Collection of Information for Compliance with Limitations on Subcontracting
Awards

Small business concerns may be required to provide certain information to the
applicable Contracting Officer to show that the small business has complied with
the requirements below, where applicable. Contracting Officer will identify the
specific information to be provided for each contract awarded under a full or
partial small business set-aside, or awarded under a HUBZone, WOSB/EDWOSB,
Service-Disabled Veterans-Owned Small Business or 8(a) Business Development
program set-aside, but such information could include, identification of non-
similarly situated subcontractors and the dollar amount that the prime contractor
has received from the Government and which has been paid to such
subcontractors, and the costs to be excluded from the limitation on
subcontracting calculation (such as costs for materials).

Federal Acquisition Regulation (FAR) section 1.602-2 -- Responsibilities.

Contracting officers are responsible for ensuring performance of all necessary
actions for effective contracting, ensuring compliance with the terms of the
contract, and safeguarding the interests of the United States in its contractual
relationships. In order to perform these responsibilities, contracting officers
should be allowed wide latitude to exercise business judgment. ***

* % x%

FAR section 52.219-3-HUBZone Set-Aside or Sole Source Award.

* % *%

(d) Agreement. A HUBZone small business concern agrees that in the
performance of the contract, in the case of a contract for—

(1) Services (except construction), at least 50 percent of the cost of personnel for
contract performance will be spent for employees of the concern or employees of
other HUBZone small business concerns;



(2) Supplies (other than acquisition from a nonmanufacturer of the supplies), at
least 50 percent of the cost of manufacturing, excluding the cost of materials, will
be performed by the concern or other HUBZone small business concerns;

(3) General construction.

(i) At least 15 percent of the cost of contract performance to be incurred for
personnel will be spent on the HUBZone prime contractor’s employees;

(ii) At least 50 percent of the cost of the contract performance to be incurred for
personnel will be spent on the HUBZone prime contractor’s employees or on a
combination of the HUBZone prime contractor’s employees and employees of
HUBZone small business concern subcontractors; and

(iii) No more than 50 percent of the cost of contract performance to be incurred
for personnel will be subcontracted to concerns that are not HUBZone small
business concerns; or

(4) Construction by special trade contractors.

(i) At least 25 percent of the cost of contract performance to be incurred for
personnel will be spent on the HUBZone prime contractor’s employees;

(ii) At least 50 percent of the cost of the contract performance to be incurred for
personnel will be spent on the HUBZone prime contractor’s employees or on a
combination of the HUBZone prime contractor’s employees and employees of
HUBZone small business concern subcontractors;

(iii) No more than 50 percent of the cost of contract performance to be incurred
for personnel will be subcontracted to concerns that are not HUBZone small
business concerns.

(e) A HUBZone joint venture agrees that, in the performance of the contract, the
applicable percentage specified in paragraph (d) of this clause will be performed
by the aggregate of the HUBZone small business participants.

(f)(1) When the total value of the contract exceeds $25,000, a HUBZone small
business concern nonmanufacturer agrees to furnish in performing this contract
only end items manufactured or produced by HUBZone small business concern
manufacturers.



FAR section 52.219-4 Price Evaluation Preference for HUBZone Small Business
Concerns.

* 3k %

(d) Agreement. A HUBZone small business concern agrees that in the
performance of the contract, in the case of a contract for—

(1) Services (except construction), at least 50 percent of the cost of personnel for
contract performance will be spent for employees of the concern or employees of
other HUBZone small business concerns;

(2) Supplies (other than procurement from a nonmanufacturer of such supplies),
at least 50 percent of the cost of manufacturing, excluding the cost of materials,
will be performed by the concern or other HUBZone small business concerns;

(3) General construction.

(i) At least 15 percent of the cost of contract performance to be incurred for
personnel will be spent on the prime contractor’s employees;

(ii) At least 50 percent of the cost of the contract performance to be incurred for
personnel will be spent on the prime contractor’s employees or on a combination
of the prime contractor’s employees and employees of HUBZone small business
concern subcontractors;

(iii) No more than 50 percent of the cost of contract performance to be incurred
for personnel will be subcontracted to concerns that are not HUBZone small
business concerns; or

(4) Construction by special trade contractors.

(i) At least 25 percent of the cost of contract performance to be incurred for
personnel will be spent on the prime contractor’s employees;

(ii) At least 50 percent of the cost of the contract performance to be incurred for
personnel will be spent on the prime contractor’s employees or on a combination
of the prime contractor’s employees and employees of HUBZone small business
concern subcontractors;



(iii) No more than 50 percent of the cost of contract performance to be incurred
for personnel will be subcontracted to concerns that are not HUBZone small
business concerns.

(e) A HUBZone joint venture agrees that the aggregate of the HUBZone small
business concerns to the joint venture, not each concern separately, will perform
the applicable percentage of work requirements.

(f)(1) When the total value of the contract exceeds $25,000, a HUBZone small
business concern nonmanufacturer agrees to furnish in performing this contract
only end items manufactured or produced by HUBZone small business concern
manufacturers.

(2) When the total value of the contract is equal to or less than $25,000, a
HUBZone small business concern nonmanufacturer may provide end items
manufactured by other than a HUBZone small business concern manufacturer
provided the end items are produced or manufactured in the United States.

FAR section 52.219-6 Total Small Business Set-Aside.

* % x%

(d) Agreement. A small business concern submitting an offer in its own name
shall furnish, in performing the contract, only end items manufactured or
produced by small business concerns in the United States or its outlying areas. If
this procurement is processed under simplified acquisition procedures and the
total amount of this contract does not exceed $25,000, a small business concern
may furnish the product of any domestic firm. This paragraph does not apply to
construction or service contracts.

FAR section 52.219-7 Partial Small Business Set-Aside.

* %k X

(c) Agreement. For the set-aside portion of the acquisition, a small business
concern submitting an offer in its own name shall furnish, in performing the
contract, only end items manufactured or produced by small business concerns in
the United States or its outlying areas. If this procurement is processed under
simplified acquisition procedures and the total amount of this contract does not



exceed $25,000, a small business concern may furnish the product of any
domestic firm. This paragraph does not apply to construction or service contracts.

FAR section 52.219-14 -- Limitations on Subcontracting. (DEVIATION 2019-
00003)

As prescribed in 19.508(e) or 19.811-3(e), insert the following clause:
Limitations on Subcontracting (Jan 2017)

(a) This clause does not apply to the unrestricted portion of a partial set-aside.
(b) Applicability. This clause applies only to--

(1) Contracts that have been set aside or reserved for small business concerns or
8(a) participants;

(2) Part or parts of a multiple-award contract that have been set aside for small
business concerns or 8(a) participants; and

(3) Orders set aside for small business or 8(a) participants under multiple-award
contracts as described in 8.405-5 and 16.505(b)(2)(i)(F).

(c) By submission of an offer and execution of a contract, the Offeror/Contractor
agrees that in performance of the contract in the case of a contract for --

(1) Services (except construction). At least 50 percent of the cost of contract
performance incurred for personnel shall be expended for employees of the
concern.

(2) Supplies (other than procurement from a nonmanufacturer of such supplies).
The concern shall perform work for at least 50 percent of the cost of
manufacturing the supplies, not including the cost of materials.

(3) General construction. The concern will perform at least 15 percent of the cost
of the contract, not including the cost of materials, with its own employees.

(4) Construction by special trade contractors. The concern will perform at least 25
percent of the cost of the contract, not including the cost of materials, with its
own employees.

(End of Clause)



Class Deviation 2019-00003—Limitations on Subcontracting for Small Business.
Effective immediately this deviation remains in effect until it is incorporated
into the FAR and DFARS, or otherwise rescinded

52.219-14 Limitations on Subcontracting (DEVIATION 2019-00003).

Insert the following clause in solicitations and contracts for supplies, services, and
construction, if any portion of the requirement is to be set aside for small
business and the contract amount is expected to exceed the simplified acquisition
threshold. This includes multiple-award contracts when orders may be set aside
for small business concerns, as described in 8.405-5 and 16.505(b)(2)(i)(F):

Limitations on Subcontracting (DEVIATION 2019-00003)
(a) This clause does not apply to the unrestricted portion of a partial set-aside.
(b) Definition. As used in this clause—

“Similarly situated entity” means a first-tier subcontractor, including an
independent contractor, that has the same small business program status as that
which qualified the prime contractor for the award and that is considered small
for the NAICS code the prime contractor assigned to the subcontract the
subcontractor will perform. An example of a similarly situated entity is a first-tier
subcontractor that is a HUBZone small business concern for a HUBZone set-aside
or sole source award under the HUBZone Program.

(c) Applicability. This clause applies only to—

(1) Contracts that have been set aside or reserved for small business concerns or
8(a) participants;

(2) Part or parts of a multiple-award contract that have been set aside for small
business concerns or 8(a) participants; and

(3) Orders set aside for small business or 8(a) participants under multiple-award
contracts as described in 8.405-5 and 16.505(b)(2)(i)(F).

(d) Independent contractors. An independent contractor shall be considered a
subcontractor.



(e) Agreement. By submission of an offer and execution of a contract, the
Offeror/Contractor agrees in performance of the contract in the case of a contract
for—

(1) Services (except construction), it will not pay more than 50 percent of the
amount paid by the Government for contract performance to subcontractors that
are not similarly situated entities. Any work that a similarly situated entity further
subcontracts will count toward the 50 percent subcontract amount that cannot
be exceeded;

(2) Supplies (other than procurement from a non-manufacturer of such supplies),
it will not pay more than 50 percent of the amount paid by the Government for
contract performance, excluding the cost of materials, to subcontractors that are
not similarly situated entities. Any work that a similarly situated entity further
subcontracts will count toward the 50 percent subcontract amount that cannot
be exceeded;

(3) General construction, it will not pay more than 85 percent of the amount paid
by the Government for contract performance, excluding the cost of materials, to
subcontractors that are not similarly situated entities. Any work that a similarly
situated entity further subcontracts will count toward the 85 percent subcontract
amount that cannot be exceeded; or

(4) Construction by special trade contractors, it will not pay more than 75 percent
of the amount paid by the Government for contract performance, excluding the
cost of materials, to subcontractors that are not similarly situated entities. Any
work that a similarly situated entity further subcontracts will count toward the 75
percent subcontract amount that cannot be exceeded.

(f) A joint venture agrees that, in the performance of the contract, the applicable
percentage specified in paragraph (e) of this clause will be performed by the
aggregate of the joint venture participants.

52.219-18 Notification Competition Limited to Eligible 8(a) Participants

(d) (1) Agreement. A small business concern submitting an offer in its own name
shall furnish, in performing the contract, only end items manufactured or
produced by small business concerns in the United States or its outlying areas. If



this procurement is processed under simplified acquisition procedures and the
total amount of this contract does not exceed $25,000, a small business concern
may furnish the product of any domestic firm. This paragraph does not apply in
connection with construction or service contracts.

52.219-27 Notice of Service-Disabled Veteran-Owned Small Business Set-Aside.

Agreement. A service-disabled veteran-owned small business concern agrees that
in the performance of the contract, in the case of a contract for—

(1) Services (except construction), at least 50 percent of the cost of personnel for
contract performance will be spent for employees of the concern or employees of
other service-disabled veteran-owned small business concerns;

(2) Supplies (other than acquisition from a nonmanufacturer of the supplies), at
least 50 percent of the cost of manufacturing, excluding the cost of materials, will
be performed by the concern or other service-disabled veteran-owned small
business concerns;

(3) General construction, at least 15 percent of the cost of the contract
performance incurred for personnel will be spent on the concern’s employees or
the employees of other service-disabled veteran-owned small business concerns;
or

(4) Construction by special trade contractors, at least 25 percent of the cost of the
contract performance incurred for personnel will be spent on the concern’s
employees or the employees of other service-disabled veteran-owned small
business concerns.

52.219-29 Notice of Set-Aside for, or Sole Source Award to, Economically
Disadvantaged Women-Owned Small Business Concerns.

* % *%

(d) Agreement. An EDWOSB concern agrees that in the performance of the
contract for—

(1) Services (except construction), the concern will perform at least 50 percent of
the cost of the contract incurred for personnel with its own employees;



(2) Supplies or products (other than procurement from a non-manufacturer in
such supplies or products), the concern will perform at least 50 percent of the
cost of manufacturing the supplies or products (not including the costs of
materials);

(3) General construction, the concern will perform at least 15 percent of the cost
of the contract with its own employees (not including the costs of materials); and

(4) Construction by special trade contractors, the concern will perform at least 25
percent of the cost of the contract with its own employees (not including the cost
of materials).

(e) Joint Venture. A joint venture may be considered an EDWOSB concern if—

(1) It meets the applicable size standard corresponding to the NAICS code
assigned to the contract, unless an exception to affiliation applies pursuant to 13
CFR 121.103(h)(3);

(2) The EDWOSB participant of the joint venture is designated in the System for
Award Management as an EDWOSB concern;

(3) The parties to the joint venture have entered into a written joint venture
agreement that contains provisions—

(i) Setting forth the purpose of the joint venture;

(ii) Designating an EDWOSB concern as the managing venturer of the joint
venture, and an employee of the managing venturer as the project manager
responsible for the performance of the contract;

(iii) Stating that not less than 51 percent of the net profits earned by the joint
venture will be distributed to the EDWOSB;

(iv) Specifying the responsibilities of the parties with regard to contract
performance, sources of labor, and negotiation of the EDWOSB contract; and

(v) Requiring the final original records be retained by the managing venturer upon
completion of the EDWOSB contract performed by the joint venture.

(4) The joint venture performs the applicable percentage of work required in
accordance with paragraph (d) above; and



(5) The procuring activity executes the contract in the name of the EDWOSB or
joint venture.

52.219-30 Notice of Set-Aside for, or Sole Source Award to, Women-Owned
Small Business Concerns Eligible Under the Women-Owned Small Business
Program.

* % x%

(d) Agreement. A WOSB concern eligible under the WOSB Program agrees that in
the performance of the contract for—

(1) Services (except construction), the concern will perform at least 50 percent of
the cost of the contract incurred for personnel with its own employees;

(2) Supplies or products (other than procurement from a non-manufacturer in
such supplies or products), the concern will perform at least 50 percent of the
cost of manufacturing the supplies or products (not including the costs of
materials);

(3) General construction, the concern will perform at least 15 percent of the cost
of the contract with its own employees (not including the costs of materials); and

(4) Construction by special trade contractors, the concern will perform at least 25
percent of the cost of the contract with its own employees (not including cost of
materials).

(e) Joint Venture. A joint venture may be considered a WOSB concern eligible
under the WOSB Program if—

(1) It meets the applicable size standard corresponding to the NAICS code
assigned to the contract, unless an exception to affiliation applies pursuant to 13
CFR 121.103(h)(3);

(2) The WOSB participant of the joint venture is designated in the System for
Award Management as a WOSB concern;

(3) The parties to the joint venture have entered into a written joint venture
agreement that contains provisions -

(i) Setting forth the purpose of the joint venture;
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(ii) Designating a WOSB concern eligible under the WOSB Program as the
managing venturer of the joint venture, and an employee of the managing
venturer as the project manager responsible for the performance of the contract;

(i) Stating that not less than 51 percent of the net profits earned by the joint
venture will be distributed to the WOSB;

(iv) Specifying the responsibilities of the parties with regard to contract
performance, sources of labor, and negotiation of the WOSB contract; and

(v) Requiring the final original records be retained by the managing venturer upon
completion of the WOSB contract performed by the joint venture.

(4) The joint venture must perform the applicable percentage of work required in
accordance with paragraph (d) above; and

(5) The procuring activity executes the contract in the name of the WOSB concern
eligible under the WOSB Program or joint venture.

13 C.F.R. §125.6 What are the prime contractor's limitations on
subcontracting?

(a) General. In order to be awarded a full or partial small business set-aside
contract with a value greater than the simplified acquisition threshold (as defined
in the FAR at 48 CFR 2.101)” in paragraph (a) introductory text; and an 8(a)
contract, an SDVO SBC contract, a HUBZone contract, a WOSB or EDWOSB
contract pursuant to part 127 of this chapter, a small business concern must
agree that:

(1) In the case of a contract for services (except construction), it will not pay more
than 50% of the amount paid by the government to it to firms that are not
similarly situated. Any work that a similarly situated subcontractor further
subcontracts will count towards the 50% subcontract amount that cannot be
exceeded.

(2)(i) In the case of a contract for supplies or products (other than from a
nonmanufacturer of such supplies), it will not pay more than 50% of the amount
paid by the government to it to firms that are not similarly situated. Any work
that a similarly situated subcontractor further subcontracts will count towards the
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50% subcontract amount that cannot be exceeded. Cost of materials are excluded
and not considered to be subcontracted.

(ii) In the case of a contract for supplies from a nonmanufacturer, it will supply
the product of a domestic small business manufacturer or processor, unless a
waiver as described in §121.406(b)(5) of this chapter is granted.

(A) For a multiple item procurement where a waiver as described in §121.406(b)
(5) of this chapter has not been granted for one or more items, more than 50% of
the value of the products to be supplied by the nonmanufacturer must be the
products of one or more domestic small business manufacturers or processors.

(B) For a multiple item procurement where a waiver as described in §121.406(b)
(5) of this chapter is granted for one or more items, compliance with the
limitation on subcontracting requirement will not consider the value of items
subject to a waiver. As such, more than 50% of the value of the products to be
supplied by the nonmanufacturer that are not subject to a waiver must be the
products of one or more domestic small business manufacturers or processors.

(C) For a multiple item procurement, the same small business concern may act as
both a manufacturer and a nonmanufacturer.

* % %

(3) In the case of a contract for general construction, it will not pay more than
85% of the amount paid by the government to it to firms that are not similarly
situated. Any work that a similarly situated subcontractor further subcontracts
will count towards the 85% subcontract amount that cannot be exceeded. Cost of
materials are excluded and not considered to be subcontracted.

(4) In the case of a contract for special trade contractors, no more than 75% of the
amount paid by the government to the prime may be paid to firms that are not
similarly situated. Any work that a similarly situated subcontractor further
subcontracts will count towards the 75% subcontract amount that cannot be
exceeded. Cost of materials are excluded and not considered to be

subcontracted.

(b) Mixed contracts. Where a contract combines services and supplies, the
contracting officer shall select the appropriate NAICS code as prescribed in
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§121.402(b) of this chapter. The contracting officer's selection of the applicable
NAICS code is determinative as to which limitation on subcontracting and
performance requirement applies. In no case shall the requirements of paragraph
(a)(1) and (a)(2) of this section both apply to the same contract. The relevant
limitation on subcontracting in paragraph (a)(1) or (a)(2) of this section shall apply
only to that portion of the contract award amount.

* % %

(c) Subcontracts to similarly situated entities. A small business concern prime
contractor that receives a contract listed in paragraph (a) of this section and
spends contract amounts on a subcontractor that is a similarly situated entity
shall not consider those subcontracted amounts as subcontracted for purposes of
determining whether the small business concern prime contractor has violated
paragraph (a) of this section, to the extent the subcontractor performs the work
with its own employees. Any work that the similarly situated subcontractor does
not perform with its own employees shall be considered subcontracted SBA will
also exclude a subcontract to a similarly situated entity from consideration under
the ostensible subcontractor rule (§121.103(h)(4)).

* % *k

(d) HUBZone procurement for commodities. In the case of a HUBZone contract for
the procurement of agricultural commodities, a HUBZone SBC may not purchase
the commodity from a subcontractor if the subcontractor will supply the
commodity in substantially the final form in which it is to be supplied to the
Government.

(e) Determining compliance with applicable limitation on subcontracting. The
period of time used to determine compliance for a total or partial set-aside
contract will be the base term and then each subsequent option period. For an
order set aside under a full and open contract or a full and open contract with
reserve, the agency will use the period of performance for each order to
determine compliance unless the order is competed among small and other-than-
small businesses (in which case the subcontracting limitations will not apply).

(1) The contracting officer, in his or her discretion, may require the concern to
comply with the applicable limitations on subcontracting and the
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nonmanufacturer rule for each order awarded under a total or partial set-aside
contract.

(2) Compliance will be considered an element of responsibility and not a
component of size eligibility.

(3) Work performed by an independent contractor shall be considered a
subcontract, and may count toward meeting the applicable limitation on
subcontracting where the independent contractor qualifies as a similarly situated
entity.

(f) Inapplicability of limitations on subcontracting. The limitations on
subcontracting do not apply to:

(1) Small business set-aside contracts with a value that is greater than the micro-
purchase threshold but less than or equal to the simplified acquisition threshold
(as both terms are defined in the FAR at 48 CFR 2.101); or

(2) Subcontracts (except where a prime is relying on a similarly situated entity to
meet the applicable limitations on subcontracting).

(g) Request to change applicable limitation on subcontracting. SBA may use
different percentages if the Administrator determines that such action is
necessary to reflect conventional industry practices among small business
concerns that are below the numerical size standard for businesses in that
industry group. Representatives of a national trade or industry group or any
interested SBC may request a change in subcontracting percentage requirements
for the categories defined by six digit industry codes in the North American
Industry Classification System (NAICS) pursuant to the following procedures:

(1) Format of request. Requests from representatives of a trade or industry group
and interested SBCs should be in writing and sent or delivered to the Director,
Office of Government Contracting, U.S. Small Business Administration, 409 3rd
Street SW., Washington, DC 20416. The requester must demonstrate to SBA that
a change in percentage is necessary to reflect conventional industry practices
among small business concerns that are below the numerical size standard for
businesses in that industry category, and must support its request with
information including, but not limited to:
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(i) Information relative to the economic conditions and structure of the entire
national industry;

(ii) Market data, technical changes in the industry and industry trends;

(iii) Specific reasons and justifications for the change in the subcontracting
percentage;

(iv) The effect such a change would have on the Federal procurement process;
and

(v) Information demonstrating how the proposed change would promote the
purposes of the small business, 8(a), SDVO, HUBZone, WOSB, or EDWOSB
programs.

(2) Notice to public. Upon an adequate preliminary showing to SBA, SBA will
publish in the Federal Register a notice of its receipt of a request that it considers
a change in the subcontracting percentage requirements for a particular industry.
The notice will identify the group making the request, and give the public an
opportunity to submit information and arguments in both support and
opposition.

(3) Comments. SBA will provide a period of not less than 30 days for public
comment in response to the Federal Register notice.

(4) Decision. SBA will render its decision after the close of the comment period. If
SBA decides against a change, SBA will publish notice of its decision in the Federal
Register. Concurrent with the notice, SBA will advise the requester of its decision
in writing. If SBA decides in favor of a change, SBA will propose an appropriate
change to this part.

(h) Penalties. Whoever violates the requirements set forth in paragraph (a) of this
section shall be subject to the penalties prescribed in 15 U.S.C. 645(d), except that
the fine shall be treated as the greater of $500,000 or the dollar amount spent, in
excess of permitted levels, by the entity on subcontractors. A party's failure to
comply with the spirit and intent of a subcontract with a similarly situated entity
may be considered a basis for debarment on the grounds, including but not
limited to, that the parties have violated the terms of a Government contract or
subcontract pursuant to FAR 9.406-2(b)(1)(i) (48 CFR 9.406-2(b)(1)(i)).
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