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(i) In any case of a change in ac-
counting method from cash to accrual 
or accrual to cash, revenues for such 3- 
year period shall, prior to the calcula-
tion of the annual average, be restated 
to the accrual method. In any case, 
where the completed contract method 
has been used to account for revenues 
in such 3-year period, revenues must be 
restated on an accrual basis using the 
percentage of completion method. 

(ii) In the case of a concern which 
does not keep regular books of ac-
counts, but which is subject to U.S. 
Federal income taxation, annual re-
ceipts shall be measured as reported, or 
to be reported to the U.S. Treasury De-
partment, Internal Revenue Service, 
for Federal income tax purposes, ex-
cept that any return based on a change 
in accounting method or on the com-
pleted contract method of accounting 
must be restated as provided for in the 
preceding paragraphs. 

(2) Annual receipts of a concern that 
has been in business for less than 3 
complete fiscal years means its total 
receipts for the period it has been in 
business, divided by the number of 
weeks including fractions of a week 
that it has been in business, and multi-
plied by 52. In calculating total re-
ceipts, the definitions and adjustments 
related to a change of accounting 
method and the completed contract 
method of paragraph (1) of this defini-
tion, are applicable. 

Number of employees is a measure of 
the average employment of a business 
concern and means its average employ-
ment, including the employees of its 
domestic and foreign affiliates, based 
on the number of persons employed on 
a full-time, part-time, temporary, or 
other basis during each of the pay peri-
ods of the preceding 12 months. If a 
business has not been in existence for 
12 months, number of employees means 
the average employment of such con-
cern and its affiliates during the period 
that such concern has been in existence 
based on the number of persons em-
ployed during each of the pay periods 
of the period that such concern has 
been in business. If a business has ac-
quired an affiliate during the applica-
ble 12-month period, it is necessary, in 
computing the applicant’s number of 
employees, to include the affiliate’s 

number of employees during the entire 
period, rather than only its employees 
during the period in which it has been 
an affiliate. The employees of a former 
affiliate are not included, even if such 
concern had been an affiliate during a 
portion of the period. 

[51 FR 2650, Jan. 17, 1986, as amended at 64 
FR 32743, June 17, 1999; 64 FR 72444, Dec. 27, 
1999; 65 FR 46055, July 26, 2000; 66 FR 2129, 
Jan. 10, 2001; 68 FR 28081, May 22, 2003] 

19.102 Size standards. 
(a) The SBA establishes small busi-

ness size standards on an industry-by- 
industry basis. (See 13 CFR part 121.) 

(b) Small business size standards are 
applied by— 

(1) Classifying the product or service 
being acquired in the industry whose 
definition, as found in the North Amer-
ican Industry Classification System 
(NAICS) Manual (available via the 
Internet at http://www.census.gov/epcd/ 
www/naics.html), best describes the 
principal nature of the product or serv-
ice being acquired; 

(2) Identifying the size standard SBA 
established for that industry; and 

(3) Specifying the size standard in the 
solicitation, so that offerors can appro-
priately represent themselves as small 
or large. 

(c) For size standard purposes, a 
product or service shall be classified in 
only one industry, whose definition 
best describes the principal nature of 
the product or service being acquired 
even though for other purposes it could 
be classified in more than one. 

(d) When acquiring a product or serv-
ice that could be classified in two or 
more industries with different size 
standards, contracting officers shall 
apply the size standard for the industry 
accounting for the greatest percentage 
of the contract price. 

(e) If a solicitation calls for more 
than one item and allows offers to be 
submitted on any or all of the items, 
an offeror must meet the size standard 
for each item it offers to furnish. If a 
solicitation calling for more than one 
item requires offers on all or none of 
the items, an offeror may qualify as a 
small business by meeting the size 
standard for the item accounting for 
the greatest percentage of the total 
contract price. 
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(f) Any concern submitting a bid or 
offer in its own name, other than on a 
construction or service contract, that 
proposes to furnish an end product it 
did not manufacture (a ‘‘nonmanufac-
turer’’), is a small business if it has no 
more than 500 employees, and— 

(1) Except as provided in paragraphs 
(f)(4) through (f)(7) of this section, in 
the case of Government acquisitions 
set-aside for small businesses, fur-
nishes in the performance of the con-
tract, the product of a small business 
manufacturer or producer. The end 
product furnished must be manufac-
tured or produced in the United States 
or its outlying areas. The term ‘‘non-
manufacturer’’ includes a concern that 
can, but elects not to, manufacture or 
produce the end product for the specific 
acquisition. For size determination 
purposes, there can be only one manu-
facturer of the end product being ac-
quired. The manufacturer of the end 
product being acquired is the concern 
that, with its own forces, transforms 
inorganic or organic substances includ-
ing raw materials and/or miscellaneous 
parts or components into the end prod-
uct. However, see the limitations on 
subcontracting at 52.219–14 that apply 
to any small business offeror other 
than a nonmanufacturer for purposes 
of set-asides and 8(a) awards. 

(2) A concern which purchases items 
and packages them into a kit is consid-
ered to be a nonmanufacturer small 
business and can qualify as such for a 
given acquisition if it meets the size 
qualifications of a small nonmanufac-
turer for the acquisition, and if more 
than 50 percent of the total value of 
the kit and its contents is accounted 
for by items manufactured by small 
business. 

(3) For the purpose of receiving a Cer-
tificate of Competency on an unre-
stricted acquisition, a small business 
nonmanufacturer may furnish any do-
mestically produced or manufactured 
product. 

(4) In the case of acquisitions set 
aside for small business or awarded 
under section 8(a) of the Small Busi-
ness Act, when the acquisition is for a 
specific product (or a product in a class 
of products) for which the SBA has de-
termined that there are no small busi-
ness manufacturers or processors in 

the Federal market, then the SBA may 
grant a class waiver so that a non-
manufacturer does not have to furnish 
the product of a small business. For 
the most current listing of classes for 
which SBA has granted a waiver, con-
tact an SBA Office of Government Con-
tracting. A listing is also available on 
SBA’s Internet Homepage at http:// 
www.sba.gov/gc. Contracting officers 
may request that the SBA waive the 
nonmanufacturer rule for a particular 
class of products. 

(5) For a specific solicitation, a con-
tracting officer may request a waiver 
of that part of the nonmanufacturer 
rule which requires that the actual 
manufacturer or processor be a small 
business concern if the contracting of-
ficer determines that no known domes-
tic small business manufacturers or 
processors can reasonably be expected 
to offer a product meeting the require-
ments of the solicitation. 

(6) Requests for waivers shall be sent 
to the Associate Administrator for 
Government Contracting, United 
States Small Business Administration, 
Mail Code 6250, 409 Third Street, SW., 
Washington, DC 20416. 

(7) The SBA provides for an exception 
to the nonmanufacturer rule if— 

(i) The procurement of a manufac-
tured end product processed under the 
procedures set forth in part 13— 

(A) Is set aside for small business; 
and 

(B) Is not anticipated to exceed 
$25,000; and 

(ii) The offeror supplies an end prod-
uct that is manufactured or produced 
in the United States or its outlying 
areas. 

(g) The industry size standards are 
published by the Small Business Ad-
ministration and are available via the 
Internet at http://www.sba.gov/size. 

[48 FR 42240, Sept. 19, 1983] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting section 19.102, see the List 
of CFR Sections Affected, which appears in 
the Finding Aids section of the printed vol-
ume and on GPO Access. 
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