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CONTRACTOR’S SUBCONTRACTING PROGRAM REVIEW GUIDE

(DCMA FORM 640)

January 1, 2004

A. REFERENCES:

1. FAR Part 19.7 Small Business Subcontracting Program

2. FAR 42.302, Contract Administration Functions

3. DFARS 219.201, General Policy

4. DFARS 219.7, Subcontracting with Small Business, Small Disadvantaged Business, and Women-Owned Small Business Concerns

5. DoDD 4205.1, DoD Small Business and Small Disadvantaged Business Utilization Programs, September 11, 1996

6. FAR 52.219-8, Utilization of Small Business Concerns

7. FAR 52.219-9, Small Business Subcontracting Plan

8. FAR 52.219-16, Liquidated Damages - Subcontracting Plan 

9. FAR 52.219-26, Small Business Participation Program-Incentive Subcontracting

  10. DCMA/Small Business Administration (SBA) Memorandum of



 Understanding, May 9, 2003

  11. DCMA One Book Chapter 12.2, Small Business

  12. DCMA One Book Chapter 12.2.2, Comprehensive Subcontracting Plan

B. APPLICABILITY AND SCOPE.  This guide provides general direction and review guidance for DCMA Small Business Specialists engaged in the review of a contractor’s Small Business performance.  It is a tool for the review of a contractor’s implementation and compliance with Federal Acquisition Regulations (FAR) and DoD FAR Supplement (DFARS).  The information presented should be taken as guidance and suggestions only, not policy.

C. ROLES AND RESPONSIBILITIES.


1. The Administrative Contracting Officer (ACO) is responsible (FAR Section 19.706) for assisting in evaluating subcontracting plans, and for monitoring, evaluating, and documenting contracting performance. The ACO provides notice and rationale to the PCO, if during performance the contractor is failing to comply with the subcontracting plan.  The ACO will rely upon advice and recommendation from the Small Business Specialist (FAR 19.705-4(d)(6)) to carry out the surveillance program procedures.   


2. The Small Business Specialist is responsible for reviewing and evaluating a prime contractor’s small business subcontracting program, including determining whether the contractor’s practices encourage small business firms to receive fair and equitable subcontracting consideration, achieve subcontracting goals and complies with all applicable procurement policies and regulations. The SBS is also responsible for Completion of the Form (640), developing letters for signature by ACO for submission to contractor (to include SBLO/CEO), signing the Form 640 Report, and submission to the ACO for review and approval. 

D. PART I – GENERAL INFORMATION

Block 1.a. through d. Contractor’s Name, Address, CAGE, and DUNS:  Refer to the Central Contractor Registration (CCR) www.sba.gov  or (888) 227-2423. 
Block 2a. and b. Name of Small Business Liaison Officer (SBLO) and Alternate SBLO:  Include name, phone and FAX numbers, and email address for primary point of contact and alternate (if applicable).  

Block 3. Name of DCMA Small Business Specialist (SBS):  Include name, phone, FAX, and email address.

Block 4. Name of Administrative Contracting Officer (ACO):  Include name, phone, FAX, and email address of ACO.  If contract is delegated for Small Business only, refer to the contract for contracting officer’s information.  

NOTE: If this is a Small Business delegation, list Procurement Contracting Officer (PCO) information in lieu of ACO.

Block 5. Name of SBA Commercial Marketing Representative (CMR):  Include name, phone and FAX numbers, and email for the CMR.  To determine who the CMR is, contact your local SBA office or www.sba.gov.

Block 6. DCMA/SBA Joint Review:  Explain why SBA did not participate:  Were they invited?  Did they decline? Did they not have adequate funds to attend?  Did they have a conflict in time?  Etc.

Block 7. Date, Type, and Rating of Last Review:  Refer to the last program review performed at this contractor.

Block 8.  Date, Type, and Rating of this Review:  Include actual date(s) visit was made for purposes of review.  For example:  October 20-21, 2003.
Block 9.  Period Covered by this Review:  Periods should be quarter ending, with a minimum of one quarter’s worth of data.  For Comprehensive Plans, see Comprehensive Plan Review Schedule.  

NOTE: The current review period does not necessarily have to begin where the previous review period ended.  There may be a gap between the previous and current review periods, which is left to the discretion of the Small Business Specialist.

Block 10. Definitions of Types of Review: Identify the type of review:

    a.  Performance Review:  A performance review, also called a “desk audit”, should be performed for updating existing contractor performance data when it is determined that the contractor has:  received an acceptable or higher rating on the last full program review, is considered low risk, and has not had any major impacts to the program. A full program review is not required in this instance.  The performance review should be documented on the 640 Form and applicable exhibits, and will keep the same rating as the last full program review.  The SBS may request additional data from the contractor to support the performance evaluation.

    b.  Initial Review:  An initial review is conducted on all new contractors delegated to DCMA that have received contracts containing a Small Business Subcontracting Plan requirement.  This review should be conducted as soon as the specialist becomes aware of the requirement and should be an on-site review.  This review should focus on the program requirements as required by FAR/DFARS, the contract, and subcontract plan.  The specialist should discuss all elements of the 640 Form and expectations for acceptable performance.  All recommendations for corrective action should be provided to the contractor and a written corrective action plan requested within a reasonable amount of time (30-60 days) from the date of the review.  A follow-up review may be scheduled within 90-120 days of receipt of the corrective action plan.  A formal rating may be withheld at this time.  

    c.  Full Program Review:  A full program review consists of a full evaluation and validation of all contractor processes and data as they relate to the elements of the 640 Form.  This review should be accomplished on-site at least annually for high risk contractors and every two to three years for lower risk contractors.  Reviews may be accomplished more often if the specialist determines necessary for compliance purposes or if specifically requested by other DoD officials for a significant reason.  This review data should be documented on the 640 Form and used for base lining the contractor performance for future reviews.  

    d.  Follow-up Review:  A review resulting from a marginal or unsatisfactory program rating.  A follow-up review should be accomplished within 90-120 days from the previous review.  This review consists of validating that all corrective actions are being implemented and finalized.  Any corrective action that the SBS is not able to resolve satisfactorily with the contractor should be referred to the ACO.  This review shall be rated and documented on a 640 Form.  It will serve as a replacement for the previous 640 Form, and the rating will be effective for a full year if it is evaluated at a satisfactory level or higher.

Block 11. DoD Ratios:  The intent of this block is to determine what percentage of the contractor’s overall business sales are DoD related.  To determine this, you will need to know the company’s overall sales and total DoD contract value over the same period of time.


a. Total Annual Company Sales: The dollars reported in this block refer to the company’s location(s) listed in Block 1.b. (CAGE Code) for this company’s most current annual sales.  The dollars should be from the company’s latest fiscal year (i.e. the annual business report).  


b. Total Dollar Value of All DoD Contracts In-House:  Include all obligated dollars for DoD contracts.  Include all contracts, even those that did not require a subcontracting plan, in this amount.


c. Percentage of Contracts (by Dollar Value) that are with DoD:  Divide 11.b. by 11.a.

Block 12.  Type of Subcontract Plan(s) FAR 52.219-9(b):


Individual Plan(s):  Include the total number of plans and the current total Face Value Dollars.


Commercial Plan:  Include the buying activity who approved the plan and the period covered by the plan.  Include name and telephone number.


Comprehensive Plan: Include the approving authority (name and phone number) and the period covered.


Master Plan: Include the approving authority (name and phone number) and the period covered.


Other:  A combination of two or more of the above plans maintained by a single company (in this instance, check the applicable boxes and provide brief explanation to indicate appropriate information).


The review criteria in Parts II and III of the DCMA Form 640 are intended to measure prime contractor overall Small Business performance and are to be used as a guide to evaluate and baseline contractor compliance with related Small Business processes.  The critical factors are Subcontracting Performance and Program Administration. Compliance with FAR requirements in Parts II and III establish the basic requirements for an acceptable rating  

E. PART II – CONTRACTOR’S SUBCONTRACTING PERFORMANCE

Block 1. Overall Subcontracting Performance – SF 295 Submission: FAR 52.219-9(d) (1), (2) & (10)(iii) & (iv)
The contractor’s overall subcontracting statistics should be documented on Exhibit II; however, local spreadsheets or databases that contain similar and relevant information are acceptable.  Overall past performance should be evaluated by documenting the contractor overall subcontracting performance trends over the past five years, if available.  The SBS should consider the following when judging an acceptable level for overall subcontracting performance: (a) Verifying the contractor’s timeliness and accuracy of SF 295 reporting in accordance with instructions of the forms.  The SF 295 reports are contractual data requirements and the timeliness and accuracy of these reports are considered critical, (Identify all deficiencies:  data errors, trends, past errors, typographical errors, transpositions, etc.)   (b) Overall subcontracting should reflect a consistent level of subcontracting to increase awards to SB, SDB, WOSB, HBCU/MI, HUBZone, VOSB, SDVOSB and, if contractually obligated, any other socio-economic entities with a demonstrated level of improvement; (c) The level of subcontracting should reflect a maximum level of subcontracting based on the opportunities available; and (d) Contractor subcontracting should reflect a trend toward achieving their goal objectives.


SF 295 Submission Instructions and Signature Authorities:  Discuss with the SBLO that the submission of the SF 295 is a contractual deliverable item.  Ensure that the contractor is using the correct version of the form.  For signature authorities, refer to instructions on SF Form 295.  Also, refer to the SF 295 instructions for Commercial Plans.

Block 2. Individual Subcontract Plan Past Performance – SF294 Submission: FAR 52.219-9(10)(iii) & (iv)

(Not applicable to Commercial or Comprehensive Plans)
All current SF 294 reports should be verified for accuracy and timeliness. Identify all deficiencies:  data errors, trends, past errors, typographical errors, transpositions, etc. The SBS should perform an analysis of all current SF 294 reports to determine the progress in achieving the contractor’s negotiated goals.  Annotate the total number of individual plans that are achieving goals vice total number of plans.  In the case of those plans that are not making satisfactory progress, the SF 294 report should be documented by the contractor per instructions on the form, (NOTE:  The contractor’s current plan performance should be looked at as a snapshot of the contractor’s in-process subcontracting.)

The contractor’s individual plan performance of completed contracts should be documented on Exhibit III.  Individual plan performance is evaluated on a contract-by-contract basis and should be assessed primarily on the performance of completed plans.  Refer to Exhibit III.  An acceptable level of performance for individual plans is meeting all percentage plan goals as stated in the contract.  



SF 294 Submission Instructions and Signature Authorities:      

Discuss with the SBLO that the submission of the SF 294 is a contractual deliverable item.  Ensure that the contractor is using the correct version of the form. For signature authorities, refer to instructions on SF Form 294.


Also, if the actual accomplishments are significantly higher than projection(s), rationale should be provided.  Discuss with the contractor how they are projecting goals.  Is the methodology for developing goals adequate? Do you consider the goals both challenging and realistic?  Corrective action plans may be appropriate if trends indicate a systemic issue.

Discussion Points: Past information can be included in current SF 294s as an attachment.


c. Perform analysis of current subcontracting plans for this review period.  
(1) Identify total number of active plans by utilizing Electronic Data Warehouse (EDW) and any other applicable databases. 

(2) Review and analyze SF 294s progress in ascertaining whether the contractor will be able to meet negotiated goals or not.  Note numbers within boxes.  For example, if two plans are not meeting WOSB goals, place a 2 in the box beside WOSB.

(3) If the contractor has determined that negotiated goals will not be met, what actions are being contemplated, i.e. Corrective Action Plans. Refer to applicable spreadsheet or Exhibit for details and or discussion purposes.


d. Perform analysis of completed subcontracting plans during this review period.
(1) Identify total number of final SF 294s closed by the contractor during the reporting period.  These SF 294s may be submitted at any time. 

(2) Refer to the SF 294 to determine if all goals were met.  Note the total number of completed plans that met all goals.

(3) For SF 294s that have not met one or more goals, note numbers within boxes.  For example, if two plans did not meet WOSB goals, place a 2 in the box beside WOSB.  

(4) Review the completed SF 294s to determine if the contractor has adequately explained any goals that were not met.  If the contractor did not adequately explain, request and obtain information as may be deemed necessary.

Block 3. (For contractors with Comprehensive Subcontracting Plans only) Federal Register, Vol. No. 65 No. 31 dated Feb 15, 2000, Paragraph A.IV.B  For more details, refer to the Comprehensive Subcontracting Plan Guidebook.


a. Was the Comprehensive Plan proposal submitted in accordance with the Federal Register requirements? Was the proposal submitted timely, accurate, all information filled in?  Identify all deficiencies:  data errors, trends, past errors, typographical errors, transpositions, etc.  Were there any past deficiencies noted that have not been addressed?  If not, why not?


b. Discuss Target Industries: Are the Targeted Industries selected showing progress/receiving support? If not, why not?  How is this verified?  


c. Discuss Initiatives:  Are the Initiatives selected showing progress/receiving support? If not, why not?  How is this verified?  


d. Discuss reasons if not meeting milestones:  Are the milestones showing progress? If not, why not?  How is this verified?  

F. PART III – CONTRACTOR’S SMALL BUSINESS PROGRAM ADMINISTRATION

Block 1. Are there written policies and procedures in place regarding SB program administration?  

Verify that the contractor’s internal control procedures demonstrate adequate implementation of all basic elements of the subcontracting plan clause FAR 52.219-9.  The procedures should convey the contractor’s small business processes, program responsibilities, and the flow of procurement processes throughout the company.  The internal procedures should reflect all requirements of the subcontracting plan, including the company’s make or buy program, recordkeeping, reporting, types of records, internal guidance to other functional elements within the company, indirect cost allocation process, and plan proposal guidance.  Additionally, they should include the internal procedures for SF 295/SF 294 data collection, report distribution, and internal requirements to insure accurate and timely reporting.

Give a brief description for each element listed below.  Have the contractor provide explanations or demonstrate the following:  Do they have written procedures, who wrote them, when were they written, are they numbered, who is involved with implementation, who is responsible for their implementation.  If the procedures are in place, do you feel that they are adequate, can you validate them, and can you assess their value?  Are they supportable?  Are all of these items cited in the company’s procurement manual?


a. A method to develop goals FAR 52.219-9(d)(4).  How have the goals been developed?  Does the contractor use bills of material, past history, and/or past performance in the development of goals?


b. A method to identify sources FAR 52.219-9(d)(5).  Are there directed sources? What source lists are used?  Are they the latest, and are they applicable?  How do they document use of source lists, are they using PTACs (www.dla.mil/db/) for sources?  Do they use SUB-Net?


c. A method to determine indirect costs FAR 52.219-9(d)(6).  Are indirect costs allocated on the SF 295?  Are indirect costs proportionately allocated on the SF 294?  If yes, are there adequate procedures? How do they validate that the method(s) is adequate?  What procedure identifies the process?


d. A method to manage efforts to assure equitable opportunity to compete for subcontracts FAR 52.219-9(d)(8).  Do they use SUB-NET for locating and advertising for further subcontracting opportunities?  How else do they advertise?  Do they use DoD councils, Procurement Technical Assistance Centers (PTACs) www.dla.mil/db/, SBA suggested sources, etc.?  How do they ensure that the appropriate personnel (contracts, program managers, buyers, etc) are involved in the procurement process?  Are they utilizing the internet?  Do they have a web page?  Does it link to the OSD website? www.acq.osd.mil/sadbu

e. A method to manage flowdown requirements FAR 52.219-9(d)(9).  Is the clause located in the contractor’s solicitation?  


f. A method to ensure that its subcontractors agree to submit SF 294 and 295 FAR 52.219-9(d)(10)(iv).  Do they receive the 294s/295s?  Do they monitor progress?  If so, how?


g. A method to manage make or buy decisions FAR 52.219-9(e)(2).  The intent behind this section is to ensure that the individuals involved with the make or buy decisions are aware of the small business program, have been trained, and are versed in this area.  Is the SBLO involved in the make or buy decision process? Is there documentation of instances where the process has helped and/or failed to help small businesses?   Have decisions been made without SBLO input?  Do they utilize SBA suggested sources?


h. A method to ensure the timely payment of subcontractors FAR 19.702. Discuss the contractor’s payment terms and conditions and note any positive or negative aspects.  What are the contractor’s normal payment terms?  Are they compliant with Government terms and conditions?

Block 2. Compliance with Record Keeping.  


a. Take a random sample of purchase orders.  The intent of this section is to review an appropriate sample of purchase orders for noted trends or deficiencies.  If there are 20 or less purchase orders, all should be reviewed.  If there are more than 20 purchase orders, a random sample should be selected.  A random sample of 10% should be selected, however, no less than 20 should be reviewed.  Random sample calculators may be found at: www.surveysystem.com/sscalc.htm or www.randomizer.org/form.htm. Document examples on Exhibit I.


b. Are records maintained for purchases over $100,000 in accordance with FAR 52.219-9(d)(11)(iii)?  Verify/review procurement records.  Does the SBLO review and document all purchase orders over $100,000?  How is this verified?  Does the contractor use specific forms or checklists to document purchase orders over $100,000?


c. Are records maintained by the contractor to evidence current supplier business size and status? FAR 52.219-9(d)(11)(vi) The intent of this section is to ensure that the contractor verifies supplier business size and status for all business categories and allocates all businesses properly on all data collection tools.  Some areas to consider:  Does the contractor maintain current certifications and representations from all businesses? How often do they request new certifications and representations?  Does the size self-certification contain the penalty clause for false representation? 

NOTE: The contractor’s certification forms must address the penalties clause for false representation. 

Validations for SDBs and HUBZone must be performed at the instant procurement utilizing PRO-Net and/or certifications signed by the SBA.

NOTE:  No other certifications, other than PRO-Net verification or signed SBA letters, may be utilized for SDB or HUBZone certifications.


d. Identify any active contracts over $500,000 that contains both an incentive fee and liquidated damages clause FAR 52.219-9(d)(11)(iii).  The intent of this section is to identify and provide appropriate recommendations and information to the contracting officer.  Use all available databases to identify these contracts. 

Block 3. Outreach and Supplier Assistance: [FAR 52.219-9(d)(11)(i), (ii), (iv) & (vi)] The contractor should be able to demonstrate and provide documentation for outreach and supplier assistance areas to support the requirements of FAR 52.219-9.  Verify examples of each area of activity.  Special attention should be given in this area to those contractors who are not achieving subcontract plan goals.  Discuss with the contractor and summarize any efforts deemed to be over and above contractual FAR requirements and note in Part IV of the 640 Form.


a. Identify examples for each of these areas.  Look for evidence of actual contacts, dates of contacts, and the assistance provided.  How does the contractor verify that he is using these contacts?   What is the return on investment?  Was there evidence of success, and if not, why not?


b. Review and discuss contractor’s outreach and supplier assistance activities: FAR 52.219-9(e):  Document examples and dates of the contractor’s activities.

Block 4. Company small business training/encouragement: FAR 52.219-9(11)(v):  The contractor should have an effective training program that demonstrates training for all buyers, at a minimum, and may include other functional areas of the company.  As a normal business practice, training should include company policies, procedures, employee process ownership, program responsibilities, company initiatives, program changes, and subcontracting performance.  Contractor should demonstrate an effective multifunctional encouragement program.  Contractor encouragement may be in various forms that the company policies and FAR allows.  Consideration should be given to the size of the company and industry type when determining the magnitude of these program(s).

G. PART IV – SUPPLEMENTAL DATA

Block 1. Small Business Program Policy Statement: Review the contractor’s existing company-wide policy statement: is it issued by current senior management, is it disseminated throughout the company, and if so, how is it disseminated.  The company’s policy statement should reflect the company’s commitment to maximizing opportunities for all socio-economic groups.  Does the policy statement address the responsibilities and authorities for the Small Business Liaison Officer to adequately implement the Small Business Program?  Does the policy statement indicate that the Small Business Program is company wide and may be a responsibility of all company departments?  How is it shared on a company wide basis?  (intranet, management councils, staff meetings, training sessions, etc)

Block 2. SBLO Appointment.  The intent of this section is to ensure that the SBLO has adequate authority to effectively implement and administer the program.  Some areas to consider:  Does the SBLO have an appointment letter?  If so, is there a copy on file?  Are the roles and duties defined?  Are they appointed at an appropriate level of authority?  How long has the SBLO been in this position?  Does the SBLO have collateral duties?  If so, what are the duties and the title(s) of the position(s)?  What percentage of time is obligated to the Small Business Program?  If available, include a copy of an organizational chart that displays the position of the SBLO in the organization. 

NOTE: The organizational chart should indicate how the SBLO functions are linked to upper management.  

Block 3. Monitoring Small Business Program Performance and Requirements: The intent of this section is to verify that the SBLO is briefing management and staff elements on a regular basis to address program performance, initiatives, and deficiencies.  The contractor should be able to provide evidence of self-assessment, corrective actions, and other tools used for addressing deficiencies.

Block 4. Review and Discuss Contractor’s Activities that are Considered Noteworthy.  The intent of this section is to identify areas of developmental assistance and initiatives that may be considered over and above those required by FAR and the contract.  Some examples would be, but not limited to, participating in the Mentor-Protégé Program, administering a buyer incentive program, documenting significant return on investment while attending trade fairs, conferences, and other events (both internal and external).

Block 5. Additional Remarks:  The intent of this section is to allow Small Business Specialists to add any additional remarks.  

H. PART V – SUMMARY AND RECOMMENDATIONS

Block 1. Program Rating:  This section identifies the criteria for the contractor’s overall program rating and is further defined in the DCMA/SBA Memorandum of Understanding dated May 9, 2003.

Block 2. Summary, Recommendations, and Follow-Up of Corrective Actions:  This section is used to summarize and justify the overall program rating.  All program deficiencies, initiatives, and other areas of note must be documented within the report and summarized within this section. 

Block 3. Exit Interview participants:  


a.  Preparation of exit review activities:  In preparation for an exit briefing, the specialist should, normally, discuss all findings in the review with the contractor’s representatives prior to the exit review with CEO or senior management.  All opportunity should be afforded to the contractor to demonstrate compliance before presenting recommendations to the contractor’s management for corrective action.  The SBS should, in most instances, be able to obtain dates for corrective action prior to the exit review with senior management. 


b.  Exit review:  The specialist should normally exit interview with the CEO (or senior management), the SBLO, and other personnel who may have participated in and have overall interest in the Small Business Program.  The review should refer to each part and item with findings/recommendations, as applicable.  Corrective action and requests for further information should be specified during the exit.  

Block 4. Signature of Small Business Specialist and Date Signed: Sign and date the form.

I. ADDITIONAL INFORMATION

Responsibilities of the Small Business Specialist: Completing and signing the 640 Form, and preparing letters for ACO signature for submission to the contractor (to include SBLO/CEO), buying activity, SBA, and other agencies (as applicable).

Responsibilities of the ACO: Review of and concurrence with the 640 Form.  Signing and distributing letters (to include insertion of supplemental data) to contractor (to include SBLO/CEO), buying activity, SBA, and other agencies (as applicable).  The ACO is responsible for noting on applicable forms the closeout actions.

Report and Letter(s)Completion Timeline: Within 30 calendar days of the review, the 640 Form and letter(s) should be completed and submitted to the Administrative Contracting Officer.  The Small Business Specialist may want to follow up to ensure that all actions are completed.

FOR ADDITIONAL INFORMATION, CONTACT YOUR DISTRICT POINT OF CONTACT AND/OR KNOWLEDGE MANAGEMENT DATABASE.
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