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§125.9 What are the rules governing
SBA’s small business mentor-
protégé program?

(a) General. The small business men-
tor-protégé program is designed to en-
hance the capabilities of protégé firms
by requiring approved mentors to pro-
vide business development assistance
to protégé firms and to improve the
protégeé firms’ ability to successfully
compete for federal contracts. This as-
sistance may include technical and/or
management assistance; financial as-
sistance in the form of equity invest-
ments and/or loans; subcontracts (ei-
ther from the mentor to the protégé or
from the protégé to the mentor); trade
education; and/or assistance in per-
forming prime contracts with the Gov-
ernment through joint venture ar-
rangements. Mentors are encouraged to
provide assistance relating to the per-
formance of contracts set aside or re-
served for small business so that
protégé firms may more fully develop
their capabilities.

(b) Mentors. Any concern that dem-
onstrates a commitment and the abil-
ity to assist small business concerns
may act as a mentor and receive bene-
fits as set forth in this section. This in-
cludes other than small businesses.

(1) In order to qualify as a mentor, a
concern must demonstrate that it:

(i) Is capable of carrying out its re-
sponsibilities to assist the protége firm
under the proposed mentor-protégé
agreement;

(i1) Possesses good character;

(iii) Does not appear on the federal
list of debarred or suspended contrac-
tors; and

(iv) Can impart value to a protégeé
firm due to lessons learned and prac-
tical experience gained or through its
knowledge of general business oper-
ations and government contracting.

(2) In order to demonstrate that it is
capable of carrying out its responsibil-
ities to assist the protégé firm under
the proposed mentor-protégé agree-
ment, a firm seeking to be a mentor
may submit to the SBA copies of the
federal tax returns it submitted to the
IRS, or audited financial statements,
including any notes, or in the case of
publicly traded concerns, the filings re-
quired by the Securities and Exchange
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Commission (SEC), for the past three
years.

(3) Once approved, a mentor must an-
nually certify that it continues to pos-
sess good character and a favorable fi-
nancial position.

(4) Generally, a mentor will have no
more than one protégé at a time. How-
ever, SBA may authorize a concern to
mentor more than one protégé at a
time where it can demonstrate that the
additional mentor-protégé relationship
will not adversely affect the develop-
ment of either protégé firm (e.g., the
second firm may not be a competitor of
the first firm). Under no circumstances
will a mentor be permitted to have
more than three protégés at one time
in the aggregate under the mentor-
protégé  programs authorized by
§§124.520 and 125.9 of this chapter.

(¢) Protéegés. (1) In order to initially
qualify as a protégé firm, a concern
must qualify as small for the size
standard corresponding to its primary
NAICS code or identify that it is seek-
ing business development assistance
with respect to a secondary NAICS
code and qualify as small for the size
standard corresponding to that NAICS
code.

(i) A firm may self-certify that it
qualifies as small for its primary or
identified secondary NAICS code.

(ii) Where a firm is other than small
for the size standard corresponding to
its primary NAICS code and seeks to
qualify as a small business protégé in a
secondary NAICS code, the firm must
demonstrate how the mentor-protégé
relationship is a logical business pro-
gression for the firm and will further
develop or expand current capabilities.
SBA will not approve a mentor-protége
relationship in a secondary NAICS code
in which the firm has no prior experi-
ence.

(2) A protégé firm may generally
have only one mentor at a time. SBA
may approve a second mentor for a par-
ticular protégé firm where the second
relationship will not compete or other-
wise conflict with the assistance set
forth in the first mentor-protégé rela-
tionship and:

(i) The second relationship pertains
to an unrelated NAICS code; or
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(ii) The protégeé firm is seeking to ac-
quire a specific expertise that the first
mentor does not possess.

(3) SBA may authorize a small busi-
ness to be both a protégé and a mentor
at the same time where the small busi-
ness can demonstrate that the second
relationship will not compete or other-
wise conflict with the first mentor-
protégé relationship.

(4) Where appropriate, SBA may ex-
amine the Service-Disabled Veteran-
Owned Small Business status or
Women-Owned Small Business status
of a concern seeking to be a protégé
that claims such status in any Federal
procurement database.

(d) Benefits. (1) A protégé and mentor
may joint venture as a small business
for any government prime contract or
subcontract, provided the protégé
qualifies as small for the procurement.
Such a joint venture may seek any
type of small business contract (i.e.,
small business set-aside, 8(a),
HUBZone, SDVO, or WOSB) for which
the protégé firm qualifies (e.g., a
protégé firm that qualifies as a WOSB
could seek a WOSB set-aside as a joint
venture with its SBA-approved men-
tor).

(i) SBA must approve the mentor-
protégé agreement before the two firms
may submit an offer as a joint venture
on a particular government prime con-
tract or subcontract in order for the
joint venture to receive the exclusion
from affiliation.

(ii) In order to receive the exclusion
from affiliation, the joint venture must
meet the requirements set forth in
§125.8(b)(2), (c), and (d).

(iii) Once a protégé firm no longer
qualifies as a small business for the
size standard corresponding to its pri-
mary NAICS code, it will not be eligi-
ble for any further contracting benefits
from its mentor-protégé relationship.
However, a change in the protégé’s size
status does not generally affect con-
tracts previously awarded to a joint
venture between the protégé and its
mentor.

(A) Except for contracts with dura-
tions of more than five years (including
options), a contract awarded to a joint
venture between a protégé and a men-
tor as a small business continues to
qualify as an award to small business
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for the life of that contract and the
joint venture remains obligated to con-
tinue performance on that contract.

(B) For contracts with durations of
more than five years (including op-
tions), where size re-certification is re-
quired under §121.404(g)(3) of this chap-
ter no more than 120 days prior to the
end of the fifth year of the contract
and no more than 120 days prior to ex-
ercising any option thereafter, once
the protégé no longer qualifies as small
for the size standard corresponding to
its primary NAICS code, the joint ven-
ture must aggregate the receipts/em-
ployees of the partners to the joint
venture in determining whether it con-
tinues to qualify as and can re-certify
itself to be a small business under the
size standard corresponding to the
NAICS code assigned to that contract.
The rules set forth in §121.404(g)(3) of

this chapter apply in such cir-
cumstances.
(2) In order to raise capital, the

protégé firm may agree to sell or oth-
erwise convey to the mentor an equity
interest of up to 40% in the protégé
firm.

(3) Notwithstanding the mentor-
protégé relationship, a protégé firm
may qualify for other assistance as a
small business, including SBA finan-
cial assistance.

(4) No determination of affiliation or
control may be found between a
protégé firm and its mentor based sole-
ly on the mentor-protégé agreement or
any assistance provided pursuant to
the agreement. However, affiliation
may be found for other reasons set
forth in §121.103 of this chapter.

(5) Where appropriate, procuring ac-
tivities may provide incentives in the
contract evaluation process to a firm
that will provide significant subcon-
tracting work to its SBA-approved
protégeé firm.

(e) Written agreement. (1) The mentor
and protégé firms must enter a written
agreement setting forth an assessment
of the protégé’s needs and providing a
detailed description and timeline for
the delivery of the assistance the men-
tor commits to provide to address
those needs (e.g., management and/or
technical assistance, loans and/or eq-
uity investments, cooperation on joint
venture projects, or subcontracts under
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prime contracts being performed by the
mentor). The mentor-protégé agree-
ment must:

(i) Address how the assistance to be
provided through the agreement will
help the protégé firm meet its goals as
defined in its business plan;

(ii) Establish a single point of con-
tact in the mentor concern who is re-
sponsible for managing and imple-
menting the mentor-protégé agree-
ment; and

(iii) Provide that the mentor will
provide such assistance to the protégé
firm for at least one year.

(2) A firm seeking SBA’s approval to
be a protégé must identify any other
mentor-protégé relationship it has
through another federal agency or SBA
and provide a copy of each such men-
tor-protégé agreement to SBA.

(i) The small business mentor-
protégé agreement must identify how
the assistance to be provided by the
proposed mentor is different from as-
sistance provided to the protégé
through another mentor-protégé rela-
tionship, either with the same or a dif-
ferent mentor.

(ii) A firm seeking SBA’s approval to
be a protégé may terminate a mentor-
protégeé relationship it has through an-
other agency and use any not yet pro-
vided assistance identified in the other
mentor-protégé agreement as part of
the assistance that will be provided
through the small business mentor-
protégé relationship. Any assistance
that has already been provided through
another mentor-protégé relationship
cannot be identified as assistance that
will be provided through the small
business mentor-protégé relationship.

(3) The written agreement must be
approved by the Associate Adminis-
trator for Business Development (AA/
BD) or his/her designee. The agreement
will not be approved if SBA determines
that the assistance to be provided is
not sufficient to promote any real de-
velopmental gains to the protégé, or if
SBA determines that the agreement is
merely a vehicle to enable the mentor
to receive small business contracts.

(4) The agreement must provide that
either the protégé or the mentor may
terminate the agreement with 30 days
advance notice to the other party to
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the mentor-protégé relationship and to
SBA.

(6) SBA will review the mentor-
protégé relationship annually to deter-
mine whether to approve its continu-
ation for another year. Unless re-
scinded in writing as a result of the re-
view, the mentor-protégé relationship
will automatically renew without addi-
tional written notice of continuation
or extension to the protégé firm. The
term of a mentor-protégé agreement
may not exceed three years, but may
be extended for a second three years. A
protégé may have two three-year men-
tor-protégé agreements with different
mentors, and each may be extended an
additional three years provided the
protégé has received the agreed-upon
business development assistance and
will continue to receive additional as-
sistance through the extended mentor-
protégé agreement.

(6) SBA must approve all changes to
a mentor-protégé agreement in ad-
vance, and any changes made to the
agreement must be provided in writing.
If the parties to the mentor-protégé re-
lationship change the mentor-protégé
agreement without prior approval by
SBA, SBA shall terminate the mentor-
protégé relationship and may also pro-
pose suspension or debarment of one or
both of the firms pursuant to para-
graph (h) of this section where appro-
priate.

(7T) If control of the mentor changes
(through a stock sale or otherwise), the
previously approved mentor-protégé re-
lationship may continue provided that,
after the change in control, the mentor
expresses in writing to SBA that it ac-
knowledges the mentor-
protégéagreement and certifies that it
will continue to abide by its terms.

(8) SBA may terminate the mentor-
protégé agreement at any time if it de-
termines that the protégé is not bene-
fiting from the relationship or that the
parties are not complying with any
term or condition of the mentor
protégé agreement. In the event SBA
terminates the relationship, the men-
tor-protégé joint venture is obligated
to complete any previously awarded
contracts unless the procuring agency
issues a stop work order.

(f) Decision to decline mentor-protégé
relationship. (1) Where SBA declines to
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approve a specific mentor-protégé
agreement, the protégé may request
the AA/BD or designee to reconsider
the Agency’s initial decline decision by
filing a request for reconsideration
within 45 calendar days of receiving no-
tice that its mentor-protégé agreement
was declined. The protégé may revise
the proposed mentor-protégé agree-
ment and provide any additional infor-
mation and documentation pertinent
to overcoming the reason(s) for the ini-
tial decline.

(2) SBA will issue a written decision
within 45 calendar days of receipt of
the protégé’s request. SBA may ap-
prove the mentor-protégé agreement,
deny it on the same grounds as the
original decision, or deny it on other
grounds.

(3) If SBA declines the mentor-
protégé agreement solely on issues not
raised in the initial decline, the
protégé can ask for reconsideration as
if it were an initial decline.

(4) If SBA’s final decision is to de-
cline a specific mentor-protégé agree-
ment, the small business concern seek-
ing to be a protégé cannot attempt to
enter into another mentor-protégé re-
lationship with the same mentor for a
period of 60 calendar days from the
date of the final decision. The small
business concern may, however, submit
another proposed mentor-protégeé
agreement with a different proposed
mentor at any time after the SBA’s
final decline decision.

(g) Evaluating the mentor-protége rela-
tionship. (1) Within 30 days of the anni-
versary of SBA’s approval of the men-
tor-protégé agreement, the protégé
must report to SBA for the preceding
year:

(i) All technical and/or management
assistance provided by the mentor to
the protégeé;

(ii) All loans to and/or equity invest-
ments made by the mentor in the
protégé;

(iii) All subcontracts awarded to the
protégé by the mentor and all sub-
contracts awarded to the mentor by
the protégé, and the value of each sub-
contract;

(iv) All federal contracts awarded to
the mentor-protégé relationship as a
joint venture (designating each as a
small business set-aside, small business
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reserve, or unrestricted procurement),
the value of each contract, and the per-
centage of the contract performed and
the percentage of revenue accruing to
each party to the joint venture; and

(v) A narrative describing the success
such assistance has had in addressing
the developmental needs of the protégé
and addressing any problems encoun-
tered.

(2) The protégé must report the men-
toring services it receives by category
and hours.

(3) The protégé must annually certify
to SBA whether there has been any
change in the terms of the agreement.

(4) SBA will review the protégé’s re-
port on the mentor-protégé relation-
ship, and may decide not to approve
continuation of the agreement if it
finds that the mentor has not provided
the assistance set forth in the mentor-
protégé agreement or that the assist-
ance has not resulted in any material
benefits or developmental gains to the
protége.

(h) Consequences of mot providing as-
sistance set forth in the mentor-protége
agreement. (1) Where SBA determines
that a mentor has not provided to the
protégé firm the business development
assistance set forth in its mentor-
protégé agreement, SBA will notify the
mentor of such determination and af-
ford the mentor an opportunity to re-
spond. The mentor must respond with-
in 30 days of the notification, explain-
ing why it has not provided the agreed
upon assistance and setting forth a de-
finitive plan as to when it will provide
such assistance. If the mentor fails to
respond, does not supply adequate rea-
sons for its failure to provide the
agreed upon assistance, or does not set
forth a definite plan to provide the as-
sistance:

(i) SBA will terminate the mentor-
protégé agreement;

(ii) The firm will be ineligible to
again act as a mentor for a period of
two years from the date SBA termi-
nates the mentor-protégé agreement;
and

(iii) SBA may recommend to the rel-
evant procuring agency to issue a stop
work order for each federal contract
for which the mentor and protégé are
performing as a small business joint
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venture in order to encourage the men-
tor to comply with its mentor-protégeé
agreement. Where a protégé firm is
able to independently complete per-
formance of any such contract, SBA
may recommend to the procuring agen-
cy to authorize a substitution of the
protégé firm for the joint venture.

(2) SBA may consider a mentor’s fail-
ure to comply with the terms and con-
ditions of an SBA-approved mentor-
protégé agreement as a basis for debar-
ment on the grounds, including but not
limited to, that the mentor has not
complied with the terms of a public
agreement under 2 CFR 180.800(b).

(1) Results of mentor-protégé relation-
ship. (1) In order to assess the results of
a mentor-protégé relationship upon its
completion, the protégé must report to
SBA whether it believed the mentor-
protégeé relationship was beneficial and
describe any lasting benefits to the
protége.

(2) Where a protégé does not report
the results of a mentor-protégé rela-
tionship upon its completion, SBA will
not approve a second mentor-protégé
relationship either under this section
or under §124.520 of this chapter.

[81 FR 48585, July 25, 2016]

§125.10 Mentor-Protégé programs of
other agencies.

(a) Except as provided in paragraph
(c) of this section, a Federal depart-
ment or agency may not carry out a
mentor-protégé program for small
business unless the head of the depart-
ment or agency submits a plan to the
SBA Administrator for the program
and the SBA Administrator approves
the plan. Before starting a new mentor
protégé program, the head of a depart-
ment or agency must submit a plan to
the SBA Administrator. Within one
yvear of the effective date of this sec-
tion, the head of a department or agen-
cy must submit a plan to the SBA for
any previously existing mentor-protégé
program that the department or agen-
cy seeks to continue.

(b) The SBA Administrator will ap-
prove or disapprove a plan submitted
under paragraph (a) of this section
based on whether the proposed pro-
gram:

§125.10

(1) Will assist protégés to compete for
Federal prime contracts and sub-
contracts; and

(2) Complies with the provisions set
forth in §§125.9 and 124.520 of this chap-
ter, as applicable.

(c) Paragraph (a) of this section does
not apply to:

(1) Any mentor-protégé program of
the Department of Defense;

(2) Any mentoring assistance pro-
vided under a Small Business Innova-
tion Research Program or a Small
Business Technology Transfer Pro-
gram; and

(3) A mentor-protégé program oper-
ated by a Department or agency on
January 2, 2013, for a period of one year
after the effective date of this section.

(d) The head of each Federal depart-
ment or agency carrying out an agen-
cy-specific mentor-protégé program
must report annually to SBA:

(1) The participants (both protégé
firms and their approved mentors) in
its mentor-protégé program. This in-
cludes identifying the number of par-
ticipants that are:

(i) Small business concerns;

(ii) Small business concerns owned
and controlled by service-disabled vet-
erans;

(iii) Small business concerns owned
and controlled by socially and eco-
nomically disadvantaged individuals;

(iv) Small business concerns owned
and controlled by Indian tribes, Alaska
Native Corporations, Native Hawaiian
Organizations, and Community Devel-
opment Corporations; and

(v) Small business concerns owned
and controlled by women;

(2) The assistance provided to small
businesses through the program; and

(3) The progress of protégé firms
under the program to compete for Fed-
eral prime contracts and subcontracts.

[81 FR 48585, July 25, 2016]

Subpart A—Definitions for the
Service-Disabled Veteran-
Owned Small Business Con-
cern Program

SOURCE: 69 FR 25267, May 5, 2004, unless
otherwise noted.
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