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Commercially Useful Function (CUF) 
Definition:

 Commercially Useful Function (CUF) essentially means that a 
Disadvantage Business Enterprise (DBE) is independently 
playing a necessary and useful role in the project, as required by 
49 Code of Federal Regulation (CFR) 26.55.

 Counting is related to CUF and based on a DBE’s function, as 
either a contractor, consultant, regular dealer, trucker, 
manufacturer, broker or other person that arranges or expedites 
transactions.



Commercially Useful Function (CUF)
Authority:

 Under the terms established in 49 CFR 26.55 a DBE performs a 
commercially useful function when:

 It is responsible for execution of the work of the contract and is 
carrying out its responsibilities by actually performing, managing, 
and supervising the work involved.

 It is responsible, with respect to materials and supplies used on 
the contract, for negotiating price, determining quality and 
quantity, ordering the material, and installing (where applicable) 
and paying for the material itself. 

 The DBE firm performs at least 30% of the subcontract.



Commercially Useful Function (CUF)

 A DBE does not perform a commercially useful function if:

 Its role is limited to that of an extra participant in a transaction, 
contract, or project through which funds are passed in order to obtain 
the appearance of DBE participation.

 If a DBE does not perform or exercise responsibility for at least 30 
percent of the total cost of its contract with its own work force, or 

 the DBE subcontracts a greater portion of the work of a contract than 
would be expected on the basis of normal industry practice for the type 
of work involved, you must presume that it is not performing a 
commercially useful function. 

 https://www.fhwa.dot.gov/federal-aidessentials/catmod.cfm?id=86

https://www.fhwa.dot.gov/federal-aidessentials/catmod.cfm?id=86


Commercially Useful Function (CUF)
Monitoring

 State Agency (STA’s) are required to implement compliance 
mechanisms and monitor contract performance to ensure 
compliance with 49 CFR 26.37, 26.53, & 26.55

 FHWA Division Construction Monitoring Program 
FHWA Construction Program Management and Inspection 
Guide
FHWA Area Engineer’s Manual



Commercially Useful Function (CUF)
Monitoring

 In most cases, the DBE CUF reviews are conducted by the STA’s staff.
 DBE subcontracts - as part of the subcontract approval process, 

DelDOT CR staff should review subcontracts for consistency with 
commitment documents

 Resident Engineer (RE) Journals/Diaries - lists equipment, personnel 
employed, and type or item of work

 Delivery Slips - to determine origin, addressee, quantities, and firm 
making the delivery 

 Material Invoices - to determine charges and intended payee; provide 
indication of the firm that ordered



Commercially Useful Function (CUF)
Monitoring

 Documents reviewed:

 Certified payrolls - Should be consistent with resources employed 
for same time period in the RE’s journal/diary

 Lease Agreements - term and conditions of lease, and charges if 
applicable

 Record of Payment (i.e. canceled checks, bank records, etc.) - to 
determine actual payer

 DBE Provisions - DelDOT’s DBE contract provisions should be 
present and contain requirements  pertinent to termination, 
substitution, administrative remedies, and other key matters



(CUF)
Monitoring 

Red Flags:

DBE owner or manager provides little or no supervision of work

DBE has no control over scheduling and work operations

DBE’s superintendent is not a regular employee of the firm, or the 
prime/prime’s affiliate supervises the DBE’s work

Inquiries by Recipient Are Answered by the Prime Contractor



Remember:

A DBE performs a commercially useful function when:
 It is responsible for execution of the work of the contract and is 

carrying out its responsibilities by actually performing, managing, 
and supervising the work involved.

 It is responsible, with respect to materials and supplies used on the 
contract, for negotiating price, determining quality and quantity, 
ordering the material, and installing (where applicable) and paying 
for the material itself. 

 The DBE firm performs at least 30% of the subcontract.



Questions?
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