SUBCONTRACT FLOWDOWN REFORM

VEVRAA Flowdown to Software Subs, Consultants, and Small Tech Partners Creates Impossible Compliance
Cascade
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. THE FLOWDOWN MULTIPLIER PROBLEM

VEVRAA requires federal contractors to include VEVRAA clauses in subcontracts of $200,000 or more. For a prime
contractor like Obelisk delivering cybersecurity platforms, 'subcontractors' in a modern defense technology context
include: commercial software vendors (API licenses), cloud infrastructure providers (AWS, Azure, GCP),
specialized Al model providers, cybersecurity tool vendors, and research institution partners. The VEVRAA
flowdown obligation — flowing down to any subcontractor receiving $200,000+ — creates compliance obligations
for entities that may have no federal contracting history, no VEVRAA awareness, and no HR infrastructure.

The OMB estimate does not include any burden for flowdown management — the time and cost Obelisk must
spend to: identify which subcontractors cross the $200,000 threshold; provide them with VEVRAA clause language;
document their compliance; and monitor their performance. For Obelisk's projected contract structure,
subcontractor VEVRAA flowdown management will add 10—20 hours per contract per year to the prime contractor's
burden — with no corresponding entry in the 48.18-hour estimate.

Il. DEMANDED FLOWDOWN REFORMS

+ Raise the VEVRAA flowdown threshold from $200,000 to $1,000,000 for subcontracts with commercial software
vendors, cloud infrastructure providers, and technology platform companies — entities that are already subject to
comprehensive federal employment law through their own business operations.

+ Exempt from VEVRAA flowdown any subcontract for COTS software, SaaS subscriptions, API access, or cloud
infrastructure services — these are commercial transactions, not employment relationships subject to affirmative
action obligations.

+ Create a simplified VEVRAA flowdown certification for small technology subcontractors (under 50 employees): a
one-page certification that the subcontractor does not discriminate against protected veterans, replacing the full
clause flowdown obligation.

* Require OFCCP to publish a revised VEVRAA flowdown guide specifically addressing defense technology prime
contractor supply chains — covering open-source software vendors, Al model providers, and cloud infrastructure
subcontractors.

lll. NATIONAL SECURITY CONTEXT



For contracts involving submarine systems, aerial drone platforms, and other national security-sensitive defense
technology (Obelisk's core market areas), VEVRAA flowdown to technology subcontractors creates a perverse
incentive: prime contractors avoid awarding subcontracts above $200,000 to small specialist technology vendors to
avoid triggering VEVRAA obligations — instead consolidating work with large prime-tier vendors who already have
VEVRAA infrastructure. This subcontract consolidation trend reduces the diversity and innovation depth of the
defense technology supply chain. OFCCP's flowdown threshold is inadvertently harming the very small veteran-
owned technology companies it is trying to help.
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