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The government's ligt of small businesses recaiving
Katrina-related federa contracts dong the Gulf Coast
includes one of the largest debris-removal firmsin the
country and abillion-dollar corporation that boasts . -
former vice president Dan Quayle on its board of -4
directors. ' —
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Neither company isasmal business by any conventiond
standard. But because of aloophole in federd regulations, a company can be counted as one if it was once
smdl even if itisnot now, raising questions about the Satitics the government has been citing to defend itsdlf
from charges that it has favored big companies in the massive Hurricane Katrina cleanup.

The two companies, AshBritt Inc. and |AP Worldwide Services Inc., have between them Army Corps of
Engineers contracts worth hundreds of millions of dollars in Gulf Coast recovery work. Because both firms
were smal when they won their first contracts, the Corps of Engineers said it still considers work performed
under those dedls as work by small businesses.

The problem isnot anew one. A study last year for the Smadl Business Adminigtration found $2 billion worth
of contracts awarded in fiscal 2002 that were listed as going to small businesses that were not redly smal. A
Government Accountability Office review in 2003 found $460 million worth of small-business awvardsto five
largefirmsin fisca 2001

"Thisisnot an occasiona occurrence. Thisis a problem they've had for quite some time. And they seem
ether unwilling or unable to correct it," said Steven Sims, vice president of the Nationd Minority Supplier
Deveopment Council, a trade group.

Since Katrinagtruck at the end of Augug, the Bush adminigtration has been roundly criticized for doling out
lucrative, no-bid contracts for recovery work to large corporations that lack ties to the three states hit hardest
by the sorm. Loca, smal and minority-owned firms have been particularly voca in arguing thet they have
been unfairly passed over for work. Gulf Coast lawmakers from both parties have said the recongtruction will
fizzle unless more of the money getsto the smal firms that make up a disproportionately large share of the
loca economy.

A particular target of the small-business groups and members of Congress has been the SBA, which sets and
enforces the standards for how companies are classfied based on factors such as revenue or number of
workers. The agency has been considering a new rule to close the loophole since 2003.

"We recognize that we need make changes to have more accurate reporting on smal-business contracting,”
sad Gary M. Jackson, assistant adminigtrator for Sze standards at the SBA, who said a change may bein
place by the end of the year.
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David E. Cooper, a contracting specidist at the GAO, said the problem has been compounded in recent
years by athinning of the federa acquisition workforce that has led many agenciesto award afew giant
long-term contracts rather than many smdler deds that run for lesstime. The government is supposed to
devote 23 percent of its contract awards to smal businesses, but if an agency is dready meseting that god
with exigting contracts, it has little incentive to award new ones. However, the firms holding those contracts
may no longer be small.

"The contracts have grown to such a magnitude that if you can get one, you're assured work for many years
to come. But that locks alot of small businesses out,” Cooper said.

In response to criticiam of the contracts it awarded after Katring, the Federd Emergency Management
Agency last week announced it would set asde for smdl, disadvantaged firms some of the work that hed
earlier been given to four massive corporations without competition. The agency says 60 percent of the $2.3
billion in contracts aready awarded has gone to small businesses.

The Army Corps of Engineers, meanwhile, reports that about half of the $637 million it has spent on
contractors so far has gone to smal businesses -- $349 million.

But those figures include firms that are hardly small.

FEMA's smdl-business figures, for ingtance, include a contract worth nearly $1 million with Corporate
Express Inc., an office-supplies company with more than 10,000 employees. A company spokesman said a
division of the firm had accidentaly entered incorrect employment and revenue figures in a government
database, reaulting inits"smdl” desgnation.

Department of Homeland Security spokesman Larry Orluskie said another reason why large companies
occasondly end up listed as smdl is that a big firm can be congdered smdl if it is doing work in afidd where
itisnot amgor player.

Orluskie sad that the department rdlies on the SBA's definitions of smal businesses and that those definitions
vary from industry to indudtry. "Even if it looks like a huge company, depending on the commodity, the
definition of asmdl business changes" Orluskie said.

That does not st well with those who argue that companies that truly need the help are getting left out and
that alowing other firmsto be both large and small a once contributes to the problem. "We're not talking
mom and pops any more,” said Rep. Bennie Thompson (D-Miss)), the ranking member on the House
Homedand Security Committee. "This mgor loopholeisredly hurting smdl, locad businesses devastated by
Hurricane Katrina."

Democrats on the House Smdl Business Committee are set to release a scorecard today that gives the
government a"D" for its efforts in contracting with small firms. "While the trend for federal buying ison the
rise" the report says, "opportunities for this nation's smal businesses only continue to decline.”

In the case of pre-existing Army Corps of Engineers contracts under which IAP and AshBritt have done
Katrinareated work, both companies "were consdered smal business firms at the time of these awards,”
the Corps of Engineers said in a written statement.
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AghBritt -- which until last week listed itself in government databases as a minority-owned, woman-owned
firm even though the company is run by awhite man -- won a $500 million debris-remova contract with the
Corps of Engineers after Katrina. For that work, it islisted as alarge contractor. But it is fill consdered
small for work under a 2003 deal worth up to $150 million. The Pompano Beach, Fla.-based, privatdly held
firm had well over $150 million in revenue last year and will earn far more than that this year, according to
Randa R. Perkins, who said he runs the firm.

Perkins said hisfirm's growth in recent years has been explosive, asit filled aniche that was being ignored by
other, larger firms. "Last time | checked, that was the American way,” he said. "That's what this country's dl
about."

Perkinsislisted as AshBritt's managing vice president on the company's Web site. His wife, a Cuban
American named Saly, islisted in Sate records as the company's president. In the federdly run Centrd
Contractor Registration database -- which is used by smal and minority-run firms to market themsdlves --
AdhBritt was listed as minority-owned, woman-owned and Hispanic-American-owned as of last week. The
government has gods for the percentage of contracts it awards to firms run by women and minorities.

But when Saily Perkins gave $25,000 to the Republican National Committee and $2,000 to a congressiona
campaign in 2004, she listed her occupation as homemaker.

In an interview, Randa Perkins said that while his wife used to be the firm's presdent, he has taken over that
title, though he would not say when. He said that continuing to lig the firm as minority-owned and
woman-owned was a clericad mistake. After inquiries from a reporter, the information was changed on Friday
night to reflect the fact that Saily Perkinsis no longer president.

Randd Perkins said that his company never applied to be formaly certified as asmall, disadvantaged
business and that AshBritt never recelved preferentid treatment on contracts because hiswifeislisted as
president. An Army Corps of Engineers spokesman aso said the company's ownership status had not been a
factor in the agency's decison to award AshBritt its contracts.

AP won athree-year smd|-business set-aside contract with the Corps of Engineersin 2003 to supply icein
the event of adisagter. It was the only bidder.

AP, which is based in Cape Canaverd, Fla,, has more than $1 hillion a year in revenue and more than 5,000
employees around the world, according to the company's Web site. It is owned by Cerberus Capita
Management LP, a private asset management firm.

Thefirm has grown exponentialy in recent yearsin part because of contracts in Afghanistan and Irag. It
recently recruited high-ranking Haliburton Co. officid Al Neffgen to be its chief executive. Quayleis aboard
member.

The company said its growth reflects the success of palicies that favor small businesses.

"The point of the Smal Business program isto assst smdler companies so that they grow into larger
companies,” the company said in a statement, "as was the case with IAP."

Saff researcher Richard Drezen contributed to this report.
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