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May 25, 2022 

Ms. Linda Neilson 

Director, Defense Acquisition Regulations System 

Sent via Email: osd.dfars@mail.mil 

SUBJECT: Early Engagement Opportunity - Input regarding the National Defense 

Authorization Act (NDAA) for Fiscal Year (FY) 2022 

 

Dear Ms. Neilson: 

Highlight Technologies, Inc. (“Highlight”), an ESOP-owned federal contractor, appreciates the 

opportunity to offer our comments regarding “SEC. 874. PILOT PROGRAM TO INCENTIVIZE 

CONTRACTING WITH EMPLOYEE-OWNED BUSINESSES.” We are excited about this 

program, which we believe will benefit employee owners through job stability and wealth 

creation, and DoD customers, through continuity of support services from experienced and 

dedicated teams of employee owners.  

Highlight is currently a partially ESOP-owned company, with customers including Army, Navy, Air 

Force, Coast Guard, SBA, USAID, HHS, DHS, and the Intelligence Community. This Pilot 

Program is one of the main reasons we are planning to become a 100% ESOP-owned company.  

The ESOP offers our employees added financial security in retirement, which supports a culture 

of long-term commitment, ownership, and loyalty. The ESOP benefits our DoD customers by 

helping us deliver a workforce of top talent in this competitive environment. This Pilot Program 

further supports our ability to deliver a dedicated team of employees who are committed to the 

success of our clients’ missions. 

Beyond this Pilot Program, ESOPs are a beneficial business model for our society. According to 

studies shared by the Employee Ownership Foundation1: 

• ESOPs help to reduce the wealth inequality gap. Employee owners earning low and 

moderate incomes have nearly 10 times the savings of the typical median American 

household.  

• Per a nationwide survey, 72 percent of people would prefer to work for a company owned 

by the employees.  

• Turnover at employee-owned companies is three times lower than at conventionally 

owned businesses. 

 
1 Source: https://employeeownershipfoundation.org/foundation-research 
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• ESOP employees have significantly more organizational citizenship behaviors than 

employees not working in ESOP companies. This is a measurement of how willing each 

worker is willing to go above and beyond his or her job to help fellow employees. 

 

Below are our comments: 

1. Outreach and education to acquisition community. SEC. 874 (b) (1) In establishing the pilot 

program, we offer our experience that contracting officers tend to be conscientious and risk-

averse in acquisitions, as stewards of taxpayer dollars. To help both the acquisition community 

and ESOP-Owned companies who hope to use this pilot program, we suggest creating an 

outreach and education program with resources such as flyers, web pages, and email address 

and phone numbers that contracting officers could refer to.  

 

2. Allow participation of companies acquired by ESOPs. SEC. 874 (b) (2) Is it the 

government’s intent that a company’s follow-on contract could be awarded through other than 

competitive procedures if the company is acquired by a 100% ESOP-owned company prior to 

their recompete? This would also apply to companies who were not ESOP at original award, but 

transition to ESOP prior to a recompete. We would request that be clarified in the rules and 

implementation guidance. It would be our hope that this method of conversion to an ESOP is 

explicitly contemplated and allowed – this would likely increase the number of businesses that 

become ESOP-owned in order to benefit from the pilot program (per SEC. 874 (f) (2) (C and 

D)). 

 

3. Provide a path for more than one contract. SEC. 874 (b) (3) The limitation to have a “single 

opportunity for award of a sole-source follow-on contract under this section, unless a senior 

contracting official approves a waiver” limits the potential benefit to companies. If an intent of 

this program is to encourage companies to convert to being employee owned, a company will 

not choose to become an ESOP-owned company for just one contract. We suggest describing 

the waiver process and providing sample language for Contracting Officers, to provide a path 

and guidance for how additional awards could be allowed. If the program goes beyond the pilot 

program, perhaps the government would consider allowing up to three awards without requiring 

a waiver. 

 

4. Self-attestation in contract and eventual update to SAM. SEC. 874 (c) (1) Regarding “the 

Secretary of Defense shall establish procedures for businesses to verify status as a qualified 

businesses wholly-owned through an Employee Stock Ownership Plan for the purposes of this 

section by using existing Federal reporting mechanisms.” In the short term, this could be a self-

attestation added as a standard contract clause in DoD contracts. In the longer term, an update 

to SAM could be made where contractors attest their ownership status as a 100% ESOP-owned 

company.  
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5. Use of Limitation on Subcontracting clause. SEC. 874 (c) (2) Regarding “the Secretary of 

Defense shall establish procedures for businesses to certify that not more than 50 percent of the 

amount paid under the contract will be expended on subcontracts.” This could be accomplished 

by requiring contracting officers to include the existing “Limitations on Subcontracting” clause. 

To be consistent with the current regulations, it could allow for subcontracting to “sim ilarly 

situated” entities (i.e., other ESOP-owned companies) to not count against the limitation on 

subcontracting. 

 

6. Expansion beyond DoD. Finally, while outside of the scope of the NDAA, we would be 

interested in seeing this program expand to federal civilian agencies in addition to the 

Department of Defense. It could achieve similar overall goals, such as supporting “Main Street” 

economic prosperity, keeping goods and services local and American-made, and increasing the 

overall value of goods and services provided to the federal government. 

 

Highlight appreciates the opportunity to offer our input as part of your process, and we 

appreciate your time and effort in reviewing comments from industry and the public. 

Sincerely, 

 

Rebecca Andino 

CEO, Highlight  

Email: randino@highlighttech.com 

Phone: 202.271.0469 

mailto:randino@highlighttech.com

