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sent to the contractor and any affiliates in-
volved, in compliance with FAR 9.406–3(e)
and 9.407–3(d)(4).

[59 FR 27700, May 27, 1994]

APPENDIX I—POLICY AND PROCEDURES
FOR THE DOD PILOT MENTOR-PRO-
TEGE PROGRAM

Sec.
I–100 Purpose.
I–101 Definitions.

I–101.1 Emerging SDB concern.
I–101.2 Historically black college or uni-

versity.
I–101.3 Minority institution of higher edu-

cation.
I–102 General procedures.
I–103 Program duration.
I–104 Eligibility requirements for a protege

firm.
I–105 Selection of protege firms.
I–106 Approval process for companies to

participate in the Program as mentor
firms.

I–107 Mentor-protege agreements.
I–108 Reimbursement procedures.
I–109 Credit for unreimbursed develop-

mental assistance costs.
I–110 Advance agreements on the treatment

of developmental assistance costs.
I–111 Reporting requirements and program

reviews.
AUTHORITY; 41 U.S.C. 421 and 48 CFR chap-

ter 1.

I–100 Purpose.
(a) Appendix I to 48 CFR chapter 2 imple-

ments the Pilot Mentor-Protege Program
(hereinafter referred to as the ‘‘Program’’)
established under section 831 of Pub. L. 101–
510, The National Defense Authorization Act
for Fiscal Year 1991, as amended. The pur-
pose of the Program is to—

(1) Provide incentives to major DoD con-
tractors, performing under at least one ac-
tive approved subcontracting plan nego-
tiated with DoD or other Federal agencies,
to assist small disadvantaged businesses
(SDBs) in enhancing their capabilities to
satisfy DoD and other contract and sub-
contract requirements;

(2) Increase the overall participation of
SDBs as subcontractors and suppliers and
DoD contracts, other Federal agency con-
tracts and commercial contracts and;

(3) Foster the establishment of long term
business relationships between SDBs and
such contractors.

(b) Under the Program, eligible companies
approved as mentor firms will enter into
mentor-protege agreements with eligible
SDBs as protege firms to provide appropriate
developmental assistance to enhance the ca-
pabilities of SDBs to perform as subcontrac-
tors and suppliers. According to the law, the

DoD may provide the mentor firm with ei-
ther cost reimbursement, credit against SDB
subcontracting goals established under con-
tracts with DoD or other Federal agencies,
or a combination of credit and reimburse-
ment.

(c) DoD will measure the overall success of
the Program by the extent to which the Pro-
gram results in—

(1) An increase in the dollar value of sub-
contracts awarded to SDBs by mentor firms
under DoD contracts;

(2) An increase in the dollar value of con-
tract and subcontract awards to protege
firms (under DoD contracts, contracts
awarded by other Federal agencies and under
commercial contracts) since the date of their
entry into the Program;

(3) An increase in the number and dollar
value of subcontracts awarded to a protege
firm (or former protege firm) by its mentor
firm (or former mentor firm);

(4) An improvement in the participation of
SDBs in DoD, other Federal agencies, and
commercial contracting opportunities that
can be attributed to the development of
SDBs as protege firms under the Program;

(5) An increase in subcontracting with SDB
concerns in industry categories where SDBs
have not traditionally participated within
the mentor firm’s vendor base;

(6) The involvement of emerging SDBs in
the Program;

(7) An expanded relationship between men-
tor firms and protege firms to include non-
DoD programs; and

(8) The development of protege firms that
are competitive as subcontractors and sup-
pliers to DoD or in other Federal agencies or
commercial markets.

(d) This policy sets forth the procedures for
participation in the Program applicable to
companies that are interested in receiving—

(1) A separate contract, cooperative agree-
ment, or other agreement entered into be-
tween DoD and the mentor firm—company is
interested in reimbursement through a sepa-
rate contract, cooperative agreement or
other agreement with DoD or, a combination
of reimbursement through such agreement
with DoD and credit against SDB sub-
contract goals for any unreimbursed costs
incurred under the Program.

(2) Program Manager funded reimburse-
ment—company has identified a DoD pro-
gram manager willing to fund the Program
and the company is interested in reimburse-
ment for technical assistance costs to a pro-
tege firm(s) through a separately priced cost
reimbursement contract line item added to a
DoD contract, with credit against SDB sub-
contracting goals for any unreimbursed
costs.

(3) Indirect reimbursement and credit—
company is interested in receiving reim-
bursement for indirect costs incurred under
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the Program as well as credit against SDB
subcontract goals for these indirect costs.

(4) Credit only—company is interested in
receiving credit only against SDB subcon-
tracting goals for costs incurred under the
Program.

I–101 Definitions.
I–101.1 Emerging SDB concern.

A small disadvantaged business whose size
is no greater than 50 percent of the numer-
ical size standard applicable to the standard
industrial code for the supplies or services
which the protege firm provides or would
provide to the mentor firm.

I–101.2 Historically black college or univer-
sity.

An institution determined by the Sec-
retary of Education to meet the require-
ments of 34 CFR 608.2. The term also means
any nonprofit research institution that was
an integral part of such a college or univer-
sity before November 14, 1986.

I–101.3 Minority institution of higher edu-
cation.

An institution meeting the requirements
of Section 1046(3) of the Higher Education
Act of 1965 (20 U.S.C. 1135d–5(3). The term
also includes Hispanic-serving institutions
as defined in Section 316(b)(1) of such Act (20
U.S.C. 1059c(b)(1)).

I–102 General procedures.
(a) At any time between October 1, 1991,

and September 30, 1999, companies interested
in becoming mentor firms that want to take
credit only for costs incurred for providing
developmental assistance to one or more pro-
tege firms, or receive credit and reimburse-
ment of indirect costs incurred under the
Program, must apply to the DoD for partici-
pation in the Program pursuant to the appli-
cation process set forth at I–106(a).

(b) At any time between October 1, 1991,
and September 30, 1999, companies interested
in becoming mentor firms that are able to
identify funding from a DoD contract pro-
gram manager(s) to provide developmental
assistance to one or more protege firms must
apply to the DoD for participation in the
Program, pursuant to the application proc-
ess set forth at I–106(d).

(c) Once funding is made available by DoD,
companies that are interested in becoming
mentor firms that want to receive reim-
bursement only or a combination of reim-
bursement and credit for providing develop-
mental assistance to one or more protege
firms by either a separate contract, coopera-
tive agreement or other agreement awarded
for that purpose, will be solicited for partici-
pation in the Program through a program so-
licitation. The Program solicitation will be
issued by DoD and will contain, among other
things, the statement of work and the eval-

uation factors upon which award will be
based. Companies seeking reimbursement
only, or a combination of reimbursement and
credit, must respond to the solicitation and
will be evaluated on the quality of the pro-
posed developmental assistance program for
each protege, in accordance with the evalua-
tion factors contained in the solicitation.
Awards will be made by DoD to approved
mentor firms, to provide the proposed devel-
opmental assistance to one or more identi-
fied protege firms.

I–103 Program duration.
Activities under the Program may only

occur during the following periods:
(a) From October 1, 1991, until September

30, 1999, companies may apply for participa-
tion in the Program as mentor firms pursu-
ant to I–102, General Procedures, and once
approved, may enter into mentor-protege
agreements, pursuant to I–107, Mentor-Pro-
tege Agreements.

(b) From October 1, 1991, until September
30, 2000, a mentor firm’s costs of providing
developmental assistance to its protege firm
may be reimbursed only if—

(1) Such costs are incurred after either a
separate contact, cooperative agreement, or
other agreement is entered into between
DoD and the mentor firm;

(2) The funding for such costs have been
identified by a DoD program manager and
such costs are incurred pursuant to the exe-
cution of a separately priced contract line
item added to a DoD contract(s); to

(3) Such costs are included in indirect ex-
pense pools.

(c) From October 1, 1991, until September
30, 2000, mentor firms may receive credit to-
ward the attainment of such firm’s goals for
subcontract awards to SDBs for unreim-
bursed costs incurred in providing develop-
mental assistance to its protege firms, only
if such costs are incurred pursuant to an ap-
proved mentor-protege agreement.

I–104 Eligibility requirements for a prote
´
ge

´

firm.
(a) An entity may qualify as a prote

´
ge

´
firm

if it is—
(1) An SDB concern as defined at 219.001,

paragraph (1) of the definition of ‘‘small dis-
advantaged business concern,’’ which is—

(i) Eligible for the award of Federal con-
tracts; and

(ii) A small business according to the SBA
size standard for the Standard Industrial
Classification (SIC) code that represents the
contemplated supplies or services to be pro-
vided by the prote

´
ge

´
firm to the mentor

firm; or
(2) A qualified organization employing the

severely disabled as defined in Pub. L. 102–
172, section 8064A.
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(b) A prote
´
ge

´
firm may self-certify to a

mentor firm that it meets the eligibility re-
quirements in paragraph (a) (1) or (2) of this
section. Mentor firms may rely in good faith
on a written representation that the entity
meets the requirements of paragraph (a) (1)
or (2) of this section, except for a prote

´
ge

´
’s

status as a small disadvantaged business
concern (see FAR 19.703(b)).

(c) A prote
´
ge

´
firm may have only one ac-

tive mentor-prote
´
ge

´
agreement.

I–105 Selection of protege firms.
(a) Mentor firms will be solely responsible

for selecting protege firms. Mentor firms are
encouraged to identify and select protege
firms that are defined as emerging SDB con-
cerns.

(b) The selection of protege firms by men-
tor firms may not be protested, except as in
I–105(c).

(c) In the event of a protest regarding the
size or disadvantaged status of an entity se-
lected to be a protege firm as defined in ei-
ther paragraph I–104(a)(1) or (2), the mentor
firm shall refer the protest to the Small
Business Administration (SBA) to resolve in
accordance with 13 CFR part 121 (with re-
spect to size) or 13 CFR part 124 (with respect
to disadvantaged status).

(d) For purposes of the Small Business Act,
no determination of affiliation or control (ei-
ther direct or indirect) may be found be-
tween a protege firm and its mentor firm on
the basis that the mentor firm has agreed to
furnish (or has furnished) to its protege firm
pursuant to a mentor-protege agreement any
form of developmental assistance described
in paragraph I–107(f).

(e) If at any time pursuant to paragraph I–
105(c), the protege firm is determined by the
SBA not to be a small disadvantaged busi-
ness concern, assistance furnished such busi-
ness concern by the mentor firm after the
date of the determination, may not be con-
sidered assistance furnished under the pro-
gram.

I–106 Approval process for companies to
participate in the Program as mentor
firms.

(a) On or after October 1, 1991, a company
that is interested in becoming a mentor firm
that is seeking credit only against SDB sub-
contracting goals for costs incurred under
the Program, or reimbursement of develop-
mental assistance costs via inclusion of pro-
gram costs in indirect expense pools and
credit for such costs, must submit a request
to the DoD, DUSD(I&CP)SADBU to be ap-
proved as a mentor firm under the Program.
The request will be evaluated on the extent
to which the company’s proposal addresses
the items listed in paragraphs (b) and (c) of
this section. To the maximum extent pos-
sible, the request should be limited to not
more than 10 pages, single spaced. A com-

pany may identify more than one protege in
its request for approval under the Program.
The information required in paragraphs I–
106(b) and (c) must be submitted to be con-
sidered for approval as a mentor firm, and
may cover one or more proposed mentor-pro-
tege relationships.

(b) A company must indicate whether it is
interested in participating in the Program
pursuant to paragraph I–100(d), (2), (3), or (4),
and submit the following information:

(1) A statement that the company is cur-
rently performing under at least one active
approved subcontracting plan negotiated
with DoD or another Federal agency pursu-
ant to FAR 19.702, and that the company is
currently eligible for the award of Federal
contracts.

(2) The number of proposed mentor-protege
relationships covered by the request for ap-
proval as a mentor firm.

(3) A summary of the company’s historical
and recent activities and accomplishments
under their SDB program.

(4) The total dollar amount of DoD con-
tracts and subcontracts received by the com-
pany during the two preceding fiscal years
(show prime contracts and subcontracts sep-
arately per year).

(5) The total dollar amount of all other fed-
eral agency contracts and subcontracts re-
ceived by the company during the two pre-
ceding fiscal years (show prime contracts
and subcontracts separately per year).

(6) The total dollar amount of subcontracts
awarded by the company under DoD con-
tracts during the two preceding fiscal years.

(7) The total dollar amount of subcontracts
awarded by the company under all other
Federal agency contracts during the two pre-
ceding fiscal years.

(8) The total dollar amount and percentage
of subcontract awards made to all SDB firms
under DoD contracts and other Federal agen-
cy contracts during the two preceding fiscal
years (show DoD separately). If presently re-
quired to submit a SF 295, provide copies of
the two preceding years end reports.

(9) The number and total dollar amount of
subcontract awards made to the identified
protege firm(s) during the two preceding fis-
cal years (if any). Show DoD subcontract
awards and other Federal agency sub-
contract awards separately.

(c) In addition to the information required
in paragraph I–106(b), companies must sub-
mit the following information for each pro-
posed mentor-protege relationship:

(1) Information on the company’s ability to
provide developmental assistance to the
identified protege firm and how that assist-
ance will potentially increase subcon-
tracting opportunities in industry categories
where SDBs are not dominant in the com-
pany’s vendor base.

(2) A letter of intent indicating that both
the mentor firm and the protege firm will
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negotiate a mentor-protege agreement. The
letter of intent must be signed by both par-
ties and contain the following information:

(i) The name, address, and telephone num-
ber of both parties.

(ii) The protege firm’s business classifica-
tion, based upon the SIC code(s) which rep-
resents the contemplated supplies or services
to be provided by the protege firm to the
mentor firm.

(iii) A statement that the protege firm
meets the eligibility criteria in either para-
graph I–104(a)(1), (2) or (3).

(iv) A preliminary assessment of the devel-
opmental needs of the protege firm and the
proposed developmental assistance the men-
tor firm envisions providing the protege firm
to address those needs and enhance the pro-
tege firm’s ability to perform successfully
under contracts or subcontracts with DoD,
other federal agencies and commercial con-
tracts.

(v) An estimate of the dollar amount and
type of subcontracts that will be awarded by
the mentor firm to the protege firm, and the
period of time over which they will be award-
ed.

(vi) Information as to whether the protege
firm’s development will be concentrated on a
single major system, a service or supply pro-
gram, research and development programs,
initial production, mature systems, or in the
mentor firm’s overall contract base.

(3) An estimate of the cost of the develop-
mental assistance program and the period of
time over which the assistance will be pro-
vided.

(d) A company that has identified Program
funds to be made available through a DoD
program manager must provide: the informa-
tion in paragraphs I–106(b) and (c) to the ap-
propriate program manager and to the
DUSD(I&CP)SADBU, with a letter signed by
the appropriate program manager indicating
the amount of funding that has been identi-
fied for the developmental assistance pro-
gram.

(e) Companies seeking credit only for the
cost of developmental assistance, reimburse-
ment of program costs via their inclusion in
indirect expense pools and credit for such
costs, or reimbursement with funds made
available by a DoD program manager, shall
submit four copies of the information speci-
fied in paragraphs I–106(b) and (c) to: DoD,
DUSD(I&CP)SADBU, 3061 Defense Pentagon,
Washington, DC. 20301–3061, Attn: Pilot Men-
tor-Protege Program Manager. Upon receipt
of this information, DUSD(I&CP)SADBU will
review and evaluate each request and, to the
maximum extent possible, within 30 days ad-
vise each applicant of approval or rejection
of its request to become a mentor firm.

(f) Companies interested in reimbursement
of costs of a developmental assistance pro-
gram through either a separate contract, co-
operative agreement, or other agreement

awarded for that purpose will be solicited to
provide the information in paragraphs I–
106(b) and (c) as well as any other informa-
tion specified in the program solicitation.

(g) A company approved as a mentor firm
for credit only, for reimbursement through
funds made available by a DoD program
manager, or for reimbursement via inclusion
of program costs in indirect expense pools
and credit for such costs, may proceed with
the negotiation of the mentor-protege agree-
ment with the identified protege firm(s).

(h) Companies that apply for participation
in the program pursuant to paragraph I–
106(e) and are not approved, will be provided
the reasons and an opportunity to submit ad-
ditional information for reconsideration.

(i) A company may not be approved for
participation in the Program as a mentor
firm if at the time of requesting participa-
tion in the Program it is currently debarred
or suspended from contracting with the Fed-
eral government pursuant to FAR subpart
9.4.

(j) If the mentor firm is suspended or
debarred while performing under an approved
mentor-protege agreement, the mentor
firm—

(1) May continue to provide assistance to
its protege firms pursuant to approved men-
tor-protege agreements entered into prior to
the imposition of such suspension or debar-
ment;

(2) May not be reimbursed or take credit
for any costs of providing developmental as-
sistance to its protege firm, incurred more
than 30 days after the imposition of such sus-
pension or debarment; and

(3) Shall promptly give notice of its sus-
pension or debarment to its protege firm and
DUSD(I&CP)SADBU.

I–107 Mentor-protege agreements.
(a) A signed mentor-protege agreement for

each mentor-protege relationship identified
under I–106(b)(2) must be submitted to
DUSD(I&CP)SADBU and approved before de-
velopmental assistance costs may be in-
curred. To the maximum extent possible,
such mentor-protege agreements will be ap-
proved within five business days of receipt.

(b) Each signed mentor-protege agreement
submitted for approval under the Program
shall include—

(1) The name, address and telephone num-
ber of the mentor firm and the protege firm
and a point of contact within the mentor
firm who will administer the developmental
assistance program;

(2) The SIC code which represents the con-
templated supplies or services to be provided
by the protege firm to the mentor firm and
a statement that at the time the agreement
is submitted for approval, the protege firm,
if an SDB concern, does not exceed the size
standard for the appropriate SIC code.
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(3) A developmental program for the pro-
tege firm specifying the type of assistance
identified in paragraph I–107(f) that will be
provided. The developmental program shall
also include—

(i) Factors to assess the protege firm’s de-
velopmental progress under the Program in-
cluding milestones for providing the identi-
fied assistance; and

(ii) The anticipated number, dollar value,
and type of subcontracts to be awarded the
protege firm consistent with the extent and
nature of mentor firm’s business, and the pe-
riod of time over which they will be awarded.

(iii) The dollar value of the technical as-
sistance program broken out per year.

(4) A program participation term for the
protege firm which shall not exceed nine
years.

(5) Procedures for the mentor firm to no-
tify the protege firm in writing at least 30
days in advance of the mentor firm’s intent
to voluntarily withdraw its participation in
the Program. Mentor firms may only volun-
tarily terminate the mentor-protege agree-
ment(s) if they no longer want to be a partic-
ipant in the Program as a mentor firm. Oth-
erwise, a mentor firm must terminate a men-
tor-protege agreement for cause.

(6) Procedures for a protege firm to notify
the mentor firm in writing at least 30 days in
advance of the protege firm’s intent to vol-
untarily terminate the mentor-protege
agreement.

(7) Procedures for the mentor firm to ter-
minate the mentor-protege agreement for
cause which provide—

(i) The protege firm shall be furnished a
written notice of the proposed termination,
stating the specific reasons for such action,
at least 30 days in advance of the effective
date of such proposed termination.

(ii) The protege firm shall have 30 days to
respond to such notice of proposed termi-
nation, and may rebut any findings believed
to be erroneous and offer a remedial pro-
gram.

(iii) Upon prompt consideration of the pro-
tege firm’s response, the mentor firm shall
either withdraw the notice of proposed ter-
mination and continue the protege firm’s
participation, or issue the notice of termi-
nation.

(iv) The decision of the mentor firm re-
garding termination for cause, conforming
with the requirements of this section, shall
be final and is not reviewable by DoD.

(8) Additional terms and conditions as may
be agreed upon by both parties.

(c) Mentor firms shall send a copy of any
termination notices to the DoD,
DUSD(I&CP)SADBU, and where funding is
made available through a DoD program man-
ager, also provide a copy to the program
manager and to the appropriate PCO of ACO.

(d) Termination of a mentor-protege agree-
ment shall not impair the obligations of the

mentor firm to perform pursuant to its con-
tractual obligations under Government con-
tracts and subcontracts. Termination of all
or part of the mentor-protege agreement
shall not impair the obligations of the pro-
tege firm to perform pursuant to its contrac-
tual obligations under any contract awarded
to the protege firm by the mentor firm.

(e) Only developmental assistance provided
after DoD approval of the mentor-protege
agreement may be reimbursed.

(f) The mentor-protege agreement may
provide for the mentor firm to furnish any or
all of the types of developmental assistance
as follows:

(1) Assistance by mentor firm personnel
in—

(i) General business management, includ-
ing organizational management, financial
management, and personnel management,
marketing, business development, and over-
all business planning;

(ii) Engineering and technical matters
such as production inventory control, qual-
ity assurance; and

(iii) Any other assistance designed to de-
velop the capabilities of the protege firm
under the development program.

(2) Award of subcontracts under DoD con-
tracts or other contracts on a non-competi-
tive basis.

(3) Payment of progress payments for the
performance of subcontracts by a protege
firm in amounts as provided for in the sub-
contract; but in no event may any such
progress payment exceed 100 percent of the
costs incurred by the protege firm for the
performance of the subcontract. Provision of
progress payments by a mentor firm to a
protege firm at a rate other than the cus-
tomary rate for small disadvantaged busi-
nesses shall be implemented in accordance
with FAR 32.504(c).

(4) Advance payments under such sub-
contracts. Advance payments must be ad-
ministered by the mentor firm in accordance
with FAR subpart 32.4.

(5) Loans.
(6) Investment(s) in the protege firm in ex-

change for an ownership interest in the pro-
tege firm, not to exceed 10 percent of the
total ownership interest. Investments may
include but not be limited to cash, stock,
contributions in kind, etc.

(7) Assistance obtained by the mentor firm
for the protege firm from one or more of the
following:

(i) Small Business Development Centers
(SBDC) established pursuant to section 21 of
the Small Business Act (15 U.S.C. 648).

(ii) Entities providing procurement tech-
nical assistance pursuant to chapter 142 of
Title 10 U.S.C. (Procurement Technical As-
sistance Centers.)

(iii) Historically Black Colleges and Uni-
versities.
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(iv) Minority institutions of higher edu-
cation.

(g) A mentor firm may not require an SDB
concern to enter into a mentor-protege
agreement as a condition for being awarded
a contract by the mentor firm including a
subcontract under a DoD contract awarded
to the mentor firm.

I–108 Reimbursement procedures.
(a) A mentor firm may be reimbursed only

for the cost of developmental assistance in-
curred by the mentor firm and provided to a
protege firm under I–107(f) (1) and (7), and
pursuant to an approved mentor-protege
agreement. Reimbursement shall be made
only through either a separate contract, co-
operative agreement, or other agreement en-
tered into between the DoD and the mentor
firm awarded for the purpose of providing de-
velopmental assistance to one or more pro-
tege firms; a separately priced contract line
item in a DoD contract; or inclusion of pro-
gram costs in indirect expense pools. No
other means for the reimbursement of the
costs of developmental assistance provided
under I–107(f) (1) and (7) are authorized under
the Program.

(b) Costs reimbursed via inclusion in indi-
rect expense pools may be reimbursed only
to the extent that they are otherwise reason-
able, allocable, and allowable.

(c) Assistance provided in the form of
progress payments in excess of the cus-
tomary progress payment rate for SDBs,
shall be reimbursed only if implemented in
accordance with FAR 32.504(c).

(d) Assistance provided in the form of ad-
vance payments shall be reimbursed only if
they have been provided to a protege firm
under subcontract terms and conditions
similar to FAR 52.232–12. Reimbursement of
any advance payments shall be made pursu-
ant to the inclusion of DFARS 252.232–7008,
Reimbursement of Advance Payments—DoD
Pilot Mentor-Protege Program, in appro-
priate contracts. In requesting reimburse-
ment, the mentor firm agrees that the risk
of any financial loss due to the failure or in-
ability of a protege firm to repay any unliq-
uidated advance payments shall be the sole
responsibility of the mentor firm.

(e) No other forms of developmental assist-
ance are authorized for reimbursement under
the Program.

I–109 Credit for unreimbursed develop-
mental assistance costs.

(a) Developmental assistance costs in-
curred by a mentor firm for providing assist-
ance to a protege firm pursuant to an ap-
proved mentor protege agreement, which
have not been reimbursed through either a
separate contract, cooperative agreement, or
other agreement entered into between DoD
and the mentor firm, or through a separately
priced contract line item added to a DoD

contract, may be credited as if it were a sub-
contract award for determining the perform-
ance of such mentor firm in attaining an
SDB subcontracting goal(s) established
under any contract containing a subcon-
tracting plan pursuant to FAR 52.219–9.

(b) For crediting purposes only, costs that
have been reimbursed via inclusion in indi-
rect expense pools may also be credited as
subcontract awards for determining the per-
formance of such mentor firm in attaining
an SDB subcontracting goal(s) established
under any contract containing a subcon-
tracting plan pursuant to FAR 52.219–9. How-
ever, costs that have not been reimbursed be-
cause they are not reasonable, allocable, or
allowable under I–108(b), shall not be recog-
nized for crediting purposes.

(c) Other costs that are not eligible for re-
imbursement pursuant to I–108(a) may be
recognized for credit only if requested, iden-
tified, and incorporated in an approved men-
tor-protege agreement. Such costs are not el-
igible for reimbursement.

(d) The amount of credit a mentor firm
may receive for any such unreimbursed de-
velopmental assistance costs shall be equal
to—

(1) Four times the total amount of such
costs attributable to assistance provided by
small business development centers (SBDC),
historically black colleges and universities
(HBCU), minority institutions (MI), and pro-
curement technical assistance centers
(PTAC).

(2) Three times the total amount of such
costs attributable to assistance furnished by
the mentor’s employees.

(3) Two times the total amount of other
such costs incurred by the mentor in car-
rying out the developmental assistance pro-
gram.

(e) A mentor firm may receive credit to-
ward the attainment of an SDB subcon-
tracting goal(s) for each subcontract award-
ed for a product or a service by the mentor
firm to an entity that qualifies as a protege
firm pursuant to I–104(a). With respect to a
former SDB protege (firm(s), a mentor may
take credit for awards to such concern(s)
that, except for its size would be a small
business concern owned and controlled by so-
cially and economically disadvantaged indi-
viduals, but only if—

(1) The size of such business concern is not
more than two times the appropriate size
standard;

(2) The business concern formerly had a
mentor-protege agreement with such mentor
firm that was not terminated for cause; and

(3) The credit is taken not later than Octo-
ber 1, 2000.

(f) Amounts credited toward the SDB
goal(s) for unreimbursed costs under the Pro-
gram shall be separately identified from the
amounts credited toward the goal resulting
from the award of actual subcontracts to
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protege firms. The combination of the two
shall equal the mentor firm’s overall accom-
plishment toward the SDB goal(s).

(g) Adjustments may be made to the
amount of credit claimed under paragraphs
I–109(a) and (b) if the DoD Director of Small
and Disadvantaged Business Utilization de-
termines that—

(1) A mentor firm’s performance in the at-
tainment of its SDB subcontracting goals
through actual subcontract awards declined
from the prior fiscal year without justifiable
cause.

(2) Imposition of such a limitation on cred-
it appears to be warranted to prevent abuse
of this incentive for mentor firm’s participa-
tion in the Program.

(h) The mentor firm shall be afforded the
opportunity to explain the decline in SDB
participation before imposition of any such
limitation on credit. In making the final de-
cision to impose a limitation on credit, the
DoD Director shall consider—

(1) The mentor firm’s overall SDB partici-
pation rates (in terms of percentages of sub-
contract awards and dollars awarded) as
compared to the participation rates existing
during the two fiscal years prior to the
firm’s admission to the Program;

(2) The mentor firm’s aggregate prime con-
tract awards during the prior two fiscal
years and the total amount of subcontract
awards under such contracts; and

(3) Such other information the mentor firm
may wish to submit.

(i) The decision of the Director regarding
the imposition of a limitation on credit shall
be final.

(j) Any prospective limitation on credit
imposed by the Director shall be expressed as
a percentage of otherwise eligible credit and
shall apply beginning on a specific date in
the future and continue until a date certain
during the current fiscal year.

(k) Any retroactive limitation on credit
imposed by the Director shall reflect the ac-
tual costs incurred for developmental assist-
ance (not exceeding the maximum amount
reimbursed).

(l) For purposes of calculating any incen-
tives to be paid to a mentor firm for exceed-
ing an SDB subcontracting goal pursuant to
252.219–7009, incentives shall be paid only if
an SDB subcontracting goal has been exceed-
ed as a result of actual subcontract awards
to SDBs (excluding credit under paragraphs
I–109 (a), (b) and (c)).

(m) Developmental assistance costs that
are incurred pursuant to an approved men-
tor-protege agreement, and have been
charged to, but not reimbursed through a
separate contract, cooperative agreement, or
other agreement entered into between the
DoD and the mentor firm, or through a sepa-
rately priced contract line item added to a
DoD contract, shall not be otherwise reim-
bursed, either as a direct or indirect cost,

under any other DoD contract, irrespective
of whether the costs have been recognized for
credit against SDB subcontracting goals.

(n) Developmental assistance provided
under an approved mentor-protege agree-
ment is distinct from, and shall not dupli-
cate, any effort that is the normal and ex-
pected product of the award and administra-
tion of the mentor firm’s subcontract. Costs
associated with the latter shall be accumu-
lated and charged in accordance with the
contractor’s approved accounting practices;
they are not considered developmental as-
sistance costs eligible for either credit or re-
imbursement under the Program.

I–110 Advance agreements on the treatment
of developmental assistance costs.

Pursuant to FAR 31.109, approved mentor
firms seeking reimbursement, credit, or a
combination thereof, are strongly encour-
aged to enter into an advance agreement
with the contracting officer responsible for
determining final indirect cost rates under
FAR 42.705. The purpose of the advance
agreement is to establish the accounting
treatment of the costs of the development
assistance pursuant to the mentor-protege
agreement prior to the incurring of any costs
by the mentor firm. An advance agreement
is an attempt by both the Government and
the mentor firm to avoid possible subsequent
dispute based on questions related to reason-
ableness, allocability, or allowability of the
costs of developmental assistance under the
Program. Absent an advance agreement,
mentor firms are advised to establish the ac-
counting treatment of such costs and address
the need for any changes to their cost ac-
counting practices that may result from the
implementation of a mentor-protege agree-
ment, prior to incurring any costs, and irre-
spective of whether costs will be reimbursed,
credited or a combination thereof.

I–111 Reporting requirements and program
reviews.

(a) Mentor firms shall report on the
progress made under active mentor-protege
agreements semiannually by attaching to
their SF 295—

(1) A statement which includes—
(i) The number of active mentor-protege

agreements in effect; and
(ii) The progress in achieving the develop-

mental assistance objectives under each
mentor-protege agreement, including wheth-
er the objectives of the Program set forth in
I–100(c) were met, any problem areas encoun-
tered, and any other appropriate informa-
tion.

(2) A copy of the SF 294 for each contract
where developmental assistance was cred-
ited, with a statement in Block 18 identi-
fying—
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(i) The amount of dollars credited to the
SDB subcontract goal as a result of develop-
mental assistance provided to protege firms
under the Program;

(ii) An explanation as to the relationship
between the developmental assistance pro-
vided the protege firm(s) under the Program
and the activities under the contract covered
by the SF 294(s); and

(iii) The number and dollar value of sub-
contracts awarded to the protege firm(s),
broken out per protege.

(b) For commercial companies and compa-
nies participating in the DoD ‘‘Test Program
for Negotiation of Comprehensive Small
Business Subcontracting Plans,’’ indicate in
Block 16 of the SF 295—

(1) The total dollars credited to the SDB
goal as a result of developmental assistance
provided to a protege firm(s) under the Pro-
gram.

(2) The total dollar amount of subcontracts
awarded to the protege firm(s) broken our
per protege.

(c) The DUSD(I&CP)SADBU will conduct
periodic performance reviews of the progress
and accomplishments realized under ap-
proved mentor-protege agreements.

[59 FR 27701, May 27, 1994, as amended at 61
FR 50458, Sept. 26, 1996; 61 FR 54346, Oct. 18,
1996; 62 FR 34141, June 24, 1997; 63 FR 11552,
Mar. 9, 1998; 63 FR 64430, Nov. 20, 1998]
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