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(ii) To establish or maintain an essential engineering,
research, or development capability to be provided by an educational or other nonprofit institution or a federally funded
research and development center; or
(iii) To acquire the services of an expert or neutral
person for any current or anticipated litigation or dispute.
(b) Application.(1)
Use
of
the
authority
in
paragraph (a)(2)(i) of this subsection may be appropriate
when it is necessary to—
(i) Keep vital facilities or suppliers in business or
make them available in the event of a national emergency;
(ii) Train a selected supplier in the furnishing of critical supplies or services; prevent the loss of a supplier’s ability
and employees’ skills; or maintain active engineering,
research, or development work;
(iii) Maintain properly balanced sources of supply
for meeting the requirements of acquisition programs in the
interest of industrial mobilization (when the quantity required
is substantially larger than the quantity that must be awarded
in order to meet the objectives of this authority, that portion
not required to meet such objectives will be acquired by providing for full and open competition, as appropriate, under
this part);
(iv) Create or maintain the required domestic capability for production of critical supplies by limiting competition to items manufactured in—
(A) The United States or its outlying areas; or
(B) The United States, its outlying areas, or
Canada.
(v) Continue in production, contractors that are manufacturing critical items, when there would otherwise be a
break in production; or
(vi) Divide current production requirements among
two or more contractors to provide for an adequate industrial
mobilization base.
(2) Use of the authority in paragraph (a)(2)(ii) of this
subsection may be appropriate when it is necessary to—
(i) Establish or maintain an essential capability for
theoretical analyses, exploratory studies, or experiments in
any field of science or technology;
(ii) Establish or maintain an essential capability for
engineering or developmental work calling for the practical
application of investigative findings and theories of a scientific or technical nature; or
(iii) Contract for supplies or services as are necessary
incident to paragraphs (b)(2)(i) or (ii) of this subsection.
(3) Use of the authority in paragraph (a)(2)(iii) of this
subsection may be appropriate when it is necessary to acquire
the services of either—
(i) An expert to use, in any litigation or dispute
(including any reasonably foreseeable litigation or dispute)
involving the Government in any trial, hearing, or proceeding
before any court, administrative tribunal, or agency, whether

or not the expert is expected to testify. Examples of such services include, but are not limited to:
(A) Assisting the Government in the analysis,
presentation, or defense of any claim or request for adjustment
to contract terms and conditions, whether asserted by a contractor or the Government, which is in litigation or dispute, or
is anticipated to result in dispute or litigation before any court,
administrative tribunal, or agency; or
(B) Participating in any part of an alternative dispute resolution process, including but not limited to evaluators, fact finders, or witnesses, regardless of whether the
expert is expected to testify; or
(ii) A neutral person, e.g., mediators or arbitrators, to
facilitate the resolution of issues in an alternative dispute resolution process.
(c) Limitations. Contracts awarded using this authority
shall be supported by the written justifications and approvals
described in 6.303 and 6.304.
6.302-4 International agreement.
(a) Authority.(1) Citations: 10 U.S.C. 2304(c)(4) or
41 U.S.C. 253(c)(4).
(2) Full and open competition need not be provided for
when precluded by the terms of an international agreement or
a treaty between the United States and a foreign government
or international organization, or the written directions of a foreign government reimbursing the agency for the cost of the
acquisition of the supplies or services for such government.
(b) Application. This authority may be used in circumstances such as—
(1) When a contemplated acquisition is to be reimbursed by a foreign country that requires that the product be
obtained from a particular firm as specified in official written
direction such as a Letter of Offer and Acceptance; or
(2) When a contemplated acquisition is for services to
be performed, or supplies to be used, in the sovereign territory
of another country and the terms of a treaty or agreement specify or limit the sources to be solicited.
(c) Limitations. Except for DoD, NASA, and the Coast
Guard, contracts awarded using this authority shall be supported by written justifications and approvals described in
6.303 and 6.304.
6.302-5 Authorized or required by statute.
(a) Authority.(1) Citations: 10 U.S.C. 2304(c)(5) or
41 U.S.C. 253(c)(5).
(2) Full and open competition need not be provided for
when—
(i) A statute expressly authorizes or requires that the
acquisition be made through another agency or from a specified source; or
(ii) The agency’s need is for a brand name commercial item for authorized resale.
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(b) Application. This authority may be used when statutes,
such as the following, expressly authorize or require that
acquisition be made from a specified source or through
another agency:
(1) Federal Prison Industries (UNICOR)—18 U.S.C.
4124 (see Subpart 8.6).
(2) Qualified Nonprofit Agencies for the Blind or other
Severely Disabled—41 U.S.C. 46-48c (see Subpart 8.7).
(3) Government Printing and Binding—44 U.S.C.
501-504, 1121 (see Subpart 8.8).
(4) Sole source awards under the 8(a) Program (15
U.S.C. 637), but see 6.303 for requirements for justification
and approval of sole-source 8(a) awards over $20 million.
(See subpart 19.8).
(5) Sole source awards under the HUBZone Act
of 1997—15 U.S.C. 657a (see 19.1306).
(6) Sole source awards under the Veterans Benefits Act
of 2003 (15 U.S.C. 657f).
(c) Limitations.(1) This authority shall not be used when a
provision of law requires an agency to award a new contract
to a specified non-Federal Government entity unless the provision of law specifically—
(i) Identifies the entity involved;
(ii) Refers to 10 U.S.C. 2304(j) for armed services
acquisitions or section 303(h) of the Federal Property and
Administrative Services Act of 1949 for civilian agency
acquisitions; and
(iii) States that award to that entity shall be made in
contravention of the merit-based selection procedures in
10 U.S.C. 2304(j) or section 303(h) of the Federal Property
and Administrative Services Act, as appropriate. However,
this limitation does not apply—
(A) When the work provided for in the contract is
a continuation of the work performed by the specified entity
under a preceding contract; or
(B) To any contract requiring the National Academy of Sciences to investigate, examine, or experiment upon
any subject of science or art of significance to an executive
agency and to report on those matters to the Congress or any
agency of the Federal Government.
(2) Contracts awarded using this authority shall be supported by the written justifications and approvals described in
6.303 and 6.304, except for—
(i) Contracts awarded under (a)(2)(ii) or (b)(2) of this
subsection;
(ii) Contracts awarded under (a)(2)(i) of this subsection when the statute expressly requires that the procurement
be made from a specified source. (Justification and approval
requirements apply when the statute authorizes, but does not
require, that the procurement be made from a specified
source); or
(iii) Contracts less than or equal to $20 million
awarded under (b)(4) of this subsection.
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(3) The authority in (a)(2)(ii) of this subsection may be
used only for purchases of brand-name commercial items for
resale through commissaries or other similar facilities. Ordinarily, these purchases will involve articles desired or preferred by customers of the selling activities (but see 6.301(d)).
6.302-6 National security.
(a) Authority.(1) Citations: 10 U.S.C. 2304(c)(6) or
41 U.S.C. 253(c)(6).
(2) Full and open competition need not be provided for
when the disclosure of the agency’s needs would compromise
the national security unless the agency is permitted to limit the
number of sources from which it solicits bids or proposals.
(b) Application. This authority may be used for any acquisition when disclosure of the Government’s needs would compromise the national security (e.g., would violate security
requirements); it shall not be used merely because the acquisition is classified, or merely because access to classified matter will be necessary to submit a proposal or to perform the
contract.
(c) Limitations.(1) Contracts awarded using this authority
shall be supported by the written justifications and approvals
described in 6.303 and 6.304.
(2) See 5.202(a)(1) for synopsis requirements.
(3) This statutory authority requires that agencies shall
request offers from as many potential sources as is practicable
under the circumstances.
6.302-7 Public interest.
(a) Authority.(1) Citations: 10 U.S.C. 2304(c)(7) or
41 U.S.C. 253(c)(7).
(2) Full and open competition need not be provided for
when the agency head determines that it is not in the public
interest in the particular acquisition concerned.
(b) Application. This authority may be used when none of
the other authorities in 6.302 apply.
(c) Limitations.(1) A written determination to use this
authority shall be made in accordance with Subpart 1.7, by—
(i) The Secretary of Defense, the Secretary of the
Army, the Secretary of the Navy, the Secretary of the Air
Force, the Secretary of Homeland Security for the Coast
Guard, or the Administrator of the National Aeronautics and
Space Administration; or
(ii) The head of any other executive agency. This
authority may not be delegated.
(2) The Congress shall be notified in writing of such
determination not less than 30 days before award of the
contract.
(3) If required by the head of the agency, the contracting
officer shall prepare a justification to support the determination under paragraph (c)(1) of this subsection.
(4) This Determination and Finding (D&F) shall not be
made on a class basis.
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6.303 Justifications.
6.303-1 Requirements.
(a) A contracting officer shall not commence negotiations
for a sole source contract, commence negotiations for a contract resulting from an unsolicited proposal, or award any
other contract without providing for full and open competition
unless the contracting officer—
(1) Justifies, if required in 6.302, the use of such actions
in writing;
(2) Certifies the accuracy and completeness of the
justification; and
(3) Obtains the approval required by 6.304.
(b) The contracting officer shall not award a sole-source
contract under the 8(a) authority (15 U.S.C. 637(a)) for an
amount exceeding $20 million unless
(1) The contracting officer justifies the use of a solesource contract in writing in accordance with 6.303-2;
(2) The justification is approved by the appropriate official designated at 6.304; and
(3) The justification and related information are made
public after award in accordance with 6.305.
(c) Technical and requirements personnel are responsible
for providing and certifying as accurate and complete necessary data to support their recommendation for other than full
and open competition.
(d) Justifications required by paragraph (a) of this section
may be made on an individual or class basis. Any justification
for contracts awarded under the authority of 6.302-7 shall
only be made on an individual basis. Whenever a justification
is made and approved on a class basis, the contracting officer
must ensure that each contract action taken pursuant to the
authority of the class justification and approval is within the
scope of the class justification and approval and shall document the contract file for each contract action accordingly.
(e) The justifications for contracts awarded under the
authority cited in 6.302-2 may be prepared and approved
within a reasonable time after contract award when preparation and approval prior to award would unreasonably delay
the acquisitions.
6.303-2 Content.
(a) Each justification shall contain sufficient facts and
rationale to justify the use of the specific authority cited.
(b) As a minimum, each justification, except those for solesource 8(a) contracts over $20 million (see paragraph (d) of
this section), shall include the following information:
(1) Identification of the agency and the contracting
activity, and specific identification of the document as a “Justification for other than full and open competition.”
(2) Nature and/or description of the action being
approved.
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(3) A description of the supplies or services required to
meet the agency’s needs (including the estimated value).
(4) An identification of the statutory authority permitting other than full and open competition.
(5) A demonstration that the proposed contractor’s
unique qualifications or the nature of the acquisition requires
use of the authority cited.
(6) A description of efforts made to ensure that offers
are solicited from as many potential sources as is practicable,
including whether a notice was or will be publicized as
required by Subpart 5.2 and, if not, which exception under
5.202 applies.
(7) A determination by the contracting officer that the
anticipated cost to the Government will be fair and
reasonable.
(8) A description of the market research conducted (see
Part 10) and the results or a statement of the reason market
research was not conducted.
(9) Any other facts supporting the use of other than full
and open competition, such as:
(i) Explanation of why technical data packages,
specifications, engineering descriptions, statements of work,
or purchase descriptions suitable for full and open competition have not been developed or are not available.
(ii) When 6.302-1 is cited for follow-on acquisitions
as described in 6.302-1(a)(2)(ii), an estimate of the cost to the
Government that would be duplicated and how the estimate
was derived.
(iii) When 6.302-2 is cited, data, estimated cost, or
other rationale as to the extent and nature of the harm to the
Government.
(10) A listing of the sources, if any, that expressed, in
writing, an interest in the acquisition.
(11) A statement of the actions, if any, the agency may
take to remove or overcome any barriers to competition before
any subsequent acquisition for the supplies or services
required.
(12) Contracting officer certification that the justification is accurate and complete to the best of the contracting
officer’s knowledge and belief.
(c) Each justification shall include evidence that any supporting data that is the responsibility of technical or requirements personnel (e.g., verifying the Government’s minimum
needs or schedule requirements or other rationale for other
than full and open competition) and which form a basis for the
justification have been certified as complete and accurate by
the technical or requirements personnel.
(d) As a minimum, each justification for a sole-source 8(a)
contract over $20 million shall include the following information:
(1) A description of the needs of the agency concerned
for the matters covered by the contract.
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(2) A specification of the statutory provision providing
the exception from the requirement to use competitive procedures in entering into the contract (see 19.805-1).
(3) A determination that the use of a sole-source contract is in the best interest of the agency concerned.
(4) A determination that the anticipated cost of the contract will be fair and reasonable.
(5) Such other matters as the head of the agency concerned shall specify for purposes of this section.
6.304 Approval of the justification.
(a) Except for paragraph (b) of this section, the justification for other than full and open competition shall be approved
in writing—
(1) For a proposed contract not exceeding $650,000, the
contracting officer’s certification required by 6.303-2(b)(12)
will serve as approval unless a higher approving level is established in agency procedures.
(2) For a proposed contract over $650,000 but not
exceeding $12.5 million, by the competition advocate for the
procuring activity designated pursuant to 6.501 or an official
described in paragraph (a)(3) or (a)(4) of this section. This
authority is not delegable.
(3) For a proposed contract over $12.5 million, but not
exceeding $62.5 million, or, for DoD, NASA, and the Coast
Guard, not exceeding $85.5 million, by the head of the procuring activity, or a designee who—
(i) If a member of the armed forces, is a general or
flag officer; or
(ii) If a civilian, is serving in a position in a grade
above GS-15 under the General Schedule (or in a comparable
or higher position under another schedule).
(4) For a proposed contract over $62.5 million or, for
DoD, NASA, and the Coast Guard, over $85.5 million, by the
senior procurement executive of the agency designated pursuant to the OFPP Act (41 U.S.C. 414(3)) in accordance with
agency procedures.This authority is not delegable except in
the case of the Under Secretary of Defense for Acquisition,
Technology, and Logistics, acting as the senior procurement
executive for the Department of Defense.
(b) Any justification for a contract awarded under the
authority of 6.302-7, regardless of dollar amount, shall be
considered approved when the determination required by
6.302-7(c)(1) is made.
(c) A class justification for other than full and open competition shall be approved in writing in accordance with
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agency procedures. The approval level shall be determined by
the estimated total value of the class.
(d) The estimated dollar value of all options shall be
included in determining the approval level of a justification.
6.305 Availability of the justification.
(a) The agency shall make publicly available the justification required by 6.303-1 as required by 10 U.S.C. 2304(l) and
41 U.S.C. 253(j). Except for the circumstances in paragraphs
(b) and (c) of this section, the justification shall be made publicly available within 14 days after contract award.
(b) In the case of a contract award permitted under 6.302-2,
the justification shall be posted within 30 days after contract
award.
(c) In the case of a brand name justification under
6.302-1(c), the justification shall be posted with the solicitation (see 5.102(a)(6)).
(d) The justifications shall be made publicly available—
(1) At the Government Point of Entry (GPE)
www.fedbizopps.gov;
(2) On the website of the agency, which may provide
access to the justifications by linking to the GPE; and
(3) Must remain posted for a minimum of 30 days.
(e) Contracting officers shall carefully screen all justifications for contractor proprietary data and remove all such data,
and such references and citations as are necessary to protect
the proprietary data, before making the justifications available
for public inspection. Contracting officers shall also be guided
by the exemptions to disclosure of information contained in
the Freedom of Information Act (5 U.S.C. 552) and the prohibitions against disclosure in 24.202 in determining whether
the justification, or portions of it, are exempt from posting.
Although the submitter notice process set out in EO 12600,
entitled “Predisclosure Notification Procedures for Confidential Commercial Information,” does not apply, if the justification appears to contain proprietary data, the contracting
officer should provide the contractor that submitted the information an opportunity to review the justification for proprietary data, before making the justification available for public
inspection, redacted as necessary. This process must not prevent or delay the posting of the justification in accordance
with the timeframes required in paragraphs (a) through (c).
(f) The requirements of paragraphs (a) through (d) do not
apply if posting the justification would disclose the executive
agency’s needs and disclosure of such needs would compromise national security or create other security risks.
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19.000 Scope of part.
(a) This part implements the acquisition-related sections of
the Small Business Act (15 U.S.C. 631, et seq.), applicable
sections of the Armed Services Procurement Act
(10 U.S.C. 2302, et seq.), the Federal Property and Administrative Services Act (41 U.S.C. 252), section 7102 of the Federal Acquisition Streamlining Act of 1994 (Public
Law 103-355), 10 U.S.C. 2323, and Executive Order 12138,
May 18, 1979. It covers—
(1) The determination that a concern is eligible for participation in the programs identified in this part;
(2) The respective roles of executive agencies and the
Small Business Administration (SBA) in implementing the
programs;
(3) Setting acquisitions aside for exclusive competitive
participation by small business, 8(a) business development
participants, HUBZone small business concerns, service-disabled veteran-owned small business concerns, and economically disadvantaged women-owned small business concerns
and women-owned small business concerns eligible under the
Women-Owned Small Business Program;
(4) The certificate of competency program;
(5) The subcontracting assistance program;
(6) The “8(a)” business development program (hereafter referred to as 8(a) program), under which agencies contract
with the SBA for goods or services to be furnished under a
subcontract by a small disadvantaged business concern;
(7) The use of women-owned small business concerns;
(8) The use of a price evaluation adjustment for small
disadvantaged business concerns, and the use of a price evaluation preference for HUBZone small business concerns;
(9) The Small Disadvantaged Business Participation
Program;
(10) [Reserved];
(11) The use of veteran-owned small business concerns;
and
(12) Sole source awards to HUBZone small business
and service-disabled veteran-owned small business concerns.
(b) This part, except for Subpart 19.6, applies only in the
United States or its outlying areas. Subpart 19.6 applies
worldwide.
19.001 Definitions.
As used in this part—
“Concern” means any business entity organized for profit
(even if its ownership is in the hands of a nonprofit entity) with
a place of business located in the United States or its outlying
areas and that makes a significant contribution to the U.S.
economy through payment of taxes and/or use of American
products, material and/or labor, etc. “Concern” includes but is
not limited to an individual, partnership, corporation, joint
venture, association, or cooperative. For the purpose of making affiliation findings (see 19.101), include any business

19.101
entity, whether organized for profit or not, and any foreign
business entity, i.e., any entity located outside the United
States and its outlying areas.
“Fair market price” means a price based on reasonable
costs under normal competitive conditions and not on lowest
possible cost (see 19.202-6).
“Industry” means all concerns primarily engaged in similar
lines of activity, as listed and described in the North American
Industry Classification System (NAICS) manual.
“Nonmanufacturer rule” means that a contractor under a
small business set-aside or 8(a) contract shall be a small business under the applicable size standard and shall provide
either its own product or that of another domestic small business manufacturing or processing concern (see
13 CFR 121.406).

Subpart 19.1—Size Standards
19.101 Explanation of terms.
As used in this subpart—
“Affiliates.” Business concerns are affiliates of each other
if, directly or indirectly, either one controls or has the power
to control the other, or another concern controls or has the
power to control both. In determining whether affiliation
exists, consideration is given to all appropriate factors including common ownership, common management, and contractual relationships; provided, that restraints imposed by a
franchise agreement are not considered in determining
whether the franchisor controls or has the power to control the
franchisee, if the franchisee has the right to profit from its
effort, commensurate with ownership, and bears the risk of
loss or failure. Any business entity may be found to be an affiliate, whether or not it is organized for profit or located in the
United States or its outlying areas.
(1) Nature of control. Every business concern is considered as having one or more parties who directly or indirectly
control or have the power to control it. Control may be affirmative or negative and it is immaterial whether it is exercised
so long as the power to control exists.
(2) Meaning of “party or parties.” The term “party” or
“parties” includes, but is not limited to, two or more persons
with an identity of interest such as members of the same family or persons with common investments in more than one
concern. In determining who controls or has the power to control a concern, persons with an identity of interest may be
treated as though they were one person.
(3) Control through stock ownership.(i) A party is considered to control or have the power to control a concern, if
the party controls or has the power to control 50 percent or
more of the concern’s voting stock.
(ii) A party is considered to control or have the power
to control a concern, even though the party owns, controls, or
has the power to control less than 50 percent of the concern’s
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voting stock, if the block of stock the party owns, controls, or
has the power to control is large, as compared with any other
outstanding block of stock. If two or more parties each owns,
controls, or has the power to control, less than 50 percent of
the voting stock of a concern, and such minority block is equal
or substantially equal in size, and large as compared with any
other block outstanding, there is a presumption that each such
party controls or has the power to control such concern; however, such presumption may be rebutted by a showing that
such control or power to control, in fact, does not exist.
(iii) If a concern’s voting stock is distributed other
than as described above, its management (officers and directors) is deemed to be in control of such concern.
(4) Stock options and convertible debentures. Stock
options and convertible debentures exercisable at the time or
within a relatively short time after a size determination and
agreements to merge in the future, are considered as having a
present effect on the power to control the concern. Therefore,
in making a size determination, such options, debentures, and
agreements are treated as though the rights held thereunder
had been exercised.
(5) Voting trusts. If the purpose of a voting trust, or similar agreement, is to separate voting power from beneficial
ownership of voting stock for the purpose of shifting control
of or the power to control a concern in order that such concern
or another concern may qualify as a small business within the
size regulations, such voting trust shall not be considered
valid for this purpose regardless of whether it is or is not valid
within the appropriate jurisdiction. However, if a voting trust
is entered into for a legitimate purpose other than that
described above, and it is valid within the appropriate jurisdiction, it may be considered valid for the purpose of a size
determination, provided such consideration is determined to
be in the best interest of the small business program.
(6) Control through common management. A concern
may be found as controlling or having the power to control
another concern when one or more of the following circumstances are found to exist, and it is reasonable to conclude that
under the circumstances, such concern is directing or influencing, or has the power to direct or influence, the operation
of such other concern.
(i) Interlocking management. Officers, directors,
employees, or principal stockholders of one concern serve as
a working majority of the board of directors or officers of
another concern.
(ii) Common facilities. One concern shares common
office space and/or employees and/or other facilities with
another concern, particularly where such concerns are in the
same or related industry or field of operation, or where such
concerns were formerly affiliated.
(iii) Newly organized concern. Former officers,
directors, principal stockholders, and/or key employees of one
concern organize a new concern in the same or a related indus-
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try or field operation, and serve as its officers, directors, principal stockholders, and/or key employees, and one concern is
furnishing or will furnish the other concern with subcontracts,
financial or technical assistance, and/or facilities, whether for
a fee or otherwise.
(7) Control through contractual relationships—
(i) Definition of a joint venture for size determination purposes. A joint venture for size determination purposes is an
association of persons or concerns with interests in any degree
or proportion by way of contract, express or implied, consorting to engage in and carry out a single specific business venture for joint profit, for which purpose they combine their
efforts, property, money, skill, or knowledge, but not on a continuing or permanent basis for conducting business generally.
A joint venture is viewed as a business entity in determining
power to control its management.
(A) For bundled requirements, apply size standards for the requirement to individual persons or concerns,
not to the combined assets, of the joint venture.
(B) For other than bundled requirements, apply
size standards for the requirement to individual persons or
concerns, not to the combined assets, of the joint venture, if—
(1) A revenue-based size standard applies to
the requirement and the estimated contract value, including
options, exceeds one-half the applicable size standard; or
(2) An employee-based size standard applies
to the requirement and the estimated contract value, including
options, exceeds $10 million.
(ii) HUBZone joint venture. A HUBZone joint venture of two or more HUBZone small business concerns may
submit an offer for a HUBZone contract as long as each concern is small under the size standard corresponding to the
NAICS code assigned to the contract, provided one of the following conditions apply:
(A) The aggregate total of the joint venture is
small under the size standard corresponding to the NAICS
code assigned to the contract.
(B) The aggregate total of the joint venture is not
small under the size standard corresponding to the NAICS
code assigned to the contract and either—
(1) For a revenue-based size standard, the estimated contract value exceeds half the size standard corresponding to the NAICS code assigned to the contract; or
(2) For an employee-based size standard, the
estimated contract value exceeds $10 million.
(iii) Joint venture. Concerns submitting offers on a
particular acquisition as joint ventures are considered as affiliated and controlling or having the power to control each other
with regard to performance of the contract. Moreover, an
ostensible subcontractor which is to perform primary or vital
requirements of a contract may have a controlling role such to
be considered a joint venturer affiliated on the contract with
the prime contractor. A joint venture affiliation finding is lim-
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ited to particular contracts unless the SBA size determination
finds general affiliation between the parties. The rules governing 8(a) Program joint ventures are described in
13 CFR 124.513.
(iv) Where a concern is not considered as being an
affiliate of a concern with which it is participating in a joint
venture, it is necessary, nevertheless, in computing annual
receipts, etc., for the purpose of applying size standards, to
include such concern’s share of the joint venture receipts (as
distinguished from its share of the profits of such venture).
(v) Franchise and license agreements. If a concern
operates or is to operate under a franchise (or a license) agreement, the following policy is applicable: In determining
whether the franchisor controls or has the power to control
and, therefore, is affiliated with the franchisee, the restraints
imposed on a franchisee by its franchise agreement shall not
be considered, provided that the franchisee has the right to
profit from its effort and the risk of loss or failure, commensurate with ownership. Even though a franchisee may not be
controlled by the franchisor by virtue of the contractual relationship between them, the franchisee may be controlled by
the franchisor or others through common ownership or common management, in which case they would be considered as
affiliated.
(vi) Size determination for teaming arrangements.
For size determination purposes, apply the size standard tests
in paragraphs (7)(i)(A) and (B) of this section when a teaming
arrangement of two or more business concerns submits an
offer, as appropriate.
“Annual receipts.” (1) Annual receipts of a concern which
has been in business for 3 or more complete fiscal years means
the annual average gross revenue of the concern taken for the
last 3 fiscal years. For the purpose of this definition, gross revenue of the concern includes revenues from sales of products
and services, interest, rents, fees, commissions and/or whatever other sources derived, but less returns and allowances,
sales of fixed assets, interaffiliate transactions between a concern and its domestic and foreign affiliates, and taxes collected for remittance (and if due, remitted) to a third party.
Such revenues shall be measured as entered on the regular
books of account of the concern whether on a cash, accrual,
or other basis of accounting acceptable to the U.S. Treasury
Department for the purpose of supporting Federal income tax
returns, except when a change in accounting method from
cash to accrual or accrual to cash has taken place during such
3-year period, or when the completed contract method has
been used.
(i) In any case of change in accounting method from
cash to accrual or accrual to cash, revenues for such 3-year
period shall, prior to the calculation 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
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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 accounts, but which is subject to U.S. Federal
income taxation, “annual receipts” shall be measured as
reported, or to be reported to the U.S. Treasury Department,
Internal Revenue Service, for Federal income tax purposes,
except that any return based on a change in accounting method
or on the completed 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 multiplied by 52. In calculating total receipts,
the definitions and adjustments related to a change of accounting method and the completed contract method of
paragraph (1) of this definition, are applicable.
“Number of employees” is a measure of the average
employment of a business concern and means its average
employment, 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 periods 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 concern and its affiliates during the period that such concern has been in existence
based on the number of persons employed during each of the
pay periods of the period that such concern has been in business. If a business has acquired an affiliate during the applicable 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.
19.102 Size standards.
(a)(1) The SBA establishes small business size standards
on an industry-by-industry basis. (See 13 CFR Part 121).
Small business size standards matched to industry NAICS
codes are published by the Small Business Administration and
are available at http://www.sba.gov/content/table-small-business-size-standards.
(2) NAICS codes are updated by the Office of Management and Budget through its Economic Classification Policy
Committee every five years. New NAICS codes are not available for use in Federal contracting until the Small Business
Administration publishes corresponding industry size standards (see 19.102(a)(1)).
(b) Small business size standards are applied by—
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(1) Classifying the product or service being acquired in
the industry whose definition, as found in the North American
Industry Classification System (NAICS) Manual (available at
http://www.census.gov/eos/www/naics/), best describes the
principal nature of the product or service 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 appropriately 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 service 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.
(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 “nonmanufacturer”), 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, furnishes in the performance of
the contract, the product of a small business manufacturer or
producer. The end product furnished must be manufactured or
produced in the United States or its outlying areas. The term
“nonmanufacturer” 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 manufacturer of the end product being acquired. The
manufacturer of the end product being acquired is the concern
that, with its own forces, transforms inorganic or organic substances including raw materials and/or miscellaneous parts or
components into the end product. However, see the limitations
on subcontracting at 52.219-14 that apply to any small business offeror other than a nonmanufacturer for purposes of setasides and 8(a) awards.
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(2) A concern which purchases items and packages
them into a kit is considered to be a nonmanufacturer small
business and can qualify as such for a given acquisition if it
meets the size qualifications of a small nonmanufacturer 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 Certificate of Competency on an unrestricted acquisition, a small business nonmanufacturer may furnish any domestically produced or
manufactured product.
(4) In the case of acquisitions set aside for small business or awarded under section 8(a) of the Small Business Act,
when the acquisition is for a specific product (or a product in
a class of products) for which the SBA has determined that
there are no small business manufacturers or processors in the
Federal market, then the SBA may grant a class waiver so that
a nonmanufacturer 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, contact an SBA Office of
Government Contracting. A listing is also available on SBA’s
Internet Homepage at http://www.sba/content/class-waivers.
Contracting officers may request that the SBA waive the nonmanufacturer rule for a particular class of products.
(5) For a specific solicitation, a contracting 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 no known domestic small business
manufacturers or processors can reasonably be expected to
offer a product meeting the requirements 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 manufactured 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 product that is manufactured or produced in the United States or its outlying
areas.
(8) For non-manufacturer rules pertaining to HUBZone
contracts, see 19.1303(e).
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sion, or the SBA Associate Administrator for the SBA program involved. The appeal must be filed with the—
Office of Hearings and Appeals
Small Business Administration
Suite 5900, 409 3rd Street, SW
Washington, DC 20416

within the time limits and in strict accordance with the procedures contained in Subpart C of 13 CFR 134. It is within the
discretion of the SBA Judge whether to accept an appeal from
a size determination. If the Judge decides not to consider such
an appeal, the Judge will issue an order denying review and
specifying the reasons for the decision. The SBA will inform
the contracting officer of its ruling on the appeal. The SBA
decision, if received before award, will apply to the pending
acquisition. SBA rulings received after award shall not apply
to that acquisition.
(j) A protest that is not timely, even though received before
award, shall be forwarded to the SBA Government Contracting Area Office (see paragraph (c)(1) of this section), with a
notation on it that the protest is not timely. The protester shall
be notified that the protest cannot be considered on the instant
acquisition but has been referred to SBA for its consideration
in any future actions. A protest received by a contracting
officer after award of a contract shall be forwarded to the SBA
Government Contracting Area Office with a notation that
award has been made. The protester shall be notified that the
award has been made and that the protest has been forwarded
to SBA for its consideration in future actions.
(k) When a concern is found to be other than small under
a protest concerning a size status rerepresentation made in
accordance with the clause at 52.219-28, Post-Award Small
Business Program Rerepresentation, a contracting officer
may permit contract performance to continue, issue orders, or
exercise option(s), because the contract remains a valid contract.
19.303 Determining North American Industry
Classification System (NAICS) codes and size
standards.
(a) The contracting officer shall determine the appropriate
NAICS code and related small business size standard and
include them in solicitations above the micro-purchase
threshold. For information on size standards matched to
industry NAICS codes, including the use of new NAICS
codes, see also 19.102(a).
(b) If different products or services are required in the same
solicitation, the solicitation shall identify the appropriate
small business size standard for each product or service.
(c) The contracting officer’s determination is final unless
appealed as follows:
(1) An appeal from a contracting officer’s NAICS code
designation and the applicable size standard must be served
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and filed within 10 calendar days after the issuance of the initial solicitation. SBA’s Office of Hearings and Appeals (OHA)
will dismiss summarily an untimely NAICS code appeal.
(2)(i) The appeal petition must be in writing and must
be addressed to the—
Office of Hearings and Appeals
Small Business Administration
Suite 5900, 409 3rd Street, SW
Washington, DC 20416

(ii) There is no required format for the appeal; however, the appeal must include—
(A) The solicitation or contract number and the
name, address, and telephone number of the contracting
officer;
(B) A full and specific statement as to why the
size determination or NAICS code designation is allegedly
erroneous and argument supporting the allegation; and
(C) The name, address, telephone number, and
signature of the appellant or its attorney.
(3) The appellant must serve the appeal petition upon—
(i) The SBA official who issued the size
determination;
(ii) The contracting officer who assigned the NAICS
code to the acquisition;
(iii) The business concern whose size status is at
issue;
(iv) All persons who filed protests; and
(v) SBA’s Office of General Counsel.
(4) Upon receipt of a NAICS code appeal, OHA will
notify the contracting officer by a notice and order of the date
OHA received the appeal, the docket number, and Judge
assigned to the case. The contracting officer’s response to the
appeal, if any, must include argument and evidence (see
13 CFR Part 134), and must be received by OHA within
10 calendar days from the date of the docketing notice and
order, unless otherwise specified by the Administrative Judge.
Upon receipt of OHA’s docketing notice and order, the contracting officer must immediately send to OHA a copy of the
solicitation relating to the NAICS code appeal.
(5) After close of record, OHA will issue a decision and
inform the contracting officer. If OHA’s decision is received
by the contracting officer before the date the offers are due, the
decision shall be final and the solicitation must be amended to
reflect the decision, if appropriate. OHA’s decision received
after the due date of the initial offers shall not apply to the
pending solicitation but shall apply to future solicitations of
the same products or services.
19.304 Disadvantaged business status.
(a) To be eligible to receive a benefit as a prime contractor
based on its disadvantaged status, a concern, at the time of its
offer, must either be certified as a small disadvantaged busi-
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ness (SDB) concern or have a completed SDB application
pending at the SBA or a Private Certifier (see 19.001).
(b) The contracting officer may accept an offeror’s representation that it is an SDB concern for general statistical purposes. The provision at 52.219-1, Small Business Program
Representations, or 52.212-3(c)(4), Offeror Representations
and Certifications-Commercial Items, is used to collect SDB
data for general statistical purposes.
(c) The provision at 52.219-22, Small Disadvantaged Business Status, or 52.212-3(c)(8), Offeror Representations and
Certifications-Commercial Items, is used to obtain SDB status when the prime contractor may receive a benefit based on
its disadvantaged status. The mechanisms that may provide
benefits on the basis of disadvantaged status as a prime contractor are a price evaluation adjustment for SDB concerns
(see Subpart 19.11), and an evaluation factor or subfactor for
SDB participation (see 19.1202).
(1) If the apparently successful offeror has represented
that it is currently certified as an SDB, the contracting officer
may confirm that the concern is identified as a small disadvantaged business concern by accessing SBA’s database
(PRO-Net) or by contacting the SBA’s Office of Small Disadvantaged Business Certification and Eligibility.
(2) If the apparently successful offeror has represented
that its SDB application is pending at the SBA or a Private
Certifier, and its position as the apparently successful offeror
is due to the application of the price evaluation adjustment, the
contracting officer shall follow the procedure in paragraph (d)
of this section.
(d) Notifications to SBA of potential awards to offerors
with pending SDB applications.
(1) The contracting officer shall notify the—
Small Business Administration
Assistant Administrator for SDBCE
409 Third Street, SW
Washington, DC 20416.

The notification shall contain the name of the apparently successful offeror, and the names of any other offerors that have
represented that their applications for SDB status are pending
at the SBA or a Private Certifier and that could receive the
award due to the application of a price evaluation adjustment
if the apparently successful offeror is determined not to be an
SDB by the SBA.
(2) The SBA will, within 15 calendar days after receipt
of the notification, determine the disadvantaged status of the
apparently successful offeror and, as appropriate, any other
offerors referred by the contracting officer and will notify the
contracting officer.
(3) If the contracting officer does not receive an SBA
determination within 15 calendar days after the SBA’s receipt
of the notification, the contracting officer shall presume that
the apparently successful offeror, and any other offerors
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referred by the contracting officer, are not disadvantaged, and
shall make award accordingly, unless the contracting officer
grants an extension to the 15-day response period. No written
determination is required for the contracting officer to make
award at any point following the expiration of the 15-day
response period.
(4) When the contracting officer makes a written determination that award must be made to protect the public interest, the contracting officer may proceed to contract award
without notifying SBA or before receiving a determination of
SDB status from SBA during the 15-day response period. In
both cases, the contracting officer shall presume that the
apparently successful offeror, or any other offeror referred to
the SBA whose SDB application is pending, is not an SDB
and shall make award accordingly.
19.305 Protesting a representation of disadvantaged
business status.
(a) This section applies to protests of a small business concern’s disadvantaged status as a prime contractor. Protests of
a small business concern’s disadvantaged status as a subcontractor are processed under 19.703(a)(2). Protests of a concern’s size as a prime contractor are processed under 19.302.
Protests of a concern’s size as a subcontractor are processed
under 19.703(b). An offeror, the contracting officer, or the
SBA may protest the apparently successful offeror’s representation of disadvantaged status if the concern is eligible to
receive a benefit based on its disadvantaged status (see
Subpart 19.11 and 19.1202.)
(b) An offeror, excluding an offeror determined by the contracting officer to be non-responsive or outside the competitive range, or an offeror that SBA has previously found to be
ineligible for the requirement at issue, may protest the apparently successful offeror’s representation of disadvantaged status by filing a protest in writing with the contracting officer.
SBA regulations concerning protests are contained in
13 CFR 124, Subpart B. The protest—
(1) Must be filed within the times specified in
19.302(d)(1); and
(2) Must contain specific facts or allegations supporting
the basis of protest.
(c) The contracting officer or the SBA may protest in writing a concern’s representation of disadvantaged status at any
time following bid opening or notification of intended award.
(1) If a contracting officer’s protest is based on information provided by a party ineligible to protest directly or
ineligible to protest under the timeliness standard, the contracting officer must be persuaded by the evidence presented
before adopting the grounds for protest as his or her own.
(2) The SBA may protest a concern’s representation of
disadvantaged status by filing directly with its Assistant
Administrator for Small Disadvantaged Business Certification and Eligibility and notifying the contracting officer.

