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[64 FR 5126, Feb. 2, 1999, as amended at 68 FR 35556, June 16, 2003] 

APPENDIX C TO PART 26—DBE BUSINESS 
DEVELOPMENT PROGRAM GUIDELINES 

The purpose of this program element is to 
further the development of DBEs, including 
but not limited to assisting them to move 
into non-traditional areas of work and/or 
compete in the marketplace outside the DBE 
program, via the provision of training and 
assistance from the recipient. 

(A) Each firm that participates in a recipi-
ent’s business development program (BDP) 

program is subject to a program term deter-
mined by the recipient. The term should con-
sist of two stages; a developmental stage and 
a transitional stage. 

(B) In order for a firm to remain eligible 
for program participation, it must continue 
to meet all eligibility criteria contained in 
part 26. 

(C) By no later than 6 months of program 
entry, the participant should develop and 
submit to the recipient a comprehensive 
business plan setting forth the participant’s 
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business targets, objectives and goals. The 
participant will not be eligible for program 
benefits until such business plan is sub-
mitted and approved by the recipient. The 
approved business plan will constitute the 
participant’s short and long term goals and 
the strategy for developmental growth to the 
point of economic viability in non-tradi-
tional areas of work and/or work outside the 
DBE program. 

(D) The business plan should contain at 
least the following: 

(1) An analysis of market potential, com-
petitive environment and other business 
analyses estimating the program partici-
pant’s prospects for profitable operation dur-
ing the term of program participation and 
after graduation from the program. 

(2) An analysis of the firm’s strengths and 
weaknesses, with particular attention paid 
to the means of correcting any financial, 
managerial, technical, or labor conditions 
which could impede the participant from re-
ceiving contracts other than those in tradi-
tional areas of DBE participation. 

(3) Specific targets, objectives, and goals 
for the business development of the partici-
pant during the next two years, utilizing the 
results of the analysis conducted pursuant to 
paragraphs (C) and (D)(1) of this appendix; 

(4) Estimates of contract awards from the 
DBE program and from other sources which 
are needed to meet the objectives and goals 
for the years covered by the business plan; 
and 

(5) Such other information as the recipient 
may require. 

(E) Each participant should annually re-
view its currently approved business plan 
with the recipient and modify the plan as 
may be appropriate to account for any 
changes in the firm’s structure and redefined 
needs. The currently approved plan should be 
considered the applicable plan for all pro-
gram purposes until the recipient approves 
in writing a modified plan. The recipient 
should establish an anniversary date for re-
view of the participant’s business plan and 
contract forecasts. 

(F) Each participant should annually fore-
cast in writing its need for contract awards 
for the next program year and the suc-
ceeding program year during the review of 
its business plan conducted under paragraph 
(E) of this appendix. Such forecast should be 
included in the participant’s business plan. 
The forecast should include: 

(1) The aggregate dollar value of contracts 
to be sought under the DBE program, reflect-
ing compliance with the business plan; 

(2) The aggregate dollar value of contracts 
to be sought in areas other than traditional 
areas of DBE participation; 

(3) The types of contract opportunities 
being sought, based on the firm’s primary 
line of business; and 

(4) Such other information as may be re-
quested by the recipient to aid in providing 
effective business development assistance to 
the participant. 

(G) Program participation is divided into 
two stages; (1) a developmental stage and (2) 
a transitional stage. The developmental 
stage is designed to assist participants to 
overcome their social and economic dis-
advantage by providing such assistance as 
may be necessary and appropriate to enable 
them to access relevant markets and 
strengthen their financial and managerial 
skills. The transitional stage of program par-
ticipation follows the developmental stage 
and is designed to assist participants to 
overcome, insofar as practical, their social 
and economic disadvantage and to prepare 
the participant for leaving the program. 

(H) The length of service in the program 
term should not be a pre-set time frame for 
either the developmental or transitional 
stages but should be figured on the number 
of years considered necessary in normal pro-
gression of achieving the firm’s established 
goals and objectives. The setting of such 
time could be factored on such items as, but 
not limited to, the number of contracts, ag-
gregate amount of the contract received, 
years in business, growth potential, etc. 

(I) Beginning in the first year of the transi-
tional stage of program participation, each 
participant should annually submit for in-
clusion in its business plan a transition man-
agement plan outlining specific steps to pro-
mote profitable business operations in areas 
other than traditional areas of DBE partici-
pation after graduation from the program. 
The transition management plan should be 
submitted to the recipient at the same time 
other modifications are submitted pursuant 
to the annual review under paragraph (E) of 
this section. The plan should set forth the 
same information as required under para-
graph (F) of steps the participant will take 
to continue its business development after 
the expiration of its program term. 

(J) When a participant is recognized as suc-
cessfully completing the program by sub-
stantially achieving the targets, objectives 
and goals set forth in its program term, and 
has demonstrated the ability to compete in 
the marketplace, its further participation 
within the program may be determined by 
the recipient. 

(K) In determining whether a concern has 
substantially achieved the goals and objec-
tives of its business plan, the following fac-
tors, among others, should be considered by 
the recipient: 

(1) Profitability; 
(2) Sales, including improved ratio of non- 

traditional contracts to traditional-type 
contracts; 

(3) Net worth, financial ratios, working 
capital, capitalization, access to credit and 
capital; 
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(4) Ability to obtain bonding; 
(5) A positive comparison of the DBE’s 

business and financial profile with profiles of 
non-DBE businesses in the same area or 
similar business category; and 

(6) Good management capacity and capa-
bility. 

(L) Upon determination by the recipient 
that the participant should be graduated 
from the developmental program, the recipi-
ent should notify the participant in writing 
of its intent to graduate the firm in a letter 
of notification. The letter of notification 
should set forth findings, based on the facts, 
for every material issue relating to the basis 
of the program graduation with specific rea-
sons for each finding. The letter of notifica-
tion should also provide the participant 45 
days from the date of service of the letter to 
submit in writing information that would ex-
plain why the proposed basis of graduation is 
not warranted. 

(M) Participation of a DBE firm in the pro-
gram may be discontinued by the recipient 
prior to expiration of the firm’s program 
term for good cause due to the failure of the 
firm to engage in business practices that will 
promote its competitiveness within a reason-
able period of time as evidenced by, among 
other indicators, a pattern of inadequate per-
formance or unjustified delinquent perform-
ance. Also, the recipient can discontinue the 
participation of a firm that does not actively 
pursue and bid on contracts, and a firm that, 
without justification, regularly fails to re-
spond to solicitations in the type of work it 
is qualified for and in the geographical areas 
where it has indicated availability under its 
approved business plan. The recipient should 
take such action if over a 2-year period a 
DBE firm exhibits such a pattern. 

APPENDIX D TO PART 26—MENTOR- 
PROTÉGÉ PROGRAM GUIDELINES 

(A) The purpose of this program element is 
to further the development of DBEs, includ-
ing but not limited to assisting them to 
move into non-traditional areas of work and/ 
or compete in the marketplace outside the 
DBE program, via the provision of training 
and assistance from other firms. To operate 
a mentor-protégé program, a recipient must 
obtain the approval of the concerned oper-
ating administration. 

(B)(1) Any mentor-protégé relationship 
shall be based on a written development 
plan, approved by the recipient, which clear-
ly sets forth the objectives of the parties and 
their respective roles, the duration of the ar-
rangement and the services and resources to 
be provided by the mentor to the protégé. 
The formal mentor-protégé agreement may 
set a fee schedule to cover the direct and in-
direct cost for such services rendered by the 
mentor for specific training and assistance 
to the protégé through the life of the agree-

ment. Services provided by the mentor may 
be reimbursable under the FTA, FHWA, and 
FAA programs. 

(2) To be eligible for reimbursement, the 
mentor’s services provided and associated 
costs must be directly attributable and prop-
erly allowable to specific individual con-
tracts. The recipient may establish a line 
item for the mentor to quote the portion of 
the fee schedule expected to be provided dur-
ing the life of the contract. The amount 
claimed shall be verified by the recipient and 
paid on an incremental basis representing 
the time the protégé is working on the con-
tract. The total individual contract figures 
accumulated over the life of the agreement 
shall not exceed the amount stipulated in 
the original mentor/protégé agreement. 

(C) DBEs involved in a mentor-protégé 
agreement must be independent business en-
tities which meet the requirements for cer-
tification as defined in subpart D of this 
part. A protégé firm must be certified before 
it begins participation in a mentor-protégé 
arrangement. If the recipient chooses to rec-
ognize mentor/protégé agreements, it should 
establish formal general program guidelines. 
These guidelines must be submitted to the 
operating administration for approval prior 
to the recipient executing an individual 
contractor/ subcontractor mentor-protégé 
agreement. 

APPENDIX E TO PART 26—INDIVIDUAL 
DETERMINATIONS OF SOCIAL AND 
ECONOMIC DISADVANTAGE 

The following guidance is adapted, with 
minor modifications, from SBA regulations 
concerning social and economic disadvan-
tage determinations (see 13 CFR 124.103(c) 
and 124.104). 

SOCIAL DISADVANTAGE 

I. Socially disadvantaged individuals are 
those who have been subjected to racial or 
ethnic prejudice or cultural bias within 
American society because of their identities 
as members of groups and without regard to 
their individual qualities. Social disadvan-
tage must stem from circumstances beyond 
their control. Evidence of individual social 
disadvantage must include the following ele-
ments: 

(A) At least one objective distinguishing 
feature that has contributed to social dis-
advantage, such as race, ethnic origin, gen-
der, disability, long-term residence in an en-
vironment isolated from the mainstream of 
American society, or other similar causes 
not common to individuals who are not so-
cially disadvantaged; 

(B) Personal experiences of substantial and 
chronic social disadvantage in American so-
ciety, not in other countries; and 

(C) Negative impact on entry into or ad-
vancement in the business world because of 
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