Thank You for Joining Us,
The Webinar Will Begin Shortly.

BUILDING A COMPLIANT TEAM, Part 2
Teaming, Joint Venture, Mentor Protege:
How to Know Which is Right for You

While you are waiting please check out the Upcoming
Webinars on www.GiveMe5.com.

Before we begin … just a few notes:
•

During the presentation lines will be muted so only presenters can be heard.

•

While you are listening please also put your phone on mute

•

Do NOT put your phone on hold – please hang up and call back

•

If having trouble viewing the presentation – please close out and log in
using a different browser

•

If your slides are not moving please refresh or log out & then log back in

•

If you have any questions during the presentation, please feel free to enter
them into the discussion box on the bottom left of your screen
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WIPP is a national nonpartisan organization advocating on behalf of women
entrepreneurs—strengthening their impact on our nation’s public policy,
creating economic opportunities, and forging alliances with other business
organizations.
WIPP was founded in 2001 and is recognized as a national, nonpartisan
voice for women business owners, advocating on behalf of its coalition of 79
business organizations. WIPP identifies important trends and opportunities
and provides a collaborative model for the public and private sectors to
advance the economic empowerment of women.

www.WIPP.org

Give Me 5
• National program from WIPP & American Express OPEN designed to
educate women business owners on how to apply for and secure federal
procurement opportunities.

• Give Me 5 works to increase the representation of Women Business
Owners that win government contracts. We provide accessible business
education tools to assist both new and experienced federal contractors.
• Women Business Owners could gain more than $4 billion in annual
revenues if the 5% contracting goal set by Congress was reached.
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TEAMING, JOINT VENTURES AND MENTOR
PROTÉGÉ RELATIONSHIPS AT A GLANCE
Teaming v. Joint Ventures v. Mentor Protégé


Teaming: A special type of prime/subcontractor
relationship



Joint Venturing: Two or more separate
companies coming together to compete as a
newly formed entity



Mentor Protégé: Specific programs that match a
large and small concern for purposes of business
development
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Understanding the

Purpose & Goals
Associated with Teaming,
Joint Venturing and Mentor
Protégé Relationships
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THE CONTEXT
On one hand: Increasing priority given to “setting aside”
contracts for small businesses, rather than open or
unrestricted competition

At the same time: Increasing focus on “non price” factors”
such as past performance, experience, personnel
qualifications, technical expertise, etc.
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THE QUESTIONS
A Small Business Might be Wondering…


How can I compete with regard to these non-price factors?



How do I get into Federal Contracting if I have not done
Federal work before?



How do I, as a “small” business, get “big” (i.e. high dollar,
high complexity) contract experience?

Meanwhile, Large Businesses are Wondering…


How do I, as a “large” business concern, take advantage of
the increasing number of “small” business program setaside contracts?
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THE ANSWER: PARTNERSHIP

12

THE ANSWER: PARTNERSHIP

But what form of
Partnership??
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Teaming, Joint Venturing and
Mentor Protégé Relationships:
A Primer
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TEAMING:
WHAT IS IT?
Teaming is a Special Subcontracting Relationship:


Also referring to as a “Contractor Teaming
Agreement” or “CTA”



Set up before the bidding/proposal process, and the
procuring agency is made aware of the “team” prior
to the source selection process



Requires a formal, written “teaming” agreement
between the teaming partners



The teaming agreement is customarily submitted as
part of the bid/proposal itself
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JOINT VENTURES:
WHAT ARE THEY?
A joint venture is a new entity formed by
the JV partners; the JV partners function as
something like “co-primes” on the project


JVs should be formed before submitted
bid/proposal on a project
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MENTOR PROTÉGÉ:
WHAT IS IT?
A mentor-protégé relationship is an agency-approved
relationship between a small business and a successful
government contractor, whereby the established firm
provides business development assistance to the small
firm


Must be accepted into the program by way of an
application process



Relationship is government by specific regulations



Mentor and protégé enter into written agreement
regarding relationship
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Major Differences Between
Teaming, Joint Venturing and
Entering into a Mentor Protégé
Relationship
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Major Differences:
Do you have a specific
procurement in mind?
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MAJOR DIFFERENCES:
DO YOU HAVE A PROCUREMENT IN MIND?




Teams and JVs are oftentimes established when a
business has a specific procurement opportunity in mind
–

The JV is formed prior to bidding and the JV itself is the
prime contractor

–

The team is formed prior to bidding and teaming
agreement is submitted with proposal/bid

Mentor protégé relationship is not formed for the purpose
of bidding on a particular procurement
–

While they may choose to, mentor and protégé firms have
no requirement to work together on procurements

–

In practice, often a by-product of JV affiliation issues
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MAJOR DIFFERENCES:
DO YOU HAVE A PROCUREMENT IN MIND?


Past Performance/Experience and Other Non Price
Factors
–

How does the procurement you are aiming for view a
teaming partner’s past performance/experience, etc.
Does it count?

–

“When evaluating the past performance and experience
of an entity submitting an offer for a contract set aside or
reserved for small business as a joint venture established
pursuant to this section, a procuring activity must consider
work done individually by each partner to the joint venture
as well as any work done by the joint venture itself
previously”
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MAJOR DIFFERENCES:
DO YOU HAVE A PROCUREMENT IN MIND?
 Timing
–

Teaming – Need to get the Teaming (and,
ideally, subcontract) together

–

JVs – Need to get the JV set up, registered,
and possibly verified by CVE (in VA
VOSB/SDVOSB context)
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Major Differences:
Who will serve as the prime
contractor?
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MAJOR DIFFERENCES:
THE PRIME CONTRACTOR


Teaming
–





Generally, the small business serves as the prime contractor
in order to be eligible for a specific procurement

Joint Venture
–

When two businesses form a joint venture, the JV itself is the
prime contractor on the contract

–

The JV can subcontract to a JV partner if it wishes

Mentor-Protégé
–

Remember - these relationships are not formed for a
particular procurement. But as they are usually used in the
JV context, it would be the same as above
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Major Differences:
What are the common
affiliation and work
percentage concerns?
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A QUICK AFFILIATION REFRESHER

Why Does Affiliation Matter?
What impact does it have on a
company’s size?
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A QUICK AFFILIATION REFRESHER
General Principles of Affiliation


Concerns and entities are affiliates of each other when one
controls or has the power to control the other, or a third
party/parties controls or has the power to control both (It does not
matter whether control is exercised, so long as the power to control
exists)



Control may be affirmative or negative (Negative control includes,
but is not limited to, instances where a minority shareholder has
the ability, under the concern's charter, by-laws, or shareholder's
agreement, to prevent a quorum or otherwise block action by the
board of directors or shareholders)



Affiliation may be found where an individual, concern, or entity
exercises control indirectly through a third party
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A QUICK AFFILIATION REFRESHER
General Principles of Affiliation


SBA considers factors such as ownership,
management, previous relationships with or ties to
another concern, and contractual relationships, in
determining whether affiliation exists



In determining whether affiliation exists, SBA will
consider the totality of the circumstances, and
may find affiliation even though no single factor is
sufficient to constitute affiliation
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A QUICK AFFILIATION REFRESHER
General Principles of Affiliation


In effect, affiliation occurs where one business is
too closely related to, or intertwined with, another
business on a large scale or comprehensive basis
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MAJOR DIFFERENCES:
AFFILIATION
Common Affiliation Issues in Teaming:




Ostensible Subcontractor:
‒

Control on site

‒

% of Work Requirements
(more to come…)

General affiliation:
‒

Shared Space, Employees, Resources, Equipment

‒

Past Employee Relationship

‒

Familial Relationship

‒

Frequent Subcontracting

‒

Financial Reliance/Control
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MAJOR DIFFERENCES:
AFFILIATION
Common Affiliation Issues in Joint Ventures:


General Rule: Members of a Joint Venture
are presumed to be affiliated with each other

In other words, when two parties form a JV, the
JV members are usually considered per se
affiliated for purposes of whatever procurement
is at issue by virtue of the JV relationship itself

13 CFR 121.103(h)
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MAJOR DIFFERENCES:
AFFILIATION
Common Affiliation Issues in Joint Ventures:
Exceptions to General Rule:


Situations where size of each concern does not have to be
aggregated for purposes of size determination:
‒

(New(ish)) Each JV partner individually meets the
applicable small business size standard, regardless of
combined size of the JV partners

‒

If the members of the JV are part of an approved
Mentor-Protégé relationship (more on this to come!)
•

Under the 8(a) Mentor/Protégé Program; or

•

The “All Small” Business Mentor/Protégé Program
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MAJOR DIFFERENCES:
AFFILIATION
Common Affiliation Issues in Joint Ventures:
“Three in Two Rule”




JV may not be awarded more than three contracts over a two-year period
or it risks a finding of general affiliation between its members

‒

Two-year period begins with the award of the first contract to the JV

‒

JV may ultimately receive more than three contracts, as long as the
JV submitted the winning proposals before it won its third contract
and before expiration of the two-year period

Same two entities may form additional joint ventures and each may be
awarded three contracts over two years
‒

At some point, however, such a long-standing inter-relationship or
contractual dependence between the same joint venture partners
will lead to a finding of general affiliation between and among them
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MAJOR DIFFERENCES:
WORK PERCENTAGE ISSUES
For both Teaming Arrangements and Joint Ventures


In the case of a contract for services (except construction), no more than
50% of the amount paid by the government to it to firms that are not
similarly situated



In the case of a contract for supplies or products (other than from a
nonmanufacturer of such supplies), no more than 50% of the amount paid
by the government to it to firms that are not similarly situated



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



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

13 CFR 125.6 – Limitations on Subcontracting
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MAJOR DIFFERENCES:
WORK PERCENTAGE ISSUES
In addition, for Joint Ventures


The small business partner to the joint
venture must perform at least 40% of the
work performed by the joint venture
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MAJOR DIFFERENCES:
AFFILIATION
Teaming Arrangements


In order to combat potential problems with percentage of
work requirements and control:
–

Prime Contractor and Subcontractor roles are generally
defined in teaming agreement provisions, with emphasis on
how Prime controls and manages the contract

–

Make sure Prime Contractor scope of work is appropriately,
and very specifically, defined

–

Explicitly state percentage of work (be sure to use the right
calculation for the specific contract) to be performed by
each party in teaming agreement provisions
•

Also describe in narrative form the type of work
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MAJOR DIFFERENCES:
AFFILIATION
Teaming Arrangements


In order to combat other affiliation issues:
–

Ensure that team members are operating as two
independent companies. This includes separate
office, employees, etc.

–

Be wary of previous relationships

–

Limit the number of projects on which you team

–

Record all business transactions and ensure all are at
arms-length

–

Keep separate, independent financials
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MAJOR DIFFERENCES:
AFFILIATION
Mentor Protégé Relationships


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
–



Referred to as an “exclusion from affiliation”

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
mentor)
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MAJOR DIFFERENCES:
AFFILIATION
Mentor Protégé Relationships


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



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), which include:
–

A compliant JV agreement

–

Compliance with performance of work requirements

–

Certifying compliance prior to performance of any contract
set aside for small businesses
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MAJOR DIFFERENCES:
AFFILIATION
Mentor Protégé Relationships


If you are using the program correctly, it should shield
you from a finding of affiliation based on the ties
formed as a part of the mentor/protégé
relationship…but it will not protect you from a finding
of affiliation based on things that would, independently,
constitute an affiliation



A mentor protégé relationship is NOT a free pass from
a finding of affiliation
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How Does Each Relationship
Actually Work?
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TEAMING:
TYPES OF TEAMS
Small Business Prime Contractor with Large Subcontractor


Most commonly, this is the arrangement



All of the small business programs provide certain types of
small businesses an advantage over the competition



As a result, large businesses like to team with small
businesses so that they can also reap these benefits



This arrangement also allows the small business to utilize
the experience and resources of the large business
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TEAMING:
TYPES OF TEAMS
Small Business Prime Contractor with Small Business
Subcontractor


Less common arrangement



A small business could team with another type of small
business to either combine capabilities, or take advantage
of that business’ eligibility pursuant to another small
business program
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TEAMING:
BENEFITS


Merge Skills and Assets



Leverage Capabilities to Provide Client with Best value



Small Business Contracting Advantages (Small Business Helps
Large Business



Strengthen Important Evaluation Factors or “Discriminators”
(Large Concern Helps Small Business) to Maximize “Best Value”
–

Technical expertise

–

Past Performance

–

Experience

–

Customer Knowledge

–

Cost Performance
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TEAMING:
COMPARED TO JVS
 Timing
 Affiliation

 Control (if you are the sub, as opposed
to a member of the JV you have less
control)
 Arguably less “formalized” agreement
– Enforceability and Exclusivity?
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TEAMING:
CRITICAL CONSIDERATIONS
 The terms of the solicitation that your
business wishes to pursue
 Whether the relationship will destroy the
“small” size status of the prime
contractor or otherwise nullify small
business program eligibility
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JOINT VENTURES:
THE BASICS
Setting Up a Joint Venture


Joint Ventures do not need to be incorporated or established
as a separate LLC – may be in the form of an formal or
information partnership
–

If JV exists as a formal separate legal entity, it may not be
populated with individuals intended to perform contracts
awarded to the JV, but it JV may have its own separate
employees to perform administrative functions



Joint Ventures must be set forth in writing through a
compliant agreement



Joint Ventures must be identified as such in SAM
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JOINT VENTURES:
THE BASICS
When a JV competes for a small business setaside contract:


When evaluating the past performance and
experience of an entity submitting an offer for a
contract set aside or reserved for small business
as a joint venture, a procuring agency must
consider work done individually by each partner to
the joint venture as well as any work done by the
joint venture itself previously
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JOINT VENTURES:
THE BASICS
If the JV is formed by entities in an approved mentorprotégé relationship:


The small business must own at least 51%



The JV must perform the applicable percentage of
work required by the regulations government the type
of contract, and the small business partner to the JV
must perform at least 40% of the work performed by
the JV



Each partner to the JV will receive profits from the JV
commensurate with the work performed by the
concern
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JOINT VENTURES:
AS COMPARED TO TEAMING
Advantages/Disadvantages Compared to Teaming:


Timing



Affiliation



Control



Liability



More formalized
–

Enforceable, solid

–

Termination can be complicated - Know who you are getting
involved with
50

Mentor Protégé:
How Does it Work?
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MENTOR PROTÉGÉ:
FRAMEWORK
Goal


These programs are “designed to enhance the
capabilities of protégé firms by requiring approved
mentors to provide business development assistance
to protégé firms and to improve the protégé firms’
ability to successfully compete for federal contracts.”



These relationships are strictly monitored by the SBA



A mentor protégé relationship is not a vehicle for
simply joining forces to work on a procurement
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MENTOR PROTÉGÉ:
FRAMEWORK
Most Common Mentor Protégé Programs:




SBA 8(a) Mentor Protégé Program
–

Open to participants in the SBA’s 8(a) Program

–

Governed by 13 C.F.R. 124.520

SBA All Small Business Mentor Protégé Program
–

Single, all-inclusive program

–

Governed by 13 C.F.R. 125.9
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MENTOR PROTÉGÉ:
FRAMEWORK
Process


Admission into either program requires an application



Must also submit a written mentor-protégé agreement
outlining the needs and goals of the protégé firm and the
specific assistance that the mentor firm will provide



The mentor firm must also have a business plan with clear
objectives



The application outlining the relationship must be approved
by the SBA and will be monitored by the SBA throughout the
relationship

54

MENTOR PROTÉGÉ:
BENEFITS
As a participant in a Mentor Protégé Program:




Protégé gains assistance from Mentor in areas such as
–

Management and technical assistance

–

Financial assistance

–

Business development assistance

–

Contracting assistance

–

General and administrative assistance

Protégé can also gain prime contracting experience
–

As a result of the exclusion from affiliation, parties can enter
into JV agreements to compete for contracts
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MENTOR PROTÉGÉ:
BENEFITS
As a participant in a Mentor Protégé Program:


Protégé can obtain other forms of SBA assistance as the
result of its good standing in the Mentor-Protégé program



Protégé can receive financial assistance from Mentor as a
result of the agreement
–

Mentors can own an equity interest of up to 40% in protégé
firm to help it raise capital
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SUMMARY
There are large differences between teaming, joint
venturing, and entering into a mentor protégé relationship


In order to assess which relationship is best for your firm,
consider
–

Your business’ short and long term goals

–

Your business’ need for growth/experience

–

If there is a particular procurement opportunity that you’re
interested in
•

If so, considering the language of the solicitation in
order to assess whether teaming or a JV would be
most beneficial
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QUESTIONS?
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Thank You For Participating
Following this call you will receive links to the podcast of
this session, along with a brief survey.
www.GiveMe5.com
Your feedback is important to us! Please take a moment to
fill out the survey so that we can bring you the best
training possible.

•
•
•
•

Get Involved!
Join a policy issue committee and learn how policy can impact your business growth
Make your voice heard - become a member of our national Instant Impact Advocacy
Team
Participate in our educational series – unlimited opportunities for you and your staff
Receive weekly policy updates and briefings

1-888-488-WIPP
www.wipp.org
Questions? Contact WIPP Staff
Program & Education Coordinator: Lin Stuart▪ LStuart@wipp.org ▪ (415) 434-4314
Membership Coordinator: Lynn Bunim ▪ Lbunim@wipp.org ▪ (415) 434-4314
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