Code, awarded to SDVOSBs; and 

• The percentage of all state contracts, by dollar amount, that the State as a whole, and each 

state agency subject to the Procurement Code awarded to SDVOSBs. 
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DPA is required to submit its annual report on the State’s progress towards the 3 percent SDVOSB 

contracting goal to the Department of Military and Veterans Affairs, members of the Colorado 

Board of Veterans Affairs, and members of the committees of reference with jurisdiction over state 

affairs and veterans affairs by September 30 of each year [Section 24-103-905(4), C.R.S.]. 

Audit Purpose, Scope, and Methodology 

We conducted this performance audit pursuant to Section 2-3-108, C.R.S., which requires the State 

Auditor to conduct a special audit requested by a member of the General Assembly or the 

Governor, when approved by a majority vote of the Legislative Audit Committee. The Legislative 

Audit Committee approved this audit in response to a legislative request  that expressed concerns 

regarding the State falling short of its 3 percent procurement goal for contracting with SDVOSBs 

and inquired what can be done to further the State’s progress going forward. Audit work was 

performed from August 2025 through May 2026. We appreciate the cooperation and assistance 

provided by DPA’s management and staff during this audit. 

We conducted this performance audit in accordance with generally accepted government auditing 

standards. Those standards require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 

audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings 

and conclusions based on our audit objectives. 

The audit’s key objectives were to assess the State’s processes for measuring progress and reporting 

on its SDVOSB contracting goal, along with soliciting SDVOSBs for contracting. The audit also 

reviewed how businesses become certified as an SDVOSB in Colorado.  

To accomplish our audit objectives, we performed the following audit work:  

• Reviewed relevant federal laws and regulations, state laws and rules, and DPA policies and 

procedures related to SDVOSBs and procurement, and researched the legislative history of 

Colorado’s SDVOSB contracting goal and procurement preference.  

• Interviewed DPA management and staff to understand how they compile their annual SDVOSB 

report and how they communicate the SDVOSB contracting goal and preference to state 

agencies, SDVOSBs, and other stakeholders. 

• Assessed DPA’s methodology for compiling the annual SDVOSB report, the accuracy of its 

calculations, and completeness of the data used for the Fiscal Years 2023 through 2025 reports.  

• Analyzed financial and vendor data from CORE for Fiscal Years 2023 through 2025.  

• Reviewed documentation from DPA related to the annual SDVOSB report distribution to 

entities required to receive the report, and outreach to agency procurement staff and SDVOSBs 

related to the SDVOSB goal and state procurement.  
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Spoke with and surveyed agency procurement officials to understand their perspectives and 

experiences, such as awareness of the SDVOSB contracting goal and procurement preference, 

and agency practices for using the preference. Specifically, we interviewed the procurement 

official for the Department of Military and Veterans Affairs; spoke with procurement officials 

from multiple state agencies during the November 2025 meeting of the Procurement Advisory 

Council, to which all state procurement officials belong; and received responses from 36 of the 

40 procurement officials we surveyed, across state agencies.  

• Interviewed and surveyed certified SDVOSBs located in Colorado to understand their 

perspectives of the SDVOSB goal and preference, and experiences contracting with state 

agencies. Specifically, we interviewed representatives from 6 SDVOSBs and received survey 

responses from 149 of the nearly 700 SDVOSBs that were located in Colorado and certified by 

the SBA as of November 2025.  

• Interviewed stakeholders, including members of the General Assembly, the Executive Director 

of the Department of Military and Veterans Affairs, the Chair of the Colorado Board of 

Veterans Affairs, and representatives from veteran and procurement stakeholder organizations, 

including the United Veterans Coalition, Paralyzed Veterans of America, and APEX Accelerator.  

• Reviewed the agendas of the House State, Civic, Military, and Veterans Affairs Committee and 

Senate State, Veterans, and Military Affairs Committee for January 2026 through May 2026, and 

the Department of Military and Veterans Affairs SMART Government Act presentations from 

2024, 2025, and 2026. 

• Analyzed SBA data on SDVOSBs in Colorado from August 2025, November 2025, and April 

2026. 

• Reviewed literature on SDVOSB goals and procurement practices used by the federal 

government and other states. 

• Reviewed information from the VA, SBA, and Colorado Secretary of State websites related to 

the processes for filing veteran disability claims, applying for SDVOSB certification, and 

registering a business in Colorado. 

As required by auditing standards, we planned our audit work to assess the effectiveness of those 

internal controls that were significant to our audit objectives. Details about the audit work 

supporting our policy considerations, finding, and conclusions, including any deficiencies in internal 

control that were significant to our audit objectives, are described in the remainder of this report.  

A draft of this report was reviewed by DPA. Obtaining the views of responsible officials is an 

important part of the Office of the State Auditor’s (OSA) commitment to ensuring that the report is 

accurate, complete, and objective. The OSA was solely responsible for determining whether and 

how to revise the report, if appropriate, based on DPA’s comments. The written responses to the 

recommendations and the related implementation dates were the sole responsibility of DPA.  
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Policy Considerations for a Path to Progress Towards the State 
SDVOSB Contracting Goal 

The State has not made progress towards its goal of awarding 3 percent of state government 

contracts to SDVOSBs since the reporting requirement began with the Fiscal Year 2015 report. The 

audit’s purpose was to seek an understanding of why the State has continued to fall short of meeting 

the 3 percent goal, and identify what can be done going forward to further the State’s progress.  

During the audit, we conducted work to understand the history of the State’s SDVOSB contracting 

goal by reviewing the legislative history of House Bill 14-1224, its fiscal note, and hearings 

surrounding the bill, as well as other legislation related to SDVOSBs introduced in subsequent years. 

We also collected information from all of the state entities involved in reaching the goal, including 

DPA; the departments and institutions of higher education subject to the State’s Procurement Code ; 

Department of Military and Veterans Affairs management; the chair of the Colorado Board of 

Veterans Affairs; Legislative Council staff; and the chairs of the House State, Civic, Military, and 

Veterans Affairs Committee and Senate State, Veterans, and Military Affairs Committee (House and 

Senate veterans affairs committees). To learn the perspectives of other stakeholders, we reached out 

to veteran and small business support organizations, including the United Veterans Coalition, 

Paralyzed Veterans of America, and Colorado APEX Accelerator (formerly known as Procurement 

Technical Assistance Centers), as well as to the nearly 700 SDVOSBs located in Colorado and 

certified by the SBA as of November 2025. We also assessed the information that DPA provides to 

SDVOSBs and agency procurement officials and staff regarding how the SDVOSB goal and 

preference could be incorporated into contracting processes developed by each state agency.  

In Finding 1, we make recommendations to DPA that, if implemented, will improve the information 

that DPA compiles and reports regarding the State’s progress towards the 3 percent SDVOSB 

contract goal. However, we also identified issues outside of DPA’s purview that indicate that the 

State will likely continue to face challenges with progressing towards the goal. We outline these 

issues and provide three policy considerations for the General Assembly’s consideration on the 

following pages. 

What policy issues did the audit work identify? 

Our work included assessing (1) how information on the State’s progress towards the SDVOSB goal 

is being used, (2) how state agencies understand and view their roles in contributing to progress 

towards the goal, and (3) whether a goal set at 3 percent appears achievable. We found barriers in 

each of these areas that we describe further in this section. 
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these metrics accurately.” The Chair told us that, overall, the Board is limited in its ability to do 

anything related to the SDVOSB goal beyond bringing the low performance to the attention of 

the Governor and General Assembly, and asking the Governor to encourage agencies to use the 

preference and to contract more with SDVOSBs. However, during the hearings to consider 

House Bill 14-1224, one of the bill sponsors stated that the Board was added as a report 

recipient, so it could “advocate and ensure that maximum procurement opportunities are 

granted to…small veteran businesses,” and supporters stated that they envisioned the Board 

working with veteran organizations like the United Veterans Coalition to educate veterans about 

the State’s goal.  

Additionally, although the Chair stated that they are unable to do more than bring the low 

SDVOSB goal performance to the attention of the Governor and lawmakers, the Board’s statute 

requires it to “study periodically the problems of veterans and…propose such program or 

statutory changes as it may deem advisable or necessary” and to “report on the status of all 

programs providing services to the state’s veterans, including but not limited to any 

recommendations for changes to policies, procedures, or law” to the Governor and House and 

Senate veterans affairs committees [Section 28-5-703, C.R.S.]. In a 2022 Veterans Services audit 

conducted by the OSA, we included recommendations to the Board related to this statute in 

order to improve its governance over veterans services, including using the information from its 

annual report to identify recommended changes in policy, procedure, or law, and bringing 

recommended policy changes identified to the attention of the Division of Veterans Affairs 

within the DMVA and/or the General Assembly, as needed. The Board agreed with these 

recommendations, and reported them as implemented, but it appears the Board could do 

more to help the State make progress towards the SDVOSB goal. 

• Legislative Council staff for the House and Senate veterans affairs committees also indicated 

that they did not receive reports in any years other than 2015, 2016, and 2025, although DPA 

provided documentation to show that it had sent the reports to the committee chairs in Fiscal 

Years 2023 through 2025. Legislative Council staff posted the Fiscal Year 2025 report to the 

General Assembly’s online report database after they received it, and indicated it would be 

emailed to members of the House and Senate veterans affairs committees in November 2025. 

We reviewed the agendas of those committee hearings since then and it appears that, as of May 

2026, neither committee had discussed DPA’s 2025 SDVOSB report. Additionally, the Chair of 

the Senate veterans affairs committee stated in December 2025 that they did not recall any 

discussion of the SDVOSB goal or report during their tenure on the committee. Legislative 

Council staff noted, however, that the report may no longer be required, citing Section 24-1-

136(11)(a)(I), C.R.S., which states that “whenever any report is required to be made to the 

general assembly by an executive agency…on a periodic basis, the requirement for such report 

shall expire on the day after the third anniversary of the date.” We discussed this perspective 

with DPA during the audit and DPA stated that, going forward, it would no longer submit 

the report to the legislative committees, but rather would only continue to submit it to 

the DMVA and the Board.        
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The agencies that did not provide a preference between Fiscal Years 2023 and 2025 cited reasons 

such as that they do not have a process in place to consider a preference, or that few or no 

SDVOSBs submit bids for projects. The DMVA procurement official noted that they do not have a 

lot of large projects and typically receive a lot of bids from SDVOSBs and other veteran-owned 

businesses, so it does not make sense to use the SDVOSB preference.  

Additionally, 3 of the 36 procurement officials indicated that they have concerns about providing a 

preference to an SDVOSB or simply do not use any preference due to budget constraints and a 

need to go with the lowest bidder. For example, providing a preference is perceived as paying more 

to the SDVOSB, while State Fiscal Rule 2-1 requires them to procure goods and services at “fair and 

reasonable” prices. One procurement official wrote in the survey that “Awarding a contract just to 

meet a goal may not be the most advantageous to the state. We encourage everyone to respond to 

our solicitations, without preferences.”  

Overall, the responses we received from most procurement officials indicated that their 

agencies want to support the State’s SDVOSB goal, but in order to do so they need more 

information and tools. For example, 4 procurement officials expressed a desire for training to help 

them understand how their agencies can contract with more SDVOSBs while still meeting the 

specific and diverse missions and needs of their agencies. One procurement official who i s a veteran 

and whose agency does not have a process in place to provide a preference or document when 

SDVOSBs respond to solicitations, stated that they would like to receive training and information 

on how to implement a process to support the SDVOSB goal. Another 8 procurement officials 

suggested that the State develop an easily accessible database of SDVOSBs in Colorado, while one 

procurement official asked for “clearer statewide tools and guidance” to help them navigate finding 

SDVOSBs in their industries while still meeting the state and federal requirements to which their 

programs are subject.  

DPA indicated that it provides, on an ongoing basis, the training, information, and tools described 

by the agency procurement staff—including the Supplier Diversity Directory that serves as a 

database staff can use to identify SDVOSBs, and other businesses, such as historically underutilized 

businesses and others considered diverse. However, based on the responses of some procurement 

officials, additional training and information specifically related to SDVOSBs may still be needed.  

DPA also indicated there are challenges in its authority to provide further information or tools to 

agencies about the goal because it is up to each agency and procurement staff to decide whether to 

contract with an SDVOSB. DPA noted that it can provide information to agencies to inform them 

that the goal exists, and that agencies “may grant a preference” for SDVOSBs to satisfy the goal 

[Section 24-103-905(2), C.R.S.], but their ability to instruct agencies any further to contract with 

SDVOSBs is restricted. Statute does not establish the SDVOSB contracting goal as a priority for 

DPA, as we discuss later in the finding. The only requirement of DPA included in House Bill 14-

1224 was that DPA report annually on the State’s progress towards the goal; outreach to agency 

procurement staff and SDVOSBs was something that DPA began doing on its own. However, the 

fiscal note for House Bill 14-1224, which established the SDVOSB goal, indicates the General 

Assembly’s intent that DPA would provide such instruction to agencies. Specifically, the fiscal note 
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have received a contract of $552,000 or more. The average dollar amount of all contracts awarded 

by agencies in Fiscal Year 2025 was about $221,000, and the average dollar amount of contracts 

awarded to SDVOSBs was $274,000.  

We also conducted an analysis to compare the industries that the SDVOSBs are in, against the 

goods and services that state agencies purchased in Fiscal Years 2023 through 2025. We conducted 

the comparison by matching the commodity codes that State procurement staff use in CORE to 

identify and categorize purchases, to industry codes that SDVOSBs identify during their certification 

with the SBA. As shown in Exhibit 1.3, we found that about 500 SDVOSBs located in Colorado 

appear to be in the 10 industries that account for more than 75 percent of the State’s contracts. 

Further data analyses could help the State more effectively reach SDVOSBs in these industries or be 

used to provide other opportunities to purchase more goods and services from SDVOSBs in order 

to make progress towards the SDVOSB goal. 
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