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§ 2HNDE)
: . " This compilation includes
PL 106-168, approved 12/9/99.
SMALL BUSINESS ACT
(Public Law 85-536,' as amended) Citation.

§ 1. This Act may be cited a3 the "Small Business Act”.

. . . _ Policy of
§2. {ay  The essence of the American cconomic system of private enterprise is Congress.
free competition. Only through full and free competition can free markets, free entry 15 LISC 631

into business, and opportunities for the expression and growth of persenal initiative and
individual judgment be assured. The preservation and expansion of such competitionis °
basic not only to the econamic well-being but to the security of this Nation. Such
security and well-being cannot be realized unless the actual and potential capacity of
small business is encouraged and developed. 1t is the declared policy of the Congress
that the Government should aid, counsel, assist, and protect, insofar as is possible, the
interests of small-business concerns in order to preserve {ree competitive enterprise, to
insure that a fair proportion of the total purchases and contracts or subcontracts for

. property and services for the Government {including but not limited to contracts or
subcontracts for maintenance, repair, and construction) be placed with small business
enterprises, 1o insure that a fair proportion of the total sales of Government property be
made toé such enterprises, and to maintain and strengthen the overall economy of the
Nation.

by (1 Itisthe declared policy of the Congress that the Federal
Government, through the Small Business Administration, acting in cooperation with the
Depariment of Commerce and other relevant State and Federal agencies, should aid and
assist small businesses, as defined under this Act, to increase their ability o compete in
international markets by--

{A)}  enhancing their ability to export;

(B} facilizating technology transfers;

"Anproved July 18, 1938 (72 Stat. 384).

*I've subsontracts of contractors performing work or rendering services under Government procurement contracts were
included within the policy stalements of § 2{a) by § 6 of PL 87-305, approved Sept. 26, 1961 (75 Siat, 667).

TNew sextions 2{BX 1) and (2) added by § 8602 of PL 100-418, approved August 23, 1988 (102 Seat. 1553}, O
. subsections 2{b} through 2(e) redesignated as 2(c} through 2(f), respectively.

z
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SMALL BUSINESS ACT § 2AMEANA)

{C}  enhancing their ability to compete effectively and . \
efficiently against imports; :

(I3} increasing the access of small businesses 1o long-term
capital for the purchase of new plant and equipment used in the production of goods and
services involved in Intemational trade; :

{E}  disseminating information concerning State, Federal, and
private programs and initiatives to enhance the ability of small businesses to compete in
international markets; and

(Fy  ensuring that the interests of small businesses are
adequately represented in bilateral and multilateral trade negotiations.

(2y  The Congress recognizes that the Department of Commerce is the
principal Federal agency for trade development and export promotion and that the
Department of Commerce and the Small Business Administration work together to
advance joint interests. It is the purpose of this Act to enhance, not alter, their respective
roles. *

(¢)'  Itis the declared policy of the Congress that the Government, through the
Small Business Administration, should atd and assist small business concerns which are
engaged in the production of fooed and fiber, ranching, and raising of livestock, .
aquaculture, and all other farming and agricultural related industries; and the financial !
assistance programs authorized by this Act are also to be vsed to assist such concerns. -

@ (1Y  The assistance programs authorized by sections 7(i) and 7(j) of
this Act are to be utilized 1o assist in the establishment, preservation, and strengthening
of small business concerns and improve the managerial skills employed in such
enterprises, with special attention to small'business concerns (1) located in wrban or rural
areas with high proportions of unemployed or low-income individuals; or (2) owned by
low-income individuals; and to mobilize for these objectives private as well as public
managerial skills and resources,

(2}6 (A)  Withrespect to the programs authorized by section 7(3) of
this Act, the Congress finds -

*Former section 2(bY, now 2{c) - see fostaote 3 - added by § 112{a) of PL 94-303, approved June 4, 1976 (90 St 653,
See § 18(b} of this Act for changes made by § 1% of PL 96302, spproved July 2, 1980 (84 St 833), which affeqt
disaster loan assistance (o sgricuitural enterprises,

Sadded by § 2(a)(1) of PL 93-386, approved August 23, 1974 (88 Stat. 742). Section 2(d)(2) added by § 203 of PL,
95.507, approved Oct, 24, 1978 (92 Stat. 1757). .

*armer section 2e)(2), now H{dK2), added by § 203 of PL $5-507, approved Oct. 24, 1978 (92 Stat, 1757),

Z {Rev. 9, Change 2)
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§ 2} 2)BNI)
$MALL BUSINESS ACT

(i)  that ownership and control of productive capital is
concentrated in the economy of the United States and certain groups, therefore, own and
contro! little productive capital;

_ (i} that certain groups in the United States own and control
little productive capital because they have limited opportunities for small business
ownership;

{(iti)  that the broadening of small business ownership among
groups that presently own and control little productive capital is essential 1o provide for the
well-being of this Nation by promoting their increased participation in the free enterprise
system of the United States;

{iv)  that such developient of business ownership among
groups that presently own and control little productive capital will be greatly facilitated
through the creation of & srnall business ownership development program, which shall
provide services, inchuding, but not limited to, financial, management, and technical
assistance.

(v)  that the power to let’ Federal contracts pursuant 1o
section 8(a} of the Small Business Act can be an effective procurement assistance tool for
development of business ownership among groups that own and control little productive
capital; and

{vi)  that the procurement authority under section 8{a) of the
Small Business Act shall be used oniy a5 g tool for developing business ownership among
groups that own and vontro} little productive capital,

(B) It is therefore the purpose of the programs authorized by
section 7{i) of this Actto -

- {D) foster business ownership and development by
individuals in groups that own and control little productive capital; and

(i)  promote the competitive viability of such firms in the
marketplace by creating 4 smali business and capital ownership development program to
provide such available financial, technical, and management assistance as may be necessary.®

"Phrase “sole source” deleted by subsection 204{(b) of PL 106-658, approved Nov, 15, 1988 (102 St 3839).

*The phrase “and development” in section 2(d}(2XBXi} and "in the marketplace” in section 20dX2)(B)(1) added by § 204(a)
of PL 160.656, approved Nov. 13, 1988 {102 Star. 3855} '
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(¢  Further, it is the declared policy of the Congress that the Government should
aid and assist victims of floods and other catastrophes, and small-business concerns which
are displaced as a result of federally aided construction programs. ™

H (1)  Withrespect to the Administration's business development programs |

the Congress finds -

(A) that the opportunity for full participation in our free enterprise
system by socially and economically disadvantaged persons is essential if we are to obtain
social and economic equality for such persons and improve the functioning of our national
economy;

(B)  that many such persons are socially disadvantaged because of
their identification as members of certain groups that have suffered the effects of
discriminatory practices or similar invidious circumstances over which they have no control;

(C)  that such groups include, but are not limited to, Black
Americans, Hispanic Americans, Native Americans, Indian tribes," Asian Pacific
Americans,”* Native Hawaiian Organizations,”” and other minorities;

(D)  that it is in the national interest o expeditiously ameliorate the
conditions of socially and economically disadvantaged groups;

(E}  that such conditions can be improved by providing the
maximum practicable opportunity for the development of small business concerns owned by
members of socially and economically disadvantaged groups;

(F)  that such development can be materially advanced through the
procurement by the United States of articles, equipment, supplies, services, materials, and
construction work from such concerns; and

*Formerly § 2{b). Redesignated as § 2(c) by § 2(a){(1} of PL 93-385, approved Aug. 23, 1974 (88 Stat. 742). Redesignated
as § 2{dy by § 112 {8} of PL. 94-303, approved June 4, 1976 (90 Stat. 663). For redesignation as § 2(e) see footnote 3, snora.

®The last 15 words of this subsection (previousty § 2(b)), added by § 305(b) of PI, $7-70, the Housing Act of 1961,

approved June 30, 1961 (75 Stat. 167). These words rendered moot by repeal of §§ 7(BX3) throogh (5} by § 1913{a) of PL

97-35, approved Aug. 13, 1981 (95 Stat. 357).

HeIndian tribes” added by § 18015(z) of PL. 99272, approved April 7, 1986 (100 Stat. 370).

B Asian Pacific Americany” added by § 118{a) of PL 96302, approved July 2, 1980 (34 Staz. $33). Section 118{¢}13 of PL,
96-302 further provides that this provision shall apply as if included in § 201 of PL 5-507, which added former § 2(¢), now

§ 21}, 10 the Smisli Business Ac.

BSection 207(b} of PL, 1060-656, approved Nov. 15, 1988 (102 Stat. 3861), added "Mative Hawaiian Crganizations,”
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(G} that such procurements also benefit the United States by
encouraging the expansion of suppliers for such procurements, thereby encouraging
competition among such suppliers and promoting economy in such procurements.

{2)  Itis, therefore, the purpose of section S{a) ts w

(A}  promote the business development of small business concems
owned and controllied by socially and economically disadvantaged individusis so that such
concems can compete on an equal basis in the American economy;

(By promote the wmpeﬁzivc viability of such concerns in the
marketplace by providing such available contract, financial, technical, and management
assistance as may be necessary; and

(Cy  clarify and expand the program for the procurernent by the
United States of articles, equipment, supplies, services, materials, and construction work
from small business concerns owned by socially and economically disadvantaged
individuals,**

()" In administering the disaster loan program authorized by section 7 of this.Act,
to the maximum extent possible, the Administration shall provide assistance and counseling
to disaster victims in filing applications, providing information relevant to loan processing,
and in loan closing and prompt disburserment of loan procesds and shall give the disaster
program & high priority in allocating funds for administrative expenses.

) {1 With respect to the programs and activities authorized by this Act, the
Congress finds that<.

{A)} women owned business has become a major contributor o the
Amencan economy by providing goods and services, revenues, and jobs;

{B)  over the past two decades there have been substantial gains in
the social and economic status of women as they have sought economic equality and
independence,

(C)  despite such progress, women, 83 8 group, are $ubj ected to
discrimination in entreprencurial endeavors due to their gender; -

HFormer subsection {e3 {now (f) - sec footnote 3) added by § 201 of PL 95-507, approved Qct. 24, 1978 (92 Stat. 1757).
Subsection 2(£)(2) rewritter by stlssection 204(a)2) of PL. 180-656, approved Nov. 15, 1988 (102 Stat. 3859).

SSubsection (g} added by § 118 of PL 100-590, approved Nov. 3, 1988 (107 Stat, 2999},

*Subsection (h) added by § 101 of PL 1G0.333, the Women's Business Ownership Act of 1938, approved Oct. 25, 1988 (102
Sat, 26890,
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(I} such discrimination takes many overt and subtle forms . "
adversely impacting the ability to raise or secure capital, to acquire managerial talents, and to
.capture market opportunities;

{E} it is in the national interest te expeditiously remove
discriminatory barriers to the creation and dcvclopment of small business concerns owned
and controlled by women,

(F }  the removal of such barriers is essential to provide a fair
opportumty for full participation in the free enterprise system by women and to further
increase the economic vitality of the Nation; .

{GY  increased numbers of small business concerns owned and
controlled by women will directly benefit the United States Government by expanding the
potential number of suppliers of goods and services to the Government; and

(H) programs and activities designed to assist small business
concerns owned and controlled by women must be implemented in such a way as to remove
such discriminatory barriers while not adversely affecting the rights of sociaily anci
economically disadvantaged individuals. )

{2} liis, therefore, the purpose of those programs and activities conducted . §
under the authority of this Act that assist women entreprengurs o

{A}  vigorously promole the legitimaste interests of small business
concerns owned and controlied by women;

{B) remove, insofar as possible, the discriminatory barriers that are
encountered by women in accessing capital and other factars of production; and

{C)  require that the Government engage in a systematic and
sustained effort to identify, define and analyze those discriminatory barriers facing women
and that such effort directly involve the participation of women business ownersinthe
public/private sector partnership.

()" PROHIBITION ON THE USE OF FUNDS FOR INDIVIDUALS NOT
LAWFULLY WITHIN THE UNITED STATES.--None of the funds made available pursuant
to this Act may be used to provide any direct benefit or assistance to any individual in the
United States if the Administrator or the official to which the funds are made available
receives notification that the individual is not lawfully within the United States.

ViNew subsection 2() added by § 509 of P.L. 103-403, approved Oce. 22, 1994 (108 Stt, 4204), .

6 {Rev. 9)
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GY* CONTRACT BUNDLING - In complying with the statement of congressional ~ <ootraet
policy expressed in subsection (a), relating 0 fostering the participation of small business Sundling.
concerns in the contracting opportunities of the Government, cach Federal agency, 10 the
maximum extent practicable, shall -

(1)  comply with congressional intent to foster the participation of small
business concems as prime contractoers, subcontractors, and suppliers;

{2)  structure its coptracting requirements to facilitate competition by and
among small business concerns, taking all reasonable steps to eliminate obstacles to their
participation; and

(3}  avoid unnecessary and unjustified bundling of contract requirements
that precludes small business participation in procurements as prime contractors,

§3% (@) (1)  Forthe purposes of this Act, 2 small-business concern, including but  Small business
not limited & enterprises that are engaged in the business of production of food and fibey,  defined.
ranching and raising of livestock, aquaculture, and all other farming and agricultural related 13USCé3z.
industries,™ shall be deemed to be one which is independently owned and operated and which

is not dominant in its field of operation: Provided, That notwithstanding any other provision

of law, an agricultural enterprise shall be deemed (6 be a small business concemn if &t

(including its affiliates) has annual receipts not in excess of $500,000.%

(2}23 ESTABLISHMENT OF SIZE STANDARDS — Establishment of
. size standards,

" Subsection 207} added by § 411 of P.L.. 105-135, approved Dee. 2, 1997 {111 Stat. 2617).

BSection ¥ redesignated § 3(a) by § 224(b) of PL 95-507, approved Oct. 24, 1978 (52 Stat, 1757); redesignated § 3(a}(1)by §
921{FX1) of PL 99-661, approved Nov. 14, 1986,

“The clause beginning with "including” added by § 112(b) of PL. 94-305, approved June 4, 1576 (90 Stat. 663).

“pvavision defining agricultural snterprice as small business concern If it has annual receipts not in excess of $560,000
added by § 18016 of PL 99-272, approved April 7, 1986 (180 Stat, 371). Language following this foomote signal was
deleted by § 222(a) of PL H02.366, approved Sept. 4, 1992 {106 Stat. 999). The delcted language is reprinted beiow:

in addition to the foregoing criteria the Administrator, in making a detailed definition may use these critena, among
others: Numbers of employees and dotlar volume of business Provided, That the Administration shall not
prosnuigate, amend, or escind any rule or regulation with respect 1o size tandards prior to March 31, 198), Where
the namber of employees Is used as one of the criteria in making such definition for any of the purposes of this Agt,
the maximam pumber of emplovees which a smali-business concern may have under the definition shall vary from
indlustry to industry to the extent necessary 1o reflect differing characteristics of such industries and to take proper
account of other relevant factors.

HSubsection 3{a)2) rewritten by § 30) of B.L. 103-403, approved Oct. 22, 1994 (108 Saat. 4187). Text of former subsection
3(a)(2), added by § 222(a) of PL 102-366, approved Sept. 4, 1952 {108 Stat. 999), reprinted below:

(3] in addition 1o the eriteria specified in paragraph (1), the Administrator may specify detailed definitions or
standards {by number of employees or doflar votume of business) by which a business concem is to be recognized

7 _ {Rev. 9)
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‘ (A) N GENERAL.--In addition to the criteria specified in . '
paragraph (1), the Administrator may specify detailed definitions or standards by which a
business concern may be determined to be a small business concern for the purposes of this
Act or any other Act. »

{(B) ADDITIONAL CRITERIA.--The standards described in
paragraph {1) may utilize number of employees, dollar volume of business, net worth, net
income, a combination thereof, or other appropriate factors.

(C) REQUIREMENTS.~{Inless specifically authorized by statute,
no Federal department or agency may prescribe 2 size standard for categorizing a business
concern as a small business concern, unless such proposed size standard-—

) is proposed after an opportunity for public notice and
comment; )

(i)  provides for determining-~
I the size of a manufacturing concem as measured
by the manufacturing concern’s average employment based upon esployment during each of
the manutacturing concer's pay periods for the preceding 12 months; - .

{an the size of a business concern providing
services on the basis of the annual average gross receipts of the business concemn over a
period of not less than 3 years;

(I}  the size of other business concerns on the basis
of data over a peniod of not less than 3 years; or

25 a smali business concern for the purposes of this Act er any other Aet. Unless specifically suthorized by stamte,
the Secretary of 2 departraent of the head of a Federa! agency may not prescribe for the use of such department or
agency a size standard for categorizing a business concern as a small business concern, unkess such proposed size
standard-~

{A} is being proposed after an opportunity for public notice and comment;

(B) provides for determining, over a period of not less than 3 years— -

0] the size of a manufacturing concern on the basis of the mumber of its smployees during

that period; and
Gii} the size of 2 concern providing services on basis of the average grogs receipts of the
coucern during that peniod; and .
L is approved by the Administrator, .
!

g (Rev. §)
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(IV)  other appropriate factors; and
(i} is épprov&d by the Administrator.

(3)  When establishing or approving any size standard pursuant to
paragraph (2}, the Administrator shal! ensure that the size standard varies from industry to
industry 10 the extent necessary to reflect the differing characteristics of the various industries
and consider other factors deemed to be relevant by the Administrator.

(b  for purposes of this Act, any reference to an agency or department of the “Federa)
United States, and the term ” Federal agency”, shall have the meaning given the term agency”.
"agency” by section 551(1) of title 5, United States Code, but does not include the United “Agency”.

States Postal Service or the General Accounting Office®

L O For purposes of this Act, a qnaii‘ﬁéd gmployee trust shall be eligible  Small Business
for any loan guarantee under section 7(a) with respect to a small business concern on the Employee
samne basis as if such trust were the same legal entity as such concem. 3‘;’;‘;‘?"? Act

(2}  For purposes of this Act, the term "qualified employee trust” means,  “Cualified
with respect to a small business concern, a trust - smuployee oust.

”

{A)  which forms part of an employee stock ownership plan (as
defined in section 4973(e)(7) of the Internal Revenue Code of 1954) - :

() which is maintained by such concern, and .

(ify  which provides that each participant in the plan is
entitled to direct the plan as to the manner in which voting rights under qualifying employer
securities {as defined in section 4975(e)(8} of such Code) which are allocated 1o the account
of such participant are to be exercised with respect o a corporate matter which (by law or
charter) must be decided by a majority voie of outstanding common shares voted; and

(B)  in the case of any loan guarantee under section 7(a), the trustee
of which enters into an agreement with the Admnistrator which is binding on the trust and
on such small business concern and which provides that --

{i} | the loan guaranteed under section 7{a} shall be used
solely for the purchase of qualifying employer securities of such concem,

Bection 3(b) added by § 224(b) of PL 95507, approved (ot. 24, 1978 (92 Stat. [757).
¥New subsection 3{c) added by Title ¥, § 504, of PL. $6-302, approved Juiy 2, 1980 (94 Stat. 333). Title V may be cited a8

“Srall Business Employee Owaership Act of 1988, Effective date is Qet. [, 1980, according to § 307 of FL 96-302. Se¢e
page 9795 of this Handbook. '

9 ‘ Rev. 9)
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' ity - all funds acquired by the concern i such purchase shall . %
be used by such concern solely for the purposes for which such loan was guarantesd,

{iii}  such concern will provide such funds as may be
necessary for the timely repayment of such loan, and the property of such concer shall be
available as security for repayment of such lean, and

(iv)  all qualifying employer securities acquired by such trust
in such purchase shall be allocated to the accounts of participants in such plan who are :
entitled to share in such allocation, and each participant has a nonforfeitable night, not later
than the date such loan is repaid, to all such qualifying employer securities which are so
allacated to the participant’s account. '

(3}  Under regulations which may be prescribed by the Administrator, a
trust may be treated as 2 qualified emplovee trust with respect 1o a small business concem if

e

(A}  the trust is maintained by an employee organization which
represents at least 51 percent of the employees of such concern, and ‘

{B}  such concem maintains a plan —

{i}°  whichis an employee benefit plan which is designed to
invest primarily in qualifying employer securities (as defined in section 4975(e)(8) of the
Internal Revenue Code of 1954),

(i)  which provides that each participant in the plan is
entitled to direct the plan as to the manner in which voting rights under qualifying employer
securities which are allocated to the account of such participant are to be exercised with
respect to a corporate matter which {by law or charter) must be decided by a ngurxty vote of
the outstanding common shares voted,

{11)  which provides that each participant who is entitled 10
distribution from the plan has a right, in the case of qualifying employer securities which are
not readily tradable on an established market, to require that the concern repurchase such
securities under a fair valuation formula, and

(ivy  which meets such other requirements {similar to
requirements applicable to employee stock ownership plans as defined in section 4973(e}(7)
of the Internal Revenue Code of 1954) as the Administrater may prescribe, and

(C)  inthe case of a loan guarantee under section 7(a}, such é
organization enters into an sgreement with the Administration which is deseribed in
paragraph (2)(B).

16 {Rey. 9
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(d)*  For purposes of section 7 of this Act, the term "qualified Indian tribe"
means an Indian tribe as defined in section 4(2) of the Indian Self-Determination and
Education Assistance Act, which owns and controls 100 per centum of a small business
concern.

(e) For purposes of section 7 of this Act, the term "public or private
organization for the handicapped” means one --

(1)  which is organized under the laws of the United States or of any
State, operated in the interest of handicapped individuals, the net income of which does
not inure in whole or in part to the benefit of any shareholder or other individual;

(2)  which complies with any applicable occupatlonal health and
safety standard prescribed by the Secretary of Labor; and

(3)  which, in the production of commeodities and in the provision of
services during any fiscal year in which it received financial assistance under this
subsection, employs handicapped individuals for not less than 75 per centum of the
man-hours required for the production or provision of the commeodities or services.

(*  For purposes of section 7 of this Act, the term “handlcapped individual”
means an individual—

(1)  who has a physical, mental, or emotional impairment, defect,
ailment, disease, or disability of a permanent nature which in any way limits the
selection of any type of employment for which the person would otherwise be qualified
or qualifiable; or

(2)  who is a service-disabled veteran.

(g}  For purposes of section 7 of this Act, the term " energy measures”
includes --

“Qualified
Indian
tribe.”

“Public or
private
organization
for the
handicapped.”

“Handi-

capped
individual.”

“Energy
measures.”

BNew subsections 3(d) - 3(i) added by § 1903 of PL 97-35, approved Aug. 13, 1981 (95 Stat, 357). For another
definition of "credit elsewhere” [§ 3(h})] see § 18(b)}(2) of this Act. For definition of "Indian Tribe" under § 8(a}, see §

B(a)(13).

%Subsection 3(f) rewritten by § 401(a) of P.L. 106-50, approved August 17, 1999 (113 Stat. 243). Text of former

subsection 3(f) is reprinted below:

For purposes of section 7 of this Act, the term “handicapped individual” means a person who has a physical,
mental, or emotional impairment, defect, ailment, disease, or disability of a permanent nature which in any
way limits the selectioh of any type of employment for which the person would otherwise be qualified or

qualifiable.

(Rev. 9, Change 1}
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SMALL BUSINESS ACT §30)
(1)  solar thermal energy equipment which is ither of the active type
based upon mecharcally forced energy transfer or of the passive type based on [

convective, conductive, or radiant energy fransfer or some combination of these types;
(2)  photovoltaic cells and related equipment;

(3)  aproduct or service the primary purpose of which is conservation
of energy through devices or techniques which increase the energy efficiency of existing
equipment, methods of operation, or systems which use fossil fuels, and which is on the
Energy Conservation Measures list of the Secretary of Energy or which the
Administrator determines 1o be consistent with the intent of this subsection;

{4}  equipment the primary purpose of which is praé%actien of energy
from wood, hological waste, grain or other biomass source of energy,;

{5}  equipment the primary purpose of which 1s industnial
cogeneration of energy, district heating, or production of energy from industrial waste;

{(8)  hydroelectric power equipment;
(7} 'wind energy conversion equipment; and

{8  engineering, architectural, consulting, or other professional .
services which are necessary or appropriate to aid citizens in using apy of the measures 3
described in paragraph {1} through (7).

(h}  For purposes of this Aci, the term "credit elsewhere” means the “Credit
availability of credit from non-Federal sources on reasonable terms and conditions eisewhere.”
* taking into consideration the prevailing rates and terms in the community in or near
where the concern transacts business, or the homeowner resides, for similar pmpﬁses
and periods of time,

(i) For purposes of section 7 of this Act, the term "homeowners” includes “Home-n
owners and lessees of residential property and also includes personal property. GWRELS.
(¥ For the purposes of section 7(0)(2) of this Act, the term "smiall “Srall

agricultural cooperative” means an association (corporate or otherwise) acting pursuant agricultural .
to the provisions of the Agricultural Marketing Act (12 U.8.C. 11414}, whose size does ?%‘V”s
not exceed the size standard established by the Administration for other similar 1141G)).
agricultural small business concerns. [n determining such size, the Administration shall

PSubsection ()} added by § 310 of PL 98-27¢, approved April 18, 1984 (98 Stat. 157) {effective, as per § 313, on Oct. 1,
1983). Section 312 of PL 98-270 provides that this arsendment shall apply to loans pranted on the basis of any i

with respeet to which a declaration has been fssued after Sept. t, 1982, under § 7HHIHA)Y, (B}, or {Cof the Sma;;'
Business Act or with respest 1o which a centification has besn mads after such date under 3 HBY2XD) of such Act

{Rev, 9, Change 1)
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regard the association®® as a business concern and shall not include the income or
employees of any member shareholder of such cooperative.

(k)  For the purposes of this Act, the term "disaster” means a sudden event “Digaster”
which causes severe damage including, but not limited to, floods, hurricanes, tornadoes,
earthquakes, fires, explosions, volcanoes, windstorms, landslides or mudstides, tidal
waves, commercial fishery failures or fishery resource disasters (as determined by the
Secretary of Commerce under section 308(b) of the Interjurisdictional Fisheries Act of
1986)"°, ocean

HSubsection {§) amended by § 111{AX6} of PL 98-473, approved Oct. 12, 1984 (98 Stat. 1837 at 1966), 1o eliminate the
prior requirement that sach member of the board of directors of the governing body individually qualify as 2 small
business concemn. The same amendment slso substituted e term "business concern” for the prior "entity.”

PSubsection (k) added by subsection 119(bX 1) of PL 100-590, approved Nov. 3, 1983 {102 Siat. 2999, Subsection
LIS(hH2) of PL 1006.530 renumbered the second subsection 3() as 300}

 PReference 1o commercial fisheries was added by § 104(b){1) of P.L. 104-208, approved Sept. 30, 1596 {110 Stat.
30087303, Section 104(bXD) provided thar the amendment shall be effective with respeet 10 any disaster occurring on
or after March 1, 1994,

{Rev. 9, Change 1}
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conditions resulting in the closure of customary fishing waters, riots, civil disorders or other
catastrophes, except it does not include economic dislocations.

{Iy"  For purposes of this Act ~

{1} The term "computer crime” means -- “{?amputer
erime.”

{A) any crime committed against a small business concern by
means of the use of a computer; and

{B} any crime involving the illegal use of, or tampering with, a
computer owned or utilized by a small business concern,

(my* For purposes of this Act, the term "simplified acquisition threshold” has the “Simplified
mezning given such term in section 4(11) of the Office of Federal Procurement Policy Act acquisition

(41 USC 403(11). threshald.”
() For the purposes of this Act, a small business concern is a small business Small
concern owned and controlled by women ife. ‘ business
: conoem

(1} atleast 51 percent of small business concem is owned by one or more owned and
women of, in the case of any publicly owned business at least 51 percent of the stack of ?”:ﬁi
which is owned by one or more women; and o i

{2} the management and daily business operations of the business are
controlled by one or more women.

(o) DEFINITIONS OF BUNDLING OF CONTRACT REQUIREMENTS AND
RELATED TERMS - In this Act

{(H BUNDLED CONTRACT - The term “bundied contract” means a “Bundied
contract that is entered into to meet requirements that are consolidated in a bundling of congret.”
contract requirements.

T30} Section 104(B)(2) provided that the amendment shall be effective with respect to any disaster scourring on orgiskliing of
March i, 1644, . cotract
regquirersents.”

*Qubsection {1 (formerly (j)) added by § 6 of PL 98-362, approved July 15, 1984 (98 Stat, 431),

*5ybsection 3(m} added by § 306(e} 1) of PL 101-510, approved Nov. §, 1989 {104 Stat, 1593}, The phrase “smal! purchase
thresheld® changed to “signplified acquisition threshold” by § 4404¢a) of P.L. 103-3385, approved Oct. 13, 1994 {108 Sz,
33493,

“Subsection 3(n) added by § 7106{d) of P.L.. 103-355, approved Oct. 13, 1994 {108 Star. 3376),

 Subsection 3(0) added by § 412 of P.L. 105-135, approved Dec. 2, 1997 (111 Stat. 2617).
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{2y BUNDLING OF CONTRACT REQUIREMENTS - The term
“bundling of contract requirements” means consolidating 2 or more procurement
reguirements for goods or services previously provided or performed under separate smaller
contracts Into a solicilation of offers for a single contract that is likely to be unsuitable for
award to & small-business concern due to —

{A) the diversity, size, or specialized nature of the elements of the
performance specified;

(B)  the aggregate dollar value of the anticipated award;

() the geographical dispersion of the contract performance sites;
or

(D) any combination of éhe factors described in subparagraphs (A),
(B}, and (C).

(3)  SEPARATE SMALL CONTRACT - The term “separate smaller
contract”, with respect to a bundling of contract requirements, means a contract that has been
performed by 1 or more small business conicerns or was suitable for award to 1 or mote small
business concerns. '

{p)* DEFINITIONS RELATING TO HUBZONES - In this Act:

{1}  HISTORICALLY UNDERUTILIZED BUSINESS ZONE - The term
“historically underutilized business zone™ means any area located within 1 or more—

(A}  qualified census tracts;
{By  qualified nonmetropolitan counties; or
(C)  lands within the external boundarnies of an Indian reservation.

(2) HUBZONE - The term "HiJBZone” means a historically underutilized
business zone,

(33 HUBZONE SMALL BUSINESS CONCERN - The term "HUBZone
small business concerm” means a small business concern —

(A) that is owned and controlled by 1 or more persons, each of
whom is a United States citizen; and

M Subscc%ien 3(p) added by § 602¢a) of P.L. 105135, approved Dec. 2, 1997 (111 Stat. 2627).
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(B) the principal office of which is located in a HUBZone; or

(4)  QUALIFIED AREAS—

(A)  QUALIFIED CENSUS TRACT - The term “qualified census _ Joouied
tract” has the meaning given that term in section 42(YSWCYXT) of the Intemal Revenue
Caode of 1986,
“Qualified

(B) QUALIFIED NONMETROPOLITAN COUNTY - The term ﬁmf‘}:ﬂpﬁm
“qualified nonmetrapolitan county” means any county— epunty.

{i} that, based on the most recent data available from the
Bureau of the Census of the Department of Commerce-—

_ ()  is notlocated in a metropolitan statistical area {26 USC
(as defined in section 143(k)(2)(B) of the Internal Revenue Code of 1986); and 143GN2AB)-

(II}  in which the median household income is less
than 80 percent of the nonmetropolitan State median household income; or

(i)  that, based on the most recent data available from the
Secretary of Labor, has an unemployment rate that is not less than 140 percent of the
statewide average unemployment rate for the State in which the county is Jocated.

(%) QUALIFIED HUBZONE SMALL BUSINESS CONCERN -

(A) INGENERAL - A HUBZone smali business concern is
“qualified”, if—m

{1} the small business concern has certified 1n writing to the
Admanisteator (or the Administrator otherwise determines, based on information submiitted to
the Administrator by the small business concern, or based on certification procedures, which
shall be established by the Administration by regulation) that—

{H it is a HUBZone small business concern;

(I} not less than 35 percent of the employees of the
small business concern reside in a HUBZone, and the smali business concern will attemipt to
maintain this employment percentage during the performance of any contract awarded 1o the
small business concern on the basis of a preference provided under section 31¢by;and

(I}  with respect 1o any subcontract entered into by

the small business concern pursuant to a contract awarded to the small business concern
under section 3 1, the small business concern will ensure that—

13 (Rev. 9)
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(aa)  inthe case of a contract for services . ;
{except construction), not less than 50 percent of the cost of vontract performance incurred
for personnel will be expended for its empleyaes or for emplayees of other HUBZone small
business concerns; and

{bb} in the case of a contract for procurement
of supplies (other than procurement from a regular dealer in such supplies), not less than 50
percent of the cost of manufacturing the supplies (not including the cost of materials) will be
incurred in connection with the performance of the contract in a HUBZone by | or more
HUBZone small business concems; and

(ily o certification made or information provided by the
small business concern under clause (i3 has been, in axcordance with the procedures
established under section 31{c){1}—

{4 successfully challenged by an interested party;
or

i)  otherwise determined by the Administrator to be
materially false. '

{B) CHANGE INPERCENTAGES - The Administrator may . i
utilize a percentage other than the percentage specified in under [sic] item (aa) or (bb) of

subparagraph (AT, 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 category.

€y  CONSTRUCTION AND OTHER CONTRACTS - The

" Administrator shall promulgate final regulations imposing requirements that are similar to
those specified in subclauses (IV) and (V) of subparagraph (A)(i} on contracts for general and
specialty construction, and on contracts for any other industry category that would not
otherwise be subject to those requirements. The percentage applicable to any such
requirement shall be determined in accordance with subparagraph (B).

()Y  LIST OF QUALIFIED SMALL BUSINESS CONCERNS -
The Administrator shall establish and maintain a list of qualified HUBZone small business
concerns, which list shall, to the extent practicablgw

(i) iriclude the name, address, and type of business with
respect to each such small business concern;

(i}~ be updated by the Administrator not less than annually; .
and :
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{(iii)  be provided upon request to any Federal agency or
other entity. .

(q)® DEFINITIONS RELATING TO VETERANS min this Act, the following
definitions apply:

{i} SERVICE-DISABLED VETERAN.—The term “service-disabled
veteran” means a veteran with a disability that is service-connected (as defined in section
101{16) of title 38, United States Code).

2y SMALL BUSINESS CONCERN OWNED AND CONTROQLLED
BY SERVICE-DISABLED VETERANS.—The term “small business concern owned and
controlled by service-disabled veterans” means a small business concern—

{A)  notless than 51 percent of which is owned by one or more
service-disabled veferans or, in the case of any publicly owned business, not less than 51
percent of the stock of which is owned by one or more service-disabled veterans; and

{B) the management and daily business operations of which are
controlled by one or more service-disabled veterans or, in the case of a veteran with
permanent and severe disability, the spouse or permanent caregiver of such veteran,

(3)  SMALL BUSINESS CONCERN OWNED AND CONTROLLED
BY VETERANS.~The term “small business concern owned and controlied by veterans”
means a small business concern—

{A} notlessthan 51 percent of which is owned by one or more
veterans or, in the case of any publicly owned business, not less than 51 percent of the
stock of which is owned by one or more veterans; and

{B} the management and daily business operations of which are
controlied by one or more veterans.

{4) VETERAN ~The term “veteran” has the meaning given the term
in section 101(2) of title 38, United States Code.

§4. (@ In order 10 carry out the policies of this Act there is hereby created an
agency under the name “Smal] Business Administration” (herein referred to as the
Administration), which Administration shall be under the general direction and
sppervision of the President and shall not be affiliated with or be within any other agency
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* Subsection 3{q) sdded by § 103{=} of P.L. 106-50, approved August 17, 1999 {113 Staz. 234). Section 1030y of P L.

{06-30 provides:

APPLICABILITY TO THIS ACT »in this Act, the definitions contained in section 3(q) of the Small Business b

Aci, a5 added by this section, apply
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or department of the Federal Government. The principal office of the Administration .,{
shall be located in the District of Columbia, The Administration may establish such ' ;
branch and regional offices in other places in the United States as may be determined by

the Administrator of the Administration. As used in this Act, the term "United States”

includes the several States, the Territories and possessions of the United States, the

Commozzweai&x of Puerto Rico, the Trust mety of the Pacific Isiaads, and the District

of Columbia*®

(Y’ {1} The management of the Administration shall be vested in an Administrator.
Administrator who shall be appointed from civilian life by the President, by and with the
advice and consent of the Senate, and who shall be a person of outstanding qualifications
known to be familiar and sympathetic with small-business needs and problems. The
Administrator shall not engage in any other business, vocation, or emplovment than that
of serving as Administrator. In carrying out the programs administered by the Small
Business Administration including its lending and guaranteeing functions, the
Administrator shall not discriminate on the basis of sex or marital status against any
person or small business concern applying for or receiving assistance from the Smali
Business Administration, and the Small Business Administration shall give spccial
conmderatton to veterans of the Armed Forces of the United States and their survivors or ~ Deputy
dependents.®® The President also may appoint a Deputy Adrinistrator, by and with the Administrator.
advice and consent of the Senate.”® The Administrator is authorized to appoint five®
Associate Administrators (including the Associate Administrator specified in section 201
of the Small Business Investment Act of 1958) to assist inl the execution of the functions .
vested in the Administration. One such Associate Administrator shall be the Associate )

#section 1721 of PL 90-448, the Housing and Urban Development Act of 1988, approved Aug. 1, 1568 (82 Stat. 610),
amended § 4(a) to include the Trust Territory of the Pacific lands. (Compare § 103(4} of the Srall Business Invesoment
Actof 1958, as amended, which defines the term "State”™ 0 include the several Stes, and Territories and possessions of
the United States, the Commonwezlth of Puerto Rivo, and the Districr of Columbia). Part of the Trust Ternitory became
the Commonweaith of the Northern Marjana Islands by virue of PL 04.241, approved Mar, 24, 1976 {90 Stat. 2631

Ysuerion 4(b) redesignated as subsection 4(bX 1) by § 401 of PL 96.302, approved July 2, 1980 (94 Stat, £33).

#Sentence added by § 8 of PL 93-237, approved Jan. 2, 1974 (87 Stae. 1073). Section 701 of P.L. 106-56, approved
August 17, 1999 {113 Star. 249) provides:

The Administzator of the Small Business Administration shall strengthen and reissue the Administrator’s order
regarding the third semtence of section 4{bX1) of the Small Business Act, relating to nondiscrimination and
special considerations for veterans, and take all necessary steps (0 ensure that it provisions are fully and
vigorpusiy implemented,

¥aentence rewritten by § 1{a) of P.L. 101-515, approved Nov. 5, 1990 (104 Stat, 2140}, 1o provide for presidential
appointment of the Deputy Administrator. Section (b} of P.L. 101-§15 provides that "[13he provisions of subsection (a)
of this section shall apply to any vacancy in the position of Deputy Administrator of the Small Business Adiministration
after the effective date of this Act.” The same language appears inn § 221 of PLL. 101.574, approved Nov. 15, 1990 {104
Stat. 2823).

201X 1y of P.L. 106-30, approved August 17, 1999 {113 Stat, 235). Section 201(a)(2) of P.L. 106-50 added the fi

Qugonr ingerted in lieu of "three” by § 7(1) of PL 93-386, approved Aug, 23, 1974 (88 Stat, 742). “Five” insmcdb
Associate Administrator for Veterans Business Development,

{Rev. 9, Change 1)
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Adminigieator for Veterans Business Development, who shall administer the Office of
Veterans Business Development established under section 32, One of the Associate
Administeators shall be designated at the time of his appointment as the Associate
Administrator for Minority Small Business and Capital Ownership Development who
shall be an empia?ree in the competitive service or in the Senior Executive Service and a
career appoiniee®’ and shall be responsible to the Administrator for the formuiation and
execution of the policies and programs under sections ?(p and 8(a) of this Act which
provide assistance to minority smalf business concerns.”” The Deputy Administrator
shall be Acting Administrator of the Admunistration during the absence or d:sabzizty of
the Adxmmstrator ot in the event of a vacancy in the office of the Administrator.®’

(" The Administrator also shall be responsible for—

{A}  establishing and maintaining an external small business Economic

economic data bage for the purpose of providing the Congress and the Administration data base.
information on the economic condition and the expansion or coniraction of the small

business sector. To that end, the Administrator shall publish on a regular basis national icd?g:m
small business economic indices and, to the extent feasible, regional small business pubnm’ﬁm

economic indices, which shall include, but need not be limited to, data on -~
(i) employment, lavoffs, and new hires;

(i  number of business establishments and the types of
such establishments such as sole proprietorships, corporations, and partnerships;

(itiy  number of business formations and falures;
(iv) _ sales and new orders;

(v} back orders;

“IThe requirernent that the Associate Adrrinistrator for Minority Small Business and Capital Gwaership Development be
in the competitive service or a career appointee added by § 4GH(a) of PL, 106-638, approved Nov, 15, 1985 (162 St
3873). Section 401{b} of PL. 100-658 provides that:

The position of Associate Administrator for Mipority Small Business and Capital Ownership Development
referred to in paragraph (1) of section 4(h) of the Act shall be 3 garesr reserved position,

*The clause “and shall be responsible . . . rowritten by § 103 of PL 96-48), approved Oct, 21, 1980 (94 Stat. 2321),

“Section 8 of PL §9-774, the Small Business Investment Act Amendinents of §966, approved Nov, 6, 1966 (80 Star.
1364), replaced the three Deputy Administrators previously authorized by § 4(b) and the Deputy Administrator
authorized by § 201 of the Smail Business Investment Act of 1958 with a single Deputy Administrator authorized (o be
Acting Administrator and three Associate Administrators. The Associate Administrator for Minority Small Business
authorized by § 7(2) of PL 93-386, approved Aug. 23, 1974 (88 Stat. 742), Section 206 of PL 95-507, approved Oct. 24,
1978 (92 Stat. 1757), changed "Associate Administrator for Minority Smal Business” to "Associate Administrator for
Minority Small Business and Capital Gwnership Developmen?.”

MNew subsection 4(b)(2) added by § 301 of PL 96-302, approved July 2, 1980 (94 Stat, 833),

{Rev. 8, Change 1)
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{vi) investrment in plant and gquipment;
{vil) changes in inventory and rate of inventory tumover;

(viii} sources and amounts of capital investment, including
debt, equity, and internally generated fundy;

{ix}  debt to equity ratios;
(x}  exports;

{xi) number and doliar amount of mergers and acquisitions
by size of acquiring and acquired firm; and

{xil) concentration ratios; and

(B}  publishing annually a report giving a comparative analysis and  Annual report,
interpretation of the historical trends of the small business sector as reflected by the data publication.
acquired pursuant to subparagraph (A) of this subsection.

Risk manag
(3)* RISK MANAGEMENT DATABASE.- dtabase.

“New subsection 4(b)3) added by § 102 of P.L. 104-208, approved Bept. 30, 1996 {110 Stat. 3609-7258). Former subsection
4(bX(3) added by § 3 of PL %8-362, approved July 16, 1984, "Small Business Competer Security and Education Act of 1984
(98 Stat. 4313, The Act was effective Oct. 1, 1984, per § 7(a) thereof., Section 4(b)(3) is extended to March 31, 1921, per §
212 of P.L. 10§-574, approved Nov. 13, 1990 (104 Stat. 2821). The same extension is enacted by § 1 of P.L. 101-518,
approved Nov. 5, 1990 (104 Siat, 2145). The sunset date was oxtended to Oct. 1, 1994 by § 225 of P.L. 102.366, approved:
Sept. 4, 1592 {186 Smt. 1001} no further extensions were enucted. Expired § 4(b)3} is vreprinted below:

{A) The Adminiuraior shall, not later than ninety days after the effective date of the Small
Businesz Computer Security and Education Actof 1984, establish ap advisory conncil 1o be known as the

Small Bosiness Computer Security and Bducation Advisory Council (hereinafter referred to a3 the
“advisory conngii®y

{8 The agdvisory council shail consist of the following members:

{1 an official of the Small Bosiness Administration, sppeinted by the
Administrator;

{i an officiat of the Institute for Computer Sciences and Techpology of the
Deparment of Comsmerce, appointed by the Secretary of Commerve;

{ii) an officiat of the Depariment of Justice, appomted by the Attorney General, who
is knowledgeable about issues of computer security and its protestion;

{iv} an official of the Department of Defense, appoimted by the Secratary of Defense,
who is knowlgdgeable about issues of computer sectrity;
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v} ons individual, appointed by the Administrator, who is representative of the. ]
interests of the manufacturess of computer hardware to sroail business concerns;

{¥i) one individusl, appointed by the Adminisirater, who is representative of the
interests of the manufacturers of computer software 1o smsll business concerns;

{vii}  ons individual, appointed by the Administrator, who is representative of the
interests of the providers of compater Hability nsursnce to sroall business concerns;

{viii} one individual, appoimed by the Administrator, who I8 representative of the
interests of the providers of computer security equipment and services to small business concerns;

{ix} ons individual, appointed by the Administrator, who is representative of the
interests of associztions of small business concerns, other than small business concerns engaging in any of
the activities described in clauses (v} through (viii); and

(x} such additional qualified individuals from the privete sector, appointed by the
Administrator, as the Administrator determines 10 be appropriate.

<) It shall be the function of the advisory council to advise the Administration on -

i) the nature and scope of computer erimes committed against small business
COIICENS,

(i) the eifectiveness of Federal and State Jaw in deterring computer-related -:n\’
activity or prosecuting computer-related crimes; i

(i) the sffectiveness of computer technology and management techniques available
o small business for increasing their computer security;

(v}  the development of information and gutdelines 16 be made available to the
Administrater to assist small business concerns in evaluating the security of compiter systems; and

{vi such other appropriate funetions of the small business computer seeurity and
education program.

3] The Administrator shall designate one of the non-Federal members of the advisory
souncil as its chabrperson. The advisory ¢ouncil shall moet at least sonually and af such other imes as
requested by the Administrator. A majority of the members of the advisory councll shall constitutg a
gquorum. Vacancies on the couneil shall be filled in the same manner 33 the wriginal appointment,

{E} Each member of the advisory council shall serve without additional pay, allowances, or
penefits by reason of such service. Each non-Federal member shall be reimbursed for actual expenses,
including wavel expenses, as authorized by section 5703 of title 5, United States Code.

) Uipon regaest of the chairperson of the advisory council, the Administrator may request
directly from any Federal agency information necessary to enable ihe advisory council 1o carry out its
functions under the Small Business Computer Security and Education Act of 1984, Upon the request of
the Admignistrator, the head of such agency shall furnish to the Administrator such information, subject 1o
the requirements of section 552 of title 3, United States Code.

@ (A) The Administrator shall establish a small business compuoner security and education
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_ (A} ESTABLISHMENT.-The Administration shall establish,
within the management syster for the loan programs authorized by subsections (a) and (b} of
section 7 of this Act and titie V of the Small Business Investruent Act of 1958, a management
information system that will generate a database ¢apable of providing timely and accurate
information in order to identify loan underwriting, collections, recovery, and liquidation
problems.

(B) INFORMATION TQ BE MAINTAINED.-In addition to such
ather information as the Administration considers appropriate, the database established under
subparagraph {A) shall, with respect to each loan program deseribed in subparagraph (A},
include information relating to-

(i)  the identity of the institution making the guaranteed

loan or issuing the debenture;
(i)  the identity of the borrower;
(iii)  the total doliar amount of the loan or debenture;

(iv)  the total dollar amount of government exposure in each
loan; _

{v]  the district of the Administration In which the borrower
has its principal office; g

progran to -
(i) provide small business concerns information reparding —
(1} ptilization and management of computer technology;
{10 | computer crimes commitied against small business concerny; and
{Ify  secunty for computers owned or utilized by smail busingss concerns;

(i) provide for pericdic forums for small business concerns to improve their
knowledge of the matters described in clause {i); and

(iii) provide Taining oppormnities to educate small business users on computer
security techriques.

{8) The Administrator, after consultation with the director of the Institute of Computer
Sciences and Technology within the Department of Commerce, shall develop information and materials to
carry out the activities described in subparagraph (A} of this parsgraph.
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{vi} the principal line of business of the borrower, as . \
identified by Standard Industrial Classification Code {or any successor to that system);

{vii) the delinguency rate for cach program (including
number of instances and days overdue); :

{viii) the number and amount of repurchases, Josses, and
recoveries in each program,

(ix)  the number of deferrals or f{}rbearances in each ;}z:agram
(including days and number of instances); :

(x}  comparisons on the basis of loan program, lender,
Administration district and region, for all the data elements maintained; and

(xi) underwriting characteristics of each loan that has
entered into default, including term, armount and type of collateral, loan-to-value and other
gotual and projected ratios, line of business, credit history, and type of loan.

{C) DEADLINE FOR OPERATIONAL CAPABILITY -The
database established under subparagraph (A) shall-

()  be operational not later than June 30, 1997; and
(iiy  capture data beginning on the first day of the second
quarter of fiscal year 1997 beginning after such date and thereafter.

¢} (1) There are hereby established in the Treasury the following revolving Revolving -
funds: {A} a disaster loan fund which shall be availabie for financing functions performed funds.
under sections 5¢e), T(b){(13. 7(bJ(2), THBI3), T (b)H), and 7)) of this Act; and (B) 2

“Section 4(c) was substantinlly amended, effective July 1, 1966, by § 2 of PL 89-409, approvad May 2, 1966 (80 Stat. 132),
primarily o establish two revolving funds instead of the foryer single commingled fund. (A third revalving fung for
carrying out the Lease Guarantee Program was established in § 403 of the SB1A of 1958, as amended. A fourth revolving
fund for the Surety Bond Guarantes Program was Iater established iy § 412 of the SBIA of 1958, as amended, A fifin
separate revolving fund was also ssrablished by § 403 of the SBIA of 1958, as amended.} The amendinent also added the
requirement for quarterly reports 1o certain congressional committess on the status of the revolving funds and also the
provision on preparing Agency budgets according o the Government Corporation Controf Act. Section 3{c) was flrther
amended by PL. 95-85, approved Aug. 4, 1977 (91 Stat. 553}, Section 7{bX3) functions were transferred from the business
kpan and investment fund to the disaster loan fund by § 401 of PL 95.89. Section 5{¢) (loan morxtorium) functions were
placed in the disaster loan fund by § 364 of PL 95-39.

b4 inserted after "HBYIY" by § 306 of PL 98.270), approved April 18, 1984 {98 Stat. 157) {effective, as per § 313, on
Qet, 1, 1983). Sections 7(b)(3} and {4} repealed by § 18006(a) of PL 93272, approved April 7, 1988 (100 Stat. 366).

“Section 4(c)1)(A) was amended by § 1213{b) of PL 97-35, approved Avg. 13, 98] (95 Stat, 357), to be effective on 0.
1, 1981, per § 1918 of PL 97-35. This amendment deleted references to §§ 7(b}4)-7(b)(8) and § He). .

22 (Rev. 5}



§4e)(2) w0
§ 4(e)4)
SMALL BUSINESS ACT

business joan and investment fund which shall be available for financing functions per;’mned
under sections 5(g),” 7(s),” and 8(a) of this Act, and titles IIl, IV¥ and V of the Small
Business Investment Act of 1958,

. (2)  All repayments of loans and debentures, payments of interest and other  Repayment.
receipts arising out of transactions heretofore or hereafter entered into by the Administration
{A) pursuant to sections 5(e), 7(b}1), 7(6X}2), Hb)3), 7(bX D, TB)S), 7®XE), 7()7),
Z(bXB), 7(c)2}, and 7(g)* of this Act shall be paid into a disaster loan fund; and (B) pursuant
to sections 3(g), 7(a), 7(e), 7(h), 7(i), 7(,* 7(m),* and 8(a) of this Act, and titles 11, [V and
¥V of the Small Business Investment Act of 3958 shall be paid into the bzzsmcss loan and
investment fund,

{3y  Unexpended balances of appropriations made to the fund pursuant to Unexpended
this subsection, as in effect immediately prior to the effective date of this paragraph, shall e batances.
allocated, together with related assets and liabilities, to the funds established by paragraph (1)
in such amounts as the Administrator shall determine ™

(4)¥ The Administration shall submit to the Committees on Appropriations, Reports to
Senate Select Committes on Small Business, and the Committee on Small Business of the Congress,
House of Representatives, as soon as possible after the beginning of each calendar quarter, a

“Sections 4K 13(B} and HcX2UB) were amended by § 5 of PL 98-352, Secondary Market Improvement Act of 1 ot
approved July 10, 1984 (98 Stat. 329), by adding § 5{z) (as shown above) to the financing Runctions for which the ?&H%ﬁi{m
toan aud investment fund is available, ‘

“Geetion 4 ) ) XB) was amended by § 1908 of PL 97-35, approved Aug, 13, 1981 (95 Stat. 3§7), to be effective on Oct. 1,
1981, per § 1918 of PL 97-35, This amendment deleted reforences to §§ 7(e), 7(b), 76) and (1), Section 7{1) had previously
been added by § 4 of PL 95-315, approved July 4, 1978 (92 Stat. 379).

*Title IV added 10 §§ 4(c)(1)(B) and (2XB) by § 111{a) of PL 100-590, approved Nov. 3, 1988 (102 Stat. 2995).
Slegiey” added by § 25; of P.L. 95-89, approved Aug. 4, 1977 ( 91 Stat. 553).

S2u3(1)” added by § 4 of P.L.. 95-315, approved July 4, 1978 (92 Stat. 379).

Se3my” added by § S09((2) of PL 102-140, approved Oct. 28, 1991 (105 Stat. 831).

MSentence authorizing appropriations to funds established by paragraph (1) deleted by § 101(h) of PL 95-89 {effective Oct.
1, 1977), approved Aug. 4, 1977 (91 Suat, 553). See § 20 of this Act, Authorization for sppropriations.

“Former § 4(c)(3}, desling with program Hmits, repealed by § H01{c) of PL. $3-89 (effective Oct. 1, 1977), approved Aug. 4,
1977 {9} Stat. 553). Section 102 of PL 95-89 amends § 26 of this Act and establishes program levels therein. Section 202 of
PL. 45-8% redesignated this paragraph [formerly (53] as paragraph (4). I substituies “Seaale Select Committee on Small
Business and the Committes o5 Small Business of the House of Representatives” for “the Committees on Banking and
Currency of the Senate and House of Representatives” in the first sentence; deletes a reference o former paragraph (4)
authorization and substittites "Committees on Appropristions, the Senate Selest Committes 0n Small Business and the
Comusittes on Small Business of the House of Reprasentatives™ for "Congress™ in the last sentence. The Senate deleted the
word “select” by 8. Res. 18}, b Cong,, 1st Sess, Mar, 25, 1981,
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full and complete report on the status of each of the funds cstablished by paragraph (1). . ,;
Business-type budgets for each of the funds established by paragraph (1) shall be prepared, ‘
transmitted to the Committees on Appropriations, the Senate Select Committee on Small

Business and the Committee on Small Business of the House of Representatives and

considered, and enacted in the manner prescribed by law (Sections 102, 103 and 104 of the

Government Corporation Control Act (31 USC 847-849)) for whoily owned Government

corporations.

(5) (AY* The Administration is authorized 1o make and issu¢ notes to the  Bogrowing
Secretary of the Treasury for the purpose of obtaining funds necessary for discharging authority for
obligations under the revolving funds created by section 4{c){(1) of this Act and for authorized revolving
expenditures out of the funds. Such notes shall be in such form and denominations and have funds.
such maturities and be subject to such terms and conditions as may be prescribed by the
Administration with the approval of the Secretary of the Treasury. Such notes shall bear
interest at a rate fixed by the Secretary of the Treasury, taking into consideration the current
average market yield of outstanding marketable obligations of the United States having
maturities comparable to the notes issued by the Administeation under this paragraph. The
Secretary of the Treasury is authorized and directed to purchase any notes of the
Administration issued hereunder, and, for that purpose, the Szoretary of the Treasury is
authorized to use as & public debt transaction the proceeds from the sale of any securities
issued under the Second Liberty Bond Act, as amended, and the purposes for which such
securities may be issued under such Act, as amended, are extended to include the purchase of .
notes issued by the Administration. All redemptions, purchases, and sales by the Secretary of i
the Treasury of such noies shall be treated as public debt transactions of the United States.
All barrowing authority contained herein shall be effective only to such extent or in such
amounts as are provided in advance in appropriation Acts.

B8 ) Moneys in the funds established in subsection {(¢¥{1) not
needed for current operations may be paid into miscellaneous receipts of the Treasury.

(i)  Following the close of each fiscal year, the
Administration shall pay into the miscellaneous receipts of the United States Treasury the

“This paragraph, formerty paragraph (6}, was redesignated paragraph (5) by § 202 of PL 93-89, approved Aug. 4, 1977 (81
Stat. 553). Section 4(c)3) rewnitten by § 121 of PL 56-302, approved July Z, 1980 {94 Smt. 833), to provide for borrowing
zuthority for SBA revolving funds.

“Section 4(cK S} BNi) rewritten by § 601 of P.L. 103-403, approved Dct. 22, 1994 {108 Stat. 4201). Former textof §
AcKSHBKI is set out below:

The Administration shall pay inte miscelaneous receipts of the Treasury, following the close of each fiscal vear,
interest on the average of loan disbursements out- standing throughout the year providing such disbursements are
macle from amseunts appropriated for the disaster loany fund afier Getober |, 1986 or are made from repavinents of
principal of loans made from funds appropriated o the disaster loan fund, or from amounts appropriated 10 the
business foan and investment fund on or after October 1, 1981 or are made fom cepayments of pringipal of %wn.
made from funds appropriated to the business loan and investment fund and received on or after October 1, 19813

This imerest shall be calculated solely on the amoun: of loan disbursemnenis net of fosses at the rate provided under
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actual interest that the Administration collects é&mng that fiscal year on all financings made
under this Act.

(C;  Except on those loan disbursements on which interest is paid
under subsection (BXii), the Administration shall pay inte miscetlaneous receipts of the
Treasury, following the close of each fiscal year, interest received by the Administration on
financing functions performed under this Act and titles T and V of the Small Buginess
Investment Act of 1958 providing the capital used to perform such functions originated from
appropriated funds., Such payments shall be treated by the Departient of the Treasury as
interast income, not as retirement of indebtedness.

{D}  There are suthorized o be appropriated, in any fiscal year, such Appropriation
sums as may be necessary for losses and interest subsidies wc:m'ed by the funds established  authorization.
by subsection (cX1), but not pmvzcusiy reimbursed.

{d} - There is hereby created the Loan Policy Board of the Small Business Losn Policy
Administration, which shall consist of the following members, all ex officio. The Board,
Administrator, as Chairman, the Secretary of the Treasury, and the Secretary of Commierce,

Either of the said Secretaries may designate an officer of his Department, who has been
appointed by the President by and with the advice and consent of the Senate, to act in his
stead as a member of the Loan Policy Board with respect 10 any matier or matters: The Loan
Policy Board shall establish general policies {panticularly with reference to the public interest
invoived in the granting and deniat of applications for financial assistance by the
Administration and with reference to the coordination of the functions of the Administration
with other activities and policies of the Government), which shall govern the granting and
denial of applications for financial assistance by the Administration.”

(¢ PROHIBITION ON THE PROVISION OF ASSISTANCE.—-Notwithstanding  Obscene
any other provision of law, the Administration is prohibited from providing any financial or  material -
other assistance to any business concem or other person engaged in the production or assistance
distribution of any product or service that has been determined to be obscene by a court of prohibited.
competent jurisdiction. .

(f®  CERTIFICATION OF COMPLIANCE WITH CHILD S{E??{}RT Child support
OBLIGATIONS.~ compliance.
subsection (C}3¥KA)

*The SBA Loan Policy Board was abolished by Reorganization Plan No. 4 of 1965 (effective July 27, 1965; 30 F.R, 9353}
and its functions vansferred to the SBA Administrator,

“Subsection 4(¢) added by § 611 of P.L. 103-403, approved et 22, 1994 (108 Stat, 4204).

%Subsection 4(f) added by § §12 of P.L. 103-403, approved (e, 22, 1994 (103 Stat. 4205).
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(1} IN GENERAL ~For financial assistance approved after the . .
promulgation of final regulations to implement this section, each recipient of financial '

assistance under this Act, including a recipient of a direct loan or a loan guarantee, shall
certify that the recipient is not more than 60 days delinquent under the terms of any--

(A}  administrative ofder;
{(BY courtorder;or

{C)  repayment agreement entered into bctwccnb the recipient and
the custedial parent or State agency providing child support enforcement services,

that requires the recipient to pay child support, as such term is defined in section 462(b) of
the Social Security Act.

{2y  ENFORCEMENT.--Not later than 6 months after the date of
enactment of this subsection, the Administration shall promulgate such regulations as may be
necessary o enforce compliance with the requirements of this subsection,

§5 {a)  Tbe Administration shall have power to adopt, alter, and use a seal, which Administratio
shall be judicially noticed. The Administrator is authorized, subject 1o the civil service and powers.
classification laws, to select, employ, appoint, and fix the compensation of such officers, 1 {}'
employees, attomeys, and agents as shall be necessary to carry out the provisions of this Act; L
to define their authority and duties;® and to pay the costs of qualification of certain of them

as notaries public. The Administration, with the consent of any board, commission,

independent establishment or executive department of the Governiment, may avail itself on a

reimbursable or non-reimbursable basis of the use of information, services, facilities

{including any field service thereof), officers, and employees thereof, in carrying out the

provisions of this Act,

(t}  Inthe performance of, and thb respect 1o, tixe functions, powers, and dulies  Administrator

vested in him by this Act the Administrator may - Ry
(1) sueand be sued in any court of record of a State having general i‘: da”d be

jurisdiction, or in any United States district court, and jurisdiction is conferred upon such
district court to determine such controversies without regard to the amount in controversy;
but no attachment, injunction, garnishment, or other similar process, mesne or final, shall be
issued against the Administrator or his property;

*The phrase "to provide bonds for them in such amounts as the Administrator shall determine” was deleted by § 224(a} o
PL, 92318, approved June 5, 1972 (86 Stat. 206).
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(2)  under regulations prescribed by him, assign or sel] at public or private
sale, or otherwise dispose of for cash or credit, in his discretion and upon such terms and
eonditions and for such consideration as the Administrator shall determine 16 be reasonable,
any evidence of debt, contract, claim, personal property, or security assigned to or held by
him in connection with the payment of loans granted under this-Act, and to collect or
compromise all obligations assigned to or held by him and all legal or equitable rights
aceruing to him'in connection with the payment of such loans until such time as such
obligations may be referred fo the Attorney General for suit or collection;

{3)  deal with, complete, renovate, improve, modernize, insure, or rent, or’
sell for cash or credit upon such terms and conditions and for such consideration as the
Administrator shall determine o be reasonable, any real property conveyed 1o or otherwise
acquired by him in connection with the payment of loans granted under this Act;

(4)  pursue o final collection, by way of compromise or otherwise, all
¢claims against third parties assigned to the Administrator inconnection with loans made by
him. This shall include avthority to obtain deficiency judgments or otherwise in the case of
mortgages assigned to the Administrator. Section 3709 of the Revised Statutes, as amended
{41 U.S.C,, sec. 53, shall not be construed 1 apply to any contract of hazard insurance or to
any purchase or contract for services or supplies on account of property obtained by the
Administrator as a result of loans made under this Act if the premium therefor or the amount
thereof does not exceed $1,000. The power to convey and to executs in the name of the
Administrator deeds of conveyance, deeds of release, assignmenis and satisfactions of
mortgages, and any other written instrument relating to real property or any interest therein
acquired by the Administrator pursuant 1o the provisions of this Act may be exercised by the
Administeator or by any officer or agent appointed by him without the execution of any
express delegation of power or power of attorney. Nothing in this section shall be construed
to prevent the Administrator from delegating such power by order or by power of attorney, in
his discretion, 1o any officer or agent he may appoint;

(5)  acquirg, in any lawful manner, any property {real, personal, or mixed,
tangible or intangible), whengver deemed necessary or appropriate to the conduct of the
activities authorized in sections 7(a) and 7{b}; ‘

{6) make such rules and regulations as he deems necessary to carry out the
autharity vested in him by or pursuant to this Acf;

{(NH®  inaddition to any powers, functions, privileges and immunities
otherwise vested in him, take any and all actions (including the procurement of the services

Digpose of
property.

Utilize
property.

Collest
clabms,

Acquire
property.

issue
regulations.

Service of
alorneys.

$2gection S(b)X7) amended by § 114 of PL 96-302, approved July 2, 1980 (04 Star, 833), tn authorize SBA to delegate certain
loan processing Ametions 1o qualified preferred fenders. For reference to such lenders, see § 7(3X2). The provisom §
5{bY7) was rewritten by § 208(3) of P.L. 104.208, approved Sept. 30, 1996 {116 Stat. 3009-747). The text of the former

proviso is reprinted below:
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of attorneys by contract in any office where an attorney or attorneys are not or cannot be . .
economically employed full time to render such services) when he determines such actions '
are necessary or desirable in making, servicing, compromising, modifying, liguidating, or

otherwise dealing with or realizing on loans made under the provisions of this Act: Provided,

That with respect to deferred participation loans, the Administrator may, in the discretion of

and pursuant to regulations promulgated by the Administrator, authorize participating

lending institutions 1o {ake actions relating to loan servicing on behalf of the Administrator,

including determining eligibility and creditworthiness and loan monitoring, collection, and

liquidation;

(8)  pay the transportation expenses and per diem in lieu of subsistence Employ and
-expenses, in accordance with the Travel Expense Act of 1949, for travel of any person reimburse
employed by the Administration to render temporary services not in excess of six months in "m‘f’m’y
connection with any disaster referred to m section 7(b) from place of appointment to, and cmployees.
while at, the disaster area and any other temporary posts of duty and retum upon completion
of the assignment: Provided® That the Administrator may extend the six-month limitation
for an additional six months if the Administrator determines the extension is necessary to
continue efficient disaster loan making activities;

(3}  accept the services and facilities of Federal, State, and local agencies = Acceptiree

and groups, both public and private, and utilize such gratuitous services and facilities as may,  S°7ViS¢S.
from time to time, be necessary, 1o further the objectives of section 7(b); .
}
{10} upon purchase by the Adminisiration of any deferred participation Interest on

entered into under section 7 of this Act, continue to charge a rate of interest not to exceed that Pa“i;ipag"“
initially charged by the participating institution on the amount so purchased for the remaining £ o0
term of the indebtedness;®

(11)  make such investigations as he deems necessary to determine whether Investigations.
a recipient of or participant int any assistance vhder this Act or any other person has engaged
or is about to engage in any acts or practices which constitute or will constitute 4 violation of
any provision of this Act, or of any rule or regulation under this Act, or of any order issued
under this Act. The Administration shall permit any person to file with it a statement in
writing, under cath or otherwise as the Admimstration shall determine, as to all the facts and
cireumsiances concerning the matter to be investigated. For the purpose of any investigation,

That nothing herein shiali be construed as authorizing the Administrator to contract or etherwise delegate his
responsibility for loan servicing to other tharr Administration personnel, but with respect to deferred participation
loans he may authorize participating leading institutions, in his discretion pursuant to regulations promulgated by
hirs, to take such actions on his behalf, inclading, but not limited to the determination of eligibility and
creditworthiness, and loan moniioring, collection and Hguidation;

“Proviso added by § 2 of P.L. 103-282, approved July 22, 1994 (108 Sta¢ 1422).

“Added by § 31} of PL 93-386, approved Aug. 23, 1974 (88 Stat. 742). . 'i
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the Admbystration is empowered to administer oaths and affirmations, subpena [sic]
witnesses, compel their attendance, take evidence, and require the production of any books,
papers, and documents which are relevant to the inquiry. Such attendance of witnesses and
the production of any such records may be required from any place in the United States. In
case of contumacy by, or refusal to obey a subpena [sic] issued to, any person, including a
recipient or participant, the Administration may invoke the aid of any cowrt of the United
States within the jurisdiction of which such investigation or proceeding is carried on, or
where such person resides or carries on business, in requiring the attendance and testimony of
witnesses and the production of books, papers, and documents; and such court may.issue an
order requiring such person to appear before the Administration; there to produce records, if
so ardered, or to give testimony louching the matter under investigation. Any failure to obey
such order of the court may be punished by such court as a conternpt thereof. All process in
any such case may be served in the judicial district whereof such person is an inhabitant or
wherever he may be found;* and

(12)® impose, retain, and use only those fees which are specifically - Fees.
authorized by law or which are in effect on September 30, 1994, and in the amounts and at
the rates in effect on such date, except that the Administrator may, subject to approval in
appropriations Acts, impose, retain, and utilize, additional fees--

(A)  nottoexceed $100 for eachJoan servicing action (otherthana -
loan assumption) requested after disbursement of the loan, including any substitution of
collateral, release or substitution of a guarantor, reamortization, or similar sction;

(B}  not toexceed $300 for loan assumptions;

(C)  nottoexceed 1 percent of the amount of requested financings
under title 111 of the Small Business Investment Act of 1958 for which the applicant requests
a commitment from the Admimstration for fimxding during the following vear; and

{I¥y  torecover the direct, incremental cost involved in the
production and dissemination of compilations of information produced by the Administration
usxier the authority of this Act and the Small Business Investment Act 6f 1958; and .

(13}  collect, retain and utilize, subject to approval in appropriations Acts, -
any amounts collected by fiscal transfer agents and not used by such agent as payment of the
cost of loan pooling or debenture servicing operations, except that amounts collected under
this paragraph and paragraph (12) shall be utilized solely to facilitate the administration of
the program that generated the excess amounts.

Employ
consnltants,
SSadded by § 3(1) of PL 93-388, approved Aug. 23, 1974 (88 Stat. 742), Experts and
i . congultams,
“Paragraphs S(b)(12) and (13} added by § 652 of P.L. 163403, approved Oct. 22, 1994 {108 Star. 4202). W?P@‘d
SELOR W

expenses,
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{c} . To such extent as he finds necessary to carry out the provisions of this Act, the . ;
Administrator is authorized to procure the temporary {not in excess of one year) or '
intermittent services of experts or consultants or organizations thereof, including

stenographic reporting services, by contract or appointment, and in such cases such services

shall be without regard to the civil-service and classification laws and, except in the case of

stenographic reporting services by organizations, without regard to section 3709 of the

Revised Statutes, as amended (41 US.C,, § 5). Any individnal so employed may be

compensated at a rate not in excess of the daily equivalent of the highest rate payabic under

section 5332 of title 5, United States Code, including traveltime, and, while such individual i3

away from his or her home or regular place of business, he or she may be allowed travel

expenses (including per diem in lieu of subsistence) as authorized ‘by section 5703 of title 5,

United States Code. ™

(@)  Section 3648 of the Revised Statutes (31 1.5.C. 529) shall not apply to Safety

prepayments of rentals made by the Administration on safety deposit boxes used by the deposit
Administration for the safeguarding of instruments held as security for loans or for the boxes,
safeguarding of other documents.*®

(e}  (1)¥ Subject to the requirements and conditions contained in this Moratoriurs,

subsection, upon application by a small business concern which is the recipient of a loan
made under this Act, the Administration may undertake the small business concemn’s
obligation to make the required payments under such loan or may suspend such obligagion if
the loan was a direct loan made by the Administration. 'While such payments are being made
by the Administration pursuant to the undertaking of such obligation or while such obligation
is suspended, no such payment with respect to the loan may be required from the small
busiress concern,

. i

{2) The Administration may undertake or suspend for a pertod of not to
exceed § years any small business concern's obligation under this subsection only if - ’

{A)  without such undertaking or suspension of the obligation, the
small business concern would, in the sole discretion of the Administration, bccomc insolvent
or remain insolvent;

#1.ast sentence of subsection {¢) was amended by § 103 of PL 93-510, approved Ocr. 24, 1978 {32 Swm. 1780), effective Oct. |,
1979,

“Section 5(d) added by § 4 of PL, §7.305, approved Sept. 26, 1961 (75 Stat. 666).

“Section 5(e), dealing with loan moratoriums, added by § 303 of PL 95-89, approved Aug. 4, 1977 {31 Stat. 553). Former §
5(e), which was added by § 10 of PL 93-386, spproved Aug, 23, 1974 {88 Sat. 742}, to establish a Chief Counsel for
Advocacy, was repealed by § 208 of PL 94.305, approved June 4, 1976 (90 Stat. 8631, Title 1T of PL 94-303, which pro

for the establishment and functions of the Office of Advocacy, Is set out ot page 958 of this Handbook.
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(B)  with the undertaking or suspension of the obligation, the small
business concem would, in the sole discretion of the Administration, become or remain a2
viable small business entity; and

{C)  the small business concern execules an agreement in writing
satisfactory to the Administiation as provided by paragraph (3).

{3) Nothths{aadmg the pwvzsmns of sections 7(@Y4XCY® and 7)) of L"M
this Act, the Administration may extend the maturity of any loan on which the
Administration undertakes or suspends the obligation pursuant to this subsection for a
corresponding period of time.

{4) (A) Priorto the undertaking or suspension by the Administration of  Repayment
any small business concern’s sbligation under this subsection, the Administration, consistent ~ 28reement.
with the purposes sought to be achieved herein, shall require the small business concern to
agree in writing to repay to it the aggregate amount of the payments which were required
under the loan during the period for which such obllgazwtz was undertaken or suspended,
gither «

‘ m1€2¥2.

{i) by periodic payments not less in amount or less
frequently falling due than those which were due under the loan during such period, or

: {if)  pursuant to a repayment schedule agreed upon by the
Administration and the small business concern, oF

{iii} by a combination of the payments described in clause
(i) and clause ().

{B) Inaddition o requiring the small business concern (o execute
the agreement described in subparagraph {A), the Administration shall, prior to the
undertaking or suspension of the ebligation, take such action, and require the small business
concern to take such action as the Administration deems appropriate in the circumstances,
including the provision of such security as the Administration deems necessary or appropriate
10 insure that the rights and interests of the lender (Small Business Administration or
participant} will be safeguarded adequately during or afier the period in which such
obligation ig so undentaken or suspended.

“Required

5 The term "required payments” with respect {o aav loan means
) eq pay pe 3 payments.”

payments of principal and interest under the loan.

BSection T(AHAKC) is mow § HaX5).

P Although the lending authority of § 7)) was wansferred 1o § 7(aj{11) by § 1902¢z}of PL 97-35, approved Aug. 13, 1981
(95 Seat. 357), existing § 7(3) advertently was not repealed by PL 9735, supra
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) ()%  The guaranteed portion of any loan made pursuant this Act may be

Semn’

s0ld by the lender, and by any subsequent holder, consistent with regulations on such sales 85 market.

the Administration shall establish, subject to the following limitations:

{A}Y priorto the Administration’s approval of the sale, or upon any
subsequent resale, of any loan guaranteed by the Administration, if the lender certifies that
such loan has been properly closed and that the lender has subsiantially complied with the
provisions of the guarantee agreement and the regulations of the Administration, the
Administration shall review and approve only materials not previcusly approved,

(B}  all fees due the Administration on a guaranteed loan shall have
been paid mn fidl prior to any sale; and

{C)  each loan shall have been fully disbursed to the borrower prior
to any sale. -

{2) After a loan is sold in the secondary market, the lender shall remain
obfigated under its guarantee agreement with the Administration, and shall continue to
service the Joan in a manner consistent with the terms and conditions of such agreement.

_ (3)  The Administration shall develop such procedures as are necessary for
the facilitation, administration, and promotion of secondary market operations, and for
assessing the increase of small business access to capital af reasonable rates and terms ag a
result of secondary market operations. Beginning on March 31, 1997, the sale of the
unguaranteed portion of any loan made under section 7(a) shall not be permitted until a final
regulation that applies uniformly to both depository institutions and other lenders is
promulgated by the Administration sefting forth the terms and conditions under which such

HSubsection S{1} through (h) added by § 2 of PL 88-352, Small Business Secondary Market Improvernents Act of 1984,

approved July 10, 1984 (98 Stat. 329). Section 3 of PL 98-352 provides:

*Sec. 3{a} Within ninety days after the date of eazctrnent of this Act, the Small Business Administration sheli
gevelop and promulgate final rules and regulations to impicment the central registration provizions provided for in
section S(hi(1) of the Small Business Act, and shali contract with an agent for an initial period of {sic] not © excesd

two years 10 carry out the functions provided forin section $(h}(2) of such Act.

(b) Within aitse months afier the date of enactment of thiz Act, the Smal] Business Administeation shall consult with
representatives of appropriate Federal and State agencies and officials, the securities industry, financial institutions
and tenders, and small business persons, and shali develop and promauigate fisal rules and regulations to implsment

this Act other than as provided for in subsection (2).

{&} The Small Business Administration shall sot implement any of the provisions under section 5{g) of the Sma. ]

Business Act, as amended, unti final ruies and regulations become effective.™
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sales can be permutted, including maintenance of appropriate reserve reqwr&mcnts and other
safeguards to protect the safety and soundness of the program.”

{4}  Nothing in this subsection or subsection (g} of this section shall be
interpreted to impede or extingnish the right of the borrower or the suceessor in interest to
such borrower to prepay {in whole or in part) any loan made pursuant to section 7(a) of this
Act, the guaranteed portion of which may be included in such trust or pool, or {0 impede or
extingaish the rights of any party pzzrszzam to section 7(a)6)(C)™ or subsection (g} of this
section.

() (1} The Administration is authorized to issue trust cemﬁcates representing  Trust
ownership of all or a fractional part of the guaranteed portion of one or more loans which certificates.
bave been guaranteed by the Adminisiration under this Act, or under section 502 of the Small
Business Investment Act of 1958 (15 U.S.C. 660)." Provided, That such trust certificates
shall be based on and backed by a trust or pool approved by, the Administzation and
composed solely of the entire guaranteed portion of such loans.

(2)  The Adsinistration is anthorized, ipon such terms and conditions as
are deemed appropriate, to guarantee the timely payment of the principal of and interest on
trust certificates issued by the Administration or its agent for purposes of this subsection.
Such guarantee shall belimited to the extent of principal and interest on the guaranteed
portions of loans which compose the trust or pool. In the event that a loan in such trust or
pool is prepaid, either vcizmtml} or in the event of default, the guarantee of timely payment
of principal and interest o the trust certificates shall be reduced in proportion to the amount
of principal and interest such prepaid loan represents in the trust or pool. Interest on prepaid
or defaulted loans shall accrue and be goaranteed by the Administration only through the date
of payment on the guarantee. During the term of the trust certificate, it may be called for
redemption dug 10 prepayment or default of all loans constituting the pool.

(3)  The full faith and credit of the United States is pledged to the payment  Full faith
of all amounts which may be required to be paid under any guarantee of such trust certificates  and credit.
issued by the Admindstration ot its agent pursuant to this subsection. :

(4Y* (A) The Administration may collect a fee for any loan guarantee Loar
sold into the secondary market under subsection (f} in an amount equal o not more than 50 guatantes
foes.

“The last sentence of § 5(£)(3) added by § 103(e) of P.L. 104-208, appraved Sept. 30, 1996 (110 Stat. 3009-727).

Nustey, 7aX6), or 7(a}{8)" deleted and replaw& by aurrent Zanga;;ge by § 307(d) of PL 102-564, approved Oct, 28, 1992
(106 Stat. 4264}

"Last clause before proviso changed from "except separate trust certificates shall be issued for loans approved under section
FHa}13¥" by § 689(a) of PL 102-140, approved QOct. 28, 1921 {105 Stat, 825}, Previous language added by § 115 of PL
100-590, approved Nov. 3, 1988 (107 Stat. 29897).

*The first sentence of paragraph S(g)(4) was rewritten by § 4(b){1) of P.L. 104-36, approved Oct. 12, 1995 (109 Stat, 2973
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percent of the portion of the sale price that exceeds-1 10 percent of the outstanding principal .
amourt of the portion of the loan guaranteed by the Administration. Any such fes imposed ’
by the Administration shall be collected by the Administration or by the agent which carries

out on behalf of the Administration the central registration functions required by subsection

{1} of this section and shall be paid to the Administration and used solely to reduce the ¢

subsidy on loans guaranteed under section 7{a) of this Act: Provided, That such fee shall not’

be charged to the borrower whose loan is guaranteed: and Provided further, That nothing

herein shall preclude any agent of the Administration from collecting a fee approved by the

Administration for the functions described in subsection (h}2).

Texi of former sentence is reprinted below:
The Administration muy collect the following fees for loan guarantees sold into the secondary market pursuant to
the provisions of subsection (f); an amount eqoal to {A) not more than 4710 of one percent per year of the
" sutstanding principal amount of the portion of such lean guarantesd by the Administration, and (B} not more than
50 percent of the portion of the sale price which is in excess of 110 percent of the outstanding principal amount of
the portion of such ioan gua:mteed by thie Administration.

For applicability of the changes made by P.L. 104-36, see foctnote to & Ha¥2y. Paragraph S(g){4} rewritten by § HayofPL.
103.81, approved August 13, 1993 (107 Stat. 7803 Text of former § S{g)4} is reprinted below:

The Administration shall not miiecz any fee for any guarantee under this subsection: Provided, That nothing ha. 1
shall preciude any agent of the Administration from collecting a fee approved by the Administration for the
fanctions described in subsection GO{2).

Section 3(b) of P.L. 103-8) provides that:

Ary new fees imposed by the Administration pursuant to the authority conferred by subsection () shall be
applicable only to leans initially sold in the secondary market pursuant to the provisions ef ssction S(F) of the Small
Business Act after August 31, 1993,

Section 7 of P.L. 103-8] provides that the changes made to § 5{g}{4) are repealed on September 30, 1998,
Section 6 of P.1,. 103-8] provides:

The Administration shafl study, monitor and evaluate the impact of the amendments made by sections 3 and 5 of
this Act {88 S(2X{){A) and Ha)(2XB) of the Small Business Act, respectively] on the ability of small business
concerns and smail business concerns owned and controlled by minorities and women, to obtain financing and the
impact of such sections on the effectiveness, viability and growth of the secondary market awthorized by section 5{f)
of the Small Business Act, Not later than 16 mornths after the date of enactment, and annually thereafier, the
Administration shall submit to the Committees on Small Business of the Senate and the House of Representatives 3
report containing the Administration's findings and recommendations on such impact, specifically ineluding
changes in the interest rates on financings provided ta small business copcems and small business concerns owned
and controlled by minarities and women, through the use of the secondary market, The Administration shaill
segregate such findings and recommendaticns in the study aceording to the ethnic and gender camponents in these
categories. Solely for the purpeses of the study authorized hereln, the term “smiall business concems owned and
eontrolied by minorities” includes businesses owned and controliad by Individuals belonging to one of the
designated groups listed in section B{3X3XC) of the Small Business Aot
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{(B)  The Administration is authorized to impose and collect, either
directly or through a fiscal and transfer agent, a reasonable penalty on late payments of the
fee authorized under subparagraph (A) in an amount not 1o exceed 3 percent of such fee per
month plus interest.

{5) (A} Inthe event the Administration pays a claim under 3 guarantee
issued under this subsection, it shall be subrogated fully to the rights satisfied by such

payment. -

(B}  No State or local law, and no Federal law, shall preciude or
limit the exercise by the Administration of its ownership rights in the portions of loans
constituting the trust or pool against which the trust certificates are issued.

: M) (1)  Upon the adoption of finat rules and regulations, the Admimistration
shall —

{(AY?  provide for a central registration of all loans and trust Cotral ,
sertificates sold pursuant to subsections {f} and {(g) of this section; registration of
. eertificates.

(B)  contract with an agent to carry out on behalf of the
Administration the central registration functions of this section and the issuance of trust
certificates to facilitate pooling. Such agent shall provide a fidelity bond or insurance in such
amounts as the Administration determines to be necessary 1o fully protect the interest of the
{overnment;

(C)  prior to any sale, require the seller to disclose t¢ a purchaser of
the guaranteed portion of a Joan guarantesd under this Act and o the purchaser of a trust
certificate issved pursuant to subsection (g), information on terms, conditions, and yield of
such instrument., As used in this paragraph, if the instrionent being sold is a loan, the term
“seller” does not include (A) an entity which made the loan or (B) any individual or entity “Seller.”
which sclls three or fewer guaranteed loans per year; and .

(I}  have the authority to reguiate brokers and dealers in guaranteed
loans and trust certificates sold pursuant to subsections (£} and (g) of this section.

TSubsection 3¢} was rewritten by § 205(a) of P.L.. 104-208, approved Sept. 30, 1996 (110 Swt. 3009-738). Former

paragraphs S(h){1} - (41 were renwnbered as subparagraphs S(h)(1)(A} - (D} and mew paragraph 5(hX2) was added. Former
paragraph S(h)(1) (new SCUYIMA)Y) was then Text of former § S(h){1) is set out below:

provide for a central registration of all {oans and trust certificates sold pursuait t© subsections {f1 and (g} of this
section. Such central registration shall include, with respect to zach sale, an identification of each lender who has
soid the lean; the interest rate paid by the borrawer to the lendsr; the lender’s servicing fee; whether the loan is for
a fixed rate or vanable rate; 3 identification of each purchaser of the loan or trust certificate; the price paid by the
purchaser for the loan or trust certificate; the interest rate paid on the loan or trust certificate; the fees of an agent
for carrying out the functions described in paragraph {2) below; and such other information as the Administration
desms appropriste
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: ]
(2)  Nothing in this subsection shall prohibit the utilization of a book-entry : . ;
or other electroic form of registration for trust certificates. The Administration may, with
the consent of the Secretary of the Treasury, use the book-entry system of the Federal
Reserve Systemn.

§6. (a8  All moneys of the Administration not otherwise emploved may be deposited  Depositaries of
with the Treasury of the United States subject to check by authority of the Administration,  funds.

The Federal Reserve banks are authorized and directed to act as depositaries, custodians, and 15 USC 635
fiscal agents for the Administration in the general performance of its powers conferred by

this Act. Any banks insured by the Federal Deposit Insurance Corporation, when designated

by the Secretary of the Treasury, shall act as custedians and financial agents for the

Admintstration. Each Federal Reserve bank, when designated by the Administrator as fiscal

agent for the Administration, shall be entitled to be reimbursed for all expenses incurred as

such fiscal agent. : .

‘(b))  The Administrator shall contribute to the employees' compensation fund, on
the basis of annual billings 2s determined by the Secretary of Labor, for the benefit payments
made from such fund on accoust of employees eagaged in carrying out functions financed by
the revolving fund established by section 4(c) of this Act. The annual billings shall also
include a statement of the fair portion of the cost of the administration of such fund, which
shall be paid by the Administrator into the Treasury as miscellaneous receipts,

B
i

§7. (@® LOANS TOSMALL BUSINESS CONCERNS; ALLOWABLE PURPQSES; Business loaos,
QUALIFIED BUSINESS; RESTRICTIONS AND LIMITATIONS - The Administration is > "o0 96
empowered to the extent and in such amounts as provided in advance In appropriation Acts to

make loans for plant acquisition, construction, conversion, or expansion, including the

acquisition of land, material, supplies, equupment, and working capital, and to make leans to

any qualified smali business concern, including those owned by qualified Indian tribes,” for

purposes of this Act. Such financings may be made either directly or in cooperation with

banks or other financial institutions through agreements o participate on an immediate or

deferred (guaranteed) basis. These powers shall be subject, however, to the following

restrictions, imitations, and provisions:

{1) 1IN GENERAL -

#Section 7(z) was completely rewritten by Titie XX, § 1902, of PL $7-35, approved Aug, 13, 1981 (95 Stat. 357). Title
XIX of PL 97-35 may be cited as the "Small Business Budget Reconciliation and Loan Conselidation/Improvement Act of
981", per § 1981, Mow § 7(2) consalidated several former categorical programs into the § 7{a) regular business loan
program 10 unify interest rates and Joan terms. The new heading for § 7(2) was added by § 23313 of P.L.105-135, approved
Drec. 2, 1997 (111 St 2606). '

PThe inclusion of Indian-owned small business concems was made by § 231 of PL 95-307, approved Dot 24, 19738 (92
1757} to create an exception 1o the longstanding policy that povernmental entities may not receive SBA assistance. See
0.D. 147, p. 1349, See § 3(d} which defines the term "qualified Indian tribe,” previously defined ot this point,
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(A) CREDIT ELSEWHERE - No financial assistance shall be Credit
extended pursuant to this subsection if the applicant can obtain credit elsewhere. No elsewhers,

immediate participation may be purchased uniess it is shown that a deferred participation is
not available; and no direct financing may be made unless it is shown that a participation is
not available ®

(B) BACKGROUND CHECKS*" - Prior to the approval of any
loan made pursuant to this subsection, or section 303 of the Small Business Investment At
of 1958, the Administrator may verify the applicant’s criminal background, or Jack thereof,
through the best available means, including, i possible, use of the National Crime
Information Center computer system at the Federal Bureau of Investigation,

SBA
participation,

(2 LEVEL OF PARTICIPATION IN GUARANTEED LOANS.~

®The substance of this subsection was oniginally in prior §§ 7(a){1) and 7(aX(2). The term "crudit elsewhere™ is defined in §
3(h). Former § 7(2)(1) used phrase "from non-Federal sources", which was added by § 112{c} of PL 94.303, spproved June
4, 1976 (50 Stat. 663).

Hijew subparagraph T(aX 1)(B) added by § 211(2)(B) of P.L. 105-135, approved Dec. 2, 1997 (3111 Siat. 2606).

Bgection T{e}2) was rewritten by § 2 of P.L. 104.36, approved Oct. 12, 1995, (169 Swmat. 295). Section 8of P.L. 104.38
provides:

{a) IN GENERAL ~Except as provided in subsection (b}, the amendments made by this Act do not apply with
respect to any foan made or guaranteed under the Small Business Act or the Small Business Investment Act of 1958
before the date of enactment of this Act,

{b) EXCEPTIONS —The amendments made by this Act apply to a loan made or gum'an:eed under the Small
Business Act or the Smal Business Investment Act of 1558 before the date of enacizaent of this Act, ifthe loan is
refinanced, extended, restructured, or renewed on or after the date of enactment of s Act

Feor legislative Mstory 'of former § 7{a}2), see prior versions of this Handbook. Text of former § 7{a)2) is set out below:

) in agreements to participate 1o foans on a deferred basis under this subsection, such participation by the
Administration, gxcept as provided i parsgraph (6), shail be:

{A) not Jess than 90 percent of the balance of the financing outstanding at the time of disbursement if
such financing does not sxczed $155,000; Provided, That the percentage of participation by the Administration
may be reduced below 97 percent upon request of the participating ferder ; and

(B} subiect to the Hmitation in paragragh {3} -

{1} not Jess than 70 percent nor more &an &3 percent of the fnancing outstanding at the time
of disbursement if such financing exceeds $153,000: Provided, That the participation by the Administration may be
reduced below 70 percent upprs request of the participating lender;

{if) not fess than 75 percent of the financing outstanding at the time of disbursement, if such

financing is more than $155,000 and the period of maturity of such financing is more than 16 years, except that the
participation: by the Administration may be reduced below 75 percent upon request of the panticipating lender;
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(A} IN GENERAL.--Except as provided in subparagraph (B), in an . _
agreement to participate in a loan on a deferred basis under this subsection (including a loan

made under the Preferred Lenders Program), such participation by the Administration shall

be equal to--

(i} 73 percent of the balance of the financing outstanding at
the time of disbursement of the loan, il such balance exceeds $100,000; or

(i) 30 percent of the balance of the financing outstanding at
the time of disbursement of the loan, if such balance is less than or equal to $100,000.

(B) REDUCED PARTICIPATION UPON REQUEST.—

{i) IN GENERAL.—The guarantee percentage specified by
subparagraph (A} for any loan under this subsection may be reduced upon the request of the |
participating lender,

(i#i) PROHIBITION,—The Administration shail not use the
guarantee percentage requested by a participating lender under clause (i) as a criterion for
establishing prionties in approving loan guarantee requests under this subsection.

(C)  INTEREST RATE UNDER PREFERRED LENDERS .
PROGRAM -- %

{i) IN GENERAL.--The maximuwm interest rate for a loan
guaranteed under the Preferred Lenders Program shall not exceed the maximum interest rate,

Gty not less than 85 percent of the financing outstanding at the time of disbursement, if such
financing is more than $155,000 and the period of maturity of such financiog is 10 years or less, except ihat the
participation by the Administration may be reduced below 83 percent apos request of the participating lender; and

{iv) not jess than 85 percent nor more than 50 percent of the financing cutstanding at the time
of disbursement if such financing i% 4 loan under paragraph {14} or (18},

The Adminigiration shall not use the percent of guaranter requested as a criterion for establishing priorities in
approving pusrantee requests gor shali the Administration reduce the percent guaranteed to less than the above
specified percentums other than by detenmination made on each application: Notwithstanding subparagraphs (A)
and (B), the Administration's participation under the Preferred Lenders Program or any successor therete shall be
not less than 70 percent, unless a legser percent is required by clause (BXii) or upon the request of the participating
lender, Agsused in this subsection, the term "Preferred Lenders Program” means a program under which a written
agreement between the lender and the Administration delegates to the lender (I3 complete anthority to make and
close leans with & guarantee from the Administration without obtasning the prior specific approval of the
Administration, and (11} suthority to service and lquidate such loans. The maximum interest rate for z oan
guaranized uader the Preferred Lenders Program shall not exceed the maximum interest rate, as determined by
Admimistration, which is made applicable 2o vther loan guarantees under section 7{a). .b
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as determined by the Administration, applicable 1o other loans guaranieed under thus
subsection.

(i)  PREFERRED LENDERS PROGRAM DEFINED —For I‘;ﬁ:g**‘
purposes of this subparagraph, the term "Preferred Lenders Program” means any program pmm»
established by the Administrator, as authorized under the proviso in section 5(b)(7), under

which a written agreement between the lender and the Administration delegates 1o the lender-

-

{I} complete authority (o make and close loans with
a gmrantee from the Adrmunistration wzthozzt obtaining the prior specific approval of the
Administration; and

{I)  complete authority 1o service and liguidate such
Joans® without oblaining the prior specific approval of the Administration for routine
servicing and liguidation activities, but shall not take any actions creating an aotual or
apparent conilict of interest.

i

(D)™ ?ARHCIP&’Z?()% UNDER EXPORT WORKING CAPITAL Export”
PROGRAM.-Notwithstanding subparagraph (A), in an agreement to participate ina loanona ~ Working
deferred basis under the Export Working Capital Program established pursuant to paragraph Capital

(143(A), such participation by the Administration shall not exceed 90 percent.

(3}  Noloan shall be made under this subsectiop..

{A) if the total amount outstanding and commitied {by participation
or otherwise) to the borrower from the business foan and investment fund established by this
Act would exceed $750,000, except as provided in subparagraph (B),

{B) ifthe total amount outstanding and committed {on a deferred
basig) solely for the purposes provided in paragraph (16) to the borrower from the business
loan and investment fund established by this Act would exceed $1,250,000,% of which not
more than $750, 000 may be used for working capital, supplies or financings under section
Fax14) for export purposes; and

g anpuage following the foomots signal {and word “complete”) added by § 103(a) of P.L. 104-208, approved Sept. 30, 1996
(110 Stat. 3005.726),

“Parggraph T{aX2KD) added by § 111 of P.L. 104-208, approved Sept, 30, 1996 {110 Stat. 3009-733}.
¥ Amount changed from $1,600,000 by § 210 of B.L. 103403, approved Oct. 22, 1994 {108 Stmat. 4182). The same section

also changed the armount to be aliowed for working capital, supplies or revolving lines of credit from $250,000 and provided
{hat such amount would not be in addition to the $1,25¢ 400 limit.
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(Cy  if effected either directly or in cooperation with banks or ather ;
lending institutions through agreements to participate on an immediate basis if the amount "

would exceed $350,000.%
(4y  INTEREST RATES AND FEES.

{A) INTEREST RATES.-Notwithstanding the provisions of the Interest
constitution of any State or the laws of any State limiting the rate or amount of interest which  rates.
may be charged, taken, received, or reserved, the maximun legal rate of interest on any
financing made on a deferred basis pursuant to this subseetion® shall not exceed a rate
prescribed by the Administration, and the rate of interest for the Administration's share of any
direct or immmediate participation loan shall not exceed the current average market yield on .
outstanding marketable obligations of the United States with remaining periods to maturity
comparable to the average maturities of such loans and adjusted to the nearest one-eighth of 1

per centurn, and an additional amount as determined by the Administration, but not to exceed
© 1 per centum per annum:™ Provided, That for those loans to assist any public or private
organization for the handicapped or to assist any handicapped irdlividual as provided in
paragraph (10) of this subsection, the interest rate shall be 3 per centum per annum.®

(BY® PAYMENT OF ACCRUED INTEREST.-

{i) IN GENERAL.-Any bank or other lending institution .
making a claim for payment on the guaranteed portion of a loan made under this subsection !
shal! be paid the accrued interest due on the loan from the earliest date of default to the date

of payment of the claim at a rate not to excend the rate of interest on the Joan on the date of

default, minus one percent.

“Paragraph 7(aX3) rewriten by paragraph 3007(a)(2) of PL 100-418, approved Angust 23, 1988 (102 Swat. 1560}, Pricr
language of paragraph 7(a¥3) read: ‘

Mo loan under this subsection shall be made if the total amount outstanding and committed (by participation or
otherwise) to the borrower from the business loan and investment fund established by this Act would exceed
£560,000: Provided, That no such loan made or effected either direetly o in cooperation with banks or ether
leading institutions through agrzements (o participate on an immediate basis shali exceed $350,000,

The $500,000 loan limit raised from $350,000 by § 111 of PL 94-305, approved June 4, 1976 (90 Stat. 663).

The first clause of this puragraph was added by § 104 of PL 102-366, approved Sept. 4, 1952 (106 Stat. 988). The provious
language read: “The rate of interest on financings made on a deferred basis shall be legal and reasonable but”.

BSection 7(a}4) was completely rewritten by § 1902 of PL, $7.35, approved Aug, 13, 1981 (95 Stat. 768). Set § 8 of PL,
93-386, approved Aug. 23, 1974 (88 Stat. 742) for prior text. The original Act (see foomote 1) provided an interest rare limit
of 5 112%. :

#This previso on interest rates originally pmvi{ie;} in § MhK2s .

%G, bparazraph a4 )(B) added by § 103(1)(2) of P.L. 104-208, approved Sept. 30, 1996 {110 Stat. 3609.727).
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(ily  LOANS SOLD ON SECONDARY MARKET..If
a loan described in clause (1) is sold on the secondary market, the amount of interest paid
to a bank or other lending institution described in that clause from the earliest date of
default to the date of payraent of the claim shall be no more than the agreed upon rate,
minus one percent.

(3}  No such loans including renewals and extensions thereof may be Maximum
made far a period or pericds excesding twenty-five years, except that such portion of a termm,
loan made for the purpose of acquiring real property or constructing, converting, or
expanding facilities may have a maturity of twenty-five years plus such additional
period as i3 estimated may be required to complete such construction, conversion, or
expansion.

{63  All loans made under this subsection shall be of such sound value :‘ﬁmﬁf
or 50 secured as reasonably 10 assure repa:,fmcmzs’2 MW, That -~ repayment.
{A) for loans to assist any public or private organization or to Handicapped

assist any handicapped individual as provided in paragraph (10} of this subsection any toans.
reasonable doubn shall be resolved in favor of the applicant;

(B)  recoguizing that greater risk may be associated with loans Energy
for energy measures as provided in paragraph (12} of this subsection, factors in , measures.
determining "sound value” shall include, but not be limited to, quality of the product or
service; technical qualifications of the applicant or his employees; sales projections; and
the financial status of the business concern: Provided further, That such status need not
be as sound as that required for general loans under this subsection; and

(C)  [Repealed] ™.

On that portion of the 1oan used 10 refinance existing indebtedness held by a bank or
other lending institution, the Administration shall Hmit the amount of deferred
participation o 80 per centum of the amount of the loan at the time of disbursement;
Provided further, That any authority conferred by this subparagraph on the
Administration shall be exercised solely by the Administration and shall not be
delegated 1o other than Administration personnel.

HGubstance of this provision was originally in prior § 7(a}4XC). Former period was ten years with twenty years for
business Joans for constructing facilities, Section 103 of PL 90-104, appraved Cior. 11, F987 {81 Stat. 268}, extended
from 10 years to 15 vears the maximum term of the portion of busingss loans made for constructing facilities. Section
108(b) of PL 94.305, approved June 4, 1976 (90 Stat. 663), extended this period from 15 to 20 yeare. Extended 1628
years by § 1902 of PL, 97.35, approved Aup. 13, [981 (95 Siat. 357},

%L anguage of this subsection identical to prior § 7{a){7) up to this footnote. Provisos and remaining § 7(a}(6) were
added in revigions to § 7(a)} by PL 57-35, supra.

Pgection T(aX6)(C) was repeated Oct. 1, 1985, per sazzsez provisions of § 1910 of PL ?’?«35 approved Aug. 13, 195]
(95 St 357)

(Rev. 9, Change 1)
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(7}  The Administration may defer payments on the principal of such

loans for a grace period and use such other methods as it deerns necessary and
appropriate 1o assure the successful establishment and operation of such concern.

(8)* The Administration may make loans under this subsection to
small business concerns owned and controlled by disabled veterans (as defined in
section 4211(3) of title 38, United States Code).

(9)  The Administration may provide loans under this _snbsecﬁon w0
finance residential or commercial construction or rehabilitation for sale: Provided,
however, That such loans shall not be used primarily for the acquisition of land.”

{10y The Administration may provide gmar‘azmae«*:s:i‘;‘6 loans under this
subsection to assist any public or private organization for the handicapped or to assist
any handicapped individual, including service-disabled veterans, in establishing,
acquiring, or operating a smali business concern.

(11)  The Administration may provide loans under this subsection to
any small business concern, or to any gualified person seeking to establish such a

concern when it determines that such loap will further the policies established in section

2(c) of this Act, with particular emphasis on the preservation or establishment of small
business concerns located in urban or rural areas with high proportions of unemployed
or low~income individuals or owned by low-income individuals,

(12} (Aj The Administration may provide loans under this
subsection to assist any small business concern, including start up, to enable such

concem to design architecturally or engineer, manufacture, distribute, market, install, or
service energy measures: Provided, hcm gver, That such loan proceeds shall not be used

primarily for research and dcveéapmcm.

3:

Disabled
veterans.
138 USC
4211]

Construc
tion foans.

Handicapped
Ioans.

Low-
income
areas.

. +
1
T

Energy
fmeasures.

*Seotion T(aKB) was repealed Qct. 1, 1985, per “sunset” provisions of § 1910 of PL 97-35, approved Aug. 13, 1981 {95

Stat, 357). New § 7(a)(8) was added by § 706 of P.L. 105-133, approved Dec. 2, 1997 (111 Star. 2637).

*“This language as originally in initial paragraph of prioe § Ta). Section 301 of PL 93-89, approved Aug. 4, 1977 (81
Sat. 353) amended § Ha) specificslly o suthovize SBA to make regalar bosiness loans to small hnmebuiiders to
finiarice residential or commaercial construction for sale, providing such loans may not be used pnmaniy for the

acquisition of fand,

% The word “guaranteed” and the reference o mxce-é;sabkzi veterans added by § 401{b) of P.L. 106-50, approved

Angust 17, 1999 {113 Sear. 244}

"See § 3(e} for definition of “public or private organization for the handicapped” and § 3(f) for definition of

"handicapped individual®, previcusiy at § Th} Sabsections 7{a) 10} through {13} consolidated former §§ He), {h) )

and (33, per § 1902 of PL 9735, approved Aug. 13, 1981 {95 Siat. 770).

Boer § 3{g) for definition of "energy measures”, previousty ot § 1)

{Rev. %, Change 1)
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(BY® The Administration may provide deferred participation
Toans under this subsection to finance the: planning, design, or installation of pollution
control
Section HaX12)(b) added by subsection 111(c) of PL. 100-590, approved Nov. 3, 1988 {102 Stat. 2995). "(R}"
substituted for "(b)" by editor of this Handbook.

(Rev. 9, Change 1}
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facilities for the purposes set forth in section 404 of the Smal! Business Investment Act of
1958, Notwithstanding the linitation expressed in paragraph (3) of this subsection, a loan
made under this paragraph may not result in a total amount outstanding and committed to a
borrower from the business loan and investment fund of more than $1,000,000.

{13y The Administration may provide financings under this subsection to
State and local development companies for the purposes of, and subject to the restrictions in,
title V of the Small Business Investment Act of 19358,

companes.

{14) (A) The Administration may provide extensions of credit, standby ~ Expont
letters of credit, revolving lines of credit for export purposes and™ other financing to enable w°r;i:aim§
small business concemns, including small business export trading companies and small capial
business export manpagement companies, to develop foreign markets. A bank or participating
lending institution may establish the rate of interest on extensions and revolving lineg of
¢redit as may be legal and reasonable,

{B)  When considering Joan or guarantee applications, the
Adnxnistration shall give weight to export-related benefits, including opening new arkets
for United States goods and services abroad and encouraging the involvement of small
businesses, including agricultural concerns, in the export market.

{(C)  The Administration shali aggressively market its expont
financing program to small businesses.®
{(15) (A The Administration may guarantee loans under this subsection g;‘lﬁ‘;
1o qualified employee trusts with respect o a small business concern for the purpose of trusts,
purchasing stock of the concern under a plan approved by the Administrator which, when
carried out, results in the qualified employee trust owning at least 51 per centum of the stock
of the concern. .

for "{bY" by sditor of tis Handbook.

YParagraph 7{a3(34)A) was amended (0 inciude standby letiers of credit and other financing by § 209 of P.L. 103-403,
sporoved Oct, 22, 1994 (108 Star, 4182). The same section deleted the 3-year limitation. The term “pre-export™ was deleted
by § 202(1) of L. 101-574, approved Nov, 15, 1990 (104 Star. 2818). The peried for sxtension of credit was extended
from 18 months to 3 years by § 202(Z} of P.L. 101574

**This language was added by § 112 of PL 96-481, approved Oct. 21, 980 (94 Stat. 2321) as part of “Small Business Export
Expansion Act of H980", whick is ensceed in Thls §, Part B of PL. 96-481. See pages 983 and 984 of this Handbook,
Subsection 7{a)} 14) was rewritten by §8005 of PL 100-418, approved August 23, 1988 (102 Stat. 1557).

1% pan guarantees for qualified emploves trusts were originally provided i prior § H{a)(8) which was added by title V, §
505 of PL. 96-302, approved July 2, 1980 {84 Stat. 833). Title V of PL 56-302 may be cited as the "Small Bosiness
Employee Ownership Act of 19867 Effective date was Oct. 1, 1988, per § 507 of PL 96-302, See § 3{c) and also page 7%
of this Handbook.
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{B} The plan requiring the Administrator's approval under . "
subparagraph {A) shall be submiited to the Administration by the trustee of such trust with its
application for the guarantee. Such plan shall include an agreement with the Administrator
which is binding vn such trust and on the small business concern and which provides that —

() not later than the date the loan guaranteed under
subparagraph (A) is repaid {or as soon thereafler as is consistent with the reguirements of
section 401 {a} of the Internal Revenue Code of 1934), at least 51 per centum of the total (26 USC4di}
stock of such concern shall be allocated to the accounts of at least 51 per centum of the
employees of such concem who are entitled to share in such allocation,

(31}  there will be periodic reviews of the role in the ?trfa&ic
management of such concern of employees to whose aceounts stock is allocated, and Teviws.

(iify  there will be adequate management to assure
management expertise and continuity.

{C)  Indetermining whether to guarantee any loan under this guarantee
paragraph, the individual business experience or personal assets of employee-owners shall criteria,
not be used as criteria, except inasmuch as certain employee-owners may assume managerial  restriction,
responsibilities, in which case business experience may be considered.

{Dy  For purposes of this paragraph, a corporation which is
controlled by any other person shall be treated as a small business concem if such
corporation would, after ﬂze plan described in subparagraph (B) is carried out, be treated as a
small business concer.

{(E)Y The &dmitﬁszrazion shall compile a separate list of applications ng}z:@:?
for assistance under this paragraph, indicating which applications were accepted and which
were denied, and shall report periodically to the Congress on the status of employee-owned
firms assisted by the Administration.
(16) (A)'* The Administration may guaramee loans under this paragraph szim

1o assist any eligible small business concern in an industry engaged in or adversely affected
by irternational trade in the financing of the acquisition, construction, renovation,
modemization, improvement or expansion of productive facilities or equipment to be used in
the United States in the production of goods and services involved in intemational trade, if
the Administration determines that the appropriate upgrading of plant and equipment will

"New paragraphs 7(2){16) and {17) added by paragraph 2007(a}{3) of PL. 106-418, approved August 23, 1988 (102 S,
1560}, Existing paragraph 7(2)(16}, added by £18007 of PL 99-272, approved April 7, 1986 (300 Swt, 366), redesignate
Ja) 18} by paragraph 8007¢a)(4) of PL. 100-418. ‘

44 {Rev. 93



§ T I63B) to
§ Ta)IBHAYW
SMALL BUSINESS ACT

allow the concern to improve its competitive position. Each such loan shall be secured by a
first lien position or first mortgage on the property or equipment financed by the loan. ™

{B) A small business concern shall be considered 1o be engaged in
or adversely affected by international trade for purposes of this provision if such congem is,
as determined by the Administration in accordance with regulations that it shall develop--

{1} in a position to significantly expand existing export
markets or develop new export markets; or

(ii)  adversely affected by import competition in that it is—

] {1} confronting increased direct competition with
foreign finms in the relevant market; and
(i1}  can demenstrate injury sttnbutable to such
competition.

{17y The Administration shall authorize lending institutions and other
entities in addition to banks to make loans authorized under this subsection.

t,

(18)'* GUARANTEE FEES.— Guarantee fees.

(A} INGENERAL --With respect 1o each loan guaranteed under
this subsection (other than a loan that is repayable in | year or less), the Administration shall
collect a guarantee fee, which shall be payable by the participating lender and may be
chargnci to the borrower, in an amount equal lo the sum of-

{i) 3 percent of the amount of the deferred participation
share of the loan that is less than or equal to $250,000;

ity  ifthe deferred participation share of the loan exceeds
$250,000, 3.5 percent of the difference between—

The last sentence of § Ha)(16)A) deleted by § 245 of P.L. 101574, approved Nov. 15, 1990 {104 Stat. 2627). The
deleted sentence read: "The lender shall agree to sell the loan in the secondary market as authorized in sections 5{0) and 5(g)
of this Act within 180 days of the date of disbursement.”

"MSection 7(a)18) was rewriften by § 3 of P.L. 104-36, approved (et 12, 1995 (109 Stat. 296}, See footmote with § Ha}2) for
language regarding applicability of P.1. 104-36 to Ioans made befare enactrment. Text of former § 7{2)(18) i set out below:

The Administration shall coflect a gusrantec fee equal to two percent of the amonnt of the deferred porticipation share

of any loaa under this subsection other than s loan repayable in one year or less. The fee shail be payable by the
participating lending institution and muay be charged to the borrower.
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. {3 $500,000 or the total deferred participation ' :
share of the loan, wiuchever is less; and : ‘

(I 3256,000; and

(iti)  if the deferred participation share of the loan exceeds
$500,000, 3.875 percent of the difference between~

(I3 the total deferred participation share of the loan;
and

{an  $300,000.

(By EXCEPTIONFOR CERTAIN LOANS.~Notwithstanding
subparagraph (A), if the total deferred participation share of a loan guaranteed under thig
subsection is less than or equal te 380,000, the guarantee fee collected under subparagraph -
{A) shall be in an amount equal to 2 percent of the total deferred participation share of the
loan. -

(19Y% (A} In addition to the Preferred Lenders Program authorized by the  Centified
proviso in section 5(b)(7), the Administration 1s authorized 1o establish a Certified Lenders
Program for lenders who establish their knowledge of Administration laws and regulations Pr "é
concerning the guaranteed loan program and their proficiency in program requirements. The i
designation of a lender as a2 certified lender shall be suspended or revoked at any time that the
Administration determines that the lender is not adhering to its rules and regulations or that
the loss experience of the lender is excessive as compared to other lenders, but such
suspension ot revocation shall not affect any cutstanding guaramiee.

(B} Inorderto encourage all lending institutions and other entitics
making loans authorized under this subsection to provide loans of $50,000 or less in
guarantees to eligible small business loan applicants,'” the Administration shall develop and
gilow participating lenders to solely utilize a uniform and simplified loan form for such
i m.zm .

%5 Section 7(aX 19), added by subsection 302(a} of PL. 108-333, approved Oct. 25, 1988 {102 Star. 2693), rewritten by § {2) of
PL 101-162, approved Nov, 21, 1884 {103 S, 1025). _

phrase "during fiscal vears 1989, 1990, and 1992 deleted by § 4 of PL 102-191, approved Dec. 5, 1991 (105 Star. 1591).

1T8ections 7{aX I9HB)(1) and {C) were repealed by § 3¢b) of P.L. 104-36, approved Oct. 12, 1995 { 109 Stat. 296}, See footmote
with § 7(aX2) for Janguage regarding applicability of P.L. 104-36 w loans mede before the date of enacenent. Text of former §§
HEX1OKBY() and (C} is set out below:

{ii) allow such lenders to retain one-half of the fee coliected pursuant to secton T(a)( 18} on such foun

A participating lendar may not retain any fee pursuant to this paragraph if the amownt committed and .
outstanding o the apphicant would exceed 850,000 unless the amount in excess of $30,600 is an amount n :
approved under the provisions of this paragraph.
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. CY®  Authority to liquidate loans.- Liquidate
. loans.
H IN GERERAL .-The Administrator may permit lenders
participating in the Certified Lenders Program to liguidate loans made with a guarantee from
the Admunistration pursuant to a liguidation plan approved by the Administrator.

(iiy  Automatic approval.-If the Administrator does not
approve or deny a request for approval of a liquadation plan within 10 business days of the
date on which the request is made {or with respect to any routing liguidation activity under
such a plan, within 5 business days) such request shall be deemed to be approved.

(20¥” (A)  The Administration is empowered to make loans either directly §(a) loans.
or in cooperation with banks or other financial institutions through agreements to participate
on an immediate or deferred (guaranteed) basis to small business concerns eligible for
assistance under subsection (§}(10) and section 8(a). Such assistance may be provided only if
the Administration determines that-

{iy  the type and amount of such assistance requested by
such concern is not otherwise available on reasonable terms from other sources;

: (ii}  with such assistance such concern has a reasonable
' prospect for operating soundly and profitably within a reasonable period of time;

(3t} the proceeds of such assistance will be used within a
reasonable time for plant construction, conversion, or expansion, including the acquisition of
equiprment, facilities, machinery, supplies, or material or to supply such concern with
working capital to be used in the manufacture of articles, equipment, supplies, or material for
defense or civilian production or as may be necessary to insure 8 well-balanced national
economy; and

<) in order to encourage lending institutions and other entities making loans aathorized under this
subsection to provide loans to small business loan applicants located in rural areas, such lenders shall be
permitted to retain one-half of the fee collected pursuant to paragraph (18} on 1oans of less than $73,000. A
participating lender may not retain any foe pursuant 1o this subparagraph if the amount committed and
outstanding 1o the applicts would exceed $75,000 unless the amount i excess of $73,000 is an amount ot
approved uader the provisions of this subparagraph. This subparagraph shall cease to be effective on October
1, 1995,

#itew subparagraph HaX19){(C) added by § 103(b) of P.L. 104208, approvad Sept. 30, 1996 (110 Stat, 3009.726),

. ®subsection Ha)(20) added by § 302 of PL, 100-656, approved Nov. 15, 1986 (102 Stat. 3867), effective Oct. 1, 1989, per §
303 thereof,
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(v}  such assistance is of such sound value as reasonably to . .
assure that the terms under which it is provided will not be breached by the small business !
CONCETN.

(B') (B No loan shall be made under this paragraph if the total
amount outstanding and commitied (by participation or atherwise) to the borrower would
exceed $750,000,

(ify  Subject to the provisions of clause (i), i agreements to
participate in loans on a deferred (guaranteed) basis, participation by the Administration shall
be not less than 83 per centum of the balance of the ﬁnancmg ouistzmdmg at the time of
dishursement.

(iiy  The rate of interest on fimancings maiié on a deferred
{guaranteed) basis shall be legal and reasonable.

(iv}  Fmancings made pursuant to this paragraph shall be
subject to the following limitations:

) No immediate participation may be purchased
ursless it is shown that a deferred participation is not available,

.‘1

{Il}  No direct financing may be made uniessitis
shown that a participation is unavailable. “

(C) A direct loan or the Administration’s share of an immediate
participation loan made pursuant to this paragraph shall be any secured debt instrument--

(i) that is subordinated by its terms to all other borrowings
of the igsuer;

{ii}  the rate of interest on which shall not exceed the current
average market yield on outstanding marketable obligations of the United States with
remaining periods to maturity comparabie 1o the average maturities of such loan and adjusied
to the nearest one-eighth of 1 per cenfum;

(i)  the term of which {5 not more than twenty-five years;
and

: {iv}  ibe principal on which amertized at such rate as may be
deemed appropriate by the Administration, and the interest on which is payable not less often
than aanually.

- 4
CCOn:

transition
foans.

48 {Rev. 9)



: § 7aX21)A) to
SMALL BUSINESS ACT . § Ta)21E)

e ¢A)  The Administration may make loans on a guaranteed basis
under the authority of this subsection—

{i} 1o asmall business concern that has been (or can
reasonably be expected to be) detrimentally affected by--

. 4 the closure {or subsiantial reduction) of a
Department of Defense installation; or

(I}  the ermination (or substantial reduction) of
a Department of Defense program on which such small business was a prime contractor
or subcontractor {or supplier) at any tier; or

(i)  to aqualified individual or a veteran'"’ seeking to
establish {or acquire) and operate a small business concem. .

. {B} Recognizing that greater risk may be associated with a loan
to a small business concern described in subparagraph (A){(i), any reasonable doubts
concerning the firm's proposed business plan for transition to nondefense-related markets
shall be resolved in favor of the loan applicant when making any determination regarding
the sound value of the proposed loan in accordance with paragraph (8).

(C}  Loans pursuant 1o this paragraph shall be authorizedin
such amounts as provided in advance in appropriation Acts for the purposes of iﬁaras
under this paragraph.

(D} | For purposes of this paragraph a qualified individuoal is-

{) a member of the Armed Forces of the United Stares,
honorably discharged from active duty involumaniy or purstiant 1 o program providing
bonuses or other inducements to encourage voluniary separation or early retirement:

{ity  anemployee of a prime contractor, subcontractor,
or supplier at any tier of a Department of Defense program whose employment is
involuntarily terminated (or voluntarily terminated pursuant to a program offering
inducements 1o encourage voluntary separation or sarly retirement} due 1o the termination
{or substantial reduction) of a Department of Defense program.

(E)'? JOB CREATION AND COMMUNITY BENEFIT ~In

providing assistance under this paragraph, the Administration shall develop procedures to
ensure, 1o the maximum extent practicable, that such assistance is used for projecis that--

1 paragraph 7(a)21) added by § 211 of PL 102-366, approved Sept. 4, 1992 (106 Stat, 997). The phrase "on &
guaranteed basis” was added by § 605(a) of P.L. 103-403, approved Oct, 22, 1994 (158 Stat. 42033 -

1" Reference to veterans added by § 404 of P.L. 106-50, approved August 17, 1999 (113 Stat. 246).

(Rev. 9, Change 1)
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(1)  have the greatest potential for-- . i

I creating new jobs for individuals whose
employment is mvoluntanly terminated due 10 reductions in Federal defense

expendinues; or

(I}  preventing the loss of jobs by employees of
small bzzsmess concerns described in subparagraph (A)(i); and

{ii)  have substantial potential for stimulating new
economic activity in communities most affected by reductions in Federal defense
expenditures.

(22)*" The Administration is authorized to permit participating lenders to Penalty
impose and collect a reasonable penalty fee on late payments of loans gusranteed under fee.
this subsection in an amount not to exceed 5 percent of the monthly loan payment per
month plus interest.

(23)""* ANNUAL FEE -~ ' Annual
fez.
{A) IN GENERAL.--With respect to each loan guaranteed
under this subsection, the Administration shall, in accordance with such terms and .
procedures as the Administration shall establish by regulation, assess and collect an :
annual fee in an amount equal to 0.5 percent of the cuistanding balance of the deferred
participation share of the loan.

{B) PAYER.--The annual fee assessed under subparagraph (A)
shaii be payable by the participating lender and shall not be charged to the borrower.

(24)"'* NOTIFICATION REQUIREMENT ~The Administration shall Notice to
notify the Committees on Small Business of the Senate and the House of Representatives Congress.
not later than 15 days before making any significant policy or administrative change
affecting the operation of the loan program under this subsection.

(25" LIMITATION ON CONDUCTING PILOT PROJECTS .-

“iparagraph 7(a)(2 | XE) added by § 603 of P.L. 103-403, apﬁrnvéd Qct. 22, 1994 (108 Stat, 4202).
agubsection H{aX22) added by § 4 of P.L. 103-81, approved August 13, 1993 (107 Stat. 781).
Y¥New subsection 7(a)}23) added by § 4 of P.L. 10436, approved Oct, 12, 1995 (109 Stat. 296).
'Phew subparagraph 7(aX24) added by § 5 of P.L. 104-36, approved Oct. 12, 1995 (109 Stat. 297

" arapraph 7(a)(25) added by § 103(c) of P.L. 104-208, approved Sept. 30, 1996 (110 Stat. 3009-726). .

{Rev. 9, Change 1}
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(A} IN GENERAL.-Not more than 10 percent of the total number
of loans guarameed in any fiscal vear under this subsection may be awarded as part of a pilot
program which is commenced by the Administrator on or after October 1, 1956,

(8}  PILOT PROGRAM DEFINED -In this paragraph, the term “pitor
"pilot program” means any lemling program initiative, project, innovation, or other activity - program.”
not specifically authorized by law.

(C) LOW DOCUMENTATION LOAN PROGRAM.-The Low-Doc

Administrator may carry out the low documentation loan program for loans of $100,000 or Program,
fess only through lenders with significant experience in making small business loans. Not -

later than 90 days after the date of enactment of this subsection, the Administrator shall

promulgate regulations defining the experience necessary for participation as a lender in the

low documentation loan program.

(26)'"* CALCULATION OF SUBSIDY RATE.-All fees, interest, and profits  Stbsidy rate.
received and retained by the Administration under this subsection shall be included in the
calculations made by the Director of the Office of Management and Budget to offset the cost
(as that terro is defined in sections 502 of the Federal Credit Reform Act of 1990) to the [2 USC 661a].
Administration of purchasing and guaranteeing loans under this Act.

Yeur 2600
computer
problem.

(27" YEAR 2000 COMPUTER PROBLEM PROGRAM—

H9paragraph 7(a)26} added by § 103(d) of P.L. 104-208, approved Sept, 36, 1996 {110 Stat, 3009.727).

117 paragraph Ta)(27) was added by § 3(2) of P.L. 106-8, approved April 2, 1999 (113 Stat. 13). Section 2 of that act
provides:

Congress finds that—

{1) the failure of many computer programs to resognize the Year 2000 may have extreme negative financial
conseences in the Year 2000, and in subsequent years for both large and small businesses;

() smal businesses are well behind larger businesses in implementing corrective changes 10 their automated
systems;

{33 rmany small businass do not have access to capizal to fix mission eritical automated systems, which coald result
in severe financial distress or fatiure for small businesses: and

{4) the failure of a large number of small businesses due to the Year 2000 computer problem would have a highly
detrimental effect on the economy in the Year 2000 and in subsequent years. :

Section 3 of P.L. 106-8 further provides:
(b} GUIDELINES«m
)] N GENERAL—Not later than 38 days after the date of gnactment of this Act, the Administrator

of the Smal Business Administration shal issue gaidelines 1o carry out the program under section 7{a}27) of the Small
Business Act, as added by this section.

51 (Rev. 9)



§ M@ A o

\ 3§ HaXATH(AXHXIN
SMALL BUSINESS ACT
(A)  DEFINITIONS—In this paragraph— . ‘

(iy  the term “ehgible lender” means any lender designated :53;3‘“%”
by the Administration a5 eligible to participate in the general business loan program under i
this subsection; and

(ii)  the term “Year 2000 computer problem™ means, with “Year 2000
respect to information technology, and embedded systems, any problem that adversely effects :"gﬁ::,,

the processing (mcludmg calculating, comparing, sequencing, d;splamg, or storing),
transmitting, or receiving of date-dependent datar—

I fiom, inte, or between—
{aa)  the 20th or 21st centuries; or
(bb} the years 1998 and 2000; or

() withregard o leap year calcolations. -

. K

o REQUIREMENTS—Exctpt to the extent that it would be inconsistent with this section or section
Ha)(27) of the Small Business Act, as added by this scetion, the guidelines issued nnder this subsection shall, with respest to
the loan program established undes section 7(a)(27) of the Small Business Act, 83 added by this section— :

{A) provide maximum flexibifity in the establishament of terms and conditions of foans
originated under the loan program so that such loans may be siructured in 2 manner that enhances the ability of the applicant
1o repay the debt,

(B) if approprinte to facititate repayment, establish a moratorium on principal payments
under the lean program for up to 1 year beginning on the date of the origination of the loan;

{88! provide that any reasonable denbts regarding e loan applicant’s abiiity 10 service the
debt be resoived in favor of the loan applicant; snd

{0)] suthorize an eligitie lender (as defined in section 7(a)}27¥A) of the Smaill Business Act,
as added by this seczaca} 1o process a Ioan under the loan program in accordance with the requirements applicable (¢ joans
originated under another loan program established pursuant to section 7(a) of the Small Business Aet {including the general
business loan program, the Preferred Lender Program, the Certified Lender Program, the Low Docamenation Loan Program,
and the SBAExpress Pilot Program), if—

1] the eligible lender is eligible to participate in such other loan program; and

(i} the terms of the Joan, including the principal amount of the loan, are consistent
with the requirements applicable to Inans originated under such other lban program. .
{c) REPEAL—Effective on Decembser 31, 2000, this section and the amendments made by this section are

repealed.
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(B) ESTABLISHMENT OF PROGRAM~The Administration
shall—

{i) establish 4 loan guarantee program, under which the
Administration may, during the period beginning on the date of enactment of this paragraph
and ending on December 31, 2000, guarantee loans made by eligible lenders to small
business concermns in accordance with this paragraph; and

(il}  notify each eligible lender of the establishment of the
program under this paragraph, and otherwise take such actions as may be necessary to
aggressively market the program under this paragraph.

)y USE OF FUNDS~A small business concemn that receives a Use of funds.
loan guaranteed under this paragraph shall only use the proceeds of the loan to—

{i) address the Year 2000 computer problems of that small
business concern, including the repair and acquisition of information technology systems, the
purchase and repair of software, the purchase of consolling and other third party services, and
related expenses; and

{if}  provide relief for a substantial economic mjury incurred .
by the small business concern as a direct result of the Year 2000 computer problems of the
small business concern or of any other entity (including any service provider or supplier of
the small business concern), if such ecoromic injury has not been compensated for by
insurance or otherwise, . ‘

(D) LOAN AMOUNTS~— Loan

ADounts.

i IN GENERAL~-Notwithstanding paragraph (3){A) and
subject to clauge (ii) of this subparagraph, a loan may be made to a borrower ander this
paragraph even if the total amount outstanding and commtted (by participation or otherwise)
10 the borrower from the business loan and investment fund, the business guaranty loan
financing account, and the business direct loan financing account would thereby exceed
$750,000.

(iiy EXCEPTION-A loan may not be made o s borrower -
under this paragraph if the total amount outstanding and commitied (by participation or
otherwise) to the borrower from the business loan and investment fund, the business guaranty
Ivan financing account, and the business direct loan financing account would thereby exceed
$1,000,000.

()  ADMINISTRATION PARTICIPATION—Notwithstanding

paragraph {2}(A), in an agreement to participate in a loan under this paragraph, participation
by the Administration shall not exceed—
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(i) 85 percent of the balance of the financing outstanding at

the time of disbursement of the loan, if the balance exceeds $100,000;

() 90 percent of the balance of the {inancing cutstanding at

the time of disbursement of the loan, if the balance is less than or equal to $100,000; and

{(iti)  notwithsianding clauses (i) and {ii), in any case in
which the subject loan is processed in accordance with the requirements applicable to the
SBAExpress Pilot Program, 50 percent of the balance outstanding at the time of
dishbursement of the loan.

{F)  PERIODIC REVIEWS—The Inspector General of the
Administration shall periodically review a representative sample of loans guaranteed under
this paragraph to mitigate the risk of fraud and ensure the safety and soundness of the loan

program.

(G) ANRNUAL REPORT--The Administration shall annually
submit to the Commitices on Small Business of the House of Representatives and the Senate
a report on the results of the program carried out under this paragraph during the preceding
i 2-month period, which shall inclhuzde information relating to—

(i) the total number of loans guaranteed under this
paragraph;

{ity  with respect to cach loan guaranteed under this
paragraph-—

I the amount of the loan;
{il)  the geographic location of the borrower; and

(IIl}  whether the loan was made to repair or replace
information technelogy and other automated systems or to remedy an economic injury; and

(iii)  the total number of eligible lenders participating in the
program.

(b)"*  Except as to agricultural enterprises as defined in section 18(b){1) of this Act,

the Administration also is empowered 10 the extent and in such amounts as provided in
advance in appropriation Acts -

i

Inspeetor
{ieneral
feview,

Report to
Congess,

{¥isaster loans,

Suetions 7E03{1) and Z{bY2) rewritten by § 1911 of PL, 97-35, approved Aug. 13, F9R1 (95 Star, 337); the exception f. )

agriculturat enterprises was added by § 18006 of PL 99-272, approved April 7, 1986 (100 Stat, 366).
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{1 {A) to make such loans {either directly or in cooperation with banks
or other lending institutions through agréements to participate on an imunediate or deferred
{guaranteed) basis as the Administration may determine to be necessary or appropriate to
repair, rehabilitate or replace property, real or personal, damaged or destroyed byorasa .
result of natural or other disasters,.' Provided, That such damage or destruction is not
compensated for by ingurance or otherwise: And provided further, That the Administration
may increase the amount of the loan by up fo an additional 20 per centum if it determines
such increase to be necessary or appropriate in order to protect the damaged or destroyed
property from possible future disasters by taking mitigating measures, including, but not
limited to, construction of retaining walls and sea walls, grading and contouring land,
relocating utilities and modifying structures;'® :

(B) o refinance any mortgage or other lien against a totally
destroved or substantially damaged home or business concern: Provided, That no loan or
guarantee shall be extended unless the Administration finds that (i) the applicant is not able
to obtain credit elsewhere;'® (ii} such property is to be repaired, rehabilitated, or replaced;
(iii} the amount refinanced shall not exceed the amount of physical loss sustained; and (iv)
such amount shall be reduced to the extent such mortgage or lien is satisfied by insurance or
otherwise; and

(C)™  during fiscal years 2000 through 2004, to establish a Disaster

e . . . . . ftigation pil
predisaster mitigation program to make such loans (either directly or in cooperation with z‘mgzm_n pro

The phrase *fonds, riots or civil disorders, or other catastrophes™ in § 7B} IXA) was replaced by current language by
subsection 119(a) of PL 100-390, approved Nov, 3, 1988 (102 Stat. 2959). Subsection 119(b} of the same At providsd the
definition of "disaster” in § 3(k) of the Small Business Act.
®Second proviso in subparagraph #(bX1)(A) added by § 121 of PL 106-590.

- PCradit elsewhere” defined in § 3¢h).

L3 New subparagraph 7B} 1¥0) added by § 1{a) of P.L. 10624, 3;:;330@ ed apni 27, 1999 (113 Sat. 39), "Section 1c) of
BL. 106-24 provides:

EVALUATION —On January 31, 2003, the Administrator of thé Stmall Business Adzniafstmtion shall submit to
the Committees on Smalt Business of the House of Represeatatives and the Senate a report on the effectiveness of the
pilst program autharized by section 7W{1XC) of the Small Business Act (15 U.S.C. 636{b)(1){C}), as added by
subsection {2} of this section, which report shall include—

{1} information reisting to—
{A) the areas served under the pilot program;
(B)  the number and dollar value of loans made under the pilot program; and

€} the estimated savings to the Federsl Government resulting from the pilot
progeam; and

¥4 such other information as the Administrator determines to be appropriate for evaluming the pilot
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banks or other lending institutions through agreements to participate on an immediate or \
deferred (guaranteed) basis), as the Administrator may determine to be necessary or "
appropriate, 1o enable small businesses to use mitigation techniques in support of a formal

mitigation program established by the Federal Emergency Management Agency, except that

no loan or guarantee may be extended to a small business under this subparagraph unless the
Administration finds that the small business is otherwise unable to obtain credit for the

purposes described in this subparagraph;

2y to make such loans (cither directly or in cooperation with banks or
other lending institutions through agreements to participate on an immediate or deferred
{guaranieed} basis as the Administration may determine to be necessary or appropriate {0 any
small business concem or small agricultural cooperative' located in an area affected by a
disaster, if the Administration determines that the concern or the cooperative has suffered a
substantial economic injury as a result of such disaster and if such disaster constitutes -

{A}  amajor disaster, as determined by the President under the
Disaster Relief and Emergency Assistance Act;'™ or {42 UsC 5121}
{B)}  anatural disuster, as determined by the Secretary of Agriculture
pursaam to the Consolidated Farmers Home Administration Act of 1961 (7 U.S.C. 1961);'%

or
{CY#  a disaster, as determined by the Administrator of the Small . ;

Business Adminisiration; or

program.

ZThe phrase "small business concern o siall agricultural cooperative” or similar conforming language substinited in liew of
»small business concern” throughout § 7(bX2) by § 311 of PL 98-270, approved April 18, 1984 (98 Stat. 157) {effective, as
per § 313, on Oct. 1, 1983). Section 312 of 1. 98-270 provides that this amendment shall apply 1o Joans granted on the
basis of any disaster with regpect to which 2 declaration has been issued after Sept. 1, 1982, under § 7BN2ZKA), (B), or (C) of
the Small Business Act or with respect W which a ceptification has been made after such date under § 7(bX2XD) of such Act.
Note: Se¢ alse § 3() of the Small Business Act, defining "smiali agricuitural cooperative.”

HThe reference to the 1950 Act deleted and existing language inserted by subsection 109(f)(1) of PL 100-707, approved
Nov. 23, 1988 (102 Stat. 4708). "Major disaster” is defined in § 102(2) of the 1974 Act, as amended by § 103{c) of PL
100-707, supza. ‘

'ZSection 1(a) of PL 88-264, approved Feb. 5, 1964 (78 Stat. 7), extended paragraph (2) beyond its former scope relating
solely to drought and excessive rainfall disasters. The Act referred to is now the Consolidated Farm and Rural Development
Act.

Former paragraphs (C), (D) and (E) were originally added by § 403 of PL 95.89, approved Aug. 4, 1977 (91 Stat. 553).
Paragraphs (C) and (D} were amended by § 1911 of PL 97335, approved Aug, 13, 1981 (93 Stat. 357), which also deleted
previgus paragraph (E). PL 98166, approved Nov, 28, 1983 {97 Stat. 1071 at 1079), provides that beginning with disast
commencing between Jan, 1, 1983, through Sept. 30, 1933, the determination of a natural disaster by the Secretary of i _
Agriculture pursuant to 7 USC 1961 shall be deemed a disaster declaration by the Administrator of SBA for eligibility '
purposes under § 7{b)(1) for agricultural enterprises as defingd in § 18(b) of the Small Business Act.
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{13y if no disaster declaration has been issued pursuant {o
subparagraph {A), (B}, or {C}, the Governor of a State: in which a disaster has occurred
may certify to the Smali Business Administration that'*? small business concerns or small
agricultural cooperatives (1) have suffered economic injury as a result of such disaster,
and (2} are in need of financial assistance which is not available on reasonable terms in
the disaster stricken area. Upon receipt of such certification, the Administration may
then make such loans as would have been available under this paragraph if a disaster
declaration had been issued.

Provided, That no loan or guarantee shall be extended pursuant to this paragmp‘h 3] Credit
* unless the Administration finds that the apphcam is not able to obtain credit elsewhere, ' elsewhers

7 Section 311 of PL 98-270, approved April 18, 1984 (98 Stat. 157), added "or small agricultural cooperatives” here.

Heections 7(bX3) and (4), previding nor-physical disaster loans 1o small business concerns, were repealed by §
18006(a) of PL $9-272, approved April 7, 1946 {100 Stat. 366). Section 18006(b) of PL 99-272 provides that 8BA
should continue to accept, process and approve joan apphcations ander paragraphs (13 - (2) of subsection 7(b) and shall
ohligate and disburse loan funds on account of disasters declared before (ot 1, 1985, even if such application is filed
after April 7, 1986, PL 99-349, epproved July 2, 1986 (100 8w, 718), amends § 18006(b) 1o apply 1o 3 Jisaster which
oceurred prior to Oct. 1, 1985, and with respect to which a disaster declaration application was submitied prier to Qgt. 1,
1983, The text of repealed paragraphs {3} and (4} is provided:

3) 165 ake such loans (either directly or in cooperation with banks or other iending institutions
through agreements to patticipste on an immediate or deferred basis} as the Administration may determine to be
necessary or appropriate 10 assist any small business concemn in effecting continuation of, additions to,
alterations in, or reesiablishment in the same or a new location of its plant, facilities, or methods of operation
made necessary by direct action of the Federal Government or as a consequence of Federal Government action
or 1o reet requirements or restrictions mposed on such concery under any Federal law heretofors or hereafter
enacted or aay State law enacted in conformity therewith, or any reguistion or order of a duly suthorized
Pederal, State, regional, or loval agency issued in confarmity with sach Pederal law, if the Adminigration
desvrmines that such concern 18 lkely to suffer substantial sconcmiv infury or be unabie to market 2 produg
withont assistance under this parsgraph: Provided, That the maximum loan made 1o any small business concemn
under this paragraph shall not exceed $500,000 and the amousnt thereof shail be based solely on a determination
made on sach application: Provided further, That no loan or gusrantee shall be extended unless the
Administration finds that the applicant is unable to obtain credit elsewhers, For the purposes of this paragraph,
the impact of the 1983 Payment-in-Kind Land Diversion program, or any successor Paymeni~in-Kind program
with & similar impact on the small business community, shall be deemed to be a consequence of Federal
Govemment Action; and

{4y To make such disaster loans (either dircctly or in cooperation with banks er other lending
institutions through agreements to participate on an inunedisie or deferred basis) as the Administration may
determine 16 be necessary 1o agsist, or refinance all or part of the existing indebtedness {specifically including
any direct joans under section 7aj of this Act which were made to small businesses affected by currency
{luctuations and exchange freezey), of any small business concern located ip an area of economic dislocation
that is the result of the drastic fluctuation in the vatue of the curvency of a country contiguous to the United
States and adiustments in the regulation of its monetary system if such congern is unable to obtain credis

“elsewhere. The Governor of a State may certify to the Administration (A) that small business concerns within
the State have suffered substantial econonic injury as a result of such economic dislocation, and (B} that such
cencems are in need of financial assistapce which is not available on ressongble 1erms. Such eeonomic
dislocations must be of such magnitade that without the benefat of disaster loans provided hereunder &
significant number of otherwise financially sound small businesses in the impacted regions or business sectors
would either become msoivent or be unable to raturn quickly o their former level of operation, No disaster loan
made hereunder shall exceed $108,000, nor shall the proceeds thereof be used to reduce the exposure of any

{Rev. 9, Change 1}
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(3'?® (A)  Inthis paragraph— ‘ .

other lender, The Administration may permit defcn‘ai of payment of principal and interest for one year on Joans
made hereander.

Prior history of repealed paragraphs (5} and (43

Former §§ 7033} - H{b)¥) ropealed by § 1913(a) of PL 97-35, approved Aug. 13, 1981 {95 Seat. 357). A now
§ 7(b)(3) was added which contamed & “credit elsewhere” test. These amendments were effective Oct. |, 1981,
per § 1918 of PL 97.35. Ser siso § 23(2) of the Small Business Act. The words “continuation of” after *in
effecting” added by § 308 of PL 98-27D, approved April 18, 1984, effective (3ot ], 1983, Words "herstoforn of
hereafter enacted” weore in prior § H{bX5) and were originally added by § 302 of PL 95-89, approved Aug. 4,
1977 (91 Semt, 853}, w resolve the question of retroactivity of prior § 7(6)(5).

Eiemnents of this subsention are derived from previous § 240X S) which was added by § 2 of PL 93233,
approved Jan. 2, 1974 (87 Swt. 1023). Pravious § 7(bXS) consclidared and expanded existing SBA authorivy o
finance small basinesses required 1o make strachural, operational and other changes by Federal lows or Smwe
taws enacted in conformiry therewith, to eomply with environmental, consumer, poliution, and safety standards.
The section consolidated three subsactions of the Small Business Act into 2 singls section: the Coal Mine
Health and Safety Act of 1969 (subsection 7(b)(5} of the Small Business Act), the Ocoupational Safety and
Health Act of 1970 (subsection H(bXS)), and the Egg Product Tnspection Act of 1970 (which also extended
eligibility to small firms affected by the Wholesome Meat Act of 1967 and xhe Wholasome Poultry Products
of 1968 (subsection H(b)6)}. “Credit elsewhere” defined in § 3(h).

The sentence in former § T(b)X3) relating to payment-in-kind beginning "For the purposes of this paragraph . .
was sdded by § 308 of PL 98.270, approved April 18, 1984 (98 Swt. 157) (eﬁ‘ecnvc, as per § 313, on Qet. 1,
1983).

Former subsection F(b)4) added by § 3{}4 of PL 93-270, approved Aprii 18, 1984 (98 Star. 157) (effactive, as
per § 313, on Oct. 1, 1983)

' Wew paragraph 7(b)3) added by § 402(b) of P 106-50, approved Augast 17, 1999 (113 Seat. 2451 That section
fiurther pravides:
{2} ENHANCED PUBLICITY DURING OPERATION ALLIED FORCE —For the duration of Operation
Allied Foree and for 120 days thereafler, the Administration shall enhance s publicity of the availability of
assistance provided pursuant (o the amendments made by this section, including information regarding the
approprise local office @ which affected small businesses may seek such asshiance.

{&) GUIDELINES wwNat later than 30 days 2fer the date of the enacanent of this section, the
Administrator of the Small Batiness Administration shall issue such guidelines a3 the &zimmxswor desermines
to be necessary 10 carry oul this section and the amendments made by this section,

(&)  EFFECTIVE DATES.—

4)] IN GENERAL ~Except as provided in paragraph (2), the amendments roade by this section
shall take effect on the date of the tnactment of this section.

) DISASTER LOANS . ~~The amendments made by subsection (b} shall applv 0 eCONGMm
injury suffered or likely to be suffered as the result of a period of military conflict ocourring or ending on
March 24, 1999, !

{Rev. 9, Change 1)
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& the term “essential ernployee™ means an individual “Essentia
who is eraployed by a small business concern and whose managerial or technical employee.”
expertise is critical to the successful day~to-day operations of that small business concern;

(i) theterm “period of military conflict” has the ;jj‘m"; of
meaning given the term in subsection (n)}(1); and conflict.”

@iy  the term “substantial economic injury” means an ~ “Substantial
economic harm to a business concern that results in the inability of the business ceanomie
concem—- mjury.

{I) to meet its obliéations as they mature;

(I}  to pay its ordinary and necessary operating
expenses; or

(HI} 1o market, produce, or provide 2 product or
service ordinarily marketed, produced, or provided by the business concern.

(BY  The Admiumstration may make such disaster loans {either
directly or in cooperation with banks or other lending institutions through agreements 1o
participate on an immediate or deferred basis) o assist a small business concern that has
suffered or that is likely to suffer substantial economic injury as the result of an essential
employee of such small business concern being ordered to active military duty during a
period of military conflict.

(C} A small business concern described in subparagraph (B)
shall be eligible 1o apply for assistance under this paragraph during the period beginning
on the date on which the essential employee is ordered to active duty and ending on the
date that is 90 days after the date on which such essential empioyce is ézscha:ge& or
released from active duty.

{D}  Any loan or guarantee extended pursuant to this paragraph
shall be made at the same interest rate as economic injury loans under paragraph (2).

{E}  No loan may be made under this paragraph, either direcily
or in cooperation with banks or other lending instiantions through agreements to
participate on an immediate or deferred basis, if the total amount outstanding and
committed 1o the borrower under this subsection would exceed $1,500,000, unless such
applicant constitutes a major source of employment in its surrounding area, as determined
by the Administration, in which case the Administration, in its discretion, may waive the
$1,500,000 limitation.

(F)  For purposes of agsistance under thzs paragraph, no
declaration of a disaster area shall be required.

{Kev. 8, Change 1)
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- {THE FOLLOWING PARAGRAPHS PRECEDING SUBSECTION 7{c}
APPLY TO THE ENTIRE SUBSECTION 7(b).]

No loan under this subsection, Including renewals and extensions thereof,
may be made for a period or periods exceeding thirty years: Provided, That the
Adminisfrator may consent to a suspension in the payment of principal and interest
charges on, and to an extension in the maturity of, the Federal share of any loan under
this subsection for 2 period not to exceed five years, if (A) the borrower under such loan
is a homeowner . or a small business concern, (B) the loan was made to enable (i) such
homeowner 1o repair or replace his home, or {ii) such concemn to repair or replace plant or
equipment which was damaged or destroyed as the result of a disaster meeting the
requirements of clause {A) or (B) of paragraph (2} of this subsection, and (C) the
Administrator determines such action is necessary to avoid severe financial hardghip:
Provided further, That the provisions of paragraph {1) of subsection (¢) of this section
shall not be applicable to any such loan having a maturity in excess of twenty vears,
Notwithstanding the provisions of any other law, the interest rate on the Administration’s
share of any loan made under subsection (b, except as

FHomeowners® defined in § 3(). . )

{Rev. 9, Change 13
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provided in subsection (c),” shall not exceed the average annual interest rate on all
interest-bearing obligations of the United States then forming a part of the public debt as
computed at the end of the fiscal year next preceding the date of the loan and adjusted to the
neargst one~-eighth of 1 per centumn plus ope-quarter of 1 per centum: Provided, however,
That the interest rate for loans made under paragraphs (1) and (2) hereof shall not exceed the
rate of interest which is in effect at the time of the occurrence of the disaster.™ In
agreements to participate in loans on a deferred basis under this subsection, such participation  Disaster loans,
by the Administration shall not be in excess of 90 per centum of the balance of the loan interest rate.
outstanding at the time of disbursement. NMotwithstanding any other provision of law, the
interest rate on the Administration’s share of any loan made pursuant to paragraph (1) of this
subsection to repair or replace a primary residence and/or replace or repair damaged or
destroyed personal property, less the amount of compensation by insurance or otherwise,
with respect to a disaster oceurring on or after July 1, 1976, and prior to October 1, 1978,
shall be: 1 per centum on the amount of such loan not exceeding $10,000, and 3 per centum
on the amount of such loan over $10,000 but not exceeding $40,000, The interest rate on the
Administration's share of the first $250,000 of all other loans made pursuant to paragraph (1)
of this subsection, with respect to a disaster occurring on or after July 1, 1976, and prior to
Cretober 1, 1978, shall be 3 per centum. All repayments of principal on the Administration's
share of any loan made under the above provisions shall first be applied to reduce the
principal sum of such loan which bears interest at the lower rates provided in this paragraph.
The principal amount of any loan made pursuant to paragraph (1) in connection with a
disaster which occurs on or after April 1, 1977, but prior to January 1, 1978, may be increased
by such amount, but not more than $2,000, as the Administration determines 10 be reasonable
" in light of the amount and nature of loss, damage, or

MThe clause "except as provided in subsection (¢3* in this paragraph added by PL 96-38, approved July 25, 1979 (93 Rt
97, 118). Reference is to § He¥5) of this Act.

Bigection 114 of PL 94-305, approved June 4, 1976 (90 Stat. §63), established 2 uniform imterest rate on SBA’s share of all
loans made under § 7(b}. See § 9 of PL 93-24, approved April 20, 1973 (87 Stat. 24} at page 210 of this Handbook which is
superseded insofar us it covers the interest rates on loans under §§ 7(h)(1), (2), and (4} but also provides that ne portion of
any such ioans resulting from disastess occurring on or after April 26, 1973, is subject 1o cancellation, See § 120 of PL
$6-302, approve July 2, 1980 (94 Stat. 833), at page 921 of this Handbook, for amendments o Consolidated Farm and
Rura! Development Act which attempt to harmionize interest rate provisions, {Current (1989) interest rates are in § 7(2)(5)1.
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infury sustained in order to finance the installation of insulation in the property which was . \
lost, damaged, or injured, if the uninsured, damaged portion of the propenty is 10 per centum

or more of the market value of the property at the time of the disaster. Notlaterthan June },  Reportio
1978, the Administration shall prepare and transmiit to the Select Committee on Small Congress.
Business of the Senate, the Committee on Small Business of the House of Representatives,

and the Committees of the Senate and House of Representatives having jurisdiction over

measures relating to energy conservation, a report on its activities under this paragraph,

including therein an evaluation of the effect of such activities on encouraging the installation

of insulation in property which is repaired or replaced after a disaster which is subject to this

paragraph, and its recommendations with respect to the continuation, modification, or

termination of such activities.™

In the administration of the disaster loan program under paragraphs {1}, (2),
and (4) of this subsection, in the case of property loss or damage or injury resulting from a
major disaster as determined by the President or a disaster as determined by the
Administrator which ocours on or after January 1, 1971, and prior to July 1, 1973, the Small
Business Adiinistration, to the extent such loss or damage or injury is not compensated for
by insurance or otherwise ~

(A)  may make any loan for repair, rehabilitation, or replacement of
property damaged or desnvyed without regard to whether the required financial assistance is
otherwise available from private sources, .

(B) may, in the case of the total destruction or substantial property
damage of a home or business concern, refinance any mortgage or other liens outstanding
against the destroyed or damaged property if such property is to be repaired, rehabilitated, or
replaced, except that {1} in the case of a business concem, the amount refinanced shall not
exceed the amount of the physical loss sustained, and (2) in the case of 2 home, the amount of
each monthly payment of principal and interest on the loan afler refinancing under this clause
shall be not less than the amount of each such payment made prior to such refinancing;

{C)  may, in the case of a loan made under clause (A) or a mortgage
or other lien refinanced under clause (B) in connection with the destruction of, or substantial
damage to, property owned and used as & residence by an individual whe by reason of
retirement, disability, or other similar circumstances relies for support on survivor, disability,
or retirement benefits under a pension, insurance, or other program, consent to the suspengion
of the payments of the principal of that loan, mortgage, or lien during the lifetime of that
individual and his spouse for'so long as the Administration detemnnes that making such
payments wotld eensixzutc a substantial hardship;

{D}  shall, nobwithstanding the provisions of any other law and upon

*32The part of this undesignated paragraph beginning with "Notwithstanding any other provision of law" through the end
added by § 405 of PL. 9589, approved Aug. 4, 1977 (91 Siat. 353). Interest rate changes made therein are retroactive
& fined term only, .
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presentation by the applicant of proof of loss or damage or injury and a bona fide estimate of
cost of repair, rehabilitation, or replacement, cancel the principal of any loan made to cover a
loss or damage ot injury resulting from such disaster, except that -

(I}  with respect to a Joan made in connection with a
disaster occurring on or after January 1, 1971, but prior to January 1, 1972, the total amount
so canceled shall not exceed $2,500, and the interest on the balance of the loan shall be ata
rate of 3 per centum per annum; and

{ii} + with respect to a loan made in connection with a
disaster ocowring on or after January 1, 1972, but prior to July 1, 1973, the total amount so
canceled shall not exceed $5,000, and the interest on the balam:e of the loan shall be at a rate
of I per centum per annum. s

With respect 1o any loan referred te in clause (D) which is outstanding on the date of
enactment of this paragraph, the Administrator shall —

(1) make such change in the interest rate on the balance of
such loan as is required under that clause effective as of such date of enactment; and

(i1} i applying the limitation set forth in that clause with
respect to the total amount of such ioan which may be canceled, consider as part of the
amount so canceled any part of such loan which was previously canceled pursuant 1o section
231 of the Disaster Relief Act of 1970,

Whoever wrongfully misapplies the proceeds of a loan obtained under this subsection  pegany,
shail be civilly liable to the Administrator in an amount equal to one-and-one-half times the
original principal amount of the loan.™

(E)** A State grant made on or prior to July 1, 1979, shall not be Duplication of
considered compensation for the purpose of applying the provisions of section 312(a) of the ~ disaster benefits,
Disaster Relief and Emergency Assistance Act to a disaster loan under paragraph {1}, {2), or [42 USCE 3135,
(4) of this subsection.

28ee preceding two footnotes for modification of interest rate and elimination of canceliation benefit.

1 4The matter following the numbered paragraphs of § 7(b) rewritten by § 1(2) of PL. 92-385, approved Aug. 16, 1972 (86
Stat. 5543, Section L(b) of PL 92-385 provides that the paragraph which pravided for 2 civil penalty shall apply only with
respect to foans made on or after Aug, 16, 1972; and § 1(c) provides that any person who (1) suffers any loss or damage as 2
result of a major disaster a5 determined by the President which occurred prior to the date of enactment of this Act; (D) is
eHigible for assistance under the amendment made by subsection (a); and {3} is otherwise eligible for benefits greater than
these provided by the amendment made by subaection (a), may elect to regeive such greater benefis,

#23Section 7(b) amended by § 124 of PL 96382, approved July 2, 1986 (94 Stat. $33} by adding 10 the end thereot new
subparagraph (£}, Section T(b)4) repealed by § 1913 of PL 97-35, approved Aug. 13, 1981 {95 Stat, 357). The reference to
PL 93.288 deleted and reference to Disaster Relief and Emergency Assistance Act substitited by § 109(6(2) of PL 100-707,
approved Nov, 23, 1988 (102 Stat, 4708},
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(¢) (1}  The Administration may further extend the maturity of or renew any 'i‘mn., o
loan made pursuant to this section, or any loan transferred to the Administration pursuantto  extended,
Reorganization Plan Numbered 2 of 1954, or Reorganization Plan Numbered 1 of 1957, for

additional periods not to exceed ten years beyond the period stated therein, if such extension

or renewal will aid in the orderly liquidation of such Jean.

{2)  During any pericd in which principal and interest charges are
suspended on the Federal share of any loan, as provided in subsection (b), the Administrator
shall, upon the request of any person, firm, or corporation having a participation in such loan,
purchase such participation, or assume the obligation of the bortower, for the balance of such -
period, to make principal and interest payments on the non-Federal share of such loan:
Provided, That no such payments shall be made by the Administrator in behalf of any
borrower unless (i) the Administrator determines that such action is necessary in order o
avoid a default, and {ii) the bormower agrees to make payments & the Administration in an
aggregate amount equal to the amowt paid in its behalf by the Administrator, in such manner
and at such times (during or afler the term of the loan) as the Administrator shall determine
having due regard to the purposes sought to be achieved by this paragraph.'
{3y  With respect to a disaster occurring on or afier October 1, 1978, and Z,};fnmf;ﬁf;
prior to the effective date of this Act,'” on the Administration's share of loans made pursuant ¢, g/13/81.

to paragraph (1) of subsection (b) ~

(A} ifthe !oazz proceeds are to repair or replace a primary residence
and/or repair or replace damaged or destroyed personal property, the interest rate shall be 3
percent on the first $55,000 of such loan;

(B)  if the loan proceeds are to repair or replace property damaged =~ Disaster
or destroyed and if the applicant is 2 business concemn which is unable to obtain sufficient i";‘; wmterest
credit elsewhere, the interest rate shall be as determined by the Administration, but not in s
excess of § percent per annum, and™

(C)'™ if the loan proceeds are to repair or replace property damaged
or destroyed and if the applicant is a business concern which is able to obtain sufficient credit

1368sction He)(2) added by § 1{b) of PL 89-59, approved June 30, 1965 (79 Stat. 206).

¥previous date of "October 1, 1982* changed 1o “Octeber |, [983% by § 119(b) of PL 96-302, approved July 2,-1980 (94
Stat. 833). The date "October §, 1583" was then ameaded to read “the effective date of this Act” by § 19148 of PL 97-35,
approved Aug. 13, 1981 (95 Stat. 3573, The "effective date of this Act" is deemed to refer to the effective date of Title XIX
of PL 97-35, the Small Business Budget Reconciliation and Loan Cons::héazmzﬁmpmvmm Actof 1981, ie. Aug. 13,
1981,

138 section 7(cK3) added by FL 96-38, approved July 25, 1975 (93 Smt. 97, 118). "Credit elsewherc” defined in §§ 3(h) end

18(b) of thiz Act.
1388aetion HCHINHC) added by § 11%a) of PL 96-302, approved Juiy 2, 1986 (94 Stat. 833). This amendment shall not a. *
1o any disaster which commenced on or before the effective date of PL 95-302 {i.e. July 2, 1980) per § 119(d) of PL 96.302,
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elsewhere, the interest rate shall not exceed the current average market yield on outstanding
inarketable obligations of the United States with remaining periods to maturity comparable to
the average maturities of such loans and adjusted {0 the nearest one-cighth of 1 percent, and
an additional amount as determined by the Administration, but not to exceed 1 percent;
Provided, That three years afier such loan is fully disbursed and every two years thereafter
for the term of the loan, if the Administration determines that the borrower is able to obtain a
loan from non-Federal sources at reasonable rates and terms for Joans of similar purposes and
periods of tire, the borrower shall, upon request by the Administration, apply for and accept
such a loan in sufficient armount to repay the Administration: Provided further, That 5o loan
under subsection (b)(1) shall be made, ither directly or in cooperation with banks or other
lending institutions through agreements to participate on an immediate or deferred basis, if
the total amount ouistanding and committed to the borrower under such subsection would
exceed $500,000' for each disaster, unless an applicant constitutes a major source of
employment in an area suffering a disaster, in which case the Administration, in its
discretion, may waive the $500,000 limitation.

| (4" Notwithstanding the provisions of any other law, the interest rate on
the Federal share of any loan made under subsection (b) shall be

{A) inthe case of a homeowner unabie 1o secure credit elsewhere,
the rate prescribed by the Admintstration but not more than one-half the rate determined by
the Secretary of the Treasury taking into consideration the current average market yield on
putstanding marketable ohligations of the United States with remaining periods to maturity
comparabie to the average matuarities of such loans plus an additional charge of not to exceed
1 per centum per annum as determined by the Administrator, and adjusted to the nearest
one-eighth of 1 per centum but not to exceed & per cenfum per annum;

{B)  inthe case of a horneowner able to secure credit elsewhere, the -
rate prescribed by the Adnrinistration but not more than the raie deterrnined by the Secretary
of the Treasury taking into consideration the eurrent average market yield on outstanding
marketable obligations of the United States with remaining periods to maturity comparable to
the average manmrities of such loans plus an additional charge of not to excesd 1 per centum
per annum as determined by the Administrator, and adjusted to the nearest one-egighth of |
per centum;

140pyblic Law 10375, approved Aug, 12, 1983 (107 Stat. 740}, provides:
{Njotwithstanding aay sthey provisions of faw, the $500,000 instation on the amoants outstanding and commitied
to 2 borrower provided in paragraph 7(¢ X8} of the Small Business Act shall be inereased 1o $1,580,000 for disasters
commencing on or after April 1, 1993,

White Congress may have intended this o be 2 permanent change, the language appears only in a supplementai
appropriations act and does not amend the Small Business Act

H "New § Fc)d) added by § 1912 of PL 97-35, approved Agg. 13, 1981 (95 Star. 337), provides inserest rates for the § 7()
loans described therein. "Cradit sisewhere” defined in § 3(h).
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(C)  inthe case of a business concem unable to oblain credit
cisewhere, not to exceed 8 per centuen per annum;

(DD}  inthe case of a business concemn able to obtain credit
elsewhere, the rate prescribed by the Administration but not in excess of the rate prevailing in
private market for similar loans and not more than the rate prescribed by the Administration
as the maximum interest rate for deferred participation (guaranteed) loans under section 7(a)
of t};isz Act. Loans under this subparagraph shall be limited to a maximum term of three
years,

(5)'*  Notwithstanding the provisions of any other law, the interest ratz on

the Federal share of any loan made under subsection (bX1) and (b){2) on account of a é:saswr

commencing on or aﬁex Ocetober 1, 1982, shall be ~

{A}  inthe case of a homeowner unable to secure credit elsewhere,
the rate prescribed by the Administration but not more than one-half the rate determined by
the Secretary of the Treasury taking into consideration the current average market vield on
outstanding marketable obligations of the United States with remaining periods to matarity
comparable to the average maturities of such loan pius an additional charge of not to exceed
1 per centum per annum as determined by the Administrator, and adjusted to the nearest
one-eighth of 1 per centurn, but not to exceed 4 per centum per anmmy ‘

(B} inthe case of a homeowner able to secure credit elsewhere, the
rate prescribed by the Administration but not more than the rate determined by the Secretary
of the Treasury taking into consideration the current average market yield on outstanding
marketable obligations of the United States with remaining periods to maturity comparable to
the average maturities of such loans plus an additional charge of not 1o exceed 1 per centum
per annum as determined by the Administrator; and adjusted to the nearest one-eighth of 1
per centum, but not to exceed § per centum per annum,;

(C)  inthe case of a business or other concem, inciuding

H2The following provision was deleted by § 18006(a)(2) of PL §9-272, approved April 7, 1986 (100 Stat. 366):

Agrwuitural
cooperatives

Such loans, subject fo the reductions required by subparagraphs (A) and (B) of paragraph (1}, shall be in amounts
equal to 180 percent of Joss if the gpplicant is a2 homeowner and 85 percent of loss if the applicant is & business or
otherwise. The imerest rates for Joans made under paragraphs (1) and (2), as determined pursuant 1o this paragraph
{43, shall be the rate of interest which is in effect on the date the disaster commenced: Provided, That 5o loan under
paragraphs {1) and {2) shall be made, either directly or in cooperation with banks or other lending institutions

through agreements to participare on an immediate or deferred (guaranteed) basis, if the total amount outstanding
and committed to the borrower under this subsection would excesd $500,000 for each disaster unless an applicant
constitutes a major source of employment i an area suffering 2 dizaster, in which case the Adminigtration, in iis
discretion, may waive the $5006,000 HEmitation,

HINew §8 HoX(3) and T(c¥8) added by § 301 of P.L. 98.270, approved April 18, 1984 {98 Stat. 157) (affective,
313, onQct. 1, 1983),
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agricultural cooperatives,' unable to obtain credit elsewhere, 00t to exceed 4 per centum per
annum;

(D) in the case of a business concern abie to obtain credit
elsewhere, the rate prescribed by the Administration but not in excess of the lowest of (i) the
rate prevailing in the private market for similar loans, (i) the rate prescribed hy the
Administration as the maximum interest rate for deferred participation {guaranteed) loans
under section 7(a) of this Act, or (iii) 8 per centum per annum. Loans under this
subparagraph shall be limited to 2 maximum term of three years.

{6y Notwithstanding the provisions of any other law, such loans, subject to
the reductions required by subparagraphs (A) and (B) of paragraph 7(b)(1), shall be in
amounts equal to 130 per centum of loss, The interest rates for loans made under paragraphs
7{(b)} 1) and {2), as determined pursuant o paragraph (5), shall be the rate of interest which is
in effect on the date of the disaster commenced: Provided, That no loan under paragraphs
7¢b)(1) and (2} shall be made, either directly or 1n cooperation with banks or other lending
institutions through agreements to participate on an immediate or deferred (guaranteed) basis,
if the total amount outstanding and committed to the borrower under subsection 7(b) would
exceed $500,000' for each disaster unless an applicant constitutes a major source of
employment in an area suffering a disaster, in which case the Administration, in its
discretion, may waive the $500,000 limitation.” Employees of concerns sharing a comimon
business prerises'®’ shall be aggregated in determining "major source of employment” status
for nonprofit applicants owning such premises. Provided further, That the Administration,
subject to the reductions required by subparagraphs (A) and (B) of paragraph 7{b)(1), shal]
not reduce the amount of sligibility for any homeowner on account of loss of real estate to
less than $100,000 for esch disaster nor for any homeowner or lessee on account of loss of
personal property to less than $20,000 for each disaster, such sums being in addition to any
eligible refinancing: Provided furtber, That the Administration shall not require collateral
for loans of §10,000 or less which are made under paragraph (1} of subsection ().

1i¢The phrase "business concem™ was replaced by "business or ather concers, including agricultural cooperatives™ by §
120(b) of PL 100-590, approved Nov. 3, 1988 (102 Stat. 2599},

1spublic Law 103-75, approved Aug. 12, 1993 (107 Stat. 740), provides:
[Njotwithstanding any other provisions of law, the $500,006 iimitation on the amounts ouistanding and committed
o a borrower provided in parsgraph Fc)6) of the Small Business Act shall be increased o $1,506,000 for disasters
commencing on or after Aprdl 1, 1993,

While Congress may have intended this to be a permanent change, the language appears only in a supplemental
appropriations act and does not amend the Small Business Act.

*Y¢This language, added at the end of the first proviso, erroneously stated to follow 3t the ead of the second proviso by § 369
of P.1., 98-270, approved April 18, 1984 (98 Siat. 157) (effective, as per § 313, on Oct, 1, 1983}, Original enzciment was §
237 of the Disaster Reliaf Act of 1870, PL 91-606, approved Diec, 31, 1970, Ses page 507 of this Handbook,

WiGrammar as in original.

HEThird proviso in § 7{cK6) added by § 122 of PL 100-590, approved Nov, 3, 1988 {102 Stat. 3000).
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With respect to any loan which is outstanding on the date of enactment of this paragraph and .
which was made on account of a disaster commencing on or afier October 1, 15982, the
Administrator shall make such change in the interest rate on the balance of such loan as is

required herein effective as of the date of enactment.

(7 The Administration shall not withthold disaster assistance pursuant to Nurseries.
this paragraph 1o nurseries who are victims of drought disasters. As used in section 7(b)(2)
_the term "an area affected by a disaster” includes any county, or county contiguous thereto,
determined 1o be a disaster by the President, the Secretary of Agricutture or the Administrator
of the Small Business Administration.

(d)"*° The Administration shall not fund any Small Business Development Center or ;iz?,
ing.

any variation thereof, except as authorized in section 21 of this Act.
(e}  [RESERVED]LY : ‘ ‘
() - [RESERVED}]L™

(2) [Repealed].'
& (D™ *The Administration also is empowered, where other financial

WSSection 7(¢)(7) added by § 120(z) of PL 100-590, approved Nov. 3, 1988 (102 Stat. 2899),

egubsection 7{d) rewritten by § 8 of PL 98-395, Small Business Development Center Improvement Act of 1984, approved
Aug. 21, 1984 (98 Smat. 1366). {Former § 7{d) was originally added by § 602{c} of PL. 85-69%, the Small Busginess
[ovestment Act of 1958, approved Aug. 21, 1958 (72 Stat. 698}, then rewritten by § 9 of PL 87-305, the Smal Business Act
Amendinents of 196], approved Sept. 26, 1961 {75 Stat. 66%), and Iater redesignated § '?(d)(l} by § 3 of PL 95.313, the Small
Business Energy Loan Act, approved July 4, 1978 (92 Stat. 378). Seetion 7)1} was again rewritten by § 203 of P.L.
96-302, approved July 2, 1930 (34 Stat, 833).] Paragraph 7(d)(2} was deleted by § 107{a) of P.1L. 104-208, approved Sept.
30, 1996 {110 Stat. 3009-732), Text of former paragraph WAX2} s reprinted below:

(2} The Adminisiration is authorized to hold seminars throughout the Nation to make potential applcants
aware of the opportunities available under this subsection and related government energy programs, and to make
grants to qualified organizations to provide training seminars for small business concerns regarding practical and
easily implemented methods for design, manufacture, installation, and servicing of equipment and for providing
serviees listed in paragraph (13 of this subscction, except that recipients of loans made pursuant to this subsection
shall not subaeqxzwﬁy be eligible for sm:h grants,

I 8ection 7(e) was repealed by § 107(b) of P.1.. 184208, approved Sept 36,1998 {‘i 10 Stat, 3009-732). For textand
tegislative history of former section, please see carlier edition of this Handbook,

i22Gection 7(0) was repealed by § 16%(c) of P.L. 104-20R, approved Sept, 30, 1996 (] 10 Stat, 300%-732). For text and
legistative history of former § 7(f}, piease see earlier edition of this Handbock.

effective Oct. 1, 1981, per § 1918 of PL 97-33. | originally had been added by § 8(a) of PL 92-504, the Federal Wazer

53Section 7(g) on water pollution control loans repealed by § 1313{c) of PL 97.35, approved Asg. 13, 1981 (95 S, 35‘
Pollution Control Act amendments of 1972, approved Oct. 18, {972 {86 Stat. 16}
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assistance i3 not available on reasonable terms, to make such loans (either directly or in
cooperation with banks or other lending institutions through agreements to participate on an
immediate or deferred basis) as the Administration may determine to be necessary or

appropriate --
{A) to assist any public or private organization --

. ) which is organized under the laws of the United States
or of any State, operated in the interest of handicapped individuals, the net income of which
does not inure in whole or in part 1o the benefit of any shareholder or other individual;

. i)  which complies with any applicable ocoupational health
and safety standard prescribed by the Secretary of Labor; and )

) (iiiy  which, in the production of commodities and in the
provision of services during any fiscal year in which it receives financial assistance under this
subsection, employs handicapped individuals for not less than 75 per centum of the
man-hours required for the production or provision of the commodities or services; or

’ {(B) 0 assist any handicapped individual in establishing, acquiring,
or operating a smatl business concern.

(2)  The Administration’s share of any loan made under this subsection
shall not exceed $350,000, nor may any such loan be made if the total amount outstanding
and committed (by participation or otherwise} to the borrower from the business loan and
mvestment fund established by section 4(c){1)(B) of this Act would exceed $350,000. in
agreements to participate in loans on a deferred basis under this subsection, the
Administration’s participation may total 100 per centum of the balance of the loan at the time
of disbursement. The Admimstration’s share of any loan made under this subsection shall
bear interest at the rate of 3 per centum per annum.™ The maximum term of any such loan,
including extensions and renewals thereof, may not exceed fifteen years. All loans made
under this subsection shall be of such sound value or so secured as reasonably to assure
repayment: Provided, however, That any reasonable doubt shall be resolved in favor of the
applicant. .

33%The authority for making loans contemnplated by this subsection was taasferred 1o § 72 by § 1902(a) of PL 97-35,
approved Aug. 13, 1981 (95 Stat. 357), and now appears as § 7{a)(10). Howsver, the existing § 7(h) inadvertently was not
repealed by PL. 97-35 and therefore continues to exist until further amendment, .

13%This section, added by § 3(b) of PL 92-595, the Small Business Investment Act Amsadments of 1972, approved Oct. 27,
1972 {86 Stat. 1314), was zlse denominated § 7{g}, apparently inadvertently, Redesignated § 7(h) by § 3(z) of PL 93-237,
approved Jan. 2, 1974 (87 Stat. 1523},

15¢Sentence amended by § 3(2) of PL 93-386, approved Aug. 23, 1974 (88 Stat. 742), 1o clarify the rate of interest on SBA's

loans to handicapped persens. Loans made in copjunction with private lenders wili bear a rate of interest set by bomrowers,
but $B8A's share of such foan shal! remain 3 per centum per ansum,.
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{3) For purposes of this subsection, the term “handicapped individual” “Ha' 1
means a person who has a physical, mental, or emotional-impairment, defect, ailment, indiv ‘

disease, or disability of a permanent nature which in any way limits the selection of any type
of employment for which the person would otherwise be qualified or qualifiable.

@' (1) The Administration also is empowered to make, participate (on an
immediate basis) in, or guarantee loans, repayable in not more than fifteen years, to any small
business concern, or 10 any qualified person seeking 10 establish such a concern, when it Limitation.
determines that such loans will further the policies established in section 2(b)™® of this Act,
with particular emphasis on the preservation or establishment of small business concerns
located in urban or rural areas with high proportions of unemployed or low-income
individuals, or owned by low-income individuals: Provided. however, That no such loans
shall be made, participated in, or guaranteed if the total of such Federal assistance to a single
borrower outstanding at any one time would exceed $100,000. The Administration may defer
payments on the principal of such loans for a grace period and use such other methods as it Deferred
deems necessary and appropriate to assure the successful establishment and operation of such ~ Payments.
concern. The Administration may, in its discretion, as 2 condition of such financial
assistance, require that the borrower take steps 10 improve his managensent skills by
participating in a management training program approved by the Administration: Provided, Management
however, That any management {raining program so approved must be of sufficient scope training

and duration 1o provide reasonabie opportunity for the individuals served to develop program.,
entrepreneurial and managerial self-sufficiency. .
(2)  The Administration shall encourage, as far as possible, the z;’;f‘
participation of the private business community in the program of assistance to such participati on
concemns, and shall seek to stimulate new private lending activities to such concemns through
the use of the loan guarantees, participations in loans, and pooling arrangements authorized
by this subsection.
Utrban and raral
(3 Toinsure an equitable distribution between urban and rural areas for e “dsble

loans between $3,500 and $100,000'" made under this subsection the Administration is
authorized 1o use the agencies and agreements and delegations developed under title 111 of the
Econumic Opportunity Act of 1964, as amended, as it shall determine necessary.

(#)  The Administration shall provide for the continuing evaluation of
programs under this subsection, including full information on the location, income
characteristics, and types of businesses and individuals assisted, and on new private lending
activity stimulated, and the results of such evaluation together with recommendations shall be

P he authority for making loans contemplated by this subsection was ransferred to § 7(a) by § 1902{a) of PL 97-35,
approved Aug. 13, 1981 (95 Stat 357), and now appears a5 § 7ta)11). However, the existing §.7(1) (sdded by § 2(a}4) of
PL 93-386, supra,} inadvertenily was not repealed by PL 9735 and therefors continues to exist until further amendment,

¥ Reference is to surrent § 2(¢)(1), not § 2(b}. Renumbered by § 112(a) of PL 94-305, spproved June 4, 1976 {90 Stat.

663). .

159 “£300,000" substituted in Heu of "$50,600 by § 109 of PL 94-305, approved June 4, 1976 (90 St 683},
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included in the report required by section 10{a) of this Act.
. (3)  Loans made pursuant to this subsection (including immediate Loan

participation in and guarantees of such loans) shall have such terms and conditions as the limitations,
Administration shall determine, subject to the following limitations --

(A) there is reasonable assurance of repayment of the loan;

{(B) the financial agsistance is not otherwise available on reasonable
terms from private sources or other Federal, State, or local programs;

{C})  the amount of the loan, together with other funds available, is
aéequatc to assure completion of the project or achievement of the purposes for which the
toan is made;

(D} the loan bears interest at a rate not less than (i) a rate %ﬁ ﬁig §§f§§j
determined by the Secretary of the Treasury, taking into consideration the average market
yield on outstanding Treasury obligations of comparable mamrity, plus (i) such additional
charge, if any, toward covering other costs of the program as the Administration may
determine to be congistent with its purposes: Provided, however, That the rate of interest
charged on loans made in redevelopment areas designated under the Public Works and
Economic Development Act of 1965 (42 1U1.5.C. 3108 et seq.) shall not exceed the rate
currently applicable to new loans made under section 201 of that Act (42 U.B.C. 3141} and

(Fy  fees not in sxcess of amounts necessary to cover administrative
expenses and probable losses may be required on loan guarantees.

{6} The Administration shall take such steps as may be necessary to insure  Urban area

that, in any fiscal year, at least 50 per centum of the amounis loaned or guaranteed pursuant  loan allocation

to this subsection are allotted to small business concerns located in urban areas identified by
the Administiation as having high concentrations of unemployed or low-income individuals
or 1 small business concerns owned by low-income individuals. The Administration shall
define the meaning of low-income as it applies to owners of small business concerns eligible
t0 be assisted under this subsection,

) N financial assistance shall be extended pursuant to this subsection nggfims*

where the Administration determines that the assistance will be used in relocating cestrictions,
establishments from one area to another if such relocation would result i1 an mc:rﬁase in
unemployment in the area of oniginal location.

GY*® (1)  The Administration shall provide financial assistance to public or Technical and
private organizations to pay all or part of the cost of projects designed to provide technical or :;:gﬁz:m

management assistance to individuals or enterprises eligible for assistance under sections

182 Added by § 2(aX4) of PL. 93386, approved Aug, 23, 1574 (88 Stat. 742}, to transfer similar authority from Title IV of the
Economic Opportunity Act of 1964, Substantially rewritten by § 2064 of PL. 95-307, approved Oct. 24, 1978 (92 Stat. 1757).
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7(1), 7(){10), and &(a) of this Act, with special attention to small businesses located in areas
of high concentration of unemployed or low-income individuals, to small businesses eligible
to receive contracis pursuant to section 8(a) of this Act.

{2y  Financial assistance under this subgection may be provided for
projects, including, but not limited to —

{A)  planning and research, including feasibility studies and market
research; ‘ '

{(B) the identification and development of new business
opportunities;

{)  The fumishing of centralized serviges with regard to public
services and Federal Government programs inchuding programs authorized under sections .
(i}, 7(1)(10), and B(a) of this Act;

‘(1)  the establishment and strengthening of business service
agencies, including trade associations and cooperatives; and N

(B)  the furnishing of business counseling, management training,
and legal and other related services, with special emphasts on the development of

management fraining programs using the resources of the business community, including the

development of management training opportunities in existing business, and with emphasis
in all cases upon providing management training of sufficient scope and duration to develop
entrepreneurial and managerial self~sufficiency on the part of the individuals served.

{3) The Administration shall encourage the placement of subcontracts by
businesses with small business concerns located in areas of high concentration of
unemployed or low-income individuals, and with small businesses cligible to receive
contracts pursuant 1o section 8(a) of this Act. The Administration may provide incentives
and assistance to such businesses that will aid in the training and upgrading of potential
subcontractors or other small business concerns eligible for assistance under sections 7(i),
7(1), and 8(a) of this Act.

(A)  [Repealed].™

.\

1
. J

Subsentract
placement wit
businesses
ocated in
geriain areas,

11Geetion THIH3HAY repealed by § 505(h) of PL 100-656, approved Nov. 15, {988 (102 Stat. 3887). The repealed paragraph

reads:

Ax advisory commitiee composed of five high-leve! officers from five United States businesses and five

representatives of minority srall businesses shall be created to facilitate the achievement of the purpases of this
paragraph. The members of the advisory committes shall be appointed by the President  The Chairman of the
advisory committes, who shail be designated by the President shall repuort snnually to the President and fo the .

Congress on the activities of the advisory committee.
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(B)  {Repealed].™

{8y  The Administration shall give preference to projects which promote
the ownership, participation in ownership, or management of small businesses owned by
law-income individuals and small businesses eligible to receive contracts pursuant to section

8(a) of this Act,

{(5) . The financial assistance authorized for projects under this subsection  Grants and
includes assistance advanced by grant, agreement, or contract. contracts.

(6)  The Administration is suthorized to make payments under grants and
contracts entered into under this subsection in lump sum or instaliments, and in advance or
by way of reimbursement, and in the case of grants, with necessary adjustments on account
of overpaymentis or underpayments,

{73  To the extent feasible, services under thix subsection shall be provided
in a location which is easily accessible to the individuals and small business concerns served.,

(8)  [Repealed].’

{®)  The Administration shal! take such steps as may be necessary and
appropriate, in coordination and cooperation with the heads of other Federal departments and
agencies, to insure that contracts, subcontracts, and deposits made by the Federal
Government or with programs aided with Federal funds are placed in such way as to further
the purpoeses of sections 7(3), 7(), and &(a) of this Act.

. X i ' . . , Small business
{18)  There is established within the Administration a small business and and capital

capital ownership development program (hereinafier referved to as the "Program”) which gwnership
shali provide assistance exclusively for small business concemns eligible to receive contracts ~ development
pursuant to section 8(a) of this Act. The program, and all other services and activities program.

323ection 7(jHIKB ) repealed by § 242(1) of P.L. 101-574, approved Nov. 15, 1990 (104 St 2827), Text of repealed
paragraph. '

The General Accounting Office shall evaluate the activities taken by the Administration o achieve the purpose of
this paragraph and evaluate the success of these activities in achieving the purposes of this paragraph. The General
Accounting Office shall report 10 the Congress by January i, 1981, and at any time thereafter at the discretion of the
Comptrolier General, on the fndings of this evaluation and shall make recommendations on actions needed to
imprave the Administration’s performance pirsuant to this paragraph. e

1635ection HjXH) repealed by § 242(2) of P.L. 101-574, approved Nov. 15, 1990 (104 Stat. 2827). Text of repealed
paragraph:

The General Accounting Ofice shall provide for sn independent and continuing evaluation of programs under
sections (i}, 7{j) and 8{a} of this Act, including full information of, and analysis of, the character and impact of
managerial assistance provided, the location, income characteristics, and extent to which private resources and skills
have been involved i these programs. Buch evaluation together with any recommendations deemed advisable by
ke Conptrolier Genersi shall be reporied to the Congress by January 1, 1981, and at any time thereafier at the
discretion of the Comptroller General,
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authorized under section 7{j) and 8(a) of this Act, shall be managed by the Associate
Administrator for Minority Sraall Business and Capital Ownership Development wider the
supervision of, and responsible to, the Administrator.’*

{A} The program shaii -

. {iy**® assist small business concems participating in the
Program (either through public or private organizations) to develop and maintain
comprehensive business plans which set forth the Program Participant's specific business
targets, objectives, and goals developed and maintained in conformity with subparagraph (D).

(i)  provide for such other nonfinancial services as deemed
necessary for the establishment, preservation, and growth of small business concerns
participating in the Program, including but not limited to (I} loan packaging, (I} financial
counseling, (111} accounting and bookkeeping assistance, (W) marketing assistance, and (V )
management assistance;

(iif}  assist small business concemns participating in the
Program to obiain equity and debt inancing;

(iv)  establish regular performance monitoring and reporting
systems for small business concerns participating in the Program to assure compizam:e with
their business plans;

(v}  analyze and report the causes of success and failure of
small business concerns participating in Program; and

{(vi}  provide assistance necessary to help smal! business
concerns participating in the Program to procure surety bonds, with such assistance
including, but not limited to (1) the preparation of application forms required to receive a
surety bond, (I1) special management and technical assistance designed to meet the specific
needs of small business concerns participating in the Program and which have received or are
applying o receive a surety bond, and (111} preparation of all forrns necessary to receive a
surety bond guarantee from the Administration pursuant o title IV, part B of the Small
Business Investment Act of 1958,

(B}  Small business concerns eligible 1o receive contracts pu.rsuzmt
to section B(a) of this Act shall participate in the Program. :

(C)*¢¢ (i) A small business concern participating in any program  Time
Hmitations.

841 ast sentence rewritten by § 104 of PL 96-48), approved Oct. 21, 1986 {84 St 2321

VeSSubsection 7({ LOMAX rewriten by § 205{s) of PL 100-656, approved Nov. 15, 1988 (112 Stat. 3859), effective Ju
1938, per § 208(hY1KA) of PL 1U0-856,

Wt Priar subsection TGN I0MC) dedeted by section 205{a)(1) of PL 100,656, approved Nov. 15, 1988 (102 Stat. 3859).
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or activity conducted under the authority of this paragraph or eligible for the award of
contracts pursuant to section 8(a) on September 1, 1988, shall be permitted continued
participation ang ¢ligibility in such program or activity for a period of time which is the
greater of— -

(I} 9 vyears less the number of years since the award
of its first contract pursuent to section 8{a); or

(I}  its original fixed program participation term
{plus any extension thercof) assigned prior to the effective date of this paragraph plus
eighteen months.

Gi)  Nothing contained in this subparagraph shall be deemed
to prevent the Administration from instituting a termination or graduation pursuant to
subparagraph (F) or (H) for issues unrelated tv the expiration of any time period limitation.

{DPY (1)  Promptly after certification under paragraph (11} a Business
Program Participant shall submit a business plan (hereinafter referred 1o as the "plan”™) a3 plans.
described in clause (it) of this subparagraph for review by the Business Opportunity
Specialist’*® assigned to assist such Program Participant. The plan may be a revision of a
preliminary business plan submitted by the Program Participant or required by the
Administration as a part of the application for certification under this section and shall be
designed to result in the Program Participant eliminating the conditions ¢r circumstances
upon which the Administration determined eligibility pursuant to section 8{a)(6). Such plan,
and subsequent modifications submitted under clause (111} of this subparagraph, shall be
approved by the business opporfurity specialist prior to the Program Participant being
eligible for award of a contract pursuant to section 8{(a).

(i)  The plans submitted under this subparagraph shall
include the following:

Section 7()10XD} added by § 203 of PL 100-656, effective June 1, 1989, per § 803 thereof and redesignated as 7(H{10XC)
by § 203(0X2) of PL 100-636, Deleted subsection 7{HI0KC), 22 amengded by § 107 of P1, $6-4281, approved (gt 21, 1980
{54 Stat. 2321), provided:

Ne small business concern shall receive a contract pursuant to section 8¢} of this Act unless-

- ) the business plan required pursaant to section 7 I0XANI) is approved by the Administration;
and . . .. .

{if} the program is sble to provide such concern with, but not limited to, such management, technical
and financisi services as may be necessary to achieve the targets, objectives, and goals of such business.

YSTNew paragraph 7()(103D3 added by § 205(b) of PL. 100-655, approved Nov. 15, 1988 (102 Stat. 3859}, effective June 1,
1989, per § 208 of PL. 100-656.

**Business Opporhunity Specialist capitalized as per § 5(bX1) of PL 10137, approved Junc 15, 1989 (103 Stat. 71jand
defined in § 3 of the swue law, see p. (043 of this Handbook,
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{ An analysis of market potential, competitive
environment, and other business analyses estimating the Program Participant's prospects for
profitable operations during the term of program participation and after graduation.

. (I}  An analysis of the Program Participant's
strengths and weaknesses with particular attention to correcting any financial, managenial,
technical, or personnel conditions which are likely 1o impede the small business concemn from
receiving contracts other than those awarded under section 8(a}.

(Il  Specific targets, objectives, and goals, for the
business development of the Program Participant during the next and succesding years
utilizing the results of the analyses conducted pursuant to subclauses (1) and (1)

{IV} A wansition management plan outlining specific
steps to assure profitable business operations after graduation (to be incorporated into the
Program Participant's plan during the first vear of the transitional stage of Program
participation,

(V)  Estimates of contract awards pursuant to section
8(a} and from other sources, which the Program Participant will require to meet the specific
targeis, objectives, and goals for the years covered by its plan. The estimates established
shall be consistent with the provisions of subparagraph {I)**® and section 8(a),

{iti)  Each Program Participant shall annually review its
currently approved plan with its Business Opportunity Specialist and modify such plan as
may be appropriate. Any medified plan shall be submitted 0 the Administration for
approval. The currently approved plan shall be considered valid untit such time as a
modified plan is approved by the Business Opportunity Specialist. Annual reviews
pertaining to years in the transitional stage of program participation shall require, as
appropriate, a written verification that such Program Participant has complied with the
requirements of subparagraph (1) relating to attaining business activity from sources other
that contracts awarded pursuant to section 8(a). ’

(iv)  Each Program Participant shall annually forecast its
needs for contract awards under section 8(a) for the next program year and the succeeding
program year during the review of its business plan, conducted pursuant to clause (iti). Such
forecast shall be known as the section 8(a) contract support level and shall be included in the
Program Participant's business plan. Such forecast shall include--

(I} the aggregate dollar valuz of contract support to
be sought on a noncompetitive basis under section 8(a}, reflecting compliance with the

%R eference is 1o § TECI10XI) In subpar (i), phrase begimning "relating” added by subsection SbX(3) of Pl 101-17,

approved June 1§, 1985 (103 St A1}
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requirements of subparagraph (I)'7° relating to attaining business activity from sources other
than contracts awarded pursuant to section 8(a),

(11} the types of contract opportunities being scught
identified by Standard Industrial Classﬁcaﬁm {SIC) Code or otherwise,

(III) an estimate of the dollar value of contract
support to be sought on a competitive basis, and

(V) such other information as may be requested by
the Business Opportunity Specialist to provide effective business development assistance to
the Program Participant. -

(E)'"* A small business concern participating in the program
conducted under the authority of this paragraph and eligible for the award of contracts
pursuant to section 8(a) shall be denied all such assistance if such concem--

(i) voluntarily elects not to continue participation;

{i)*"? completes the period of Program participation as
prescribed by paragraph (15);

(i) s terminated pursuant to a termination proceeding
conducted in accordance with section 3(a)}9); or

(iv)  is graduated pursuant to 2 graduation proceeding
conducted in accordance with section 8(a)(8).

(FY*"3 For purposes of this section and section 8(a), the term “Terminated.”
"terminated” and the term "termination” means the fotal denjal or suspension of assistance “Termination.”
under this paragraph or uner section 8(a) prior to the graduation of the participating small
business concern or prior to the expiration of the maximum program pamcapamm ferm. An
action for termination shall be based upon good cause, including—-

(i) the failure by such concern to maintain its eligibility for

Uophwase beginning “relating” added by subsection 3(b)5) of FL 101-37, supra

Vigubsections HjX10E) through (H) added by § 208 of PL 1%656 approved Nov. 15, 1988 {wz Stat 38623, effective
June 1, 1989, per § 803 of PL 100-636.

Uzgabsection 710X E)T) changed from “participates in the Program for a peried in excess of the time limits prescribed by
paragraph {157 to current language by subssction #a){1) of PL 18137, approved June 15, 1989 {103 Stat, 72).

“T3First sentegce of subsection 7( 3 10)(F) rewriften by subsection 7{a¥3} of PL 101-37, approved June 15, 1989 (103 Stat.
72}
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Program participation; - : .

(iiy  the failure of the concem to engage in business
practices that will promote its competitiveness within a reasonable period of time as
evidenced by, among other indicators, a pattern of wrjustified delinquent performance or
terminations for default with respect to contracts awarded under the authority of section 8(a);

(iii) ademonsirated pattern of failing to make required
subrmissions or responses to the Administration in g timely manner;

{ivy the willful viclation of any rule or raguiatwn of thc
Administration pertaining to material 1ssues;

(v}  the debarment of the concern or its disadvantaged
owners by any agency pursuant to subpart 9.4 of title 48, Code of Federul Regulations {or any
successor reguiation); or

. (vi)  the conviction of the disadvantaged owner or an officer
of the concern for any offense indicating a lack of business integrity including any conviction
for embezzlement, theft, forgery, bribery, falsification or violation of section 16. For
purposes of this clause, no termination action shall be taken with respect to a disadvantaged
owner solely becanse of the conviction of an officer of the concern {who is other than a
disadvantaged owner) unless such owner conspired with, abetted, or otherwise knowingly .
acquiesced in the activity or omission that was the basis of such officer’s conviction.

{G)  The Director of the Division may initiate a termination Termination
proceeding by recommending such action to the Associate Administrator for Minority Small  proceeding.
Business and Capital Ownership Development. Whenever the Associate Administrator, or a
designee of such officer, determines such ermination 1s appropriate, within 15 days after
making such a determination the Program Participant shali be provided a written notice of
intent to terminate, specifying the reasons for such action. WNo Program Participant shall be
terminated from the Program pursuant to subparagraph (F) without first being afforded an
opportimity for a hearing in accordance with section 8(a)(9).

{H)  For the purposes of sections 7(3) and 8(a) the term "graduated” “Graduated.”
or "graduation” means that the Program Participant is recognized as successfully completing “Graduation,”
the program by substantially achieving the targets, objectives, and goals contained in the
concern's business plan thereby demonstrating its ability to compete in the marketplace - - -
without assistance under this section or section 8(a).

MY (i)  During the developmental stage of its participation in
the Program, a Program Participant shall take all reasonable efforts within its control 1o atiain

M Gubsection ’?(j)(lﬂ)(i) added by § 303(a) of PL 100-636, approved Nov, 15, 1988 (102 Stat. 3868), effective June 1, 19
per § 803(M(1){(B) thereof. This change failed to include the section designation (1), which was added by § 10(h of PL
101-37, approved June 15, 1989 (103 Stat. 73).
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the targets contained in its business plan for contracts awarded other than pursuant to section .
: 8(a} (hereinafier referred to as "business activity targets,"). Such efforts shall be made a part f;?“f"ss
of the business plan and shall be sufficient in scope and duration o satisfy the Administration m;:?

that the Program Participant will engage [sic] a reasonable marketing strategy that will
maximize its potential to achieve its business activity targets.

(iiy  During the transitional stage of the Program a Program
Participant shall be subject to regulations regarding business activity targets that are
promulgated by the Administration pursuant to clause (i),

{11}  The regulations referred to in clause (i1) shall:

I establish business activity targets applicable to
Program Participants during the fifth year and each succeeding vear of Program Participation;
such targets, for such period of time, shall reflect a reasonably consistent increase in contracts
awarded other than pursuant to section 8(s), expressed as g percentage of total sales; when
promulgating business activity targets the Administration may establish modified targets for
Program Participants that have participated in the Program for a period of longer than four
years on the effective date of this subparagraph;*7® ‘

(Ify  require a Program Participant to atiain iis

. business activity targets;

(Iffy provide that, before the receipt of any contract
to be awarded pursuant to section 8(a), the Program Participant (if it is m the transitiona]
stage) must certify that it has complied with the regulations promulgated pursuant to
subclause (11), or that it is in compliance with such remedial measures as may have been
ordered pursuant to regulations issued under subclause (V);

(IV)  require the Administration to review each
Program Participant’s performance regarding attainment of business activity targets during
periodic reviews of such Participant's business plan; and

(V)  authorize the Administration to take appropriate
remedial measures with respect 1o a Program Participant that has failed to aftain a reguired
business activity target for the purpose of reducing such Participant’s dependence on
contracts awarded pursuant to section &(a); such remedial actions may include, but are not
Hmited to assisting the Program Participant to expand the dollar volume of its competitive
business activity or limiting the dollar volume of contracts awarded to the Program
Participant pursuant to section 8(a); except for actions that would constitute a termination,
remedial measures taken pursuant to this subclause shall not be reviewable pursuant to
section 8(a)(9).

. Y5lune 1, 1989, per § 803 of PL. 100-656, approvad Nov. 15, 1988 {102 Stat, 3899).

a
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. (H¥® (i)  The Administration shall conduct an evaluation of a C"g :
Program Participant's eligibility for continued participation in the Program whenever it eligiilty.
receives specific and credible information alleging that such Program Participant no longer

meets the requirements for Program eligibility, Upon making a finding that a Program

Participant is no longer eligible, the Administration shall initiate a termination proceeding in

accordance with subparagraph (F). A Program Participant's eligibility for award of any

contract under the authornity of section 8(a) may be suspended®’” pursuant to subpart 9.4 of

title 48, Code of Federal Regulations (or any successor regulation).

)y @O Except as authorized by subclause (113 or (311},
1o awanrd shall be made pursuant to section 8(a) to other than a small business concern.

(I1)*"® In determining the size of a small business
coneern awned by a socially and sconomically disadvantaged Indian wibe (or a wholly -
owned business entity of such tribe), each finn's size shall be independently determined
without regard to its affiliation with the tribe, any entity of the imibal government, or any
other business enterprise owned by the tribe, unless the Administrator determines that one or
more such tribally owned business concerns have obtained, or are likely 1o obtain, a
substantial unfair competitive advantage within an industry category.

(I Any joint venture established under the
authority of section 602(b) of Public Law 100-656, the "Business Opportunity Development . |
Reform Act of 1588", shall be eligible for award of a contract pursuant to section 8$(a).

(11) (A} The Associate Administrator for Minority Small Business and ~ Eligibility of
Capital Qwnership Development shall be responsible for coordinating and formulating participants.
policies relating to Federal Assistance to small business concerns eligible for assistance under
section 7(1) of this Act and small business concemns eligible to receive contracts pursuant o
section 8(a) of this Act.

By (i)  Exceptasprovided in clause (iii), no individual who

P eRubsection TN 10X} added by § 206 of PL 100-656, approved Nov, 15, 1988 (102 Stat. 336)),
**'Phrgse “or ferminated” deleted by § 6(a) of PL 101.37, approved June 15, 1989 {103 Stat. 5.
T35ubsections 7()(10)((I) and (111) added by § 204{a) of P.L. 101-574, approved Nov. 15,1990

19%ubsections T(5(11)(B) through (H) added by § 201{a) of PL. 180656, approved Nov. 15, 1588 {102 S, 3856), effective
June 1, 1989, per § $03(E)(1}A) thereof. Subsection ()1 1XB) rewritten by § 41} of PL 101-37, approved June 15, 1989
(103 Stat, 70} and effective June 1, 1989, per § 37 of PL 101-37. The text of prior subsection 7)1 1XB) reprinted below:

Except as provided in section 602{d} of the Business Opportunity Development Reform Act of 1988, any individual
wpon whom eligibility is based pursuant to section 8(a)(4), shall be permitted to assest such eligibility for only

seeal] business concemn. Notwithstanding the provisions of the preceding sentence, no individusi who was r
determined pursuant to section 8(a) to be socially and economicaily disadvantaged before the effective date of
subparagraph shall be permittect to assert such disadvantage with respect 1o any other concern making apphication
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was determined pursuant to section 8(a} to be socially and economically disadvantaged
before the effective date of this subparagraph shall be permitted to assert such disadvantage
with respect to any other concern making application for certification after such effective
date.

(i1  Except as provided in clause (iii), any individual upon
whom eligibility is based pursuant 1o section §(a)(4) shall be permitred to assert such
eligibility for only one small business concern.

{ii) A socially and economically disadvantaged Indian tribe
may own more than one small business concemn eligible for assistance pursuant to section
7()(10) and section 8{a) if~

. () < the Indian tribe does not own another firm in the
same industry which has been determined 1o be eligible to receive contracts under this

program, and

. (I} the individuals responsible for the management
and daily operations of the concern do not manage more than two Program Participants,

{(C) N concern, previously eligible for the award of contracts
pursuant to section 8(a), shall be subsequently recertified for program participation if its prior
participation in the program was concluded for any of the reasons described in paragraph

(10XE).

(D} A concern eligible for the award of contracts pursuant fo this
subsection shall remain eligible for such contracts if there is a transfer of ownership and
control (as defined pursuant 1o section 8(a)43) to individuals who are determined to be
socially and economically disadvantaged pursuant to section 8(z). In the event of such a
transfer, the concern, if not terminated or graduated, shall be ¢ligible for a period of
continued participation in the program not to exceed the time lirmtations prescribed in

paragraph (15).

(E)  There is established a Division of Program Certification and ~ pro o '

Eligibility (hereinafier referred fo in this paragraph as the "Division”) that shall be made part  Cortification
of the Office of Minority Small Business*® and Capital Ownership Development. The and Eligibility,
Division shall be headed by a Director who shall report directly to the Associate :
Administrator for Minority Small Business and Capital Ownership Developrent. The
Division shall establish field offices within such regional offices of the Administration as
may be necessary to perform efficiently its functions and responsibilities.

Functions.

for certfication after such effective date,

189The phrase “Office of Misority Small Business™ substituted for "Office of the Associate Administrator for Minority Small

Business” by § 4(2} of PL 101-37, spproved June 15, 1989, Section 4{3) of PL 101-37 substituted “the Agsociate

Administrator for Minority Smal! Business and Capital Ownership Development” for "such Associate Administrator.”
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{F}  Subject to the provisions of section 8(a)(9), the ﬁmcnons and \

responsibility of the Division are to— :

1) receive, review and evaluate applications for
cmﬁcaaon pursuant to paragraphs (4), (5), (6) and {7) of section 3(a);

(i)  advise each program applicant within 15 days after the
receipt of an application as to whether such application is complete and suitable for
evaluation and, if not, what matters must be rectified;

(iii}  render recommendations on such applications 1o the
Associate Administrator for Minority Small Business and Capital Ownership Development;

(iv)  review and evaluate financial staterents and other
submissions from concerns participating in the program established by paragraph (10) to
ascertain continued eligibility 1o receive subcontracts pursuant to section 8(a);

(v)  make arequest for the initiation of termination or
graduanon proceedings, as appropriate, 108! the Associate Administrator for Minority Small
Business and Capital Ownership Development;

(vx)m make recomsendations to the Associate Adxmmstmtor
for Mmemy Smail Business and Capital Ownership Development concerning protests from
applicants that have been dended program admission;

+ (vi)*P decide protests regarding the status of a concern as a g
disadvantaged concern for purposes of any program or activity conducted under the authority
of subsection {d)} of section &, or any other provision of Federal law that references such
subsection for a definition of program eligibility; and

g substituted for “with” by § 4(4) of PL 101-37, infia.

328ubsection 7()(1 1 FYvi) rewritten by § 4(5) of PL 101.37, supra. Text of former subsection 7K1 1 ¥Fivi) reads
decide protests from applicants that have been denied program admission.”

1835ection 221 of PL. ¥Q2~366; approved Sept. 4, 1992 {105 Stut. $99). provides:
{a} A decision issued pursnant to section 7G5 FYF){vii) of the Small Business Act shall~

N be made available to the protestor, the protested party, the contracting officer (if not the protestor),
and all other parties 1o the proceeding, and published in full text; and

5 include findings of fact and conclusions of s, with sperific reasons supparting such findings or
conclusions, upon each material issue of fact and law of decisionat significance regarding the disposition of the
protest.

()] A decision fssued under section 71 EEFHvin) of the Small Business Act that I isted prior io :l;z{s
enactment of this Act shall not have value as precedent in deciding any subsequent protest until such time as th :
dacision is published i full text .
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(viii) implement such policy directives as may be issued by
the Associate Administrator for Minority Sma!l Business and Capital Ownership
Development pursuant to subparagraph (I) regarding, amoeng other things, the geographic
distribution of concerns to be admitted to the program and the industrial make-up of such
concerns. .

{G)  An applicant shall not be denied admission into the program
established by paragraph (10) due selely 1o a determination by the Division that specific
contract epportunities are unavailable to assist in the development of such concern unless.-

{1 the Government has not previously procured and is
an}zkeiy 1o procure the types of products or services offered by the concern; or

(i)  the purchases of such products or services by the
Federal Government will not be in quantities sufficient to support the developmental needs of
the applicant and other Program Participants providing the same or similar items or services.

(H)'*% Not later than 90 days after receipt of a completed application.  APPlication
for Program certification, the Associate Administrator for Minority Small Business and revie.
Capital Ownership Development shall certify a small business concern as a Program
Pasticipant or shall deny such application.

() Thirty days before the conclusion of each fiscal year, the
Director of the Division shall review all concerns that have been admitted into the Program
during the preceding 12-month period. The review shall ascertain the number of entrants,
their geographic distribution and industrial classification. The Director shall also estimate
the expected growth of the Program during the next fiscal year and the number of additional
Business Opportunity Specialists, if any, that will be needed to meet the anticipated demand
for.the Program: The findings and conclusions of the Director shall be reported to the :
Associate Administrator for Minority Small Business and Capital Ownership Development
by September 30 of each year. Based on such report and such additional data as may be
relevant, the Associate Administrator shall, by Qctober 31 of each year, issue policy and
program directives applicable to such fiscal year that..

(1) establish priorities for the solicitation of program
applications from underrepresented regions and industry categonies;

(i1)  assign staffing levels and allocate other program
TeSOUICes as necessary to meet program needs; and

(iit)  establish priorities in the processing and admission of

Yeegubssction 7)1 [H) renurnbered as HGX11XT) and new subseetion 7)1 1XH) added by section 4(9) of PL 101-37,
supra,
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new Program Participants as may be necessary to schieve an equitable geographic . |
distribution of concerns and a distribution of concerns across all industry categories in

proportions needed to increase significantly contract awards to small business concerns

owned and controlled by socially and economically disadvantaged individuals. When

considering such increase the Administration shail give due consideration to those industrial

categories where Federal purchases have been substantial but where the participation rate of

such concerns has been limited.

(12)'*3(A)  The Administration shall segment the Capital Ownership
Development Program into two stages: a developmental**® stage; and a transitional stage. Program

stages,

{B) The developmental stage of program participation shall be E::;:bpmma
designed to assist the concern in its effort to overcome its economic disadvantage by '
providing such assistance as may be necessary and appropriate to access its markets and to
strengthen its financial and managerial skills.

{C)  The transitional stage of program participation shall be ;’;};m
designed to overcome, insofar as practicable, the remaining elements of economic ‘
disadvantage and to prepare such concern for graduation from the program.

(13)**? A Program Participant, if otherwise eligible, shall be qualified to = Assistance
receive the following assistance during the stages of program participation specified in avail
paragrapii 12: ;

{A}  Contract support pursuant to section 8(a). -
{B) ?inanciai assistance pursuant 10 section 7(a)(20).

{C) A maximum of two exemptions from the requirements of
section 1(a) of the Act entitled "An Act providing conditions for the purchase of supplies and
the making of contracts by the United States, and for other purposes”, approved June 30,
1936 {49 Stat, 2036), which exemptions shall apply only to contracts awarded pursuant o
section 8(a) and shall only be used to allow for contingent agreements by a small business
concem to acquire the machinery, equipment, facilities, or labor needed to perform such
contracts. No exemption shali be made pursuant fo this subparagraph if the contract to which
it pertains has an anticipated value in excess of 10,000,000, This subparagraph shall cease
to be effective on October 1, 1992,

1€3gubsection 7312} added by § 301(a) of PL 100-656, supra.

1540 subsection 71 2XA), "developmental" substituted for “development" by § 8(a)}(1) of PL 10137, approved June 13,
1989 (103 Stat. 723, In subsection 7GX12)B), "in its effort” added by § 8(ak2) of PL 101-37, supra.

Zubsection H(H13) added by § 301(b) of PL. 100-656, approved Nov. 15, 1988 (IﬁE Stat. 38633, effective October ¢, .
1989, per § 803(L)(3XD) thereof. H
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{D} A maximum of five exemptions from the requirements of the Miller Act
. Act entitled “An Act requiring contracts for the construction, alteration and repair of any exemptions.

public building or public work of the United States 1o be accompanied by a performance
bond protecting the United States and by an additional bond for the protection of persons
furnishing material and labor for the construction, alteration, or repair of said public
buildings or public works”, approved August 24, 1935 (49 Stat. 793), which axemptions shall
apply only to contracts awarded pursuant 1o section 8(a), except that, such exemptions may
be granted under this subparagraph only if~

®H the Administration finds that such concern is unable to
obtain the requisite bond or bonds from a surety and that no surety is willing to issue a bond
subject to the guarantee provision of titie IV of the Small Business Investment Act of 1958
(15 US.C. 652 et seq);

{ii} the Administration and the agency providing the
contracting opportunity have provided for the protection of persons fumnishing materials or
labor to the Program Participant by arranging for the direct disbursement of funds due to such
persons by the procuring agency or through any bank the deposits of which are insured by the
Federal Deposit lnsurance Corporation; and

(itiy  the contract to wiich it pertains does not exceed
$3,000,000 in amount. This subparagraph shall ccase to be effective on October 1, 19945

. (E}  Financial assistance whereby the Administration may purchase Training
in whole or in part, and on behatf of such concerns, skills training ot upgrading for sistance,
employees or potential employees of such concerns.**? Such assistance may be made
without regard to section 18(a). Assistance may be made by direct payment to the training
provider or by reimbursing the Program Participant or the Participant's employee, if such
reimbursement is found to be reasonable and appropriate, For purposes of this subparagraph
the term training provider” shall mean an institution of higher education, a community or
vocational college, or an institution eligible to provide skills training or upgrading under the
“Job Training Partnership Act (2% U.S.C. 1501 et s2q.). The Admunistration shall, in
consultation with the Secretary of Laber, promulgate rules and regulations to impleraent this
subparagraph that establish acceptable training and upgrading performance standards and
provide for such monitoring or audil reqquirements as may be necessary to ensure the integrity
of the training effort, No financial assistance shall be granted under the subparagraph unless
the Administrator determines that--

‘3 Exniration date changed from Octy 1, 1952, 0 Gt 1, 1994, by § 206 of P.L. 101-574, approved Nov, 15, 1990 {104 Stat.
28203,

Y9%econd sentence of subsection 2 I 3XE) replaced by current second and third sentences by § 8(b) of PL 101-37,
spproved June 15, 1989 (103 Stat. 72}, Prior text read:

Such financial agsistance may be made without regard o section 1842}, shall be made by way of reimbursement to

the training provider, and shall have such sdjustments as may be necessary to provide for everpayments or
underpayments.
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(i)  such concern has documented that it has first explored . '
the use of existing cost-free or cost-subsidized training programs offered by public and
private sector agencies working with programs of employment and training and economic
development;

(i)  no more than five employees or potential employees of
such concern are recipients of any benefits under this subparagraph at any one time;

(i)  no more than $2,500 shall be made available for any
one employee or potential employese; :

(iv)  the length of training or upgrading {inanced by thig
subparagraph shall be no less than one month ner more than six months;

{v}  such concern has given adequate assurance it will
employ the trainee or upgraded employee for at least six months afler the training or
upgrading financed by this subparagraph has been completed and each trainee or upgraded
employee has provided a similar assurance (0 remain within the employ of such concern for
such peried; if such concem, trainee, or upgraded erployee breaches this agreement, the
Administration shall be entitled to and shall make diligent efforts to obtain from the violating
party the repayment of all funds expended on behalf of the violating party, such repayment :
shall be made to the Administration together with such interest and costs of collection as may . |
be reasonable; the violating party shall be barred from receiving any further assistance under

this subparagraph;

(vi) the training to be financed may take place either at such
concern's facilities or at those of the training provider; and

{(vil)) such concern will maintain such records as the

Administration deems appropriate to ensure that the provisions of this paragraph and any
other applicable law have not been violated.

(F}  The transfer of technology or surplus property owned by the @Zﬁ?ﬁ; or
United States to such a concern. Activities designed to effect such transfer shall be surphis
developed in cooperation with the heads of Federal agencies and shall inchixde the transfer by property,
grant, license, or sale of such technology or property 1o such a concemn. Such property may
be transferred to Program Participants on a priority basis. Technology or property transferrad
under this subparagraph shall be used by the concern during the normal conduct of its
business operation and shall not be sold or transferred to any other party (other than the
Government) during such concem’s term of participation in the Program and for one year
thereafter,

(G}  Training assistance whereby the Administration shall conduct

fraining sessions to assist individuals and enterprises eligible 1o receive contracts under . .
section 8(a) in the development of business principles and strategies to enhance their ability
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to successfuily compete for contracts in the marketplace.

Joimt

(H) Joint ventures, leader-follow arrangements, and feaming v ]

agreements between the Program Participant and other Programs Participants and other
business concerns with respect to contracting opportunities for the research, development,
full-scale engineering or production of major systems. Such activities shall be undertaken on
the basis of programs developed by the agency responsible for the procurement of the major
system, with the assistance of the Administration.

Rty Transitional managcmcm business planning training and
technical assistance.

(/% Program Participants in the developmental stage of Program
participation shall be eligible for the assistance provided by subparagraphs (A), (B}, (C), (D),
(E), (), and (G).

{14Y'9¢ Program i’ériicipams in the transitional stage of Program participation
shall be eligible for the assistance provided by subparagraphs (A), (B), (F), (G), (H), and ()
of paragraph {13). :
{15)1%! Subject ta the provisions of paragraph (10XC), a small business Develop-

concern may receive developmental assistance under the Program and contracts under section :;mcc

8{(a} for a total period of net longer than nine years, measured from the date of its certification  1epm.
wunder the authority of such section, of which-

: {4}  nomore than four years may be spent in the developmental
stage of Program Participation; and

(B}  no more than five years may be spent in the transitional stage
of Program Participation.

(16)*%3{A)  The Administrator shall develop and implement a process for Dats
the systematic collection of data on the operations of the Program established pursvantto collection.

paragraph (10},

{(B)  Not later thar April 30 of each vear, the Administrator shall  Reportto
submit a report to the Congress on the Program that shall include the following: Congress.

199%ection T()14) added by § 301(c) of PL. 100-836, approved Nov, 15, 1988 (107 Star. 3867), effective June 1, 1939, par
03B WA thereof,

BTNew § T(X1S) added by § 202 of PL 100-656, approved Nov. 15, 1988 (102 Stat, 385%).

1928pction 7(GX16) added by § 408 of PL 100-656, approved Nav, 1§, 1988 (102 Stat. 3877).
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i) The average personal net worth of individuals who own
and control concems that were initially certified for participation in the Program during the
. immediately preceding fiscal year. The Administrator shali also indicate the dollar
distribution of net worths, at $50,000 increments, of all such individuals found to be socially
and economically disadvantaged. For the first report required pursuant to this paragraph the
Administrator shall also provide the data specified in the preceding sentence for all eligible
individuals in the Program as of the effective date of this paragraph.

{1} A description and estimate of the benefits and costs that
have accrued to the economy and the Government in the immediately preceding fiscal year
due 1o the operations of those business concerns that were performing contracts awarded
pursuant to section 8(a).

(i} A compilation and evaluation of those business
concerns that have exited the Program during the immediately preceding three fiscal years.
Such compilation and evaluation shall detail the number of concems actively engaged in
business operations, those that have ceased or substantially curtailed such operations,
tncluding the reasons for such actions, and those concemns that have been acquired by other
firms or organizations owned and controlled by other than socially and economically
disadvantaged individuals. For those businesses that have continued operations afler they
exited from the Program, the Administrator shall also separately detail the benefits and costs
that have acerued to the economy during the immediately preceding fiscal year due to the
operations of such concerns.

{iv) A listing of all participants in the Program during the
preceding fiscal year identifying, by State and by Region, for each firm: the name of the
concern, the race or ethnicity, and gender of the disadvantaged owners, the doilar value of all
contracts received in the preceding yvear, the dollar amouat of advance payments received by
each concern pursuant to contracts awarded under section 8(a), and a description including (if
appropriste) an estimate of the dollar value of all benefits received pursuant to paragraphs
(13} and (14) and section 7{a){(20} during such year.

(v}  Thetwtal dollar value of contracts and options awarded
during the preceding fiscal year pursuant to section 8(a) and such amount expressed as a -
percentage of total sales of (1) all finns participating in the Program during such year; and (I}
of firms in each of the nine years of program participation.

(vi} A description of such additional resources or program -
authorities as may be required 1o provide the types of services needed over the next two-year
period 1o service the expected portiolic of finms certified pursuant to section 8(a).

{vii}  The total dollar value of contracts and options awarded
pursuant to section 8(a), at such dollar increments as the Administrator deems appropriate,
for each four digit standard industrial classification code under which such contracts and
options were classified.
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(C)  The first report required by subparagraph (B) shall pertain

10 fiscal vear 1990,
{)'* Incammying out its functions under subsections 7(i), 7() and 8(a)'™ of this ~ Scminis

Act, the Administration is authorized-- &nﬁm
(1)  to utilize, with their consent, the services and facilities of Federal

agencies without reimbursement, and, with the consent of any State or pelitical

subdivision of a State, accept and utilize the services and facilities of such State or

subdivision without reimbursement;
(2)  toaccept, in the name of the Administration, and employ or Gift

dispose of in furtherance of the purposes of this Act, any money or property, real, acceptance.
personal, or mixed, tangible, or intangilile, received by gift, devise, bequest, or otherwise; :

(3) 1o accept voluntary and uncompensated services, notwithstanding Accept

the provisions of section 3679(b} of the Revised Statutes (31 U.S.C. 665(b)); and voluntary
' service.
(4)  to employ experts and consultants or organizations thereof as ?5;;%

authorized by section 15 of the Administrative Expenses Act of 1946 (5 U.S.C. 55a),
except that no individual may be employed under the authority of this subsection for
more than one hundred days in any fiscal year; to compensate individuals so employed at
rates not in excess of the daily equivalent of the highest rate payable under section 3332
of title 5, United States Code,” including traveltime; and to allow them, while away
from their homes or regular places of business, iravel expenses (including per diem in
lieu of subsistence} as authorized by section 3 of such Act (8 U.8.C. 73b-2) for persons in
the Governument service employed intermittently, while so employed: Provided,

however, that contracts for such employment may be renewed annually.

o [RESERVED]."™

Microloan

- " program.
{m}”" MICROLOAN ?ROGRTAM . 15 USC 636{m).

3 Added by § 2(a)d) of PL 93-386, approved Aug. 23, 1974 (88 Stat. 742), 1o transfer similar authority from § 602 of
the Economie Opportunity Act of 1964,

%R eference to "8(a)" added by § 205 of PL 95-507, appraved Oct, 24, 1978 (92 Stat. 1757).

"The clause “the daily equivalent . .. United States Code™ was added by § 104 of PL 95-510, approved Oc: 24, 1978 (92
Stat. 1780}, effective Get. 1, 1979

SeSubsection 71} was repeaied by § 107{d} of P.L. 104.208, approved Sept. 30, 1996 {110 Stat, 3609.732). For text and
iegisiative history of former subsection 7(1), pltase see previous edition of this Handbook.

Waection Him) added by § §09(h of PL. 102-140, approved Oct, 28, 1991 (105 Stat. 827). Section 09(i) of PL. 102-140
provides: "Not later than 90 days afier the date of the enactrment of this Act, the Small Business Administration shall
promuigate interim final regulations 1o implement the microloan demonstration program.” Section 243 of PL, 103-403,
approved Oet. 22, 1554 (108 Stat. 4181) provides: "The demonstration program established by subsection (k) shall
termingte on Qetober |, 19577 Section 200 {c)(1) of P.L. 105133, approved Dec. 2, 1997 {111 Star. 2592), removed the

(Rev. 9, Change 13
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{1y {A) PURPOSES. The purposes of the Microloan Program are-

" 10 asszst women, Jow-income, veteran {within the
meaning of such term under section :{q)), ? and minority entreprencurs and business
owners, and other such individuals possessing the capability to operate successful
business concerns; and

(i)  to assist small business concerns in those areas
suffering from a lack of credit due to economic downturns;

(i)  to establish a microloan program to be administered
by the Small Business Administration--

{0 to make loans 1o eligible intermediaries to
enable such intermediaries to pmvzde small-scale loans, particelarly loans in amounts
averaging not more than §7,500,” to startup, newly established, or growing small
business concerns for working capital or the acquisition of mwrtals, supplies, or
equipment; .

{II} 1o make grants 1o eligible intermediaries
that, together with non-Federal matching funds, will enable such intermediaries to :
provide intensive marketing, management, and technical assistance to microloan .
borrowers; !

(I} to make grants to eligible nonprofit entities
that, together with non-Federal matching funds, will enable such entities to provide
intensive marketing, management, and technical assistance to assist low-income
entrepteneurs and other low-income individuals obtain private sector financing for their
businesses, with or without loan guarantees; and

(IV} to report to the Committees on Small
Business of the Senate and the House of Representatives on the effectiveness of the
microloan program and the advisability and feasibility of implementing such 2 program;
and

word “Diemonstration” throughout this subsection. Subsection 2ﬂl(c)(4) of thc same Public Law authorized the program
through fiscal vear 2000,

B paragraph HmX 1 XAXi) rewritten shightly by § 113(a)}(1 XA) of PL. 102-366, approved Sept 4, 1992 (106 Stat. 989}
Section 114 of PL 102-366 provides that "[NJot later than 45 days after the date of enactment of this Act, the Small
Business Administration shall promuigate interim final regulations te implement the amendments made by this subtitle.”

™ The reference to velerans was added by § 403 of P.L. 106-50, approved August 17, 1999 (113 Stat.
246},

*-he clause within the commas added by § 113(aX 1)(B) of PL 102366, approved Sept. 4, 1952 (306 Stat. 989). .

{Rev. %, Change 13
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. (iv)?™® to establish a welfare-to-work microloan initiative, ~ Welfare-to-
which shall be administered by the Administration, in order to test the feasibility of work
supplementing the technical assistance grants provided under clauses (ii) and (iii) of imtiative.

3
. ONew clause 7(m)(1)(AXiv) added by § 202(2)(1)(C) of P.L. 105-135, approved Dec. 2, 1997 (111 Stat. 2598).

(Rev. 9, Change 1)
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subparagraph (B} to individuals who are receiving assistance under the State program funded
under part A of title IV of the Social Security Act (82 U.S L. 601 et seq.), or under any
comparzble State funded means tested program of assistance for low-income individuals, in
order to adequately assist those individuals in—

N establishing small businesses; and
(I)  eliminating their dependence on that assistance,

{B) ESTABLISHMENT. There is established a microloan
program, under which the Administration may—

(3 make direct loans to cligible intermediaries, as provided
under paragraph (3}, for the purpose of making short-term, fixed interest rate microloans to
startup, newly established, and growing small business concerns under paragraph (6);

(i)  in conjunction with such loans and subject to the
requirements of paragraph (4}, make grants to such intermediaries for the purpose of
providing intensive marketing, management, and technical assistance to small business
concerns that are borrowers under this subsection; and

{iii}  subject to the requirements of paragraph {5}, make
grants to nonprofit entities for the purpose of providing marketing, management, and
technical assistance to low-income individuals seeking fo start or enlarge their own
businesses, if such assistance includes working with the grant recipient to secure loans in’
amounts not to exceed $25,000°* from private sector lending institutions, with or without a
loan guarantee from the nonprofit entity.

(2)  ELIGIBILITY FOR PARTICIPATION. An intermediary shall b~ G0l
eligible to receive loans and grants under subparagraphs (B)(1) and (B)(ii) of paragraph (1} if
it
{A) meets the definition in paragraph (18); and
{B} |has at least 1 year of experience making microloans to startup,
newly established, or growing small business concerns and providing, as an integral part of
its microloan program, intensive marketing, management, and technical assistance 1o its
(3}  LOANS TO INTERMEDIARIES. - owste
intermeadiaries,

{A) INTERMEDIARY APPLICATIONS.

93 amount changed from $15,000 by § 8{(1)Yof P.L, 103-81, approved Angust 13, 1993 (107 Sat. 782).
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() IN GENERAL. .- As part of its application for a loan,
each intermediary shall submit a description to the Administration of--

(I)  the type of businesses to be assisted;
{II)  the size and range of Joans to be made;

' (H1i) the geographic area 1o be served and its
economic and unemployment characteristics;

(IV)  the status of small business concerns in the ared
to be served and an analysis of their credit and technical assistance needs;

(V)  any marketing, management, and technical
assistance 10 be provided in connection with a loan made under this subsection;

(VD) the local economic credit markets, including the
costs associated with obtaining credit locally; .

{(VIl) the qualifications of the applicant to carry out
the purpose of this subsection; and

(VIII¥" any plan to involve other technical assistance
providers {such as counselors from the Service Corps of Retired Executives or small business
development centers) or private sector lenders in assisting selected small business concerns.

(ii)*®® SELECTION OF INTERMEDIARIES ~ In selecting
intermediaries to participate in the program established under this subsection, the
Administration shall give priority to those applicants that provide loans in amounts averaging
not more than $7,500.

(B) INTERMEDIARY CONTRIBUTION. As acondition of any intermediary
loan made to an intermediary under subparagraph (B)D) of paragraph (1), the Administration Softribution.

shall require the intermediary to contribuie not less than 15 percent of the loan amount in
cash from non-Federal sources.

(C) LOAN LIMITS. Notwithstanding subsection (8333, no loan
shall be made under this subsection if the total amount outstanding and committed to one -
intermediary (excluding outstanding grants) from the business loan and investment fund
established by this Act would, as a result of such loan, exceed $750,000 in the first vear of

fhins.

2028ubciause rewritien to inclade references to SCORE and suadl business developrent centers by § 1136aX2XD) of PL. 102-

356, appravest Sept. 4, 1992 {106 Stat, 950).

203This subparagraph added by § HI3(a)2)(E) of PL 102-366, approved Sept. 4, 1992 (106 Seat. 990).
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* such intermediary's participation in the progtam, and $3,500,000%% in the remaining years of
the intermediary's participation in the program.

®Y® (i)  IN GENERAL.—The Administrator shall, by Loan mifma
regulation, require each intermediary 1o establish a loan loss reserve fund, and to maintain ’
such reserve fund until all obligations owed to the Administration under this subsection are

repaid.
¢iiy LEVEL OF LOAN LOSS RESERVE FUND . —

44 IN GENERAL .—Subject to subclause (1), the
Administrator shall require the loan loss reserve fund of an intermediary to be maintained at a
level equal {6 15 percent c:f the outstanding balance of {he notes receivable owed to the
mtermediary.

(i) REVIEW OF LOAN LOSS RESERVE.—After
the initial 5 vears of an mtermediary’s participation in the program authorized by this
subsection, the Administrator shall, at the request of the intermediary, condut a review of
the annual loss rate of the intermediary. Any infermediary in operation under this subsection
prior to October 1, 1994, that requests a reduction in its Joan Joss reserve shall be reviewed
based on the most recent 5-year period preceding the request.

iy REDUCTION OF LOAN LOSS RESERVE v
Subject o the requirements of clause IV, the Administrator may reduce the annual loan loss
reserve requirement of an intermediary jo reflect the actual average loan loss rate for the
intermediary during the preceding S-year period, except that in no case shall the loan loss
reserve be reduced to less than 10 percent of the outstanding balance of the notes receivable
owed to the intermediary.

2 amount changed from $2,500,000 by § 201(s) of P.L. 105-135, spproved Dec, 2, 1997 €111 Stat. 25971, Amount changsd
from $1,250,000 to $2, 500,000 by § 206 of P.L. 103403, approved Oct. 22, 1994 (108 S6at, 4181}

285gupparagraph H{m¥3XD) rewritten by § 3 of P.L. 19&32 approved Aprit 27, 1999 (113 Staz, 363, Text of former
subparagraph T )(3YD} is reprinted below:

LGAR LOSS RESERVE FUND. The Administration shail, by wgu!atiorz, reguire cach intermediary to establish 2
loan loss reserve fund, and to maintain such reserve fund until all obligations owed to the Administration under
this subsection are repaid. The Administration shall require the loan s reserve fund to be maintained--

{1 during the initial § years of the intermediary’s participation in the program under this subseetion,
at z level equal 10 not more than 15 percent of the outstanding balance of the sotes receivable swed to the
intennediary; and

{ii} in each year of participation tersafier, at a level aqual to not more than the greater of-—

{1y 2 times an amount reflecting the total losses of the intermediary as a result of
parsicipation in the program under this sulsection, as determined by the Administrator on 2 case-hy-case basis; ar

(i 10 percent of the outstanding balance of the notes receivable owed 1o the intermediary.
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‘ 3
IV} REQUIREMENTS.—The Administrator may . :
reduce the annual loan loss reserve requirement of an intermediary only if the intermediary
demonstrates to the satisfaction of the Administrator that-—

(an) the average annual loss rate for the
intermediary during the preceding S-year period is tess than 15 percent; and

{bb} that no other factors exist that may,
impair the ability of the intermediary to repay all obligations owed to the Administration
under this subsection,

(Ey UNAVAILABILITY OF CQMPARABLE CREDIT. An
wzennednary may make a loan under this subsection of more than $15,000 to a small business
concern only tf such small business concern demonstrates that it is uniable to obtain credit
elsewhere at comparable interest rates and that it has good prospects for success. In no case
shall an intermediary make a loan under this subsection of more than $25,000, or have
outstanding or comumitied to any 1 borrower more than $235,000.

(F)?°¢ LOAN DURATION; INTEREST RATES ~

(i)  LOAN DURATION.-- Loans made by the Losan ggmiion.
Administration under this subsection shall be for a term of 10 years. :
i)  APPLICABLE INTEREST RATES.« Except as Interest rates.

provided in clavse iii), loans made by the Administration under this subsection to an
intermediary shall bear an interest rate equal to 1.25 percentage points below the rate -
determined by the Secretary of the Treasury for obligations of the United States with a period
of maturity of 5 years, adjusted to the nearest one-eighth of | percent.

{iiiy RATES APPLICABLE TO CERTAIN SMALL
LOANS.-- Loans made by the Administration 10 an intermediary that makes loans o small
business concermns and entreprenewrs averaging not more than $7,500, shall bear an interest
rate that is 2 percentage points below the rate determined by the Secretary of the Treasury for
obligations of the United States with a period of maturity of 5 years, adjusted 1o the nearest
one-eighth of | percent.

(ivi RATES APPLICABLE TO MULTIPLE SITES OR--
OFFICES. -~ The interest rate prescribed in clanse (13} or (i) shall apply fo each separate
foanmaking site or office of | intermediary only if such site or office meets the requirements
of that clause.

06 his paragraph was rewritier, adding subparagraphs () through (viiyhy § 113(a)3) of PL 102366, approved Sept. 4, 19. I
{106 Stat. 990},
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(v)  RATE BASIS. - The applicable rate of interest under
this paragraph shail--

(I}  be applied retroactively for the first year of an
intermediary’s participation in the program, based upon the sctual lending practices of the
intermediary as determined by the Administration prior to the end of such year; and

(II}  be based in the second and subsequent vears of
an intermediary's participation in the program, based upon the actual lending practices of the
imermediary during the term of the intermediary’s participation in the program.

{vii){sic] COVERED INTERMEDIARIES. ~ The interest rates
prescribed in this subparagraph shall apply to all loans made to intermediaries under this
subsection on or after October 28, 1991,

{G) DELAYED PAYMENTS. The Administration shall not
, w:;zzm: repayment of interest or principal of 2 loan made to an intermediary under this
subsection during the first year of the loan.

(H) FEES; COLLATERAL. Except as provided in subparagraphs
(B) and (1)), the Administration shall not charge any fees or require collateral other than an
assignment of the notes receivable of the microleans with respect to any loan made {6 an
internediary under this subsection,

(4¥% MARKETING, MANAGEMENT AND TECHNICAL ASSISTANCE
GRANTS TO INTERMEDIARIES. Grants made in accordance with subparagraph (B)(i) of
paragraph (1) shall be subject to the following requirements:

(A) GRANT AMOUNTS. Except as otherwise provided in
subparagraph (C) and subject to*® subparagraph (B), each intermediary that receives a loan
under subparagraph (B)(3) of paragraph (1) shall be eligible to receive a grant to provide
marketing, management, and technical assistance to small business concerns that are
botrowers under this subsection.?”? Except as provided in subparagraph (C), each

Fees.

(irams o
intermediaries.

207The changes made 1o this paragraph by PL. 102366 are 10 be cffective on October 1, 1992, per § 113(b) of PL 102-366,

gpproved Sept. 4, 1992 {106 Swat. 993

238 irst sentonoe was ameaded to include the mfemnce to subparagmph (Cyby § H13(a)4XA) of PL 102-366, z;zpmef.i Sept. 4,

1952 {106 Stat, 991).

The last two sentences of subparagraph (A) were deleted aud a new sentemee added by § 113(a¥4XB) of PL 102-366. The

ext of the deleted sentences follows:

In the first and second years of ap intermediary's program participation, each intermediary meeting the requirement of
subparagraph (B} may receive a grant of aot more then 20 percent of the tonal sutstanding balance of loans made to it

under this subsection. 1n the third and subsequent years of an intermediary's program participation, each intermediary
megting the requirements of subparagraph {8) may receive a grant of not more than 10 percent of the tetal outstanding

balance of oans made fo it under this subsection.
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intermediary meeting the requirements of subparagraph (B} may recgive 2 grant of not more
than 25 percent of the total outstanding balance of loans made to it under this subsection. )

(B) CONTRIBUTION. As a condition of any grant made wnder
subparagraph (A}, except for a grant made 1o an intermediary that provides not less than 30
percent of its loans to small business concerns located in or owned by one or more residents
of an economically distressed area,**® the Administration shall require the intermediary to
contribute an amount equal to 25 percent™ ! of the amount of the grant, obtained solely from
non-Federal sources. In addition to cash or other direct funding, the contribution may include
indirect ¢osts or in-kind contributions paid for under non-Federal programs. .

(C)?*? ADDITIONAL TECHNICAL ASSISTANCE GRANTS FOR  Grants.
MAKING CERTAIN LOANS -

()?** IN GENERAL.~In addition to grants made under
subparagraph {A}, each intermediary shall be eligible to receive a grant equal to 5 percent of
the total outstanding balance of Joans made to the intermediary under this subsection if--

(Il the intermediary pravides not less than 25
percent of its loans to small business concems located in-or owned by one or more residents
of an economically distressed area; or

{II}  ihe intermediary has a portfolio of loans made . .
under this subsection that averages not more than $7,500 during the period of the !
intermediary's participation.

Gi)  PURPOSES.~ A grant awarded under clause (i) may be

used to provide marketing, management, and techmcai assistance to small business concerns
that are borrowers under this subsection.

#1¢Phrase beginning "except for” added by § 208(aX ) of P.L. 103403, approved Oct. 22, 1994 (108 Stat. 4181). Fora
definition of “economically distressed area,” see § 7 )X 1 1XD). Section 208{c) of P.L. 103-403 provides that [tjke amendments
made by this section shali romain in effect during the period beginning on the date of enactment of this Act and ending on
Ovctober 1, 19877

11 amonnt changed from one-halfto 25 percent by § 1 13{4)C) of PL 102-366, approved Sept. 4, 1992 (106 Stat, $91),
#1Z3ubparspraphs (C) and () added by § 113(a)(4X1)) of PL 102-366,

23CNause HmNGXCXi) rewritten by § 208(aX2) of P.L. 103-403, approved {xt. 22, 1994 (108 Stx. 4182). For a definition of
"economically distressed area,” see § Tm¥11XD). Section 208(c) of P.L. 103-403 provides “{tihe amendments made by this
section shall remain in effact during the period beginning on the date of enactment of this Act and ending on October 1, 1997,
Text of former chanse HmH4AXCKI) is reprinted below:

Each intermadiary that meets the ragoirements of subparagraph {C) and that has a portfolio of loans made under this
subsection that averages not mote than $7,500 during the period of the intermediary's participation in the program
be eligible to receive a grant equal to S percent of the total outstanding balance of loans made to the intermediary
thiis snbsection, in addition to grants made under subparagraph (A).
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. (1)  CONTRIBUTION EXCEPTION.-- The contribution
requirements in subparagraph (B) do not apply to grants made under this subparagraph.

Eligibility for
multiple sites,

(Dy  ELIGIBILITY FOR MULTIPLE SITES OR OFFICES - The
eligibility for a grant described in subparagraph (A) or (C) shall be determined separately for
each loan-making site or office of 1 intermediary.

(E)*** ASSISTANCE TO CERTAIN SMALL BUSINESS
CONCERNS.

(1) IN GENERAL - Each intermediary may expend an
amount pot to exceed 2573 percent of the grant funds received under paragraph (DBXID) to
provide information and technical assistance to small business concerns that are prospective
borrowers under this subsection,

(i) TECHNICAL ASSISTANCE - An intermediary may
expend not more than 23 percent of the funds received under paragraph (1XB)(ii) to enter
into third party contracts for the provision of technical assistance,

(F)2¢ SUPPLEMENTAL GRANT--

1) IN GENERAL - The Administration may accept any
funds transferred to the Administration from other depariments or agencies of the Federal
Gavernment to make grants in accordance with this subparagraph and section 202(b) of the
Smali Business Reauthorization Act of 1997 fo participating intermediaries and technical

#3Subparagraph Tim)3XE) added by § 267 of P.L. 103-403, approved Oct. 22, 1994 (108 Stat, 4181).

3perpentage amount changed from 15 by § 201{(d}1%(B) of P.L. 105-133, approved Dec. 2, 1897 {111 Siat. 2598). Section
011X C) of the same Public Law added sew clause (ii).

16 New subparagraph Y(m)(4KF) was added by § 202(a¥2) of P.L. 105-135, approved Dec. 2, 1997 {111 Stat, 2599),
Section 202(h) of P.L. 105-133 provides:

{6}  TRANSFER OF FUNDS-—

{1} IN GENERAL - No funds are authorized 1o be appropriated or otherwise provided to carry out the
grant program under section Zm}4)F) of the Small Business Act (15 U.S.C. 636(m)}4XF)} (as added by this sextion],
except by transfer from another departmient or agency of the Federal Government to the Administration in accordance with
this subsection,

2) LIMITATION QN AMOUNTS - The total amount transferred 1o the Administration from other
departinents and agencies of the Federal Government fo carry out the grant program under section Z(m){4XF) of the Small
Business Act (15 U.8.C. 636imM 43 F ) )as added by dhis section} shall not exceedo

{A) $3,600,000 for fiscal year 1998,

{B; 34,800,000 for fiscal vear 1999; and
) £5,860,000 for fiscal year 2000.
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assistance providers under paragraph {5), for use in accordance with clause {iii} to provide
additional technical assistance and related services to recipients of assistance under a State
program described in paragraph {1 XA}iv) at the time t&ay initiaily apply for assistance under

this subparagraph.

(ity ELIGIBLE RECIPIE&”I"S ; GRANT AMOUNTS - In
making grants under this subparagraph, the Administration may select, from among
participating intermediaries and technical assistance providers described in clause (i), not
more than 20 grantees in fiscal year 1998, not more than 25 grantees in fiscal year 1999, and
not more than 30 grantees in fiscal year 2000, each of whom may receive a grant urxler this
subparagraph in an amount not to exceed $200,000 per year.

{1it) USE OF GRANT AMOUNTS ~ Grants under this
subparagraphy—

{ are in addition to other grants provided under
this subsection and shall not require the contribution of matching amounts as a condition of
eligibility; and

(II})  may be used by a grantee—

(aa) to pay or reimburse a portion of child
care and transportation costs of recipients of assistance described in clause (i}, to the extent
such costs are not otherwise paid by State block grants under the Child Care Development
Block Grant Act of 1990 (42 U.S.C. 9958 et seq.); and

(bb}  for marketing, management, and
technical assistance to recipients of assistance described in clause (i),

{iv) MEMORANDUM OF UNDERSTANDING - Prior to
accepting any transfer of funds under clause (i) from a department or agency of the Federal
Govemment, the Administration shall enter into a Memorandum of Understanding with the
departruent or agency, which shalle

{I specify the terms and conditions of the grants
under this subparagraph; and

()  provide for appropriate monitoring of
expenditures by gach grantee under this subparagraph and each recipient of assistance
described in clause (i) who receives assistance from a grantee under this subparagraph, in
order to ensure compliance with this subparagraph by those grantees and recipients of
assistance,

GRANTS. Grants made in accordance with subparagraph (B)(iii) of paragraph (1) shall be

. 2

(5)  PRIVATE SECTOR BORROWING TECHNICAL ASSISTANCE "’“"““'.

subject to the following requirements:
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(A) GRANT AMOUNTS. Subject to the requirements of
subparagraph (83,717 the Administration may make ot more than 25%1% grants annually,
cach in amounis not o exceed $125,004 for the purposes specified in subparagraph (B)(ii) of

paragraph {1).

(B) CONTRIBUTION. Asa condition of any grant made under
subparagmph (A}, the Administration shall require the grant recipient to contribute an
amount equal to 20 percent of the amount of the grant, obtained selely from non-Federal
sources. In addition io cash or other direct funding, the contribution may include indirect
costs or in-kind contributions paid for under non-Federal programs.

(6) LOANS TOSMALL BUSINESS CONCERNS FROM ELIGIBLE ~ loans from
INTERMEIMARIES .~ intermediariss.

(A)y INGENERAIL. Ancligible mwrmedlary shall make short-
term, fixed rate loans to startup, newly established, and growing small business concerns
from the furds made available to it under subparagraph (B)i) of paragraph (1) for working
capital and the acquisition of matenals, supplies, furniture, fixtures, and equipment.

(B) PORTFOLIC REQUIREMENT. To the extent practicable,
sach intermediary that operates a microloan program under this subsection shall maintain a
microloan portfolio with an average loan size of not more than $10,000.

(Cy  INTEREST LIMIT. Notwithstanding any provision of the Interest
laws of any State or the constitution of any State pertaining to the rate or amount of interest Limit.
that may be charged, taken, received or reserved on a loan, the maximurm rate of interest to be
charged on a microloan funded under this subsection shall**® not exceed the rate of interest
applicable to 4 loan made to an intermediary by the Administration-- .

(i in the case of a loan of more than 37,500 made by the
intermediary to 2 sall business concern or entreprencur by more than 7.75 percentage
points; and

()  inthe case of a loan of not more than $7,500 made by

#7 Phrase “in each of the § vears of the demonstration prc;gram esiablished under this subsection” by § 20Hd)(2XA) of P.L.
105-135, approved Dec. 2, 1397 (111 Stat. 2598). Section 201{2}2XB) of the same Public Law deleted the phrase “for
terms of up 1o 5 vears” and replaced it with “annuaily.” )

#13The number of grants allowed was changed from 2 to 6 by § 113(aX5) of PL, 102-366, approved Sept. 4, 1992 (106 Stat.
991). The change is to be effective on Oct. §, 1992, per § 113{b) of PL 102-366, The number of grants was changed again 1 25
and the term of § vears was added by § 8(2) of B.L. 103.81, approved August 13, 1993 (107 Swut. 782).

#18inrerest limit was rewritten by § 113(a)6) of PL. 102-366, approved Sept. 4, 1992 {106 Stat. 991), which added paragraphs

H¥6XC)i) and {ii}. Formerly, the interest Hmit was “not more than 4 percentage points above the prime lending rate, as
identified by the Adminisaation and published in the Federal Register on a quarterly basis.”
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the intermediary to a small business concemn or entrepreneur by more than 8.5 percentage . 2
points, '

(D)  REVIEW RESTRICTION. The Administration shall not
review individual microloans made by intermediaries prior to approval,

-

{(E)y*2° ESTABLISHMENT OF CHILD CARE OR Program
TRANQ?GRTATIO& BUSINESS - In addition to other eligible small businesses concerns funding,
[sic], borrowers under any program under this subsection may include individuals who will
use the foan proceeds to establish for-profit or nonprofit child care establishments or business
providing for-profit transportation services.

()  PROGRAM FUNDING FOR MICROLOANS?%? ..

{A)} NUMBER OF PARTICIPANTS.~-During the program
authorized by this subsection, the Administration ma:,r fund, on a competitive basis, not more
than 200 microloan programs.

(3 222 A LOCATION —

9 New paragraph Hm¥SXE) ndded by § 202()3) of P.L. 105-135, approved Ore. 2, 1997 (111 Stat. 2600).

]

{A) FIRST YEAR PROGRAMS, In the first vear of the demonstration program, the Adminisration is authorized
10 fund, on a competitive basis, not more than 6 microloan pregrams, including not less than 1 program to be located
in gach of the following States: Arkansas, Hinais, lowa, Kentucky, Maine, Minnesota, New Hampshire, New Yok,
North Carolina, Pennsyivanis, Scuth Carolina, and Wisconsin. I, st the end of fisca] year 1992, the Administration has
funded less than 50 microloan programs under this subpmeagraph, the Administration may, in fiscal vear 1993, fund a
number of additional microloan programs equal to the difference betwoen 56 and the number of microlean programs
actually funded in fiscal year 1992, )

igection HmX7) rewritten by § 204 of P.L. 103-403, approved Oct. 22, 1994 (108 Stax 4181). Text of former § Tem)(7)
repninted below:

{B) ESEPANDED PROGRAMS. In addition to any microloan programs authorized o be fnded in fiseal year
1993 in accordance with subparagraph (A), in the second year of the demmonstration program, the Administration i
suthorized to fund up to 30 additional misreloan programs,
(C) STATE LIMITATIONS. In no case shail a Stafe-

(i be awarded more than 4 microloan programs in the first 2 years of the demonstration program por
mare than 2 microloan programs in sty vear thereafler;

{1} receive more than $1,500,000 to fund such programs in such Stare's frst vear of participation; or

{ii) receive more than 32,500,000 to fund such grograms in any succeeding year of such States
participation,

%22 subparagraph 7(m)(7)XB) was rewritten by § 2(1) of P.L. 106-22, approved April 27, 1999 {113 Stat. 39). Textof . _
fonner subparagraph 7{m {7¥ R} is reprinted below:
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) MINIMUM ALLOCATION . Bubject to the
availability of appropriations, of the total amount of new loan funds made available for award
under this subsection in ¢ach fiscal year, the Administration shall mzke avatlable for award in
sach State {including the district of Columbia, the Commonwealth of Puerto Rico, the United
States Virgin Istands, Guam, and American Samoa) an amount equal 1o the sum of—

) the lesser of—
(aa)  38G0,000; or

{bb) . 1/5% of the total amount of new loan
funds made available for award under this subsection for that fiscal year; and

(11}  any additional amount, as determined by the
Administration. .

: {ii) REDISTRIBUTION.—I{, at the beginning of the third
quarter of a fiscal year, the Administration determines that any portion of the amount made
available to carry out this subsection is unlikely to be made available under clause (i) during
that fiscal year, the Adminjstration may make that portion available for award in any one or
more States (including the District of Columbia, the Commonwealth of Puerto Rico, the
United States Virgin Islands, Guam, and Amenican Samos) without regard to clause (3).
Equitable

(8)*°* EQUITABLE DISTRIBUTION OF INTERMEDIARIES ~In distribution of
approving microloan program applicants and providing funding to intermediaries®®® under  intermediaries.
this subsection, the Administration shall select and provide funding to such intermediaries as
will ensure appropniate availability of loans for sreall businesses in all industries located
throughout each State, particularly those located in urban and in rural areas.

Grants for
technical
gssistance.

STATE LIMITATIONS —During any fiscal year, 5 State shall not receive new loan funds from the Administration
that exceed 125 percent of the State's pro rata share of the microloan program authorization during such fiscal vear,
such share to be based on the population of the State, as compared 1o the totsl population of the United States. I, -
however, 2t the beginning of the fourth quarter of a fiscal year the Administraton determines that a portion of
spprapristed microloan funds are unlikely to be awarded during that year, the Administration may make additional
funds avatlable to a State in excess of 123 percent of the pro rata share of that Sste. - - -

“23gaction 7(m) B} rewritten by § 205 of P.L. 103-403, approved Oct. 22, 1994 (108 Stat. 4181}, Formmer text of § 7m)&) s
reprinted below;

RURAL ASSISTANCE. In funding miczroloan programs, the Adminisiration shall ensure that af least one-half of the
programs funded under this subsection will provide micredoans to small basiness concems located in rursl areas.

224 pprase; “and providing funding to intermediaries” and “and provide fanding” were added by § 2(2) of P.L. 106-22,
approved April 27, 1999 (113 Star. 301
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(9)¥%* GRANTS FOR MANAGEMENT, MARKETING, TECHNICAL |
ASSISTANCE, AND RELATED SERVICES— ]

(A)  IN GENERAL.~ The Administration may procure technical
assistance for intermediaries participating in the Microloan Program to ensure that such
intermediaries have the knowledge, skills, and understanding of microlending practice
pecessary to operate successful microloan programs.

{B) ASSISTANCE AMOQUNT.-- The Administration shall transfer
722¢ percent of its annual appropriation for loans and loan guarantees®®” under this
- subsection to the Administration's Salaries and Expense Account for the specific purpose of
providing 1 or more technical assistance grants to experienced microlending organizations
and national and regional nonprofit organizations that have demonstrated experience in
providing training support for microenterprise development and financing®® 10 achieve the

purpose set forth in subparagraph (A).

{C¥**? WELFARE-TO-WORK - Of amounts made available to carry Welfare-to-
cut the welfare-to-work microloan initiative under paragraph (1)(A)iv) in any fiscal year, the o
Admirdstration may use not more than 5 percent to provide technical assistance, gither
directly or through contractors, to welfare-to-work microloan initiative grantees, to ensure
that, as grantees they have the knowledge, skills, and understanding of microlending and
welfare-to-work transition, and other reiawé issues, 1o operate a successful welfare-to-work
microloan initiative. .

(10) REPORT TO CONGRESS. OnNovember 1, 1995, the
Administration shall submif to the Committees on Small Business of the Senate and the” Report to
House of Representatives a report, including the Administration's evaluation of the Congress.
effectiveness of the first 3 1/2 years of the microloan program and the following;

{A) the numbers and locations of the intermediaries funded to
conduct microloan programs; :

(B}  the amounts of each loan and each grant to intermediaries;

225New paragraph (9) added by § 113(2)(9) of PL 102-366 and former paragraphs (5) and (10) redesignated as (10} and {1 1) by
§ 113(2)(8) of PL 102-366. Paragraph hz:admg chanped by § 202(aX4)A) of P.L. zeswm, zpmwd Dec. 2, 1597 f:z 11 Stat.
2600, .

¢ amount changed from 3 percent by § 8(3) of P.L. 103-81, approved August 13, 1983 (107 Sk, 782),

Rigpfurence to loan guaraniees added by § 604{13) of B.L,. 103403, approved Oct. 22, 1994 (108 Siat. 4203).

THzeference to national and regional ﬁzmpmﬁz crganizations added by § 604(2) of P.L.. 103403, approved Cot. 22, 19%4 (108
Stat, 4203).

9 New subparagraph 7(m)(9)(C) added by § 202(}4)(B) of P.L. 105135, approved Dec. 2, 1997 (111 Star, 2660}, .
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{C3}  adescription of the matching contributions of each
intermediary;

{D}  the numbers and amounts of microloans made by the
intermediaries 10 small business concern borrowers;

(E)  the repayment history of each intermediary;

(Fy  adescription of the loan portfolio of each intermediary
including the extent to which it provides microloans to small business concerns in rural areas;
and

((G)  any recommendations for legislative changes that would
improve program operations,

{11} DEFINITIONS. For purposes of this subsection--
{A) the term "intermediary” means “Intermediary.”
{1 a private, nonprofit entity;

{iy a privatcmé nonprofit community development
corporation; .

@i)**? a consortiurn of private, nonprofit organizations or
nonprofit community development corporations; :

{ivy  aqguasi-governmental economic development entity
(such as a planning and development district), other than a State, county, municipal
government, or any agency thereof, if-- :

()  nospplication is received from an eligible
nonprofit organization; or

(I}  the Administration determines that the needs of
a region or geographic area are not adequately served by an existing, eligible nonprofit
organization that has submitted an application; or

{v)*** anagency of ot nonprofit entity established by a Native
American Trihal Government,

230The term "private” was added by § 307(c) of PL 102-564, approved Oct, 28, 1992 (106 Stat. 4264},

*8ubsection T(m)(11)}A) was rewritten, including addition of subparagraphs (il and {bv), by § 11302} 10X A} of BL, 102-386,
approved Sept. 4, 1992 (104 Stat. 992).

T2Clause Fm)(1 FXAXv) aded by § 202 of P.L. 103403, approved Oct. 72, 1994 {108 Stat. 4180).

i (Rev. %)



§ T(my(113B) 1o
§ Hm(12)(B) 1
SMALL BUSINESS ACY

that seeks to borrow or has borrowed funds from the Small Business Administration to make .
microloans to small business concerns under this subsection; '

(B)  the term "microloan” means a short-term, fixed rate loan of pot  Microloan.”
more than $25,000, made by an intermediary 1o 3 startup, newly established, or growing
small buginess concern;

(C)  theterm “rural area” means any political subdivision or “Rural area ™
unincorporsted arca-- | |

() i a nonmetropolitan county {as defined by the
Secretary of Agriculture) or its equivalent thereof; or

{if}  inametropolitan county or its equivalent that has a
resident population of less than 20,000 if the Small Business Administration has determined
such political subdivision or area to be rural; and

(D)*** the term "sconomically distressed area”, as used in paragraph  “Economically

{4}, means a county or equivalent division of local government of a State in which the small  distressed wrea”
business concern is focated, in which, according to the most recent data available from the
Bureau of the Census, Department of Commerce, not less than 40 percent of residents have
an annual income that is at or below the poverty level. . |

{(12y°** DEFERRED PARTICIPATION LOAN PILOT.~In licu of making  Deferred
direct loans to intermediaries as authorized in paragraph (1)(B), during fiscal years 1995 participation
through 1997, the Administration may, on a pilot program basis, participate on a deferred  10an pilot.
basis of not less than 90 percent and not more than 100 percent on loans made to

intermediaries by a for-profit or nonprofit entity or by alliances of such entities, sublect to the
following conditions:

{A) NUMBER OF LOANS.--In carrying out this paragraph, the
Adrmnistration shall not participate in providing financing on a deferred basis to more than
10 intermediaries in urban areas or more than 10 intermediaries in rural areas.

(B) TERM OF LOANS.--The term of each loan shall be 10 years.
During the first year of the loan, the intermediary shall not be required to repay any interest
or principal. During the second through fifth years of the loan, the intermediary shall be - -
required to pay interest only. During the sixth through tenth years of the loan, the
intermediary shall be required to make interest payments and fully amortize the principal.

233Gubparagraph Hm¥(} XD} added by § 208(5%2) of P.L. 103403, approved Oct. 22, 1994 (108 Stat. 41%2). Subsection
208(c) provides that “[t]he amendments made by this section shall remain {n effect during the period beginning on the date of
enactment of this Act and ending on October 3, 18977 .

%3 paragraph 7(m){12) added by § 201 of P.L. 103-403, approved Oct. 22, 1994 (108 Stat. 4180},
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(C) INTEREST RATE.--The interest rate o each loan shall be
the rate specified by paragraph (3)(F) for direct loans.

(137 EVALUATION OF WELFARE-TO-WORK MICROLOAN - Evaluation;
INITIATIVE - On January 31, 1999, and annually thereafier, the Administration shall Cf:ngm.s&
submit to the Committees on Small Business of the House of Representatives and the
Senate a report on any monies distributed pursuant to paragraph (4)(F).
» Repayment
0y REPAYMENT DEFERRED FOR ACTIVE DUTY RESERVISTS. " deferral for
active duty
{13 DEFINITIONS.—~In this subsection: reservists.
(A)  ELIGIBLE RESERVIST.—The term “eligible reservist” oo,
means a mnember of a reserve component of the Armed Forces ordered 10 active duty
during a period of militacy conflict.
(BY ESSENTIAL EMPLOYEE.—The torm “essential “Essentiaj

employee” means an individual whe is employed by 2 small business concern and whose  employee ™
managerial or technical expertise is critical to the successful day~to-day operations of that
smal! business concern. :

(C)  PERIOD OF MILITARY CONFLICT.~~The term “period  wperiog of
of military conflict” means ‘ _ mititary
‘ conflict.”
{ a period of war declared by the Congress; '

{ii)  aperiod of national emergency declared by the
Congress or by the President; or

(it})  aperiod of a contingency operation, as defined in
section 101(a) of title 10, United States Code. .
, “Cuakified
(DY QUALIFIED BORROWER —The term “qualified © borrower

borrower” meang--

{1} an individual who is an eligible reservist and who
received a direct loan under subsection (a) or (b) before being ordered to active duty; or

(ii) a small business concem that received a direct loan
under subsection (g} or (b) before an eligible reservist, who is an essential employee, was
ordered to active duty.

5 parapraph 7(m)13) added by § 202(a)(5) of P.L. 105-135, approved Dec. 2, 1997 (131 Stat. 2600},

24 New subsection T(n) added by § 402(a) of P,L. 106-50, approved August 17, 1999 (113 Stat. 244).
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(2) DEFERRAL OF DIRECT LOANS — Deferr

direct

{A} IN GENERAL —The Administration shall, upon written
request, defer repayment of principal and interest due on 2 direct loan made under
subsection (g} or (b}, if such loan was incurred by a qualified borrower,

{8} PERIOD OF DEFERRAL.—The period of deferral for
repayment under this paragraph shall begin on the date on which the eligible reservist is
ordered to active duty and shall terminate on the date that is 180 days after the date such
eligible reservist is discharged or released from active duty.

(C) INTEREST RATE REDUCTION DURING
DEFERRAL. —Notwithstanding any other provision of law, during the period of deferral
described in subparagraph (B), the Administration may, in its discretion, reduce the
interest rate on any loan qualifying for a deferral under this paragraph.

(3)  DEFERRAL OF LOAN GUARANTEES AND OTHER Deferral of
FINANCINGS —The Administration shall— cuarantees.
{A} encourage intermedianes participating in the program
under subsection (m} to defer repayment of a Joan made with proceeds made available
under that subsection, if such loan was incurred by a small business concern that is
eligible to apply for assistance under subsection (b)(3); and .

{B) . not later than 30 days after the date of the enactment of thig
subsection, establish guidelines to

(i) encourage lenders and other intermediaries 1o defer
repayment of, or provide other relief relating to, loan guarantees under subsection {(a} and
financings under section 504 of the Small Business Investment Act of 1958 that were
incurred by small business concerns that are eligible to apply for assistance under
subsection (b}{3), and loan guarantees provided under subsection {m) if the intermediary
provides relief to a small business concern under this paragraph; and

{iiy  implement a program o provide for the deferral of
repayment or other rehef to any intermediary providing relief 10 a small business
borrower under this paragraph,

§8. (2 (1) It shall be the duty of the Administration and it is hereby SBA's

. . .. \ additional
empowered, whenever it determines such action is necessary or appropriate - powers.

15 USC 837,
(A) 1o enter into contracts with the United States Government
and any depariment, agency, or officer thereof having procurement powers obligating the
Administration to furnish articles, equipment, supplies, services, or materials to the
Government or to perform construction work for the Government. In any case in which
the Administration certifies to any officer of the Government having procurement powers .

{Rev. 2, Change 1)
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that the Administration is competerit and responsible to perform any specific Government
procurement contract to be let by any such officer, such officer shall be authorized in his
discretion to Jet such procurement contract to the Administration upon such terms and
conditions as may be agreed upon between the Administration and the procurement
officer. Whenever the Administration and such procurement officer fail to agree, the
matter shall be submitted for determination to the Secretary or the head of the appropriate
department or agency by the Administrator. **’Not later than 3 days from the date the
Administration is notified of a procurement officer’s adverse decision, the Administration
may notify the contracting officer of the intent t¢ appeal such adverse decision, and
within 15 days of such date the Administrator shall file a written request for a
reconsideration of the adverse decision with the Secretary of the department or agency
head. For the purposes of this subparagraph, a procurement officer's adverse decision
inchudes a decision not to make available for award pursuant 10 this subsection a
particular procurement requirement or the failure to agree on the terms and conditions of
a contract to be awarded noncompetitively under the authority of this subsection. Upon
receipt of the notice of intent fo appeal, the Secretary of the department or the agency
head shall sugpend further action regarding the procurement until a written decision on
the Administrator's request for reconsideration has been issued by such Secretary or
agency head, unless such officer makes a written determination that urgent and _
compelling circumstances which significantly affect interests of the United States will not
permit waiting for a reconsideration of the adverse decision. If the Administrator's
request for reconsideration is denied, the Secretary of the department or agency head
shall specify the reasons why the selected firm was determined to be incapable 1o perform
the procurement requirement, and the findings supporting such determination, which

shall be made a part of the contract file for the requirement. A contract may not be
awarded under this subsection if the award of the contract would result in a cost to the
awarding agency which exceeds a fair market price;?™

(B o arrange for the performance of such procurement
contracts by negotiating or otherwise letting subcontracts to socially and economically

FSentences from "Not later than 5 days” to last sentence of paragraph added by § 303(d) of PL 100-658, spproved Nov,
15, 1988 (102 Stat. 3870).

B8 ast clause added by § 921(b) 2} of PL 95-661, approved Nov. 14, 1986 (100 Sta. 3814),

D Former § S(aH1XB) deleted by § 207(1) of P.L. 101374, approved Nov, .¥ 3, 1990 (104 Swmat. 2820). Former § 8(a)}1XC)
renwmbered a3 § $(a) 1 KB} and new § 8(a)(1 XC) added by sections 207(3) and (4} of P.L. 101-574, respectively. Former §
8éa){ 1 ¥ Biread:

{1} 1 enter into contracts with such agency®, as shall be designated by the President, to fumish articles,
equipment, supplies, services, or materials, or 1o perform constroction work for such agency. I ay case in which
the Administration certifies to any officer of such agency having procurement powers that the Administration is
competent and responsible to perform any specific procurement contract to be Iet by any such officer, such officer
shall let such procurement contract to the Admimistration upon such terms and conditions as may be agresd upon
berween the Administration and the procureznent officer. I the Admiristration and such procurement officer fail
1o agree on such terms and conditions, either the Administation or such officer shall promptly notify, in writing,
the head of such agency. The head of such agency shall have five days (exchusive of Saturdays, Sundays, and legsl
holidays) to establish the terms and conditions upon which such procurement contract may be let (o the
Administation, and shall communicate in writing 1o the Administration the 1erms and conditions so established.

{Rev. 9, Change 1)
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disadvantaged small business concerns for construction work, services, or the
manufacture, supply, assembly of such articles, equipment, supplies, materials, or parts . ‘
thereof, or servicing or processing in connection therewith, or such management services

as may be necessary to enable the Administration to perform such contracts;

(€}  to make anaward to a small business concern owned and
controlled by secially and economically disadvantaged individuals which has completed
its period of Program Participation as prescribed by section 7(G)(15), if-- '

{i} the contract will be awarded as a result of an offer
(including price} submitted in response to a published solicitation relating to a
competition conducted pursuant to subparagraph (D); and-

(iiy  the prospective contract awardee was a Program
Participant eligible for award of the contract on the date specified for receipt of offers
contained in the contract solicitation; and®*

Within five days {exchusive of Saturdays, Sundays, and legal holidays) after the receipt of such wriren
comrmunication, the Administration shall decide whether (o perform such procurement contract or withdraw its
prior certification that the Administration is competent and responsible to perform such contract; and
* Before enactment of PL 99-367, approved Ocx. 27, 1986 (100 Stat, 31883, former § 8(2)(1X(B) made an exception for the
Department of Defense.

#RSentence deleted by § 207(2) of P.L. 101574 readds: “No contract may be entered into under subparagraph (B) after
September 3G, 19887 T

' {Revw. 9, Change 1)
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O Gy A contract opportunity offered for award pursvant to
this subsection shall be awarded on the basis of competition restricted to eligible Program
Participants if--

§; there is a reasonable expectation that at least
two eligible Program Participants will submit offers and that award can be made at a fair
market price, and

{II)  the anticipated award price of the contragt
{including options) will exceed 33,000,000 in the case of a contract opportunity assigned a
standard industrial classification code for manufacturing and $3,000,000 (including options)
in the case of all other contract opportunities.

(i)  The Associate Administrator for Minority Small
Business and Capital Ownership Development, on a nondelegable basis, is authonized to
approve a request from an agency to award a contract opportunity under this subsection on
the basis of a competition restricted to eligible Program Participants even if the anticipated
award price is not expected to exceed the dollar amounts specified in clause (()(I1). Such
approvals shall be granted only on a limited basis,

{2}  Notwithstanding subsections (a) and {c) of the first section of the Act  Performance
entitled "An Act reguiring contracts for the construction, alteration, and repair of any public  bonds.
building or public work of the United States to be accompanied by a performance bond
protecting the United States and by additional bond for the protection of persons fumishing
material and {abor for the construction, alteration, or repair of said public buildings or public 49 g 703
works,” approved August 24, 1935 (49 Stat. 793}, no small business concern shall be
required to provide any amount of any bond as a condition of receiving any subcontract
under this subsection if the Administrator determines that such amount is tnappropriate for
such concern in performing such contract: Provided, That the ﬁdmuustraiar shall exercise
the authority granted by the paragraph only if -~

(A}  the Administration takes such measures as it deems appropriate
for the protection of persons furnishing materials and labor to a small business receiving any
benefit pursuant to this paragraph;

(B) the Administration assists, insofar as practicable, & small
business receiving the benefits of this paragraph to develop, within a reasonable period of
time, such financial and other capability as may be needed to obtain such bonds as the
Administration may subsequently require for the successful completion of any program
conducted under the authority of this subsection;

{Cy  the Administration finds that such smal} business is unable to Surety bond

obtain the requisite bond or bonds from a surety and that no surety is willing to issue such %’ées% ;
a

498estion 8(a)(1)(D) added by § 303(b) of PL 100-656, approved Nov. 195, 1988 (102 Stat, 3869),
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bond or bonds subject to the guarantee provisions of Title IV of the Small Business
Investment Act of }938; and ,

. {D) the small business is determined to be 2 startup concern and
such concern has not been participating in any program conducted under the authority of this
subsection for a period exceeding one year.

The authority to waive bonds provided in this paragraph (2) may not be exercised after
September 30, 1988442

(3)  {A¥*? Any Program Participant selected by the Administration to
perform a contract to be et noncompetitively pursuant to this subsection shall, when
practicable, participate in any negotiation of the terms and conditions of such contract.

B) @ Far purposes of paragraph (1) a "fair market price” shall
be determined by the agency offering the procurement requirement to the Administration, i in
accordance with clauses (ii) and (iii).

{iiy  The estimate of a current fair market price for a new
procurement requirement, or a requirement that does not have a satisfactory procurement
history, shall be derived from a price ar cost analysis. Such analysis may take into account
prevailing market conditions, commercial prices for similar products or services, or data
obtained from any other agency. Such analysis shall consider such cost or pricing data as
may be timely submitted by the Administration.

. (iii}  The estimate of a current fair market price fora
procurement requirement that has a satisfactory procurement history shall be based on recent
award prices adjusted to insure comparability. Such adjustments shall take into account
differences in quantities, performance tines, plans, specifications, transportation costs,
packaging and packing costs, labor and matertals costs, overhead costs, and any other
additional costs which may be deemed appropriate,

. {C)  Anagency offering a procurement requirement for potential
award pursuant to this subsection shall, upon the request of the Administration, promptly
submit to the Administration a written staterment detailing the method used by the agency fo
estirate the current fair market price for such contract, identifying the information, studies,
analyses, and other data used by such agency. The agency's estimate of the current fair
market price {and any supporting data furnished to the Administration} shall not be disclosed
to any potential offeror {other than the Administration).

i
1

“Fair market
price.”

*Uiprogram extended to Sept. 36, {988, by § 3 of PL 98367, approved Get. 27, 1986 (100 Stat, 3188), no further extensions

enacted. See § G I3yof the Act,

M2%ection ${a)(3)(A) reswritien and paragraphs 8(a)(3)(B) through (D) added by § 303{e) of PL 100-638, approved Nov. .

1988 {152 Stat, 3870}
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{I A small business concem selected by the Administration to
perform or negotiate a contract to be let pursuant to this subsection may request the
Administration 1o protect the agency's estimate of the fair market price for such contract
pursuant to paragraph (1)(A).

(4) (A} For purposes of this section, the term "socially and :ff:iﬁii:g;
economically disadvantaged small business concern” means any small business concem disadvantaped
which meets the requirements of subparagraph (B) and -~ smatl business

concemn.”
(i)  whichis at least 51 per centum unconditionaliy®**
owned by
{Iy *  oneormore sbciaiiy and economically
disadvantaged individuals,

. D)  aneconomically disadvantaged Indian tribe {or
a wholly owned business entity of such tribe),?** or

({1} an economically disadvantaged Native
Hawailan organization, or

(11}  inthe case of any publicly owned business, at least 51
per centum of the stock of which is unconditionally owned by--

M one or more socially and economically
disadvantaged individuals,

, (H)  an economically disadvantaged Indian tribe {or
a wholly owned business entity of such tribe}, or .

: ({11}  an economically disadvantaged Native
Hawaiian ergardization,

(B) A small business concern meets the requirements of this
subparagraph if the management and daily business operations of such small concem are .
conirotled by one or more ~

. {i) sociaily and economically disadvantaged individuals
described in subparagraph (A)(i)(1) or subparagraph (AYGi)I), or

#2Term "unconditionally” in subsections B(a)4)(A)i) and (i) added by subsections 6{23{1} and (2) of PL. 141.37, approved
Rme 15, 1989 (103 Stat. 72), respectively,

24¢Phrase "or wholly nwned business entity of such tribe” in sabsections S(a) (XA XTI and Bla}4X AN added by §
204(b)(1 )Y and {21, respectively, of P.L. 101-374 {104 S1at. 2819), approved Nov. 13, 1390,
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(i)  members of an economically disadvantaged Indian trzbf; .
described in subparagraph (AJ(EXII) or sszpaxagrap%; (A or :

(il  Native Hawaiian organizations described in

subparagraph (AXD(I11) or subparagraph (A XIIT).%%¢

- {(CY¥* Each Program Participant shall certify, on an annual basis, that
it meets the requirernents of this paragraph regarding ownership and control.

(5)  Socially disadvantaged individuals are those who have been subjected Socially
to racial or ethnic prejudice or cultural bias because of thewr identity as a member of a group  disadvantaged

without regard to their individual qualities. mdividual. ©
. e o ‘ L
(6) (A) Economically disadvantaged individuals are those socially s‘;?i?rgﬁtage)é

disadvantaged individuals whose ability to compete in the free enterprise system has been  jndividual
impaired due to diminished capital and credit opportunities as compared to others in the same

business area who are not socially disadvantaged. In determining the degree of diminished

credit and capital opportunities the Administration shall consider, but not be limited to, the

assets and net worth of such socially disadvantaged individual. In determining the economic

disadvantage of an Indian tribe, the Administration shail congider, where available,

information such as the following: the per capita income of members of the tribe excluding

judgment awards, the percentage of the local Indian population below ﬁzc poverty level, and

the tribe’s access to capital markets.?*® .

(B¥*** Each Program Participant shall anmually submit to the
Administration-- ’

{1 a personal financial staterment for each disadvantaged
owner; : :

‘ (i)  arecord of all pavments made by the Program
Participant to each of its disadvantaged owners or to any person or entity affiliated with such

*tigection S(a}{é) rewritien by § 18615 of PL 99-272, approved April 7, 1986 (100 Stat. 370), 10 add "an econamically
disadvantaged Indian tribe® and its members to the definition of “socially and economically disadvantaged small business
concern.” For definition of indian iribe, see § B{aX(13)

#é%ection R(a)(4) rewritten again 1o add “an economically disadvantaged Native Hawalian organization” (o the definition of
"socially and economically disadvantaged simall business concern® by § 207(c) of PL. 100-856, approved Nov, 18, 1988 (102
Stat. 3861}, For definition of Native Hawalian organization see § 8(a)(15).

#V%ection ${a}{4)X(C) added by § 209(b} of PL 100656, approved Nov. 15, 1988 (102 Stat, 3864),

#4PLast sentence added by § 8013(c) of PL 99-272, appreved April 7, 1986 {106 Stat. 371).

“9paragraphs S((6XB) throuph (F) added by § 209(2) of PL. 100-654, spproved Nov. 15, 1988 (102 Stat. 3863), effec
October 1, 1989, per § 803 thereof, !
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owners; and ) -

(iii}  such other information as the Administration may deem
necessary 1o make the determinations required by this paragraph.

© @ Whenever, on the basis of information provided by a Review,
Program Participant pursuant to subparagraph (B} or otherwise, the Administration has
reason to believe that the standards to establish economic disadvantage pursuant to
subparagraph {A) have not been met, the Administration shall conduct a review to determine
whether such Program Participant and its disadvantaged owners continue to be impaired in
their ability to compete in the free enterprise system due to diminished capital'and credit
opportunities when compared to other concems in the same business area, which are not
socially disadvantaged.

(i)  If the Administration determines, pursuant to such
review, that a Program Participant and its disadvantaged owners are no fonger economically
disatvantaged for the purpose of receiving assistance under this subsection, the Program = -
Participant shall be graduated pursuant to section 7({10)(G} sub;ect to the rzghi 10 a hearing
as provided for under paragraph (9).

Oy Whenever, on the basis of information provided by 2 g0 000
Program Participant pursuant to subparagraph (B} or otherwise, the Administration has of assets.
reason to believe that the amount of funds or other assets withdrawn from a Program
Participant for the personal benefit of its disadvantaged owners or any person or entity
affiliated with such owners may have been unduly excessive, the Administration shall
conduct a review o determine whether such withdrawal of funds or other assets was
detrimental to the achievement of the targets, objectives; and goals contained in such
Program Participant’s business plan.

(i)  If the Administration determines, pursuant to such
review, that funds or other assets have been withdrawn to the detnment of the Program
Participant's business, the Administration shall--

{1 initiate a proceeding to terminate the Program
- Participant pursuant to section 7(j)(103(F), subject to the right 10 a hearing under paragraph
{9 or

{IE} require an appropriate reinvestment of funds or
other assets and such other steps as the Administration may deem necessary to ensure the
protection of {he concern. :

(E)  Whenever the Administration computes personal net worth for  Exchusions

any purpose under this paragraph, it shall exclede from such computation-- from net
. worth.

{i) the vahie of investments that disadvantaged owners
have in their concerns, except that such value shall be taken into account under this paragraph
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when comparing such conceras to other concermns in the same business area that are owned by ;
other than socially disadvantaged persons;

(i)  the equity that disadvaniaged owners have in their
primary personal residences, except that any portion of such equity that is attributable to
unduly excessive withdrawals from a Program Participant or a concern applying for program
participation shall be taken into account.

(7  {A)  Nosmall business concern shall be deemed eligible forany  Reagonasie
assistance pursuant to this subsection unless the Administration determines that with prospects for
coniract, financial, technical, and management support the small business concem will be SUECESS,
able to perform contracts which may be awarded to such concern under paragraph (1)(C) and
has reasonable prospects for suceess in competing tn the private sector.?%¢

{B)*>! Limitations established by the Administeation in its regulations  Legical
and procedures restricting the award of contracts pursuant 10 this subsection 10 & limited business
number of standard industrial classification codes in an approved business plan shall not be  Progression.
applied in 2 manner that inhibits the logical business progression by a participating small
business concern into areas of industrial endeavor where such concemn has the potential for

BILCLSS.
z

W0%ection 203 of P.L., 101574, approved Nov. 15, 1990, provides: \ . ’

{3} The Small Rnsiness'Administtaﬁan may prescribe aminimom peried of time during which & prospective
Participant must be in operation in order 1o meet the eligibility requirements of section B8{a){7¥A) of the Small Business Act
(15 0.8.C. 837(a)7¥A)), only if the Administration provides a waiver of such minimum period as set forth in subsection (b).

() {1} The Administration shall provide that any requirsment it establishes regarding the period of time 2
prospective Prograr Participant must be in operation may be waived and, a prospective Program Partizipast who otherwise

maeets the reqeizaments of section $aX7)(A) of the Small Busm:ss Acz, shall be conszdmad 1o have demonstroted reasonabie
prospects for sucoess, if-- .

(A} the individual or individuals upon whém eligibility is to be based have substantial and
demanstrated business management experience;

8) the prospective Program Partiqipzix}t has demonsirated technical expertise (0 carry out its business
plan with a substantial likelihood for suecess;

{C) the prospective Program Participant has adeguate capital to carry out its business plas;

03] the prospective Program Participant has, or can demotistrate its ability o timely obtain, the
personnel, facilities, equipment, and any other requirements needed © perform such contracts,

2} The authonity fo make the determination that a prospective Program Participant has demonstrated its
potential for success by meeting the crileria specified in paragraph (1) of this subsection shall be made by the
Administrator of the Small Business Administration, or a designee of such officer. .

#518ection B(a)(T)(B) added by § 303({g) of PL 100-656, approved Nov. 15, 1988 {102 Stat. 3872),
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(§&)  All determinations made pursuant to paragraph (5)-with respect to Prejudice or
whether & group has been subjected to prejudice or bias shall be made by the Administrator  bias
after consultation with the Associate Admirndstrator for Minority Small Business and Capital determination.
Ownership Development. All other determinations made pursuant to paragraphs (4), (8), (6),
and (7) shall be made by the Associate Administrator for Minerity Small Business and
Capital Ownership Development under the supervision of, and responsible to, the
Administrator.***

{95%%% (A)  Subject o the provisions of subparagraph (E}, the Procedural
Administration®>*, prior to taking any action described in subparagraph (B), shall provide the due process.
small business concem that is the subject of such sction, an opportunity for a hearing on the
record, in accordance with chapter 3 of title 5, United States Code.

(B}  The actions referred to in subparagraph (A} are—

)] denial of program admission based upon a negative
determination pursuant 1o paragraph {(4), (3), or (&);

(ii}  atermination pursuant to section 7(3)(10XF);
(i}  agraduation pursuant to section 7 100G and

{iv) the denial of a request to issue a waiver pursuant 1o
paragraph (Z1XB).

(C}  The Administration's®"® proposed action, in any proceeding
conducted under the authority of this paragraph, shall be sustained unless it is found to be
arbitrary, capricious, or contrary 1o law.

(D} A decision rendered pursuant to this paragraph shall be the
final decision of the Administration and shall be binding upon the Administration and those
within its employ.

(£}  The adjudicator selected to preside over a proceeding
conducted urxler the msthority of this paragraph shall decline to accept jurisdiction over any
matter that--

#32Gection 8(a)(8) rewritten by § 105 of PL 96-481, approved Oct. 21, 1980 (94 Stat. 2321).

2528ection R(a)9) rewritten by § 409 of PL 108-656, approved Nov. 15, 1988 (102 Stat. 3878), to speli out the procedural
due process requirements for a denial of assistance,

e Administration” substinited for "Administrator” by § {7(1) of PL 18137, approved June 15, 1989 (103 Smt, 743

#5Reference 10 "section 7 I0XGY changed from "section 7GH1OHH)" by § 17(2) of PL 101-37, supra.
255 Administration’s” substined for “Administrator’s” by § 17(3) of PL 101-37, supra.
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O does not, on its face, allege facts that, if proven to be
true, would warrant reversal or modification of the Admindstration's position;

(i) is untimely filed;

(i)  is not filed in accordance with the rules of procedure
governing such proceedings; or

{iv}  has been decided by or is the subject of an adjudication
before a court of competent junisdiction over such matters.

(Fy  Proceedings conducted pursuant to the authority of this
paragraph shall be completed and a decision rendered, insofar as practicable, within ninety
days after a petition for a hearing is filed with the adjudicating office.

{10} The Administration shall develop and implement an outreach program Ouereach.

to inform and recruit siall business concerns to apply for eligibility for assistance under this
subsection, Such program shall make & sustained and substantial effort to solicit applications
for certification from small business concerns located in areas of concentrated unemployment
or underemployment or within labor surplus areas and within States having relatively few
Program Participants and from small disadvantaged business concems in industry categories
that have not substantially participated in the award of contracts let under the authority of this
subsection,**’

{11} To the maximum extent practicable, construction subcontracts awarded
by the Administration pursuant to this subsection shall be awarded within the county or State
where the work is to be performed.

(12)**%(A}  The Administration shall require each concemn eligible to
receive subconfracts pursuant to this subsection to annually prepare and submit to the
Administration a capability statement. Such statement shall briefly describe such concerr’s
various contract performance capabilities and shall contain the name and telephone number
of the Business Opportunity Specialist assigned such concern. The Administration shall
separate such statements by those primarily dependent upon local contract support and those
primarily requiring a national marketing effort. Statements primarily dependent upon local
contract support shall be disseminated to appropriate buying activities in the marketing area
of the concern. The remaing statements shall be disseminated to the Directors of Small and
Disadvantaged Business Utilization for the appropriate agencies who shall further distribute
such statements to buying activities with such agencies that may purchase the types of items
or services described on the capability statements,

7L ast sentence in § 8(a)(10) added by § 201(b) of PL. 100-656, approved Nov. 15, 1988 {182 St 3838).

. ‘
I

Capability
statements

23kSectian 8(a)(12) rewsitten by § 501 of PL. 190-656, approved Now. 15, 1988 {102 Stat. 3880}, effective October 1, }98.

per § BO3(63YC) thereof. For prior text, see § 202(z) of PL $5-5807, approved Oct. 24, 1978 (92 S, 1757).
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{(B) Contracting activities receiving capability statements shall,
within 60 days after receipt, contact the relevant Business Opportunity Specialist to indicate
the number, type and approximate dollar value of contract opportunities that such activities
may be awarding over the succeeding 12-month period and which may be appropriate to
consider for award to those concerns for which it has received capability statements.

(C)  Fach executive agency reporting to the Federal Procurement Commract
Data System contract actions with an aggregate value in excess of $50,000,000 in fiscal year ?mm“
1988, or in any succeeding fiscal year, shall prepare a forecast of expected contract )
opportunities or classes of contract opportunities for the next and succeeding fiscal years that
small business concems, including those owned and controlled by socially and economically
disadvantaged individuals, are capable of performing. Such farecast shall be periadically
revised during such year. To the extent such inforination is available, the agency forecasts
shall specify: ]

{i) The approximate number of individual contract
opportunities (and the number of opportunities within a class)

(i}  The approximate dollar value, or range of dollar values,
for each contract opportunity or class of contract opportunities.

(iil)  The anticipated time (by fiscal year quarter) for the
issuance of a procurement request.

{iv)  The activity responsible for the award and
administration of the contract, -

{00y  The head of each executive agency subject to the provisions of
subparagraph (C) shall within 10 days of completion furnish such forecasts to--

(1) the Director of the Office of Small and Diisadvantaged
Business Utilization established pursuant to section 15(k) for such agency; and

(i} the Administzator,

(E)  The information reported pursuant to subparagraph (I3) may be
limited to classes of iterns and services for which there are substantial annual purchases.

(F)  Such forecasts shall be available to small business concerns.

(13)*°% For purposes of this subsection, the term “Indian tribe” means any “Indian wibe.”

3New § Bla¥13) added by § 18615(d) of PL 99-272, approved April 7, 1986 (100 Stat. 371). For definkion of "Qualified
Indian Tribe” under § 7, see § 3445,
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Indian tribe, band, nation, or other organized group or conununity of Indians, including any 3
Alaska Native village or regional or village corporation (within the meaning of the Alaska
Native Claims Settlement Act) which »

(A}  isrecognized as eligible for the special programs and services
provided by the United States to Indians because of their status as Indians, or

{B} isrecognized as such by the State in which such uibe, band,
nation, group, or community resides.

(14Y%%(A) A concern may not be awarded a contract under this " Composition
subsection as a small business concern unless the concern agrees that - of labor force.

' {1) in the case of a contract for services {except
canstructm:zl at least 50 percent of the cost of contract performance incurred for personnel
shall be expended for employees of the concerny; and

{ii) i the case of a contract for procurement of supplies
{other than procurement from 2 regular dealer in such supplies), the concen will perform
work for at least 50 percent of the cost of manufacturing the supplies (not including the cost
of materials).

(B}  The Administrator may change the percentage under ciaizse {)
or {it) of sui};magraph (A) if the Administrator determines that such change is necessary to
reflect conventional industry practices among business concerns that are below the numerical
size standard for businesses in that industry category. A percentage established under the
preceding sentence may not differ from a percentage established under section 15(0).

. z

(Cy  The Administration shall establish, through pubiie rulemaking,
requirements similar to those specified in subparagraph (A} to be applicable to contracts for
general and specialty construction and to contracts for any other industry category not
* otherwise subject to (he requirements of such subparagraph, The percentage applicable to
any such requirement shall be determined in accordance with subparagraph (B), except that
such 2 percentage may not differ fmm a percentage established under section 13(o) for the
same industry category.*®!

250N ew § 8(a)(14) added by § 921{c)(1) of PL 99-661, 2ppraved Nov. 14, 1986 (100 Stat. 3816).

1R eference to section 13{o) at end of parsgraphs (B)and {C} substituted for reference to section 13{n) hy section 1{5¥3)
PL. 180-26, epproved April 21, 1987 (101 Stat. 273).

114 {Bev. 9}



§ B)IN w

§ Ba)(26)(A)
SMALL BUSINESS ACT
{15)*%? For purposes of this subsection, the term "Native Hawaiian “Native

Organization” means any community service organization serving Mative Hawalians in the  Hawaian
State of Hawaii which-- ] Organization.

(Ah is a not-for-profit organization chartered by the State of
Hawaii,

{B)| iscontrolled by Native Hawaiians, and

(©) ! whose business activities will principally benefit such Native
Hawaiians. )

(16)**(A)}| The Administration shall award sole source contracts under this Se:f; ing.

*2Qection Ba} Sy added by § 26?{&} of PL. 100-656, approved Nov. 15, 1988 {102 Siat. 3861). Section (k) of P, 10137,
spproved hune 15, 1988 (143 Stat, 733 changed “organizations” o "Urganization.®

2635ection $(aY(16) added by § 303(c) of PL 100-636, approved Nov. 15, 1988 (102 Saat. 3870). Section 602 of FL 100-656
{102 Stat. 3887) provides: ’

{a) Section 8(3)(156) .shalt not apply to Program Participants that are owned and controlted by economically
disadvantaged Indian trilbes. a3 defined pursuant to paragraphs (4) and (13) of section S(a) of the Small Business
Act,

j
(b) The Administration is authorized to award a contract pursuant to section 8(a) of the Small Business Actio
a joint venture nom’tthﬁtamimg the size sfatus of such joint venture if--

{1} @ party 1o the joint venture is a Program Panticipant that is owned and controlied by an

economically disadvantaged Endian tribe (as defined pursuant to paragraphs (4} and {13) of section 8¢a} of the Smal!
Business Act and

{2} such Propram Participant:

(A) owns 51 per centum of more of sac}i jolnt venture;

H

(B) is located on the reservation of such tribe;

{Cy : performs maost of its activities on such reservation, and

|

) amploys mersbers of such wibe for at keast 50 per centun of its total workforce.
ic) A Program Participant, 55 & party to a joint venture shall receive no more than two contracts due sulely 10
the provigions of az.x?&sex:?an {3, .
{H The Admmmzxé:wa may permit more than one small business concem owned by a socially and

cconomicalty disadvantaged Indian tribe 10 be eligible for assistance pursuant to this section if--

N the Indian wribe does not pwn another finn in the same industry which has bees determined fo be
eligibie to receive contracts under this program, and
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section to any small business concern recommended by the procuring agency offering the .
contract opportunity if-- '

(i) the Program Participant is determined to be a
responsible contractor with respect to performance of such contract opportunity;

(i)  the award of such contract would be consistent with the
Program Participant’s business plan; and

(iii)  the award of the contract would not result in the
Program Participant exceeding the requirements established by section 7(3)(10)(1).

(B) To the maximum extent practicable, the Administration shall
promote the equitable geographic distribution of sole source contracts awarded pursuant to
this subsection.

(17)*%4(A)  An otherwise responsible business concem that is in
compliance with the requirements of subparagraph (B) shall not be denied the opportunity to
submit and have considered its offer for any procurement contract for the supply of a product  Non-
to be let pursuant to this subsection or subsection (a) of section 15 solely because such manufacturer.
concern is other than the actual manufacturer or processor of the product to be supplied under

the contract. .
(B)  To be in compliance with the requirements referred to in |
subparagraph (A), such a business concern shall—

(i) be primarily engaged in the wholesale or retail trade;

(11)*®° be a small business concern under the numerical size
standard for the Standard Industrial Classification Code assigned to the contract solicitation
on which the offer is being made; .

(iii) bea regulai dealer, as defined pursuant to section 35(a)
of title 41, United States Code (popularly referred to as the Walsh-Healey Public Contracts
Act), in the product to be offered the Government or be specifically exempted from such

I 2) the individuals responsible for the management and daily operations of the concern do not manage
f more than two Program Participants.
m& {(e) Subsection (b) shall cease to be effective after September 30, 1994, [Sunset date changed from 1991 to
J\ 1994 by § 205(2) of PL 101-574, approved Nov. 15, 1990 (104 Stat. 2820)].
t,E\

\" 2645¢ction 8(a)(17) added by § 303(h) of PL 100-656, approved Nov. 15, 1988 (102 Stat. 3872).

265New subsection &(a)(17)(B)(ii) added and existing subsections renumbered by § 10(e) of PL 101-37, approved June 15,
1989 (103 Stat. 73).
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section by section 7(N(13¥C); and .
{ivy*%¢ represent that it will supply the product of a domestic
small business manufacturer or processor, unless a waiver of such requirement is granted--
’ O by the Administrator, after reviewing a
determination by the cazxtraacung officer that no small business manufacturer or processor can
reasonably be expected m offer a product meeting the specifications {(including period for
performance required Qif an offeror by the solicitation; or

!

: (I} by the Administrator for a product {or class of
products), after determining that no small business manufacturer or processor is available to
participate in the Federal procurement market.

(18)*57(A)  No person within the employ of the Administration shall,
during the term of such empla}*mcnt and for a period of two years after such employment has
been terminated, engage in any activity or transaction specified in subparagraph (B) with
respect to any Program Participant2®® during such person's term of employment, if such
person participated personally (either directly or indirectly) in decision-making
responsibilities relating 1o such Program Participant or with respect to the administration of
any assistance provided to Program Participants generally under this sabsectzm, section
TGX 10}, or section ?(33{28)

(B’f The activities and transactions prohibited b} subparagraph (A)

include~- ~

H

B ¢ the buying, selling, or receiving (except by inheritance)
of any legal or beneficial awaership of stock or any other ownership interest or the right to
scaquire any such interest;
| (ii)  the entering into or exccution of any written or oral
agwemem {whether or not legally enforceable) to purchase or otherwise obtain any right or
interest described in clause (i); or

(iii)  the receipt of any other benefit or right that may be an
incident of ownership, :

*eigubsection &:a}{i'i}{}%}{iv};mﬁm by § 210 of P.L. 101-574, approved Nov, 15, 1990 {104 Star, 2821).
;

i
#Section 8(a)(18) added by § 402 of PL 100-656, approved Nov. 15, 1988 (102 Stat. 3873).

(C} (i3 . The employees designated in clause (ii} shall annually -

SBA
employess,
prohibited

H
265Term "cenified” deleted by § 12 of PL 101-37, approved June 15, 1989 (103 Stat. 73), to make clear that the prohibition

applies to anyone who was a Program Participant during such employee's employment at SBA,
{

i

|
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subrait a written certification to the Administration regarding compliance with the
requirements of this paragraph.

(i)  The employees referred to in clause (i) arg-
{8 regional administrators;

(Ily  district directors;
(D) the Associate Administeator for Minority Small
Business and Capital Ownership Development;

{IV) employees whose principal duties relate to the
award of contracts or the provision of other assistance pursuant to this subsection or section
33 10); and

(V)  such other employees as the Administrator may
deem appropriate.

{(tii) Any present or former employee of the Administration
who viclates this paragraph shall be subject 10 a ¢ivil penalty, assessed by the Attomey
General, that shall not exceed 300 per centum of the maximum amount of gain such
employee realized or conld have realized as a result of engaging in those activities and
transactions prescribed by subparagraph (B). '

(iv)  Inaddition to any other remedy or sanction provided for
under Jaw or regulation, any person who falsely certifies pursuant to clause (i) shall be
subject to a civil penalty under the Program Fraud Civil Remedies Act of 1986 (31 US.C.
3801-3812).

. ‘*

(199%%%¢A)  Any employee of the Administration who has authority to take,  Pokitical

direct others to take, recommend, or approve any action with respect to any program or acticns
activity conducted pursuant to this subsection or section 7(3), shall not, with respect 1o any prohibited.
such action, exercise or threaten to exercise such authority on the basis of the political

activity or affilistion of any party. Employees of the Administration shall expeditiously Jg:?;_;m
report 1o the Inspector General of the Administration any such action for which such referral.

cmplovee's participation has been solicited or directed.

{B}  Any employee who willfully and knowingly violates ‘
subparagraph (A) shall be subject to disciplinary action®’® which may consist of separation
from service, reduction in grade, suspension, or reprimand.

263G ection HaX 19} added by § 403 of PL 100-555, approved Nov., 15, 1988 (102 Star. 3874),

*7ephrase “impased by the Administrator” deleted by § 13 of PL 101-37, approved June 15, 1989 (163 Stat. 73).
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|
{C)  Subparagraph {A) shall not apply to any action takenas a

penalty or other enfwcgiﬁent of a violation of any law, rule, or regulation prohibiting or
restricting political activity.

(D3  The prohibitions of subparagraph (A), and remedial measures
provided for under subparagraphs (B) and {C} with regard to such prohibitions, shall be in
addition to, and not in lieu of, any other prohibitions, measures or liabilities that may arise
under any other provision of law.

(20)*7*(A)  Small business concemns participating in the Program under
section 7()(10) and eligible to receive contracts pursuant to this section shall semiannually
report to their assigned Business Opporunity Specialist the following:

(B A listing of any agents, represeniatives, atiorneys,
accountants, consuliants, and other parties (other than employees) receiving compensation to
assist in obtaining a Federal contract for such Prograw Participant.

(i)  The amount of compensation received by any person
listed under clause (i) during the relevant reporting period and a description of the activities
performed in return for such compensation,

(B}  The Business Opportunity Specialist shall prompily review and
forward such report to the Associate Administrator for Minority Small Buginess and Capital
Ownership Development. Any report that raises a suspicion of improper activity shall be
reported immediately o the Inspector General of the Administration.

{C)  The failure to submit a report pursuant to the requurements of
this subsection and applicable regulations shall be considered "good cause” for the initiation
of a termination proceeding pursnant to section 7(GX10)(F).

(21)¥72(A}  Subject to the provisions of subparagraph (B), a contract
{inciuding options) awarded pursuant to this subsection shall be performed by the concern
that initially received such coniract. Notwithstanding the provisions of the preceding
sentence, if the owner or owners apon whom eligibility was based relinquish ownership or
contrel of such concern, or enter into any agreement to relinquish such ownership or control,
such corndract or option shall be terminated for the convenience of the Government, except
that no repurchase costs or other damages may be assessed against such concerns due solely
to the provisions of this subparagraph, .

i 8ection 8(a)(20) added by § 404 of PL. 100-658, approved Nov. {3, 1988 (102 Stat. 3874),

§ 8IS o
§ 8GH21XA)

Repors.

Inspector
General
referral

Contract
perfornnance

#R2Gaction B(a¥21) added by § 467 of PL. 100-656, approved Nov. 15, 1988 {102 Stat. 3876}, effective with respect to

comracts entered into on or after June 1, 1989, per § 383(b}(2) of PL 100-656.

119 (Bev. 9}



§ B@(2D(B) o

SMALL BUSTNESS ACT § R@2IHOHE)

{B)*"3 The Administrator may, on a nondelegable basis, waive the N
requirements of subparagraph (A) only if one of the following conditions exist:

(1) When it is necessary for the owners of the concern to
surrender partial control of such concern on a temporary basis in order to obtain equity
financing.

(it}  The head of the contracting agency for which the
contract 18 being performed certifies that termination of the contract would severely i zmp::w:
attainment of the agency's program ebje;:t;vcs or missions;

(itiy  Ownership and control of the concern that is
performing the contract will pass to apother small business concern that is 2 program
participant, but only if the acquiring firm would otherwise be eligible to receive the award
directly pursuant o subsection {a);

(iv)  The individuals upon whom eligibility was based are no
longer able to exercise control of the concern due to incapacity or death; or

{v)  When, in order to raise equity capital, it s necessary for
the disadvantaged owners of the concemn to relinquish ownership of a majority of the voting
stock of such concern, but only if-- ‘ .

, {I)  such concem has exited the Capital Ownership
Development Program;

(i) - the disadvantaged owners will maintain
ownership of the larpest single outstanding block of voting stock (including stock held by
affiliated parties); and

{IlI} the disadvaniaged owners will maintain control
of daily business operations. :

(C¥?* The Administrator may waive the requirements of
subparagraph (&) ife-

(i) in the case of subparagraph (B)(i), (if) and (iv), he is
requested to do so prior to the actual relinquishment of ownership or control; and

(i1}  in the case of subparagraph (B)(iii), he is. requested to

233gybsection B{aX21)(R) rewritten by § 16(1) of PL 18137, approved June 15, 1989 {103 Stax. 74),
27 New subsection 8(a}21XC) added and existing subsections 8{aK 21 YT} and (D) renumbered as 8{a}2 1 )13} and {E),

respectively, by § 16(2) of PL 101-37, approved June 135, 1989 (103 Stat. 74}, References o subparagraphs (B3] and
in subparsgraph (C¥i and {n} prvoneously roversed.
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do so as soon as possible after the incapacity or death ocours,

(D) Concerns performing contracts awarded pursuant to this
subsection shall be required to notify the Administration immediately upon entering an
agreement {either oral or in writing) to wransfer all or part of its stock or other ownership
interest to any other party.

(B} Notwithstanding any other provision of law, for the
purposes of determining ownership and control of a concern under this section, any
potential ownership interests held by investment companies licensed under the Small
Business Investment Act of 1958 shall be treated in the same manner as interests held by
the individuals upon whom eligibility is based.

(b  Itshall also be the duiy of the Administration and it is hereby cmpemmzi
whenever it determines such action is necessary -

(1¥"® (A) 1o provide technical and managerial aids to small business
concerns, by advising and counseling on matters in connection with Government
procurement and property disposal and on policies, principles, and practices of good
management, including but not limited 16 cost accounting, methods of financing, business ~ Cospon-
insurance, accident conhtrol, wage incentives, computer security, and methods sorship.
engineering, by cooperating and advising with voluntary business, professional,
educational, and other nonprofit organizations, associations, and institutions and with
other Federal and State agencies, by maintaining a clearinghouse for information
concerning the managing, financing, and operation of smali-business enterprises,
including information on the benefits and risks of franchising,””® by disseminating such
information, azzd by such other activities as are deemed appropriate by the
Administeation.””” Such assistance also may be provided to small business concerns by

*7 Section ${b)(1) redesignated as § B(O)1X{AS by § 1017 of PL 89-754, the Demonstration Cities and Metropolitan
Drevelopment Act of 1966, approved Nov. 3, 1965 (80 Stat. 1255}, which alse added the substance of subpar, {C} btlaw as
subpar. (B).

#*The reference to franchising was added by § 407 of P.L.. 163-403, approved Oct. 22, 1994 (108 Stat. 4192),

The words “computer security” and the scntences beginning with “{Sjuch assistance alsa may be provided .. " and
ending ihe gmgmph wi . services of the cosponsor” added by § 5(a) of PL, 98-362, approved July 18, 1984 (98 Star.
431), Thut sentetce is repealed on September 30, 1997, per § 401(a) of PL 103403, approved Oct. 22, 1994 (108 Stat.
41940). Section 5(b} of PL 98-362 provides:

{b} Not lster than December 1, 1987 the Small Business Administration shall report to thie Committees on Small
Business of the Senate and the United States House of Representatives on the impact of the assistance provided in
conperation with profismaking concerns pursuant to the smendment made by section 5{a)(2} of the Small Business
Computer Security and Education Act of 1984, The report shail inchide information on benefits provided to small
business concerns assisted by the Administration’s cooperation with profitmaking concerns and any negative
impact upon smali businesses resuiting from such cooperation with profitmaking concerns.”

Subsection 7(b) of PL, 98-362 provided that. e smendments to subparagraph 8(b)1){(A} would be repealed effective
Oct, 1, 1988, Subsection 131{a} of PL 100-590, approved Nov. 3, {988 (102 Stat. 3004}, changes the date of repeal (0
Dct. |, 1958, Bection 7(b) of PL 98-352 provides further: "Nething in this section shall preclude the Administrator

(Rev. 6, Change 1)
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paragraph referred (o as a "cosponsor™) 1o provide tzaining: Provided, That the
Adrministration shall take such actions as it deems appropriate 1o ensure that any
Administration program partxczpanng in such cosponsored activities receives appropriate
recognition and pubhc;ty, * and that the cooperation does not constitute or imply an
. endorsement by the Administration of the products or services of the cosponsor, to avoid
unnecessary promotion of the products or services of the cosponsor, and to minimize
utilization of any one cosponsor in a marketing area, Such actions shall include, but not
be limited to: (i) developing an agreement, executed on behalf of the agency by an
employee of the agency in Washington, District of Columbia, and who shall also
approve, in advance, any printed materials to be distributed at the conference,?” which
specifies the standard terms and conditions of the cooperation, the use of which shall be
mandatory; (ii) prohibiting any fee or charge from being imposed upon any small
business concern for receiving assistance in excess of 2 minimal amount to cover the
direct costs of providing such assistance; (iti) prohibiting the release to the cosponsor of
any of the Administration's lists of names and addresses of small business concemns; and
{(iv} requiring that all printed materials which contain the names of both the
Administration and the cosponsor include a proninent disclaimer that the cooperation
does not constitute or imply an endorsement by the Administration of the products or
services of the cosponsor. In the case of cosponsored activities which include the
participation of a Federal, State, or local public official or agency, the Administration
shall take such actions as it deems necessary to ensure that the cooperation does not
constitute or imply an endorsement by the Administration of or give undue recognition to .
the public official or agency, and the Administration shall ensure that it receives
appropriate recognition in all cosponsored printed materials, whethcr the participant is a
" profit making concern or a governmental agency or public official 2

the Administration through cooperation with a profit-making concern (hereafier in this .

{B)m To estabiish, ce%;:imzt, and publicize, and 1o recruit, select, | Vonteer
and train volunteers for (and 1o enter into contracts, grants, OF COOPETative agreements programs,
therefor), volunteer programs, inchuding a Service Corps of Retired Executives .

from continning such committee under the authority of section 8(bX3) of the Small Business Act and the Foderal ‘
Advisory Committer Aqr”

" rnis clause in the proviso added by § 131X 1) of Pl 190-390, approved Nov. 3, 1988 (102 Seat. 30043,

MThe phrase boginning with “execated” and ending with “conference”™ in § 8(h)(1)(AX1) added by section 131(0)(3) of
PL. 100590,

*The Jast sentence of section 8(bX1)(A) added by § 131(4)(2) of PL 100-590, approved Nov, 3, 1988 (102 Stat. 3004).
As originaily written, the sentence required SBA to receive "primary recognition”. Changed to "appropriate
recognition” by § (3) of PL 101-162, approvad Nov 21, 1989 (103 Stat. 1025). That same section added “public”
before "official” at the end of the sentence.

Rigpction S} 1{B) - (F) were added by § 161 of PL $5-510, approved Oct. 24, 1978 (52 Stat. 1780), effective Oct. 1,
1979, For prior history of this section, see § 1017 of PL 89754, the Demonstration Cities and Metropolitan

Deveiopment Act of 1966, approved Nov. 3, 1966 (80 Star. 1235); § 105 of PL 90-104, the Small Busigess Act
Amendments of 1967, approved Qct. 11, 1967 {81 Stat. 268} and § 302(2) of PL 93-113, the Domwestic Volunteer

Service Act of 1973, approved Oct. 1, 1973 (87 Sw. 384}, For PL $3.113, see page 911 of this Handbook, '

{Rev. 8, Change 1}
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(SCOREY® and an Active Corps of Executive (sic) (ACE) for the purposes of section
B(b)Y1)(A) of this Act; and to

2 coction 301{a) of P.L. 106-50, approved August 17, 1999 {113 St 242), provides:

{z) IN GENERAL ~The Administrator of the Small Business Administration shall enterinto a
memorandum of understanding with the Service Core {sic] of Retired Execurives (described in section 8(6311(B)
of the Smali Business Act {15 U.8.C. 637(b}1XB}) and in this section referred to as “SCORE™) to provide for the
following:

{n The sppointment by SCORE in its national office of an individual to act as National Veterans
Business Coordinator, whose duties shal relate exclusively 1o veterans business matters, and whe shali be
responsible for the establishment and administration of a program to covrdinate counseling and waining regarding
entrepreneurship 1o veterans through the chapters of SCORE throughout the Usited States,

3 The assistance of SCORE in the establishing and maintgining a toll-free twicphone number and
an Internet website to provide access for veterans to information about the counseling and trining regarding
entrepreneurship available 10 veterans through SCORE,

)] The collection of statistics concerning services provided by SCORE to veterans, inciuding

- service~disabled veterans, for inclusion in ¢ach annual report published by the Administrator under section

A(bY2)B) of the Small Business Act (15 US.C.633(b)Y2XB)).
6) RESOURCES —The Administrator shall provide to SCORE such resources as the Administrator
determines necessary for SCORE to carry out the requirements of the memerandum of understanding specified
in paragraph {1}, '

{Rev. 9, Change 1}
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facilitate the implementation of such volunteer programs the Administration may maintain at
its headguarters and pay the expenses of a team of volunteers subject to such conditions and
limitations as the Admunistration deems appropnate: Provided, That any such payments
made pursuant o this subparagraph shall be effective only to such extent or in such amounts
as are provided in advance in appropriation Acts.

(C)  To allow any mdividual or group of persons participating with -
it in furtherance of the purposes of subparagraphs (A) and (B) to use the Administration's
office facilities and related material and services as the Administration deewms appropriate,
including clerical and stenographic services;

() such volunteers, while carrying out activities under
section 8(b)(1}) of this Act shall be deered Federal employees for the purposes of the Federal
tort claims provisions in title 28, United Siates Code; and for the purposes of subchapter ] of
chapter 81 of title 5, United States Code (relative to compensation to Federal employees for
work injuries) shall be deemed civil employees of the United States within the meaning of {5 USC 8161
the term “employee” as defined in section 8101 of title 5, United States Code, and the
provisions of that subchapter shall apply except that in computing compensation benefits for
disability or death, the monthly pay of a volunteer shall be deemed that received under the
entrance salary for a grade G5-11 employee;

(i)  the Administrator is authorized to reimburse such Volunteer
volunteers for all necessary out-of-pocket expenses incident to their provision of services reimbursement
under this Act, or in connection with attendance at meetings sponsored by the
Administration, or for the cost of malpractice insurance, as the Administrator shall determine,
in accordance with regulations which he or she shall presenibe, and, while they are carrying
out such activities away from their homes or regular places of business, for travel expenses (s yse 5703,
{inctuding per diem in lieu of subsistence) as authorized by section 3703 of title 5, United .

States Code, for individuals serving without pay; and

(i1}  such voluntesrs shall in no way provide services to a
client of such Administration with 2 dcimqum’z loan outstanding, except upon a specific
request signed by such chcm for assistance in connection with such matter,

(D) Notwithstanding any other provision of law, no payment for
supportwe services or reimbursement of out-of-pocket expenses made to persons serving
pursuant to section 8(b)(1) of this Act shall be subject to any tax or charge or be treated as
wages or compengaiton for the purposes of unemployment, disability, retirement, public
assistance, or similar benefit payments, or minimum wage laws.
Smal
{E}*** In carrying out its functions under subparagraph (A), 10 make business
grants (including contracts and cooperative agreements) to any public or private institution of institute.

Wi Subparagraphs SO XE) and (F) redesignated as (F) and (G) and new subparagraph (E) added by § 304 of PL 102.564,
approved Oct. 28, 1992 (106 Sat. 4262),
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higher education for the establishment and operation of a small business institute, which shall
be used to provide business counseling and assistance to small business concerns through the
activities of students enrolled at the institution, which students shall be entitled to receive
educational credits for their activities.

{F}  Notwithstanding any other provision of law and pursuant to
regulations which the Administrator shall prescribe, counsel may be employed and counsel
fees, court costs, bail, and other expenses incidental to the defense of volunteers may be paid
in judicial or administrative proceedings arising directly out of the performance of activities
pursuant to section 8(b)(1) of this Ay, as mm&e& {15 US.C. 637(b)(1)) to which volunteers
have been made parties.

(G)  Incarrying out its functions under this Act and to carry out the
activities authorized by title IV of the Women's Business Ownership Act of 1988 the
Admimisiration is authorized to accept, in the name of the Administration, and employ or
dispose of in furtherance of the purposes of this Act, any money or property, real, personal,
or mixed, tangible, or intangible, received by gift, devise, bequest, or otherwise; and, further,
to accept gratuitous services and facilities.

(2)  tomake a complete inventory of all productive facilities of
small-business concerns or 1o arrange for such inventory to be made by any other
governmental agency which has the facilities. In making any such inventory, the appropriate
agencies in the several States may be requested to furnish an inventory of the productive
facilities of small-business concemns in each respective State if such an inventory is available
or in prospect;

(3}  to coordinate and to ascertain the means by which the productive
capacity of small-business concerns can be more effectively utilized;

{4} o consult and cooperate with officers of the Government having
procurement or property disposal powers, in order to utilize the potential productive capacity
of plants operated by small-business concerns: .

{5) toobtain information as to methods and practices which Government
prime contractors utilize in letting subcontracts and to take action to encourage the letting of
subcontracts by prime contractors lo small-business concerns at prices and on conditions and
terms which are fair and equitable;

{6y 1w determine within any indusiry the concerns, firms, persons,
corporations, partnerships, cooperatives, or other business enterprises which are to be
designated "small business ¢concerns”™ for the purpose of effectuating the provisions of this
Act. To carry out this purpose the Admmstrator, when requested to do so, shall issue in
response to each such request an appropriate certificate certifying an individual concern as a
"small business concern” in accordance with criteria expressed in this Act. Any such
certificate shall be subject to revocation when the concern covered thereby ceasesto be a

"small business concern”. Offices of the Government having procurement or lending powers,
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or engaging in the disposal of Federal propeny or allocating matenals orsupplies, or
promulgating regulations affecting the distribution of materials or supplies, shall accept as
conclusive the Administration’s determination as to which enterprises are to be designated
*small-business concerns,” as authorized and directed under this paragraph;

(7Y (A} tocertify to Government procurement officers, and officers Certificstc of
engaged in the sale and disposal of Federal property, with respect to all elements of competency.
responsibility, including, but not Hmited to, capability, competency, capacity, credit,
integrity, perseverance, and tenacity, of any small business concern or group of such
coneems 1o receive angd perform a specific Government contract. A Government
procurement officer or an officer engaged in the sale and disposal of Federal property may
not, for any reason specified in the preceding sentence, preciude any small buginess concern
or group of such concerns from being awarded such contract without referring the matter for
a final disposition to the Administration.

(B)  Ifa Govermnment procurement officer finds that an otherwise
qualified small business concern may be ineligible due to the provisions of section 353(a) of
title 41, United States Code {the Walsh-Healey Public Contruets Act), he shall notify the
Administration in writing of such finding. The Adminisiration shall review such finding and 41 USC33(a}
shall either dismiss it and certify the small business concemn to be an eligible Government
contractor for a specific Government contract or if it concurs in the finding, forward the
matter to the Secretary of Labor for final disposition, in which case the Administration may
certify the small business concern only if the Secretary of Labor finds the small buginess
concemn not 1o be in viclation.

{C)?®* In any case in which a small business concern or group of such
concerns has been certified by the Administration purseant to (A} or (B) to be a responsible
or eligible Government contractor as to a specific Government contract, the officers of the
Government having procurement or property disposal powers are directed to accept such
certification as conclusive, and shall let such Government contract to such concern or group
of concerns without requiring it to meet any other requirement of responsibility or eligibility.

Notwithstanding the first sentence of this subparagraph, the Administration may not
establish an exemption from referral or notification or refuse 10 accept a referral or ,
notification from a Government procurement officer made pursuant to subparagraph (A} or
{B) of this paragraph, but nothing in this paragraph shall require the processing of an
application for certification if the small business concern to which the referral pertains
deelines to have the application processed.

(8 toobtain from any Federal department, establishment, or agency
engaged in procurernent oz in the financing of procurement or production such reports

*&3gection 501 of PL. 95.89, approved Aug. 4, 1977 (91 Stat. 553), amended paragraph (7) of § 8¢b) to expand the centificate
of competency program te include within SBA jurisdiction final determinatizn of all elements of eligibility and
responsibility. Section 401 of PL 98.577, approved Qct. 30, 1984, Small Business and Federal Procurement Competition
Enhancemernt Act of 1984 {98 Stat. 3066}, added the sentence beginning "Notwithstanding the first semtence . . ." to the gad
of this paragzraph.
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concerning the letting of contracts and subcontracts and the making of loans to business ,
concerns as it may deem pertinent in carrying out its functions under this Act;

(%)  to obtain from any Federal department, establishment, or agency”
engaged in the disposal of Federal property such reports concerning the solicitation of bids,
time of sale, or otherwise as 1t may deem pertinent in carrying out its functions under this
Act;

{10)  to obtain from suppliers of materials information pertaining to the
method of filling orders and the bases for allocating their supply, whenever it appears that
any small business is unable to oblain materials from #ts normal sources;

{11}  to make studies and recommendations 1o the appropriate Federal
agencies o insure that a fair proportion of the total purchases and contracts for property and
services for the Government be placed with small-business enterprises, to ingure that  fair
proportion of Government contracts for research and development be placed with
small-business concerns, to insure that a fair proportion of the total sales of Government
property be made to small-business concems, and 1o insure a fair and equitable share of
materials, supplies, angd equipment to small-business concerns;

(12)  to consult and cooperate with all Government agencies for the purpose
of insuring that small-business concemns shall receive fair and reasonable treatment frora such
agencies; . :

{13} to establish such advisory boards and commitiees as may be necessary
to achieve the purposes of this Act and of the Small Business lavestment Act of 1958; to call
meetings of such boards and committees from time to time; o pay the transportation )
expenses and a per diem allowance in accordance with Section 5703 of title 3, United States Establish
Code, to the members of such boards and committees for travel and subsistence expenses m
incurred at the request of the Administration in connection with travel o points more than
fifty miles distant fror the homes of such members in attending the meetings of such boards 15 USC 57031
and commitiees; and to rent temporarnily, within the District of Columbia or ¢lsewhere, such
hotel or other aceommodations as are needed to facilitate the conduct of such meetings;*®*

{14)  to provide at the earliest practicable time such information and
assistance as may be appropriate, including information concerning eligibility for loans under
section 7(b)(3), w kocal public agencies (as defined in section 110(h) of the Housing Act of
1949) and to small-business concerns to be displaced by federally aided urban renewal-
projects in order to assist such small-business concems in reestablishing their operations;?®®

#84 A uthority to establish advisory boards for the parpose of the Small Business Investroent Act of 19583, as amended, and to
pay expenses, per diemn, and rent sceommodations in connection with adv:sory hoard activities added by § 106 of PL 90-104,
approved Cct. 11, 1967 (81 S, 269).

225parasraph 14 of § B0} added by § 305(0) of PL, 83*560, the Housing Act of 1964, approved Sept. 2, 1964 (78 Star, ‘?‘

i
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(15)*#% 10 disseminate, without regard to the provisions of section 3204 of tile  [pgormation
39, United States Code, data and information, in such form as 1t shall deem appropriate, to dissemination,
public agencies, private organizations, and the general public; [39 USC 3204

{16)?®7 to make studies of matters matertally affecting the competitive strength
of small business, and of the effect on small business of Federal laws, programs, and
regulations, and to make recommendations to the appropnate Federal agency or agencies for
the adjustment of such programs and regulations to the needs of small business; and

{17228 to make grants o, and enter into contracts and cooperative agreements
with, educational institutions, private businesses, veterans’ nonprofit cormunity-based
organizations, and Federal, State, and local departinents and agencies for the establishment
and implementation of outreach programs for disabled veterans (as defined in section 4211(3)
of aitle 38, United States Code).

I

(c¥®* [Reserved].

- P4Paragraph 15 of § 8%} added by § 107 of PL 90-104, approved Oct. 11, 1967 (81 Star. 265},

¥ Section B(bY(16) added by § 202 of PL. 100-333, approved Oct. 23, 1988 (302 Stat. 2692), Tex: of new § 8{(bX 16}

incorporates former § 8{c), which was rewritten by § 201 of PL. 160-333. The same language was alse included i § 127(b)

of PL 1B0-825, approved Nov. 3, 1988 {102 Star. 3003). Section 127{c} of PL 1806-3%0 wrovides that:

There is authorized 1o be appropriated 810,000,000 to carry out the demonsiration projects reguired

pursuant to subsection (a). The initial projects authorized to be financed by this section shall be funded by January
31, 198%. Norwithstanding any other provision of law, the Small Business Administration may use such expedited
acquisition methods as it detms apprapriate to achisve the purposes of this subsection, excent that it shalf nsurs that
all eligible sources are provided a reasonable opporiunity 10 submit proposals.

Section 1273 of PL. 100-550 addls:

New spending authority or authority to enter inte contracts as authorized in this section shall be effective only to
such extent and in such amounts s are provided in advance in sppropriations Acts.

Section 127(d) of BL 185-590 provides that

For the purposes of this section, the term *small business concern owned and controlied by wamnen’ means any
small business coneem-

{1} . thatisat least 1 per centum owned by ons ¢r more women; and. - -

{2} whase management and daily business operations are controlled by ene or more of such women.

%8 New paragraph 8{(b¥17) 2dded by § 768(3)of P.L. 105-135, approved Dec. 2, 1997 {111 Stat, 2637).

#938ection &{z} wus rewritten by § 201 of PL 100-533, approved Oct. 25, 1988 (102 Stat. 2691) and text of former § 8(c) was
moved to § 8(bY 16} Section 8(c) repealed by § 3 of PL. 102-191, approved Dec. 5, 1991 (105 Stat. 1591}, Section 3 of PL
162-191 provides: “Projects funded parsoant to the provisions of former subsection () shall be deemed 1o be funded under
#nd shall be reated 25 if funded under section 28 Jsee § 28¢2)] of the $malt Business Act.,” The smme section of PL 102-191
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renumbered the remaining subsections in § 8 as "subsections {¢} through &) when the correct numbering should be . i
“subsections (¢) throngh (11" The numbering of these subsections was comecied by § 232{a}(6) of PL 162-366, approved
Sept. 4, 1992 {106 Stat, 101} Texr of former § Sk

{1} Subtect (o the requirernents of paragraph {2), the Administration shall provide finsncial assistance to
private erganizations to conduct demonstration projects for the benefit of smali business concerns owned and
centrelled by women,

{2} No amount of financial assistance shall be provided pursnant to this subsection unless the recipient
arganization sgrees, as a congdition of receiving such assistanes, that—

{A) it will obtain, after its application has been spproved but priar to the disbursement of funds
pursuant to this subsection, cush contributions om private sector sources in an amount at least cqual to the amount
afﬁmﬁs such organtzation will recpive under thiv subsection; snd

{B} it will provide the types of services and assistance to present and potential women owners of small
business concerns as are deseribed In paraproph (3}, Por the purposges of this subsection such concerns may be
either “stare-up” businesses or ssinbiished “on-going" concems,

{3 The types of services and assistance referred to in paragraph (2)(8) shall include the following:

{A) Financial assistance, which assistance shall include training and counseling iz how to apply for
" and secure business eredit and investment capital; prepare and present financial statements; managc cash-flow and
otherwize manage the financial aperations of 2 business concern;
{B) Management assistance, which assistance shall include raining and counseling in how to plan, orgeni .
siaff, direct, and control sach major activity and function of a small business concern; and

{Cy Markeating assistance, which assistance shall include training and counseling in how to identify and
segment domestic and international market opportunities; prepare and execute marketing plans; develop pricing
strategies; locate contract opportunities; negotiate contracts; and utilize varying public relations and advertising
techniques,

{43 Applications for financial assistance pursuant to this subsection shail be svaluated and ragked in
aceardance with predetermined selection criteria that shali be stated in terms of relative importance. Such criteria
and their relative importance shall be made publicly avaiiable and stated in each soliciation for applications made
by the Administration. Such criteria shall include.

(A) a criterion that specifically refers to the experience of the offering organization in conducting
programs or on-going efforts designed 1o impart or epgrade the business skills of women buginess owners or
potential owners;

(B) a criterion that specificatly refers (o the present ability 6f the offering organization to commence a
demonstration project within 2 minimum smount of time; and

(Y a eriterion that specifically refers 1o the ability of the spplicant organization to provide
training and servives 1o 2 representative nimber of women who are both secially and
sconpmically disadvanaged,

{5) The fnancial assistance authorized pursnant to this suhsection shali be made by grant, condract, or
cooperative agresment and may contain such provision, as necessary, o provide for payments in lump
or installments, and in advance or by way of reimbursement.
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@™ (1) Itisthe policy of the United States that small business s concerns,  Conmet
small business concerns owned and controlled by service-disabled veterans,”’ qualified oppor-
HUBZone small business concerns,”? small business concerns owned and controlled by~ tnities
socially and economically disadvantaged individuals and small business concerns owned ﬁﬁ ;;;zmw
and controlled by women,” shall have the maximum practicable opportunity to business
participate in the performance of contracts let by any Federal agency, including contracts  concems.
and subcontracts for subsystems, assemblies, components, and related services for major -
systems. It is further the policy of the United States that its prime contractors establish
procedures to ensure the timely payment of amounts due pursuant to the terms of their
subcontracts with small business concems, small business concerns owned and controtied
by service-disabled veterans, qualified HUBZone small business concerns, small business

for payments in lump sum or installments, and in advance or by way of refmbursement,

{6} (A The Administration shail prepare and ransmir a report to the Commitiees
on 3mall Business of the Senate and House of Representatives on the effectivensss of all
demonstration projects conductzd under the authority of this subsection. Such repont shall previde
mformation conceming-—-

F§3 ) the mumbrer of individuals receiving assistance;
(i) the number of gtart-uy business concerng formead;
{iif) the gross receipis of assisted concerns;

(v} inureases of decreasss in profits of assisted cencans:
and

{v) the employmest increases or decreases of assisted
eoncerns.

(8 The report required pursuant o subparagraph {A) shall cover at
least a twenty-four month period and shalf be submitted not later than thirty months after
the effective date of this paragraph.

(N This subsection shali cease 1o be effective after September 38, 1991,

MGection §(3) added by § 7 of PL, B7-305, approved Sept. 26, 1961 (75 Stat, 667). Substantially rewritten by § 211
of PL, 95-507, approved Oct. 24, 1978 (92 Stat. 1757). Redesignated as § 8(c) by § 3 of PL 102-191,

P References in this subsection o “small business concems owned and controlled by veterans” and “smalt business
concerns owned and controlied by service-disabled veterans” added by § 381 of P.L. 108-50, approved Augnsz 17,
1959 (113 St 247,

%92 References in this paragraph and paragraphs 3(d)(3), (9), (6), and (10) to “qualified HUBZone small business
concemns” added by § 603{aof P.L. 105-135, approved Der. 2, 1997 (111 Stat. 2631}

P References in this paragraph and in paragraphs 8(d)(3), {(4), (6} and {10) 1o “small business concerns owned and
conuatled by wamen” added by § 7106(bX1) of P.L. 103-335, approved Oct. 13, 1994 {168 Smt 3375).

(Rev. 9, Change 1)

129


http:103~J.5S

§ 8(dxrto
SMALL BUSINESS ACT § BXY)

concems owned and controlled by socially and economically disadvantaged
individuals,”* and small business concerns owned and conwolled by women. !

(2)  The clause stated in paragraph (3} shall be included in all contracts
let by any Pederal agency except any contract which

{A)  does not exceed the simplified acquisition threshold;™®

{(By including all subcontracts under such contracts will be
performed entirely ocutside of any Siate, territory, or possession of the United States, the
District of Columbia, or the Commonwealth of Puerto Rico; or

{CY s for services which are personal in nature.

Required

(33  The clause required by paragraph (2) shall be as follows: clanse.

"(A) 1t is the pohicy of the United Siates that small business
concerns, small business concerns owned and controlled by veterans, gqualified HUBZone
small business concems, small business concerns owned and controlled by socially and
economically disadvantaged individuals, and small business concerns owned and
controlled by women shall have the maximum practicable opportunity to participate in
the performance of contracts let by any Federal agency, including contracts and
subcontracts for subsystems, assemblies, components, and related services for major .
systems. It is further the policy of the United States that its prime contractors establish !
procedures to ensure the timely payment of arnounts due pursuant to the terms of their
subcontracts with small business concemns, small business concerns owned and controlled
by veterans, qualified HUBZone small business concerns, small business concerns owned
and controlled by sacially and ¢conomically disadvantaged individuals,® and small
business concerns owned and controlled by women.

(B} The contractor hereby agrees to carry out this policy in the
awarding of subcontracts to the fullest extent consistent with the efficient performance of
this contract. The contractor further agrees to cooperate in any studies or surveys as may
be conducted by the United States Small Business Administration or the awarding agency
of the United States as may be necessary to deternune the extent of the contractor's
compliance with this clause.

B4 Lause beginning with “including contracts™ to “individuals™ sdded by § 402(2) of PL 98-577, approved Oct. 30, 1984
{98 Stat, 3066}, '

P'Phrase “small purchase threshold” inserted in place of "$10,100° i?}‘ § B06{ed XA of P.L. 101-510, approved Nov. 5,
1989 {104 3. 1593} Phrase "simplified scquisition threshold” substitueed for “small purchase threshold” by § 4404(b) of
B.L. 103-335, approved Oct. 13, 1904 {108 Sat. 3349). For o definition of "simpiified acquisition threshold™, see § 3{m) of
this Act.

MClause beginning with “including contracts” o “individuals” added by § 402(b) of PL 98-577. .

{Rev, 9, Change 1}
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"(C) As used in this contract, the term "small business concem’
shall mean a small business as defined pursuant to section 3 of the Small Business Act
and relevant regulations promulgated pursuant thereto. The term 'small business concern
owned and controlled by socially and cconomically disadvantaged individuals' shall
mean a-small business concern ~

"(i) which is at least S1 per centum owned by one or more
socially and economically disadvantaged individuals; or, in the case of any publicly
owned Dusiness, at least 31 per centumn of the steck of which is owned by one or more
socially and economically disadvantaged individuals; and

"(ii} whose munagement and daily business operations are
controlled by one or more of such individuals,  °

"The contractor shall presume that socially and economically
disadvantaged individuals include Black Americans, Hispanic Americans, Native
Americans, Asian Pacific Americans® ', and other minorities, or any other individual
found to be disadvantaged by the Admimistration pursuant to section 8(a) of the Small

Business Act,

“{DY**The term "small business concern owned and controlled by
women” shall mean a small business concern~

{1) which is at least 31 per centurn owned by one or
more women; or, in the case of any publicly owned business, at least 51 per centum of
the stock of which is owned by one or more women; and

(ii)  whose management and daily business operations
are controlled by ane or more women,

“(E)m The term “smal! business concern vwned and controlled by
veterans” shatl mean a small business concern

. (1) which is at least 31 per centurn owned by one or
more eligible veterans; or, in the case of any publicly owned business, at least 51 per
centum of the stock of which is owned by one or more veterans; and

“Small
business
concern.”
“Small
business
conieem
swnied and
comtrotled

by socially
and :
sconomically
disadvantaged
individuals”

“Smnil
business
CONCErn
owned awd
controdied
by women.”

*Small
nsiness
goncem
owned and
controlicd
by veterans®

e sian Pacific Americans” added by § 118(0) of PL, 56302, approved July 2, 1980 (94 Stat, §33). Section 118(c)(2)
of PL. 96-302 further provides that this provision shall apply as if ingluded in the amendment made by § 21§ of PL

¥5-507, which sabstantialiy rewrote § 8(d) of the Small Business Act,

Fhoubsection 71063} of P.L. 103-335, approved Oct. 13, 1994 {108 Stat. 3373), rewrote subparagraph {17} 1o section

8(d3(3) and added new subparagraph (E).

* Subparagraphs (E) and (F) of the clause redesignated as {F) and (), respectively, and new subparagraph (E) added by

§ SO1(BNT) of P.L. 106-50, approved August 17, 1999 {113 Stat. 247).

(Rev. 9, Change 1)
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(1i)  whose management and daily business operations . ‘
are controlled by such veterans. The contractor shall treat as veterans all individuals who
are veterans within the meaning of the term under section 3{(g} of the Smal! Business Act.

"(F) Centractors acting in good faith may rely on written
representations by their subcontractors regarding their status ag either a small business
concern, small business concern owned and controlled by veterans, or a small business
concern owned and controlled by socially and economically disadvantaged individuals,
or a small business concern owned and controlled by women,"

*Qualified
‘*({}}m{n this contract, the term ‘qualified HUBZone small }i%uazime
business concern” has the meaning given that term in section 3(p) of the Small Business smail
Act.” buginess

soncern.”
4) (A) Eachsolicitation of an offer for acontractto be let by s
Federal agency which is 1o be awarded pursuant to the negotiated method of procurement
and which may exceed $1,000,000, in the case of a contract for the construction of any
public facility, or $500,000, in the case of all other contracts, shall contain a clause
notifying potential offering companies of the provisions of this subsection relating to
contracts awarded pursuant 1o the negotiated method of procurement.

. {B}  Before the award of any contract to be let, or any .
amendment or modification to any contract let, by any Federal agency which - ]

(i} is to be awarded, or was lef, pursuant to the
negotiated method of procurement;

(it}  isrequired to include the clause stated in paragraph

3),

{iif}  may exceed $1,000,000 in the case of a contract for
the construction of any public facility, or $500,000 in the case of all other contracts, and

{ivi  which offers subcontracting possibilities,

the apparent successful offeror shall negotiate with the procurement authority a ‘
. subcontracting plan which incorporates the information prescribed in paragraph (6). The
subcontracting plan shall be included in and made a material part of the contract.

(C}y  If, within the time limit prescribed in regulations of the
Federal agency concerned, the apparent successful offeror fails to negotiate the
subcontracting plan required by this paragraph, such offeror shall become ineligibie to be
awarded the contract. Prior compliance of the offeror with other such subcontracting

N paragraph 3G XF) added by § 603(a}2XB) of P.L. 105-135, approved Dec. 2, 1997 (111 Star. 2631), . |

{Rev. 3, Change 1}
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plans shall be considered by the Federal agency in determining the responsibility of that
offeror for the award of the contract.

(D}  No contract shall be awarded to any offeror unless the
procurement authority determines that the plan to be negotiated by the offeror pursuant to
this paragraph provides the maximum practicable opportunity for small business
concerns, small business concerns owned and controlled by veterans, small business
concerns owned and controlled by socially and economically disadvantaged individuals,
and small business concemns owned and controlled by women to participate in the
performance of the contract.

(E)  Notwithstanding any other pwv;swn of law, every Faderal Incentives

agency, in order to encourage subcontracting opportunities for small business concems, for small
. small business concerns owned and controlied by veterans, qualified HUBZone small ::;225
business concerns, and small business concemns owned and controlled by the socially and o

economically disadvantaged individuals as defined in paragraph (3) of this subsection
and for small business concerns owned and controlled by women, is hereby anthorized to
provide such incentives as such Federal agency may deem appropriate in order to
encourage such subcontracting opportunities as may be commensurate with the efficient
and economical performance of the contract: Provided, That, this subparagraph shall
apply only 1o contracis let pursuant to the negotiated methed of procurement.

(FY® (i)  Each contract subject to the requirements of this  Liquidated

_ paragraph or paragraph (5) shall contain a clause for the payment of liquidated damages ~ Jamages.

upon a finding that a prime contractor has failed to make a good faith effort to comply
with the requirements imposed on such contractor by this subsection.

(i)  The contractor shall be afforded an opportunity to
demonstrate a good faith effort regarding compliance prior to the contracting officer's
final decision regarding the imposition of damages and the amount thereof. The finai
deciston of a contracting officer regarding the contractor's obligation to pay such {41 USC
damages, or the amnounts thereof, shall be subject to the Contract Disputes Act of 1978 011,
{41 US.C. 601-613).

(iiiy Each agency shall ensure that the goals offered by
the apparent successful bidder or offeror ate attainable in relation to—

‘ {I}  the subcontracting epportunities available to
the contractor, commensurate with the efficient and economical performance of the
contract,

Wissetion S(AHAXF) added by § 304(a) of PL 3{38-656 approved Nov. 15, 1988 {Iﬁ& Btar. 3872). Section 304{b) of PL
106.656 provides thaty

‘The contract clause required by section B{d){4){F}... shall be made part of the Federal Acquisition Regulation
and promulgated pursuant 1o section 22 of the Office of Federal Procurement Policy Act (41 U.S.C. 418b).

(Rev. 9, Change 1]
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| (i}  the pool of eligible subcontractors available . %
to fulfill the subcontracting opportunities; and

(II1)  the actual performance of such contracior in
fulfilling the subcontracnng goals specified in prior plans.

{GY* The following factors.shall be designated by the Federal P
agency as significant factors for purposes of evaluating offers for a bundied contract tracting
where the head of the agency determines that the contract offers a significant opportunity plans.
for subcontracting:

() A factor that is based on the rate pmwdcd under the
szxiac&zzzzaczmg plan for small business participation in the performance of the contract.

{u) Forthe evaluaﬁon of past performance of an -
offeror, a factor that is based on the extent to which the offeror attained applicable goals
for small business participation in the perfarmance of contracts.

{5y (A) Eahsolicitation of a bid for any contract to be let, or any
amendment or modification to any contract let, by any Federal agency which
(i) is to be awarded pursuant 1o the formal advertising |
method of procurement, ) ‘

(i)  isrequired to contain the clause stated in paragraph
(3) of this subsection, :

(iil)  may exceed $1,000,000 in the case of a contract for
the construction of any public facility, or $500,000, in the case of all other contracts, and

. (iv}  offers subcontracting possibilities,

shaill contain & clause requiring any bidder who is selected to be awarded a contract to
submit 10 the Federal agency concemed a subcontracting plan which incorporates the
information prescribed in paragraph {6).

(B} I, within the fime limit prescribed in regulations of the
Federal agency concemed, the bidder selected to be awarded the contract fails to submit
the subcontracting plan required by this paragraph, such bidder shall becorme inehigible to
be awarded the contract. Prior compliance of the bidder with other such subcontracting
plans shall be considered by the Federal agency in determining the responsibility of such
- bidder for the award of the contract. The subcontracting plan of the bidder awarded the
contract shall be included in and made a2 material part of the contract.

3% New subparagraph 8(dX4XG) added by § 415 of P.L. 105-135, approved Dec. 2, 1987 (111 Stat. 2619). .

{Rev. %, Change 1}
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(6)  Each subcontracting plan required under paragraph (4) or (5) shal}
mclude --

(A} percentage goals for the utilization as subcontractors of
small business concerns, small business concemns owned and controlled by veterans,
qualified HUBZone small business concerns,”” small business concems owned and
controlled by socially and economically disadvantaged individuals, and small business
concerns owned and controlled by women;

(B)  the name of an individual within the employ of the offeror
or bidder who will administer the subcontracting program of the foeror or bidder and a
description of the duties of such individual;

) a deshription of the efforts the offeror or bidder will take to
“assure that small business concerns, small business concerns owned and controlled by
veterans, qualified HUBZone small business concerns, srnall business concerns owned
and controlled by the socially and economically disadvantaged individuals, and small
business concerns owned and controlled by women will have an equitable opportunity to
compete for subcontracts;

(I}  assurances that the offeror or bidder will include the clause
required by paragraph (2) of this subsection in all subcontracts which offer further
subcontracting opportunities, and that the offeror or bidder will require all subcontractors
{except small business concems) who receive subcontracts in excess of 31,000,000 in the
case of a contract for the construction of any public facility, or in excess of $500,000 in
the case of all other contracts, to adopt a plan similar to the plan required under paragraph
#or (3}

(E)} assurances that the offeror or bidder will submit such
periodic reports and cooperate in any studies or surveys as may be required by the
Federal agency or the Administration in order to determine the extent of compliance by
the offeror or bidder with the subcontracting plan; and

(F}  arecitation of the types of records the successful offeror or
bidder will maintain to demonstrate procedures which have been adopted to comply with
the requirements and goals set forth in this plan, including the establishment of source
lists of small business concerns, small business concerns owned and controlled by
veterans, qualified HUBZone small business concerns, small business concerns owned
and controlled by socially and economically disadvantaged individuals, and small
busingss concems owned and controlled by women; and efforts to identify and award
subcontracts to such small business concerns.

T g aferences to “qualified HUBZone small business concerns” threughout paragraph 8(d)(6) added by § §03(aX4) of
PlL. 105135, approved Dec. 2, 1997 (111 Stat. 2631}

{Rev. 9, Change 1}
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{7y  The provisions of paragraph (4}, (3), and {6) shall notapplyte - ,
offerors or bidders who are small business concems. ‘ ' :
(8)  The failure of any contractor or subcontractor o comply in good MNoneom-
faith with - - pliance is
: ' material

(A)  the clause contained in paragraph (3) of this subsection, or  Pre¥h

(B)  any plan required of such contractor pursuant to the
authority of this subsection to be included in its contract or subcontract,

shall be a material breach of such contract or subcontract.

{9)  Nothing contained in this subsection shall be construed to
supersede the requirements of Defense Mazzpower Policy Number 4A (32A CFR Chap.
1) or any succesgor palicy.

{10} In the case of contracts within the provisions of paragraphs (4), (5),
and (6}, the Administration is authorized {0 ~

{A)  assist Federal agencies and businesses in complying with
the:r responsibilities under the provisions of this subsection, including the formulation of

subcontracting plans pursuant to paragraph (4); .
. - . . \l

(B) review any solicitation for any contract to be let pursuant to
paragraphs (4) and (5} to determine the maximum practicable opportunity for small
business concerns, small business concerns owned and controlled by veterans, qualified
HUBZone small business concerns, small business concerns owned and controlled by
* socially and economically disadvantaged individuals, and small business concems owned
and controlled by women to participate as subcontractons in the performance of any
contract resulting from any solicitation, and to submit tis findings, which shall be
advisory in nature, 10 the appropriate Federal agency; and

(Cy  evaluate compliance with subcontracting plans, eitherona Subcon-
‘contract-by-contract basis, or in the case contractors {sic] having multiple contracts, on an z;’;?% .
aggregate basis. evaluation.
(11P™ For purposes of determining the attainment of a subcontract
utilization goal under any subcontracting plan entered into with any executive agency

S paragraph 8(dX11) deleted by § 303(a)(1) of PL 102-564, approved Oct. 28, 1992 (106 Stat, 4262). Paragraph
B{dX 12}, added by § 814(c} of PL 102-190, approved Diec. §, 1952 (105 Star. 1425), redesignated as 8(d)X1 1) by §
303sX2) of PL 102-564. Text of former 8(4)(11) is set out below:

At the conclusion of each fiscal vear, the Administration shall submit to the Senate Select Comminee on S
Buginess and the Committee on Small Business of the House of Representatives 2 repont on subcontractin
found scceptable by any Federal agency which the Administration determines do not contain gwximum
practicable opportunities for small business concerns and small business concerns owned and controlied by

{Rev. 3 Change 1}
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pursuant to this subsection, 2 mentor firm providing development assistance to 2 protégé Mentor-
firm under the pilot Mentor-Protégé Program established pursuant to section 831 of the Protégé
National Defense Authorization Act for Fiscal Year 1991 (Public Law 101-510; 10 USC m
2301 mz:;:} shall be granted credit for such assistance in accordance with subsection (g) of .55, stel.
such section.

()" (I3  Exceptas provided in subsection (g) -~ Zz::d
{A}  an executive agency intending to -- :’gé;‘:‘m

publication,
(i) solicit bids or &mposais for a contract for property
or services for a price expected to exceed $25,000;
(i)  place an order, expected to exceed $25,000, under a
basic agreement, basic ordering agreeraent, or similar arrangement,”

sochally and economically disadvantaged individuals to participate in the performance of contracts described in
this subsection. ‘

MWsection 8(z) added by PL, 98-72, approved Aug. 11, 1982 (97 Stat. 403}, Rewritten and subsections (£}, (g), (), {), and
(i1 added by § 404{a} of PL, 98-577, approved Oct. 30, 1884 (98 Stat, 3082}, Subsections (¢) through (§) effective with

respect 1o any solicitation for bids or proposals issued after March 31, 1985, and apply to the Tennessee Valley Authority
only with respeet to procurtments to be paid from appropriated finds, per subsections 404(b) and (2} of PL 98-557, supra.

7%5425,000 substituted for "smalf purchase threshold™ by § 4202(d){1XA) of P.L. 103-355, approved Oct. 13, 1994 (108
Stat, 33435). Phrage “small purchase threshold" was substituted for "S25,0600" by § 806{e) 2} B} of P.L. 101514,
approved Nov. 5, 1988 {104 Stat. 1593}, For a definition of "synal! purchage tyreshold”, see § 34m) of this Act, The
contract value amount was raised from $10,000.10 $25,004 by § 922N 1) of PL $9-861, approved Nov. 14, 1986 (160
Stat. 38163, Subsection B{e){ 1M A)(iii) was alse added by § 922(a)1} of PL 99-661.

¥igubsection S(eX 1MAXIE) defeted by § BUS(eX2UBXiv) of P.L. 101-510, approved Nov. §, 1990 (104 Stat. 1593,
Text of former § 86} A} i3 reprinted below:

{31) solici bids or proposals for a contract for property or services for a price expected to exceed $10,000,

if there is not 2 reasenabls expectation that at least two offers will be received from responsive and responsibie
offerors,

(Resv; 9, Change 1)
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shali furnish for publication by the Secretary of Commerce a notice described in subsection
(b} of this section;

(B)**¢ an executive agency intending to solicit bids or proposals for a
contract for property or services shall post, for a period of not less than ten days, in a public
place at the contracting office issuing the solicitation a notice of solicitation described in
subsection (f) -

{i) in the case of an executive agency other than the
Department of Defense, if the contract is for a price expected to exceed $10,000, butnot to -
exceed $25,000; and

- (ii)  in the case of the Department of Defense, if the contract
is for a price expected to excesd $5,000, but not to exceed $25,000; and

{C}  anexecutive agency awarding a contract for property of
services for a price exceeding $100,000,%%7 or placing an order referred to in clause (A)(iH)
exceeding $100,000, shall firnish for publication by the Secretary of Commerce a notice
announcing the award or order if there is likely to be any subcontract under such contract or
order.

(2)  The Secretary of Commerce shall publish promptly in the Commerce
Business Daily each notice required by paragraph (1).

{3y  Whenever an executive agency i8 required by paragraph (1} A) 1o
furnish a notice to the Secretary of Commerce, such executive agency may not -

(A}  issue the solicitation earlier than 15 days after the date on
which the notice is published by the Secretary of Commerce; or

(B) inthe case of a contract or order estimated to be greater than
the simplified acquisition threshold, *®® establish a deadline for the submission of all bids or
proposals in response to the notice required by paragraph (1XA) that -

{1) in the case of an order under a basic agreement, basic
ordering agreement, or similar arrangement, is earlier than the date 30 days after the date the
notice required by paragraph (1{A)(1) is published; '

3“Sx;bsectiun 8{e}{ 1¥B) was redesignated 8{e) 1)} and new subsection R{e}{1(B) was added by § 922(2){(3) of PL 99-661,
approved Nov. 14, 1986 {100 Stat, 3816}

307 A nount changed from $25.000 by § 416(c) of P.L. 105-135, approved Dec. 2, 1997 (111 Stat. 2620).

*Stntroductory phrase was addad by § 4202(d)}(1%{B) of P.L. 103-355, apgroved Qct. 13, 1994 (108 Star. 33431
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(i)  inthe case of a solicitation for research and
development, is earlier than the date 45 days after the date the notice required by paragraph
(1}A)({) is published; or \

(iii}  inany other case, is eatlier than the date 30 days after
the date the solicitation is issued. .

{fy  Each notice of solicitation required by subparagraph (A} or (B) of subsection
{e}(1) shall include ~

(1)  anaccurate description of the property or services to be contracted for,
which description (A} shall not be unnecessarily restrictive of competition, and (B) shall
include, as appropriate, the agency nomenclahire, National Stock Number or other part
number, and a brief description of the item's form, fit, or function, physical dimensions,
predominant material of manufacture, or similar information that will assist a prospective
contractor to make an informed business judgment as 1o whether a copy of the solicitation
should be requested;

{2}  provisions that -

(A)  state whether the technical data required to respond to the
solicitation will not be furnished as part of such solicitation, and identify the source in the
Government, if any, from which the technical data may be obtained; and

{(B)  swate whether an offeror, its product, or service must meet a
qualification requirsment in order to be eligible for award, and, if so, identify the office from
which a qualification requirement may be obtained;

{3)  the name, business address, and telephone number of the contracting
officer; ' . :

: (#)  astatement that all responsible sources may submit a bid, proposal, or
quotation (as approptiate) whuch shall be considered by the agency;

{5)  in the case of a procurement using procedures other than competitive
procedures, a staterment of the reason justifying the use of such procedures and the identity of
the intended source; and

(6)*°® in the case of a contract in an amount estimated to be greater than
$25,000 but not greater than the simplified acquisition threshold--

{A} adescription of the procedures o be used in awarding the
contract; and

Mgpbsection S(F6) added by § 4202(d)X2)C) of P.L. 103-355, approved Oct. 13, 1994 (108 Stat. 3345).
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(B) - a staiement specifying the periods for prospective offerors and
. the contracting officer to take the necessary preaward and award actions.

e < : Notice oot
. (g} (1) A noticeis not required under subsection (e)(1) recuired.

« {AY™ the proposed procurement is for an amount not g:reater than the
simplified acquisition threshold and is to be conducted by—

(i} using widespread electronic public notice of the
solicitation in a form that allows convenient and umiversal user access through 4 single,
Government-wide point of entry; and

(ii) . permitting the public to respond to the solicitation
electronically. .

.. (B) thenotice would disclose the executive ggency's needs and the
disclosure of such needs would compromise the national security;,

(C) ihe proposex] procurement would result from acceptance of
) (i) any unsolicited proposal that demonstrates a unique and
innovative research concept and the publication of any notice of such unsolicited research
proposal would disclose the originality of thought or innovativeness of the proposal or would
disclose proprietary information associated with the proposal; or
{(ii}y  aproposal submitted under section 9 of this Act;

{D)  the procurement is made against an order placed under a
requirements comtract;

Megubparagraphs (A) end (B deleted, subparagraphs (C) - (H) renurobered as (B) - (G), respectively, and new subparagraph
{A) added by § 850(e) of P.L. 105-85, approved Nov. 1%, 1997 (111 Seat. 1848), Former subparagraphs (A} and (B), as
added by § 4202()(3) of P.L. 103-355, approved Okt 13, 1994 (108 Stat. 3343), are reprinted below:

{(A) the proposed procurement is for an waonnt not greater than the simplified acquisition threshold
“and is to be made through a system with interim FACNET capability certified pursuant to section 38A(a)(1) of the
Office of Federal Procusement Pelicy Act or with full FACNET capability certified pursnant to section 30A0)(2)
of such Act;

{B) {i the proposed ;:wf;wmem is for an amount not grester than $250,600 and is to be made

through a system with full FACNET capability certified pursuant to section 30A{%2) of the Uffice of Pederal
Pracurement Policy Act; and ‘

{ii} a certification has been made pursuant to section 30A(D) of such Act that Gevernment-
wide FACNET capability has been implemented.
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(E)  the procurement is made for perishable subsistence supplies; . »
(F)  the procurement is for utility services, other than
telecommunication services, and only one source is available; or
(G)*** the procurement is for the services of an expert for use in any Expert
litigation or dispute {including preparation for any foreseeable litigation or dispute) that services.

involves or could involve the Federal Government in any trial, hearing, or proceeding before
any court, administrative tribunal, or agency, or in any part of an alternative dispute
resolution process, whether or not the expert is expecied 1o fesiify.

{2}  The requirements of subsection (a){1 (A} do not apply o any
procurement under conditions described in paragraph (2), (3), (4), (5), or (7) of section 303(c) [41 USC 253(c))
of the Federal Property and Administrative Services Act of 1949 (41 US.C. 253(c)) or {10 USC 2304(
paragraph (2), (3), 8), (8), or (7} of section 2304(c) of title 10, United States Code.

{3}  The requirements of subsection (a)}(1)(A) shall not apply in the case of
any procurement for which the head of the executive agency makes a determination in
writing, after consuliation with the Administrator for Federal Procuremert Policy and the
Administrator of the Small Business Administration, that it is not appropriate o reasonable
to publish a notice before issuing a solicitation

H

(h) (1)  Anexecutive agency may not award a contract using ;amméams other Noncomper,...<
than competitive procedures unless -+ - awards.

(A}  except as provided in paragraph {2), a written 32;32:23@&2;3:1 fz;r
the use of such procedures has been approved --

(1) in the case of a contract for an amount exceeding
$100,000 (but equal to or less than $1,000,800), by the advocate for competition for the
procuring activity (without further delegation);

(ily  inthe case of a contract for an amount exceedmg
$1,000,000 (but equal o or Jess than $10,000,000), by the head of the procuring activity or a
delegate who, if a member of the Armed Forces, is a general or flag officer, or, if a civilian, is
serving in & position in grade GS-16 or above under the General Schedule ((}r ina
campm*abie or higher position under another schedule); or

: (iii)  inthe case of a contract for an amount exceeding
$10,000,000, by the senior procurement executive of the agency designated pursuant to
section 16(3} of the Office of Federal Procurement Policy Act (41 U.8.C. 414(3}) (without {41 USC414(3)
further delegation}; and

Miguybrection B(g)(1 (M) added by § 1055M0H2HC) of P.L. 103-355, approved Qct, 13, 1994 {108 Stat. 1268} . .
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(B)  all other requirements applicable to the use of such
procedures under title HI of the Federal Property and Admanistrative Services Act of
1949 {41 U.8.C. 251 et seq.) or chapter 137 of title 10, United States Code, as
appropriate, have been satigfied.

(2)  The same exceptions as are provided m section 303(f)(2) of the
Federal Property and Administrative Services Act of 1948 (41 U.S.C. 253(H{(2)) or
section 2304(3(2) of title 10, United States Cade, shall apply with respect to the
requirements of paragraph (1){A) of this subsection in the same manner as such
exceptions apply to the reguirements of section 303(f)}(1} of such Act or section
2304(£)(1} of such title, as appropriate.

{i} An executive agency shall make available 1o any business concern, or the
authorized representative of such concern, the complete solicitation package for any
on-going procurement announced pursuant to a notice under subsection (¢). An
executive agency may require the payment of a fee, not f:xceedmg the actual cost of
duplication, for a copy of such package.

) For purposes of this section, the term "executive agency” has the meaning

provided such term in section 4(1) of the Office of Federal Procurement Policy Act (41
U.S.C. 4030137

{&*? NOTICES OF SUBCONTRACTING OPPORTUNITIES —

{1y  IN GENERAL - Nctices of subcontracting opportunities may be
submitted for publication in the Commerce Business Daily by-w

{A} abusiness concern awarded a contract by an executive
agency subject to subsection (€)1 }{C); and

(B}  abusiness concern that is @ subcontractor or supplier (at
any tier) to such contractor having & subcontracting opportunity in excess of $10,060.

(2)  CONTENT OF NOTICE - The notice of a subcontracting
opportunity shall melude—

{A) adescription of the business opportunity that is comparable

1o the description specified in paragraphs (1), (2}, (3), and {4} of subsection {(f); and

% Secrion 404{a) of PL 98-577, approved Oct, 38, 1984 (98 Stat. 30823,

[41 USC
2511

[41 USC
253(002),
{1l uUsC

2304(6)(2)).

“Executive
agency,”
{41 UsC
AC3(NL

¥ New subsection 8k} added by § 416(a) of P.L. 105-135, approved Dec, 2, 1997 (111 Star. 2620}, Section 416(b} of

the same law provides:

REGULATIONS REQUIRED - The Federal Acquisition Regulation shall e amended to provide uniform

implementation of the amendments made by this section,

{Rev. 3, Change 1}
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(B)  the due date for receipt of offers. .
(""" MANAGEMENT ASSISTANCE FOR SMALL BUSINESSES Management
appropriate, its entrepreneunal development and management assistance programs, affectsd by
including programs involving State or private sector partners, to provide business military
counseling and training to any small business concem adversely affected by the aperaiions.

deployment of units of the Armed Forces of the United States in support of a period of
miliary conflict (as defined in section 7{n){(1}}.

§9% (@)  Research and developrent are major factors in the growth and progress of  Research and
industry and the national economy. The expense of carrying on research and development.
development programs is beyond the means of many small-business concerns, and such 15 USC 638.
concerns are handicapped in obtaining the benefits of research and development
programs conducted at Government expense. These small-business concerns are thereby
placed at a competitive disadvantage. This weakens the competitive free enterprise
systemn and prevents the orderly development of the national economy. It is the policy of

Policy of
the Congress that assistance be given to small-business concemns o enable them to QZ;ZE;
undertake and to obtain the benefits of research and development in order to maintain and
strengthen the competitive free enterprise system and the national economy.

(b) It shall be the duty of the Adhlinistr_ation, and 1t is hereby empowered - .
)

% Subsection 3(1) added by § 303(a) of P.L. 106-58, approved August 17, 1999 {113 Stat. 243). Section 303 fiurther
provides:

{1} ENHANCED PUBLICITY DURING OPERATHIN ALLIED FORCE.—For the dursticn of
Operation Allied Force and for 120 days thereafter, the Administration shall enhance its publicity of the
availability of assisiance provided pursuant to the amendmernt made by this section, inciuding information
regarding the appropriate local office at which affected small businesses may seek such agsistance.

(c) GUIDELINES, Mot later than 30 days after the date of the enactment of this section, the Administrator
of the Small Business Administration shall issue such guidelines as the Administrator determines to be necessary
to carry o this ssction and the amendment made by this section.

section 306 of PL 182-884, approved Oct, 28, 1992 (106 Stat. 3249), provides:

{a} PURCHASE OF AMERICAN-MADE EQUIPMENT AND PRODUCTS. -1t is the sense of the
Congress that an entity that ig swarded a funding agreement under the SBIR program of 1 Pederal agency under
section © of the Small Businzss Act should, when prrchasing any squitment or a product with fuads provided
through the funding agreement, purchase oaly American-made equipment and products, to the extent possible in
keeping with the overall purposes of that program.

SBIR program shal) provide to each recipient of such an award a notice describing the sense of the Con

() NOTICE TO SBIR AWARDEES ~-Each Federal agency that awards funding agreements uader
set forth in subsection ().

{Rev. 9, Change 1)
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4] 1o assist small-business concerns to obtain Government contracts
for research and development;

(2)  to assist small-business concerns to obtain the benefits of research
and development performed under Government contracts or at Government expense,
‘ (3)  toprovide technical assistance to small-business concems to
accomplish the purposes of this section; and

3P 1o develop and maintain a source file and an information program
10 assure ach qualified and interested small business concern the opportunity to
participate in Federal agency small business innovation research programs and smatl
business technology transfer pilot programs;

Assisance in
obtaining
R&D
conrscts,

Provide
technical
sgsistance,

egubsections H(b)4) - HOX 7} added by § 3 of PL 97-219, Small Business Innovation Development Act of 1982,
approved July 22, 1982 (36 Stat. 217). These subsections were to be repealed Oct. 1, 1988, per § 5 of PL $7-219, but
were extended te Oct. |, 1993, by § 2 of PL 99243, approved Qct. 6, 1986 {100 Stat. 1128). Reference to small
business technology transfer pilot programs and to $TTR added by § 202(a) of P, 102-564, approved Oct. 28, 1992 (106

Stat, 4249).

{Rev. 9, Change 1}
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{5)  to coordinate with participating agencies a schedule for release of
8BIR and STTR solicitations, and 1o prepare a master release schedule 5o as to maximize
small businesses’ opportunities (o respond to solicitations;

(&) to independently survey and monitor the operation of SBIR and STTR.
pwgrams within participating Federal agencies; and

(7} toreport not less than annually to the Committee on Small Business of
the Senate and the Committee on Small Business of the House of Representatives on the
SBIR and STTR programs of the Federal agencies and the Administration’s information and
monitoring efforts related to the SBIR programs. ‘

(¢}  The Administration is authorized to consult and cooperate with all
Government agencies and to make studies and recommendations to such agencies, and such
agencies are authorized and directed to cooperate with the Administration in order o carry
out and to accomplish the purposes of this section.

{d) {H The Administrator is authorized to consalt with representatives of
small-business concerns with a view to assisting and encouraging such firms to undertake
joint programs for research and development carried out through such corporate or other
mechanism as may be most appropriate for the purpose. Such joint programs may, among
other things, include the following purposes:

(A}  to construct, acquire, or establish laboratories and other
factlities for the conduct of research;

(B}  to undertake and utilize applied research;

{(C} -tocollect research information related to a particular industry
and disseminate it to participating members;

(D) toconduct applied research on a protected, proprictary, and
contractual basis with member or nonmember firms, Government agencies, and others;

{£)  to prosecute applications for patents and render patent services
for participating mernbers; and

{(F} 1o unegotiate and grant licenses under patents held under the -
joint program, and o establish corporations designed to exploit particular patents obtained by
it

{2)  The Administrator may, after consultation with the Attorney (ieneral
and the Chairman of the Federal Trade Commission, and with the prior written approval of
the Attorney General, approve any ggreement between small-business firms providing fora
Joint program of research and development, if the Administrator finds that the joint program
praposed will maintain and strengthen the free enterprise system and the economy of the
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Nation. The Administrator or the Attomey General may 3t any time withdraw his approval z
of the agreement and the joint program of Tesearch and development covered thereby, ifhe

finds that the agreement or the joint program carried on under it 13 50 longer in the best

interests of the competitive free enterprise system and the economy of the Nation. A copyof

the statement of any such finding and approval intended to be within the coverage of this

subsection, and a copy of any modification or withdrawal of approval, shall be published in

the Federal Register. The authority conferred by this subsection on the Administrator shall

not be delegated by him.

{3)  Noact or omission to act pursuant to and within the scope of any joint
program for research and development, under an sgreement approved by the Administrator
under this subsection, shall be construed t be within the prohibitions of the antitrust laws or
the Federal Trade Commission Act. Upon publication in the Federal Register of the notice of
withdrawal of his approval of the agreement granted under this subsection, either by the
Administrator or by the Attorney General, the provisions of this subsection shall not apply to
any subsequent act or omission to act by reason of such agreement or approval.

(&)*'¢ For the purpose of this section --

(13 the term "extramural budget” means the sum of the total obligations  “Extramural

minus amounts obligated for such activities by employees of the agency in or through budget™
Government-owned, Government- operated facilities, except that for the Department of
Energy it shall not include amounts obligated for atomic energy defense programs solely for . l

weapons activities or for naval reactor programs™*’, and except that for the Agency for
International Development it shall not include amounts obligated solely for general
institational support of international research centers or for grants 1o foreign countries;

(2)  the term "Federal agency” means an executive agency as defined in “Federal
section 105 of title 5, United States Code, or a military department as defined in section 102 agency.”
of such title, except that it does not include any agency within the Intelligence Community
{as the term i3 defined in section 3.4(f) of Executive Order 12333 or its successor orders);

{3}  theterm “funding agreement” means any contract, grant, or “Funding
cooperative agreement entered inio between any Federal agency and any small business for  agreement”
the performance of experimental, developmental, or research work funded in whole or in part
by the Federal Government;

3:¢3ubsertions 9(¢) - (k) added by § 4 of PL 97.219, Small Busiuess Innovation Development Act of 1982, approved July
22, 1982 {96 Sat. 218}, These subsections were to be repealed Oct, 1, 1988, per § 5 of PL 97- 219, Congressional findings
and purposes that were included in § 2 of PL 97.219 are reprinted at page 989 of this Handbook. Program extended 1 Oct.
1, 1583, by § 2 of PL 99-443, approved Oct. 6, 1986 (100 Stat. 1120).

i Department of Defense exception added by § 1 of PL 89443, approved Oct. 6, 1986 {160 Stat. 1120); it was deleted by
§ 103(c) of PL 102-564, approved Oct. 28, 1992 (166 Swat. 4249%). That sectien also inserted the provision for the

Diepariment of Energy. .
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{4y the term "Small Business Inmovation Research Program” or "SBIR" ;Snfal]
means & program under which a portion of a Federal agency's research or research and ustness

, Inmrovation
development effort is reserved for award to small business concerns through a uniform Research
process having -- : Program.”

“SBIR.”

(A}  afirst phase for determining, insofar a3 possible, the scientific
and technical merit and feasibility of ideas that appear to have commercial potential, as
described in subparagraph (B),>*® submitted pursuant to SBIR program solicitations;

(BY*® asecond phase, to further develop proposals which meet
particular program needs, in which awards shall be made based on the scientific and technieal
merit and feasibility of the proposals, as evidenced by the first phase, considering, among
other things, the proposal's commercial potential, as evidenced by~

() the small business concem’s record of successfully
commercializing SBIR or other research;

{ii) the existence of second phase :&mdmg conunitments
from private sector or non-SBIR funding sources;

(i}  the existence of third phase, follow-on commitments for
the subject of the research; and

{iv)  the presence of other indicators of the comumercial
. potential of the idea; and

(C)  where appropriaig, 4 third phase--

{i} in which commercial applications of SBIR -funded

318The phirase "that appear to have commercial potential” and reference to subparagraph (BYii) added by § 103¢a)(1) of PL,
102-364, apyroved Oct. 28, 1992 (106 Stat. 4249), The reference to (BYil) was changed to (B by § S0 LI KB of PI..
105-135, approved Dec. 2, 1997 (111 Stat. 2621).

A3gabparagraphs {B) and (C) rewsitten by § 103(a32) of PL. 102-5364, approved Oct. 28, 1892 (106 Siat. 42491 Text of
former subparagraphy (B) and (C} reprinted below:

By a second phase to further develop the proposed ideas to meet the particular program needs, the awarding of
which shall take into consideration the scientific and technical merit and feasibility evidenced by the first phase and,
where two or faure proposiis &re evaluated gs being of approximately equal scientific and technics] merit and
feasibility, special consideration shail be given to those proposals that have demonstrated third phase, nen-Federal
capital commitments; and

{C} where appropriate, a thind phase in which non-Federal capital pursues commercial applications of the
research or research and development and whichk may also involve follow-on non-SBiR funded prodestion contracts
with a Federal agency for products or processes intended for use by the United States Government; and

-
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research or research and development are funded by non-Federal sources of capital or, for (’
products or services intended for use by the Federal Govemnment, by follow-on non-SBIR . i
Federal funding awards; and

(i1}  for which awards from non-SBIR Federal funding
sources are used for the continuation of research or research and development that has been
competitively selected using peer review or scientific review criteria;
Hl te i e LI, “Research,”

(5)  the term "research” or "research and development” means any activity . o and
which is (A) a systematic, intensive study directed toward greater knowledge or development.”
understanding of the subject studied; (B) a systematic study directed specifically toward
applying new knowledge to meet a recognized need; or (C) a systematic application of
knowledge toward the production of useful materials, devices, and systems or methods,
includiog design, development, and improvement of prototypes and new processes to meet

specific requirements;

(6°*° the term "Small Business Technology Transfer Program” or "STTR”  “Small Business
means & pilot program under which a portion of a Federal agency's extramural researchor ~ Technology

research and development effort is reserved for award to small business concerns for Transfer |
cooperative research and development through a uniform process having-- “smg”-

{A)} afirst phase, to determine, to the extent possible, the scientific,
technical, and commercial merit and feasibility of ideas submitied pursuant to STTR program
solicitations;

(B)  aseccond phase, to further develop proposed deas to meet -
particular program needs, in which awards shail be made based on the scientific, technical,
and commercial merit and feasibility of the idea, as evidenced by the first phase and by other
relevant informanion; and

(Cy  where appropriate, a third phase--

63 in which commercial applications of STTR-funded
research or research and development are funded by non-Federal sources of capitat or, for
producis or services miended for use by the Federal Government, by follow-on non-STTR
Federal funding awards; and

(i)  for which awards from non-§TTR Federal funding
sources are used for the continuation of research or research and development that has been
competitively selected using peer review or scientific review criteria;

(1) the term "cooperative research and development” means researchor  Cooperative
research and development conducted jointly by a small business concern and a research x:;:;;::w
*0paragraphs 9(e)(6), (7), and (8) added by § 202(h) of PL, 102.564, approved Oct, 28, 1992 (166 Stat. 4249). .
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institution in which not less than 40 percent of the work is performed by the small business
concem, and not less than 30 percent of the work is performed by the research institation;
and

{8)  the term "research institution” means a nonprofit institution, as defined  “Ressarch
in section 4(5) of the Stevenson-Wydler Technology Innovation Act of 1980, and includes instittion.”
federally funded research and developmient centers, as identified by the National Scientific [15USC
Foundation in accordance with the governmentwide Federal Acquisition Regulation issued in 37036
accordance with section 35(c)(1) of the Office of Federal Procurement Policy Act {or any
successor regulation thereto).

{fy"** FEDERAL AGENCY EXPENDITURES FOR THE SBIR PROGRAM --

{1y  REQURIED EXPENDITURE AMOUNTS.—-Each Federal agency  Rescarch or
which has an extramural budget for research or research and development in excess of R & D budget.
3100,000,000 for fiscal year 1992, or any fiscal year thereafier, shall expend with small
business concems--

(A} notless than 1.5 percent of such budget in cach of fiscal years
1993 and 1994;

igection KL rewritten by § 103(k) of PL 102-364, approved Oct. 28, 1992 (105 Stat. 4248), Former § 3({f) is reprinted
below:

{1 Fach Federal agency which has an extramural budget for research or ressarch and development in excess
of $100,064,600 for fiscal year {982, or any fiscal year thereafter, shall expend not less than 0.2 per contum of iis
extramural budget in fiscal year 1983 or in such subsequent fiscal year as the agency hss such budget, not fess than
{6 per centum of such budget in the second fiscal year thereafier, not less than | per contum of such budget in the
third fiscal yeur thereafter, and not fess than 1.25 per centure of such budget in all subsequent fiscal years with small
business concerns specifically in conpection with a smal! business innovation research program which meets the
requirements of the Smali Business Innovation Development Act of 1982 and regulations issued (hereunder:
Provided, That any Fedesal agency which has an extramural budgst for research or research and development in
expess of $18,0060,000,000 for fiscal year 19832 shall expend not fess than 0.1 per centuns of its extramurs! budpet in
{fiscal year 1983, not fess than 0.3 per centum of such budget in the second fiscal year thereafier, not Jess than 8.5
per centum of such budget in the third fiscal vear thereafier, not less than | per centum of such badget in the fourth
fiscat year thereafter, and not less than 1.25 per centum of such budgst in ali subsequent fiscal years with smalil
business concerns specifically in comnection with 2 small business innovation reszarch program which meets the
requirements of the Smali Business Innovation Development Act of 1982 and reguiations issued thereundes:
Provided further, That a Federal agency shall not make available for the purpose of meeting the regnirements of this
subsection 2n amount of its extramural budge! for basic research or research and development which exceeds the
percentages specified herein. Funding agreements with small buginess concerns for research or research and
development which result from competitive or single souree selections sther than under a smai! business innovation
research program shall nat be counted as mesting any portion of the percentage requirements of this subsection,

3] Arounts appropriaied for atomic energy defense programs of the Department of Energy shall for the
purpuses of paragraph (1) be excluded from the amount of the research or research and development budget of that

. Department.
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(B) - not less than 2.0 percent of such budget in each of fiscal years
1995 and 1996; and ‘

(C)%?2 not less than 2.5 percent of such budget in each fiscal year
thereafter,

specifically in connection with SBIR programs which meet the requirements of this section,
. policy directives, and regulations issued under this section.

(2)  LIMITATIONS.--A Federal agency shall not-- Limitations.

(A) useany of its SBIR budget established pursuant to paragraph
(1) for the purpose of funding administrative costs of the program, including costs associated
with salaries and expenses; or

(B)  make available for the purpose of meeting the requirements of
paragraph (1) an amount of its extramural budget for basic research which exceeds the
percentages specified in paragraph (1).

3) EXCLUSION OF CERTAIN FUNDING AGREEMENTS.--Funding  gxciusion of
agreements with small business concemns for research or research and development which certain fundin
result from competitive or single source selections other than an SBIR program shall notbe  agree
considered to meet any portion of the percentage requirements of paragraph (1). ' |

& Each Federal agency required by subsection (f) to establish a small business
innovation research program shall, in accordance with this Act and regulations issued
hereunder -

(1)  unilaterally determine categories of projects to be in its SBIR program;

(2)  issue small business innovation research solicitations in accordance
with a schedule determined cooperatively with the Small Business Administration;

(3)°** unilaterally determine research topics within the agency's SBIR Critical
solicitations, giving special consideration to broad research topics and to topics that further 1 technologies
or more critical technologies, as identified by--

3228ection 106 of PI. 102-564, approved Oct. 28, 1992 (106 Stat. 4249) provides:

Not later than March 31, 1996, the Secretary of Defense shall submit a recommendation to the Congress addressing

whether there has been a demonstrable reduction in the quality of research performed under the SBIR program since
the beginning of fiscal year 1993, such that increasing the percentage under section 9(f}{1)(C) of the Small Business
Act would adversely affect the performance of the research programs of the Department of Defense.

323Paragraphs 9(g)(3) - (7) redesignated as (4) - (8) and new paragraph 9(g)(3) added by § 103(d} of PL 102-564, appro
Oct. 28, 1992 (106 Stat, 4249). :
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(A}  the National Critical Technologies Panel {or its successor) in
the 1991 report required under section 603 of the National Science and Technology Policy,
Organization, and Prionties Act of 1976, and in subsequent reports issued under that {42 USC §615].
authority; 01

(B) the Secretary of Defense, in the 1992 report issued in
accordance with section 2522 of title 10, United Siates Code, and in subsequent reports {16 USC 2522).
issued under that authority; ¢

{4)  unilaterally receive and evaluate proposals resuliing from SBIR
proposals; .

(55°%* subject to subsection (1), unilaterally select awardees for its SBIR
funding agreements and inform each awardee under such an agreement, to the extent
passible, of the expenses of the awardee that will be allowable under the funding agreement;

{6)  administer its own SBIR funding agreements (or delegate such -
administration to another agency);

{7)  make payments to recipients of SBIR funding agreements on the basis
of progress toward or completion of the funding agreement requirements®?® and, in all cases,
make payment 1o recipients under such agreements in full, subject to audit, on or before the
last day of the 12-month period beginning on the date of completion of such requiremnents;
and

: {(8)  make an annual report on the SBIR program to the Small Business
Administration and the Office of Science and Technology Policy.

(h)  In addition to the requirements of subsection {f}, each Federal agency which  Agency goals
has a budget for research or research and development in excess of $20,000,000 for any fiscal for funding
year beginning with figcal year 1983 or subsequent fiscal year shall establish goals agresnents.
specifically for funding agreements for research or research and development to small
business concems, and no goal established under this subgection shall be less than the
percentage of the agency's research or research and development budget expended under
funding agreements with small business concerns in the immediately preceding fiscal vear,

{i) Each Federal agency required by this section to have an SBIR program or to Report to
establish goals shall report annually to the Small Business Administration the number of SBA.
awards pursuant to grants, contracts, or cooperative agreements over $10,000 in amount and
the dollar value of all such awards, identifying SBIR awards and comparing the number and

3Reference to sabsection 9(0) added by § 103(h)}(2} of PL. 102-564, approved Oct, 78, 1992 (106 Stat. 424%), The phrase
fram "inform™ (o the semicolon added by § 1030} of PL, 102-564,

#:5The last clause in this paragraph was added by § 103(e) of PL 102-564, approved QOct. 28, 1492 {106 Stat, 4249).

149 C(Rev.9)



9Nl

SMALL BUSINESS ACT §90URD)
amount of such awards with awards to other than small business concemns.
()  (1)**® POLICY DIRECTIVES.—~ The Small Business Administration, SBIR
afler consultation with the Administrator of the Office of Federal Procurement Policy, the ?'di;t:ﬂves

Director of the Office of Science and Technology Policy, and the Intergovernmental Affairs
Division of the Office of Management and Budget, shall, within one hundred and twenty
days of the enactment of the Small Business Innovation Development Act of 1982, issue
policy directives for the general conduct of the SBIR programs within the Federal
Government, including providing for -~ -

{(A)  simplified, standardized, and timely SBIR solicitations;
(B)  asimplified, standardized funding process which provides for
() the timely receipt and review of proposals;

()  onside peer review for at least phase two proposals, if
appropriate;

(ili}  protection of proprietary information provided in

{iv) selection of awardees; - .

{v}  retention of rights in data generated in the performance
of the contract by the small business concem;

proposais; .

(vi)  transfer of title to property provided by the agency to
the small business concern if such a transfer would be more cost effective than recovery of

the property by the agency;
(vit) cost sharing; and
{vitl) cost principles and payment schedules;

(C)  exemptions from the regulations under paragraph (2) if national
security or intelligence functions clearly would be joopardized;

(DY  minimizing regulatory burden associated with participation in
the SBIR program for the small business concern which will stimulate the cost-effective
conduct of Federal research and development and the likelihood of commercialization of the
resulis of research and development conducted under the SBIR program;

$2%Bection 94) was rewritten by § 103(¢) of PL. 102-564, approved Oct. 28, 1992 (106 Stat. 4249}, That section tenum

subparagraphs 92X A}Y - (H) as clanses (i) » (vii), redesignated paragraphs 96)(1) « (7) a8 subpuragraphs (A} (G), &
the title in new paragraph 3(3)(1) and added new paragraph 93)(2).
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(E}  simplified, standardized, and timely annual report on the SBIR
program to the Small Business Administration and the Office of Science and Technology
Policy;

{F)*?7 standardized and orderly withdrawal from program
participation by an agency having a SBIR program; at the discretion of the Administration,
such directives may require a phased withdrawal over a period of time sufficient in duration
to minimize any adverse irpact on small business concerns; and

(G)  the voluntary participation in a SBIR program by a Federal
agency not reguired to establish such a program pursuant to subsection (f).

(2) MODIFICATIONS.~-Not later than 90 days afier the enactment of the
Small Business Research and Development Enhancement Act of 1992, the Administrator
shall modify the policy directives issued pursuant to this subsection to provide for—-

‘ (A) retention by a small business concern of the rights to data
generated by the concern in the performance of an SBIR award for a period of not less than 4
YEars; :

{B) continucd use by a small business concern participating in the
third phase of the SBIR pragram, as a directed bailment, of any property transferred by a
Federal agency to the small business concern in the second phase of an SBIR program fora
period of not less than 2 years, beginning on the initial date of the concern’s participation in
the third phase of such program;

. {Cy}  procedures to ensure, to the extent practicabie, that an agency
which intends to pursue research, development, or production of a technology developed by a
small business concern under an SBIR program enters into follow-on non-SBIR funding
agreements with the small business concern for such research, development, or produgtion;

(D)  anincrease to $100,000 in the first phase of an SBIR program,
and to $750,000 in the second phase of an SBIR program, and an adjustment of such amounts
OIKE every 5 years to reflect economic adjustments and programupatic considerations;

(B}  aprocess for potifying the participating SBIR agencies and
pofential SBIX participants of the 1991, 1992, and the current critical techrnologies, as
wdentified. ‘

(i} by the Naticnal Critical Technologies Panel (or its
successor), in accordance with section 603 of the National Science and Technology Policy,

8ubsections ¥ 6) and {7) were added (and conforming changes made w subsections 4 and 5) by § 168 of PL 100-554,
appraved Mov. 3, 1988 (102 St 2994},
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Organization, and Priorities Act of 1976; or . \

{it} by the Secretary of Defense, in accordance with section
2522 of title 10, United States Code;

{F}  echanced outreach efforts to increase the participation of
socially and economically disadvantaged small business concerns, as defined in section
8(8)(4}, and the participation of small businesses that are 51 percent owned and controlled by
women in technological innovation and in SBIR programs, including the third phase of such
programs, and the collection of data to document such participation;

{G) - technical and programmatic guidance 10 encourage agencies to
develop gap-funding programs to address the delay between an award for the first phase of an
SBIR program and the application for and extension of an award for the second phase of such

program,

{H)  procedures to ensure that a small business concern that submits
a proposal for a funding agreement for the first phase of an SBIR program and that has
received more than 15 second phase SBIR awards during the preceding 5 fiscal years is able
to demonstrate the extent to which it was able to secure third phase funding to develop
concepts resulting from previous second phase SBIR awards; and

¢8 procedures to ensure that agencies participating in the SBIR .
program retain the information submitted under subparagraph (H) at least until the General ’}
Accounting Office submits the report required under section 105 of the Small Business
Research and Development Enhancement Act of 1992,

(k)**® [Reserved).

(1)**®* REPORTING OF AWARDS MADE FROM SINGLE PROPOSAL, TO Reporting of
awards.

*28Zection (k) was deleted by sec. 103(g) of PL 102-564, approved Oct. 28, 1992 (106 Stat. 4253). Text of former sec. Hk)
is reprinted: : ‘

The Director of the Office of Science and Technology Policy, in consultation with the Federal Coordinating Council
for Science, Engineering and Research, shall, in addition to sach ether responsibilities imposed upen him by the
Small Business lnnovation Development Act of 1982 --

(1} - independently survey and monitor all phases of the implementation and operation of SBIR
programs within agencies required to esiablish an SBIR program, including compliznce with the
expenditures of funds according to the requirements of subsection (f} of this section; and

{2} report not less than annuzlly, and at such other times as the Director may deem zppmpziaze’, to the
Commitiees on Small Business of the Senate and the House of Representatives on all phases of the

implementation and operation of SBIR programs within agencies required to establish an SBIR program,
together with such recoramendations as the Director may deen appropriate. .

129Subsection 9(1) added by § 103(k) of PL 102-564, approved Oct. 28, 1992 {106 Stat. 4249).
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MULTIPFLE AWARD WINNERS, OR TO CRITICAL TECHNOLOGY TOPICS--

' (1)  SINGLE PROPOSAL.--If a Federal agency required to establish an
SBIR program under subsection (f) makes an award with respect to an SBIR solicttation
topic or subtopic for which the agency received only 1 proposal, the agency shall provide
written justification for making the award in its next quarterly report 1o the Administration
and in the agency's next annual report required under subsection (g){8).

{2} MULTIPLE AWARDS.--An agency referred to in paragraph (1) shall
include in its next annual report required under subsection {g)#) an accounting of the awards
the agency has made for the first phase of an SBIR program during the reporting period to
entities that have received more than 135 awards for the second phase of an SBIR program
during the preceding 5 fiscal years.

{3y CRITICAL TECHNOLOGY AWARDS..-An agency referred to in
paragraph (1] shall include in its next annual report required under subsection (g)(8) an
accounting of the number of awards it has made o critical technology topics, as defined in
subsection (g)(3), including an identification of the specific critical technologies topics, and
the percentage by number and dollar amount of the agency's total SBIR awards to such
critical technology topics.

(m)*** TERMINATION.-The authorization to carry out the Small Business . Sunser.
Innovation Research Program under this section shall terminate on October 1, 2000.

{n)*** REQUIRED EXPENDITURES FOR STTR BY FEDERAL AGENCIES. -

{I) REQUIRED EXPENDITURE AMOUNTS - With respect to fiscal

Figubsection S(m) added by § 104(b) of PL. 102-564, approved Oct, 28, 1992 (106 Star. 4249). Section 104{z) of PL. 102,
564 repesled section § of the Small Business Innovation Development Act of 1982 (PL 97-219).

3isubsections (u) - (p) added by § 202(c) of PL 102-564, spproved {ct. 28, 1992 (106 Stat. 4249). Parsgraph 9{:15( 1) was
rewritien by § S01{a) of P.L. 105-135, approved Dec. 2, 1997 (111 Star. 2628). Text of former paragraph 9(n)(1) is reprinted
below:
4 REQURIED EXPENDITURE AMOUNTS.—Each Federal agency which has an extramura) budget for
eseach or research and development in excess of $1,000,000,000 in fiscal year 1994, 1995, or 1996, is authorized
16 expend with smal] business concemg.
(A} not less than (0L0S percent of such budges in fiscal year 1994;
(B) not less than §.1 percent of such budget in fiscal year 1993, and
(Cy not lass than .15 percent of such budget in fiscal years 1996 and 1997,

specificnlly in connection with STTR programs which meet the requirements of this section, policy directives, and
regulations issued under this section.
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years 1998, 1999, 2000, and 2001, each Federal agency that has an extramural budget for . %
research, or research and development, in excess of $1,000,000,000 for that fiscal vear, is ‘
authorized to expend with small business concerns not less than 0.15 percent of that

extramural budget specifically in connection with STTR programs that meet the requirements

of this section and any policy directives and regulations issued under this section.

{2y  LIMITATIONS-A Federal agency shall not Limitation
{A)}  useany of its STTR budget established pursuant to paragraph

{1) for the purpose of funding administrative costs of the program, including costs associated

with salaries and expenses, or, in the case of a small business concern or a research

institution, costs associated -with salaries, gxpenses, and administrative overhead (other than

those direct or indirect costs allowable under guidelines of the Office of Management and

Budget and the governmentwide Federal Acquisition Regulation issued in accordance with

section 25(c) 1) of the Office of Federal Procurement Policy Act}; or

(B}  make available for the purpose of meeting the requirements of
paragraph (1} an arnount of its extramural budget for basic research which exceeds the

perceniage specified in paragraph (1).

(3)  EXCLUSION OF CERTAIN FUNDING AGREEMENTS —-Funding  Exclusionof
agreements with small business concerns for research or research and development which ~ coriain Saagiog
result from competitive or single source selections other than an STTR program shall not be  %F°* |
considered to meet any portion of the pergentage requirements of paragraph {1).

(o)  FEDERAL AGENCY STTR AUTHORITY .~-Each Federal agency required to
establish an STTR program in accordance with subsection (n) and regulations issued under
this Act, shall--

(1) unilaterally determine categories of projects to be included in its STTR
program;

{2y  issue STTR soliciiations in accordance with a schedule determined
cooperatively with the Administration;

(3)  wnilaterally determine rescarch topics within the agency's STTR
solicitations, giving special consideration to broad research topics and to tapxcs that further 1
of more critical technologies, as identified. I

(A) by the National Critical Technologies Panel {or its successor)
in reports required under section 603 of the National Science and Technology Policy, {42 USC 6615].
Organization, and Priorities Act of 1976, or
, _ ) [10 USC 2522).
(B} by the Secretary of Defense, in accordance with section 2522
of title 10, United States Code; .
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(4)  unilaterally receive and evaluate proposals resulting from STTR
solicitations; .

(5)  unilaterally select awardees for its STTR funding agreements and
inform each awardee under such an agreement, to the extent possible, of the expenses of
the awardee that wilt be allowable under the funding agreement;

(6)  administer its own STTR funding agreements (or delegate such
administration to another agency);

{7y make payments to recipients of STTR funding agreements on the
basis of progress toward or completion of the funding agreement requirements and, in all
cases, make payment o recipients under such agreemenits in full, subject te audit, on or
before the last day of the | 2-month pericd beginning on the date of the completion of
such requirements;

{(8)°** include, as part of its annual performance plan as required by
subsections {a) and (b} of section 1118 of title 31, United Biates Code, a section on its
STTR program, and shall submit such section o the Committee on Small Business of the
Senate, and the Committee on Science and the Committee on Small Business of the
House of Representatives;

(9)  collect such data from awardees as is necessary to assess STTR
program outputs and outcomes;

(10} submit an annual report on the STTR program o the
Administration and the Office of Science and Technology Policy;

{11} develop a model agreement not later than July 31, 1993, 1o be
approved by the Administration, for allocating between small business concemns and
research institutions inteliectual property rights and rights, if any, to carry out follow-on
research, development, or commercialization;

{12} develop, in consultation with the Office of Federal Procurement
Policy and the Office of Government Ethics, procedures to ensure that federally funded
research and development centers {as defined in subsection (¢ K8)) that participate in
STTR agreements-- ;

: (A} are free from organizational conflicts of interests relative to
the STTR program;

332 Paragraphs #{0)(8) through (1 1) renumbered 20X 10} through (13}, respectively, and new paraéraphs {Biand{%)
added by § 30i{h) of PL. 108-135, approved Dec. 2, 1997 {111 Sial. 2821,
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(B)  do not use privileged information gained through work
performed for an 8TTR agency or private access to STTR agency personnel in the
development of an STTR proposal; and

{C)  usc outside peer review, as appropriate; and

{13) not later than July 31, 1993, develop procedures for agsessing the
commercial merit and feasibility of STTR proposals, as evidenced by--

{A)  the small business concem's record of successfully
cormercializing STTR or other research;

(B}  the existence of second phase funding commitments from
private sector or non-STTR funding sources;

-{C)  the exisience of third phase follow-on commitments for the
subiect of the research; and ’

(D) the presence of other indicators of the commercial potential
of the tdea.

{p)*>* STTR POLICY DIRECTIVE.--

(1) ISSUANCE.--The Administrator shall issue a policy directive for
the general conduct of the STTR programs within the Federal Government. Such policy
directive shall be 1ssued after consultation with-.

{A)  the heads of each of the Federal agencies required by
subsection {n) to establish an STTR program;

(BY** the Under Secretary of Commerce for Intellectual Property
and Director of the United States Patent and Trademark Office; and ’

(Cy  the Director of the Office of Federal Procurement Policy.

333 section 202(3) of PL 102-554, approved Oct. 28, 1992 (106 Stat. 4249), provides:
The policy directive reguired by section 3{p) shall be published--

(H i proposed form (with an opportunity for public comment of not less than 36 davs), not
fater than April 30, 1993; and

{2} in final form, nof later than fuly 31, 1993, .
334 Changed from "the Commissioner of Patents and Trademarks” by § 47364(3) of P.L. 106-113, approved Nav, ‘
29, 1999 {113 Sat, 1501).
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. {2}  CONTENTS.—The policy directive required by paragraph (1) shalf
provide for--

(A) simplified, standardized, and timely STTK solicitations;
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{By asimplified, standardized funding process that provides for--
(i) the timely receipt and review of proposals;

(i1} Qutsid_e peer review, if appropriate;
(iiiy  protection of proprietary information provided in
proposals; '

{iv)  selection of awardees;

(v)  retention by a small business concern of the rights to
data generami by the concern in the performance of an STTR award for a period of not less
than 4 years;

{vi} continued use by a small business concern, as a directed
bailment, of any property transferred by a Federal agency to the small business concern in the
second phase of the STTR program for a period of not less than 2 years, beginning on the
initial date of the concern's participation in the third phase of such program;

{vil} cost sharing;
(viil) «<ost principles and payment schedules; and

(ix)  I-year awards for the first phase of an STTR program,
generally not (o exceed $100,000 and 2-year awards for the second phase of an STTR
program, generally not 1o exceed $500,000, greater or lesser amounts to be awazéod at the
discretion of the awarding agency;

{C) minimizing regulatory burdens associated with participation in
STTR programs;

{I)  guoidelines for a model agreement, t© be used by all agencies,
for allocating between small business concerns and research institutions intellectual property
rights and rights, if any, 10 carry out follow-on research, development, or commercialization;

(E}  procedures to ensure that-~

(i) a mi;riént of an 8TTR award is a small business
concern, as defined in section 3 and the regulations promulgated thereunder; and

(i1}  such small business concern exercises management and
control of the performance of the STTR funding agreement pursuant to a business plan
providing for the commercialization of the technology that is the subject matter of the award;
and
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(F)  procedures to ensure, to the extent practicable, that an agency .
which intends to pursue research, development, or production of a technology developed by a

small business concern under an STTR program enters into follow-on, non-STTR funding
agreements with the small business concern for such research, development, or production,

(@' DISCRETIONARY TECHNICAL ASSISTANCE.— ot

assistance.
(1)  IN GENERAL.--Each Federal agency reguired by this section o
conduct an SBIR program may enter into an agreement with a vendor selected under
paragraph (2) to provide small business concerns engaged in S8BIR projects with technical
assistance services, such as access to a network of scientists arxd engineers engaged in a wide
range of technologies, or aceess to technical and business literature available through on-line
data bases, for the purpose of assisting such concerns in--

{A) making better technical decisions concerning such projects;

{B) solving techmcal problems which anise during the conduct of
such projects;

{C) minimizing technical risks associated with such projects; and

{D}  developing and commercializing new commercial products and
processes resulting from such projects,

{2Y**> VENDOR SELECTION ~-Each agency may select a vendor to assist
small business concerns to meet the goals listed in paragraph (1) for a term not to exceed 3
years. Such selection shall be competitive and shall utilize merit-based criteria.

(3}  ADDITIONAL TECHNICAL ASSISTANCE.~

{A}  FIRST PHASE.--Each agency referred to in paragraph (1) may
provide services described in paragraph (1) to first phase SBIR award recipients in an amount
equal 1o not more than 34,000, which shall be in addition to-the amount of the recipient’s
award, !

(B)  SECOND PHASE .--Each agency referred to in paragraph (1)
may authorize any second phase SBIR award recipient to purchase, with funds available from
their SBIR awards, services described in paragraph (1), in an amount equal to not more than

33Subsection 9(q) added by § 301{a) of PL 102-564, approved Oct. 28, 1992 {106 Stat. 4249).

23 Jubsection Hq¥2) rewritten by § 607 of P.L. 103-403, approved Oct. 22, 1994 (108 Stat. 4204). Text of former § 932}
is reprinted below:

Anmually, each agency may select a vendor for purpeses of this subsection using competitive, merit-based m‘te.

1o assist smali business concerns to meet the goals listed in paragraph (1]. :
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$4,000 per year,
{r3**% "THIRD PHASE AGREEMENTS.~-

{13y  IN GENERAL --In the case of a smalf business concern that is
awarded a funding agreement for the second phase of an SBIR or STTR program, a Federal
agency may enter into & third phase agreement with that business concem for additional work
to be performed during or after the second phase period. The second phase funding
agreement with the small business concern may, at the discretion of the agency awarding the
agreement, set out the procedures apphcabie to third phase agreements with that agency or
any other agency.

(23 -DEFINITION.~In this subsection, the term “third phase agreement”
means a follow-on, non-SBIR or non-STTR funded contract as described in paragraph (4X(C)
or paragraph (6)(C) of subsection {¢). :

(3) INTELLECTUAL PROPERTY RIGHTS.~Each funding agreement
under an SBIR or STTR program shall include provisions setting forth the respective rights
of the United States and the small business concemn with respect to intellectual property
rights and with respect to any right tw carry out follow-on research.

{(sy>’ OUTREACH

(1)  DEFINITION OF ELIGIBLE STATE ~ In this sabseczibn, the term
“eligible State” means 2 State—

(A) i the total value of contracts awarded to the State during fiscal
year 1995 under this section was less than $5,000,000; and

(B} that certifies to the Administration described in paragraph (2)
that the State will, upon receipt of assistance under this subsection, provide matching funds
from non-Federal sources in an amount that is not less than 30 percent of the amount
provided under this subsection. o

{23  PROGRAM AUTHORITY - Of amounts made available (o carry out
this section for fiscal year 1998, 1999, 2000, or 2001 the Administrator may expend with
eligible States not more than $2,000,000 in each such fiscal year in order to increase the
participation of small business concerns located in those States in the programs under this
section.

(3)  AMOUNT OF ASSISTANCE - The amount of assistance provided to

33Subsection 9(r) added by § 308 of PL. 102-364, approved Oct. 28, 1992 (106 Stat. 4249).

“Third phase
agroement.”

“Eligible
gtate”

337 New subsections 9(s) and (1) added by § SCIB}IXC) of P.L. 105-135, approved Dec. 2, 1997 (111 $tar, 2621). Section

501(b¥2) provides for the repeal of subsection %3} effective Qctober 1, 2001,
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an eligible State under this subsection in any fiscal year— . X

(A)  shall be equal to twice the total amount of matching funds from
non-Federal sources provided by the State; and

(B)  shall not exceed $100,000.

{4)  USE OF ASSISTANCE - Assistance provided to an eligible Siate
under this subsection shall be used by the State, in consultation with State and local
departments and agencies, for programs and activities to increase the participation of small
business concerns located in the State in the programs under this section, including—

{A} the establishment of quantifiable performance goals, including
goals relating to— %

(i) the number of program aﬁfards under this section made
1o small business concems in he State; and

(i1)  the total amount of Federal ressarch and development
coniracts awarded to small business concerns in the State;

(B) the provisicn of competition outreach support to small business
concerns in the State that are involved in research and development; and .

(C)  the development and dissemination of educational and
promotional information relating to the programs under this section to small business
concerns in the State,

() INCLUSION IN STRATEGIC PLANS - Program information relating to the
SBIR and STTR programs shall be included by each Federal agency in any update or revision
required of the Federal agency under section 306(b) of title S, United States,

§10.7%8x)  The Administration shall, as soon as practicable each fiscal®*® year make a Reports,
comprehensive annual report (© (he President, the President of the Senate, the Senale Select 15 USC 639,
Commitiee on Small Business, and the Speaker of the House of Representatives. Such report

shall include a description of the state of small business in the Nation and the several States,

and a description of the operations of the Administration under this chapter, including, but

Bfammer § 10(a) was rewritten and the reporting requirement changed from semiannual to annual by § $(a¥ 1) of PL
87-305, approved Sept. 26, 1961 (75 Stat. 666). Additional reporting requirements wers fraposed by § 7 of PL §3-237,
approved Jan. 2, 1974 (87 Stat, 1023), which added the second and third sentenices and made other insubstantial changes to

§ 10(a).

3% Fiscal” year substituted for “calendar” year by § 3(4} of PL $3-608, an Act to discontinue or modify centain reporting
requirements of law, approved Jan. 2, 1975 (88 Stat. 1967). .
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not limited to, the general lending, disaster relief, Government regulation relief, procurement
and property disposal, research and development, technical assistance, dissemination of data
and information, and other functions under the jurisdiction of the Administration during the
previous fiscal™*® year. Such report shall contain recommendations for strengthening or
improving such programs, or, when necessary or desirable te implement more effectively
congressional policies and proposals, for establishing new or gltemative programs. In
addition, such report shall include the names of the business concerns to whom contracts are
et and for whom financing is arranged by the Administration, together with the amounts
involved. With respect to minority small business concerns, the report shall include the
proportion of loans and other assistance under this Act provided to such concerns, the goals
of the Administration for the next fiscal vear with regpect to such concerns, and :
rew;zzinenciatiens for improving assistance 16 minority small business concerns under this
Act. ¥ ‘

(b)  The Administration shall make a report to the President, the President of the mﬁm
Senate, and the Speaker of the House of Representatives, to the Senate Select Committee on comamittess.
Small Business, and to the Committee on Small Business of the House of Representatives,?*2
as soon as practicable each fiscal year,*** showing as accurately as possible for each such
period the amount of funds appropriated to it that it has expended in the conduct of each of its
prineipal activities such as lending, procurement, contracting, and providing technical and
managerial aids.”** Such report shall contain the number and amount of loans, the number of
applications, the total amount applied for, and the number and amount of defaults for each
type of equipment or service for which loans are authorized by* %3 this Act. Such report shall
provide such information separately on each type of loan made under paragraphs (10)
through (15) of section 7(a) and separately for all other loan programs. in addition, the
mformation on loans shall be supplied on a monthly basis to the Conunittee on Smal}

Business of the Senaie and the Committee on Small Business of the House of
Representatives,

o Senate Select Committee on Smiall Business” added by § 203 of PL 95-89, approved Aung. 4, 1977 (91 Stat. 5533 The
Senate deleted the word "Select” by 8. Res. 12§, 97th Cong., 131 Sess, Mar. 25_,, 1981,

3L ast serstence added by § 211 of PL 95.89, approved Aug, 4, 1977 (81 Star. 553}, The requirement of the repoit of the
progress in liquidating the assets and winding up the aiffairs of the REC repealed by § 3(4) of PL 93.608, an Act 1o
discontinue or modify certain reporting requirements of law, approved Jan. 2, 1975 (88 Swat. 1967).

MHiCommittee on Smalf Business of the House of Representatives” substituted for *House Scelect Commitioe to Conduct a
Study and Investigation of the Problems of Small Business” by § 204 of PL 95-89, approved Aug. 4, 1977 {91 St 553),

33The phrase “as soon 23 practicable each fiscal yedr™ substitnted for "on December 31 of each year” by § 3(5) of PL.
93-608, an Act o discontinue or modify certain reporting requirements of law, approved Jan, 2, 1975 {88 Stat. 1967},

344 The reporting tequirement 1o § 16{b) was changed from semiannual to annual by § 52)2) of PL. 87-383, approved Sept.
26, 1961 {75 Stat. 667).

145The werds “this Act™ . . . through the end of § 10(b) added by § 1904 of PL 97-13, approved Aug. 13, 1981 {95 Stat. 357).

This change also delered prior language conceming reporting requivernents for fonmer § 7(3) loans, which bad been added by
PL 95-315, the Small Business Energy Loan Act of 1978, approved July 4, 1978 (92 $tat. 3190,
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- {&y’*® {Repealed].

{(d}  For the purpose of aiding in carrying out the national policy to insure that a o ent
fair proportion of the total purchases and contracts for property and services for the reports.
Government be placed with small-business enterprises, and to maintain and strengthen the
overall economy of the Nation, the Department of Defense shall make an annual report to the
Committees on Small Business of the Senate and the House of Representatives®” showing
the amount of funds appropriated to the Department of Defense which have been expended,
obligated; or contracted to be spent with small business concerns and the amount of such
funds expended, obligated, or contracted to be spent with firms other than small business in
the same fields of operation; and such reports shall show separately the funds expended,
obligated, or contracted to be spent for basic and applied scientific research and development.

‘(e}  The Administration and the Inspector General of the Administration®** shall
rerain all correspondence, records of inquiries, memoranda, reports, books, and records, Maintenance of
including memoranda as to all investigations conducted by or for the Administration, fora  records availabl
period of at least one year from the date of each thereof, and shall at all times keep the same % Small Busine
avatlable for inspection and examination by the Senate Select Committee on Small Business Commitiees.
and the Committee on Small Business of the House of Representatives,?*? or their duly
authorized representatives.

{2)°%% - The Committee on Small Business of either the Senate or the House of .
Representatives may request that the Office of the Inspector General of the Administration !
conduct an investigation of any program or activity conducted under the authority of section

MeGubseetion 10(c) repealed by § 1091 of ?’L 104.86, approved Dec. 21, 1995 (106 Stat. 722). Texr of former § 10(c) is
set out below:

)] The Attorney General i directed to make, or direct the Federal Trade Commission 1o make for him,
surveys of any activity of the Government which may affect small business, for the purpose of determining any
factors which may tend 1o eliminate competition, create or strengthen monopolies, promote undue concentration of
economic power, or otherwise injure small business.

A The Attorney General shal] submis to the Congress, the Senate Select Committes on Smail Business and
the President, at such times 25 be deems desirable, but not less than once every vear, reports setting forth the results
of such surveys and including such recormmendations as he may deem desirakle.

MiMonthly reports by Department of Defense changed to annual report by § 24 1(1) of P.L. 101574, approved Nov, 15,
§o50 (1064 Stat. 2826). '

8The Inspecior General was added by § 408(e¥( 1) of PL 100-856, approved Nov. 15, 1988 (102 Stat, 3876),

eammittes on Sraall Business of the House of Representatives” substituted for “House Select Committes to Conduct a
Study and lavestigation of the Problems of Smali Business™ by § 207 of PL 93-89, approved Aug. 4, 1977 {91 Stat. 853),

#Paragraph 10(e}(2) was added by § 406{eX7) of PL. 100-656, approved Nov. 15, 1988 (102 Stat, 3876). There isno .
paragraph 10{eX1} ' '
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() or 8(a). Not later than thirty days after the receipt of such a request, the Inspector
General shall inform the committee, in writing, of the disposition of the request®™? by such
office.

(f)  Tothe extent deemed necessary by the Administrator to protect and preserve
staali-business interests, the Administration shall consutt and cooperate with other
departments and agencies of the Federal Government in the formulation by the
Administration of policies affecting smali-business concerns. When requested by the
Administrator, each department and agency of the Federal Government shall consult and
cooperate with the Administration in the formulation by the Administration of policies
affecting small-business concerns. When requested by the Administrator, cach department
and agency of the Federal Government shall consult and cooperate with the Administration in
the formulation by such department or agency of policies affecting small- business concerns,
in order to insure that small-business interests will be recognized, protected, and preserved.
This subsection shall not require any department or agency to consult or cooperate with the
Administration in any case where the head of such department or agency delermines that
such consultation or cooperation would unduly delay action which must be taken by such
department or agency to protect the national interest in an emergency,

(8% The Administration shall transmit, not later than December 31 of each year, 1o penens.
the Senate Select Committee on Small Business and Committee on Small Business of the
House of Representatives®®” a sealed report with respect to-- »

H complainis alleging illegal conduct by employees of the
Administration which were received or acted upon by the Administration during the
preceding fiscal year; and

{2y  investigations undertaken by the Administration, including external
and internal audits and security and investigation reports.

(h)*** The Administration shall transmit, not later than March 31 of each year, to the gﬁ?iﬁ;{, ol
Committees on Small Business of the Senate and House of Representatives a report on the COWM
secondary market operations during the preceding calendar year, This report shall include,
but not be limited to, (1) the number and the total dollar amount of loans sold into the
secondary market and the distribution of such loans by size of loan, size of lender,

geographic location of lender, interest rate, maturity, lender servicing fees, whether the rate is

Mg aouest” substituted for “matter” by § 13 of PL. 10137, spproved June 15, 1989 €103 Stat. 73).

#2Added by § 4 of PL 93386, approved Aug. 23, 1974 (88 Stat. 742}

IESenate Select Cammittee on Smadl Business and Committee on Small Business of the House of Representatives™
substituted for “Committes on Ranking, Housing and Urbian Affairs of the Senate and the Committee on Banidng and
Curreacy of the House of Representatives” by § 208 of PL, 95-89, approved Aug, 4, 1977 (51 Stat. 553). The Senate deleted
the word “Select” by 8. Res. 101, 97th Cong,, 15t Sess., Mar. 25, 1981,

B43ubsection 10(h) added by § 4 of PL 93.352, Small Business Secondary Market Improvements Act of 1984, approved
July 10, 1984 {58 Stat. 329).
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fixed or variable, and premimm paid; (2) the mumber and dollar amount of loans resold in the
secondary market with a distribution by size of loan, interest rate, and premiums; (3) the .
number and total doliar amount of pools formed; {(4) the number and total dollar amount of
loans in each pool; (5} the dollar armount, interest rate, and terms on each loan in each pool
and whether the rate is fixed or variable; (6) the number, face value, interest rate, and terms
of the trust certificates issued for each pool; (7) to the maximum extent possible, the use by
the lender of the proceeds of sales of loans in the secondary market for additional lending to
small business concerns; and (8)'an analysis of the information reported in {1} through (7} 1o
assess small businesses’ access 1o capital at reasonable rates and terms as a result of
secondary market operations.
§11. (@  The President is authonzed to consult with representatives of smali-business 15 USC 640,
concerns with a view 10 encouraging the making by such persons with the approval of the
President of voluntary agreements and programs to further the objectives of this Act.
{6}  No act or omission %0 act pursuant to this Act which ocours while this Actigin ;A,:L‘;‘,’;‘;Ln
effect, if requested by the President pursuant te a voluntary agreement or program approved
under subsection {a) of this section and found by the President 1o be in the public interest as
contributing to the national defense, shall be construed to be within the prohibitions of the
antitrust Jaws or the Pederal Trade Commission Act of the United States. A copy of each
such request intended to be within the coverage of this section, and any modification or
withdrawal thereof, shall be furnished {0 the Attoruey General and the Chairman of the
Federal Trade Commission when made, and it shall be published in the Federal Register .
unless publication the:reof would, in the opinion of the President, endanger the national !
security.

{c) The authority granted in subsection (b} of this section shail be delegated only
{1) to an official who shall for the purpose of such delegation be required to be appointed by
the President by and with the advice and consent of the Senate, (2) upon the condition that
such official consult with the Attorney General and the Chairman of the Federal Trade
Commission not less than ten days before making any request or finding thereunder, and (3)
upon the condition that such official obtain the approval of the Attomey General to any
request thereunder before making the request.®>®

{d)  Upon withdrawal of any request or finding hereunder, or upon withdrawal by
-the Attorney General of his approval of the voluntary agreement or program on which the
request or i'wéz:zg is based, the provisions of this section shall not apply to any subsequent
act, or omission to act, by reason of such finding or request. c

] Transfer of

£ 12, The President may transfer to the Administtation any functions, powers, and duties of  small-business
any departiment or agency which relate primarily to small-business problems. In connection  functions.
with any such transfer, the President may provide for appropriate transfers of records, 15 USC 64t

B5The President delegated this amhority 1o the SBA Administrator by Exec. Order No, 104583, 3 CFR 974 (1949.1953
compifation), {8 Fed. Reg. 6583 (1958). See page 701 of this Handbook. . :
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property, necessary personnel, and unexpended balances of appropriations and other funds
available {o the departinent or agency from which the transfer is made.

8 13. No loan shall be made or equipment, facilities, or services furnished by the
Administration under this Act to any business enterprise unless the owners, partners, or
officers of such business enterprise (1} certify to the Administration the names of any
attorneys, agems, or other persons engaged by or on behalf of such business enterprise for the
purpise of expediting applications made to the Administration for assistance of any sort, and
the fees paid or to be paid to any such persons; {2} execute an agreement binding any such
business enterprise for a period of two years after any assistance is rendered by the
Admimstration to such business enterprise, to refrain from employing, tendering any office or
employment to, or retaining for professional service, any person, who, on the date such
assistance or any part thereof was rendered, or within one year prior thereto, shall have
served as an officer, atiorney, agent, or employee of the Adminisiration occupying a position
or engaging in activities which the Administration shall have determined involve discretion
with respect to the granting of assistance under this Act; and {3) funish the names of lending
mstitutions to which such business enterprise has applied for loans together with dates,
amounts, erms, and proof of refusal.

§ 14.  To the fullest exient the Administration deems practicable, it shall raake 4 fair charge
for the use of Government-owned property and make and let contracts on a basis that will
result in a recovery of the direct cost incurred by the Administration.

§15.3%%(ay  To effectuate the purposes of this Act, small business concerns within the
meaning of this Act shall receive any award or contract or any part thereof, and be awarded
any contract for the sale of Government property, as to which it is determined by the
Administration and the contracting procurement or disposal agency (1) to be in the interest of
maintaining or mobilizing the Nation's full productive capacity, (2) to be in the interest of
war of national defense programs, (3) to be in the interest of assuring that a fair proportion of
the total purchases and contracts for property and services for the Government in each
industry category>®7 are placed with smali-business concerns, or (4) to be in the interest of
assuring that a fair proportion of the total sales of Govemnment property be made to
small-business concerns; but nothing contained in this Act shall be construed to change any
preferences or priorities established by law with respeci 1o the sale of electrical power or
other property by the Govemment or any agency thereof. These determinations may be made
for individual awards or contracts or for classes of awards or contracts. **®If a proposed
procurement includes in its statement of work goods or services currently being performed by

Listing of
agents and
anormeys,

15 UsSCe4z,

Charges for
Government

owned property,
15 USC 643,

Awards or
conmracts,
determination.
15 UISC 844,

Set-asides
based on
mndustry
category,

3BESection $02 of PL 95-89, approved Aug. 4, 1977 (51 Stat. 553}, redesignated the first subsection a5 {a)" and added

subsections (b}, (<), (d), {e), and (§).

=1 anguage dealing with industry categories added by § 92 H{a){(1) of PL 99-661, approved Nov. 14, 1986 (100 Stat, 38186),
as amerded by § 10(a}(1) of PL 100-26, approved April 21, 1987 (181 Siat. 273), made applicable as per § 12(c) thereof as

of snactment of PL 99661, supra,

¥35The 3 sentences following footnote signal added by § 208 of P.L. 101-574, approved Nov. 18, 1980 (104 Stat. 2820},
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a small business, and if the proposed procurement is in 2 quantity or estimated dollar value
the magnitude of which renders small business prime contract participation unlikely, orif a
proposed procurement for construction seeks to package or consolidate discrete constmction
projects, or the solicitation involves an unnecessary or unjustified bundling of contract
requirements, as determined by the Administration,>*® the Procurement Activity shall
provide a copy of the proposed procurement to the Procurement Activity’s Small Business
Procurement Center Representative at least 30 days prior to the solicitation's issuance along
with a statement explaining {1} why the proposed acquisition cannot be divided into
reasonably small lots (not less than economic production runs) to permit offers on quantities
less than the total requirement, (2) why delivery schedules cannot be established on a realistic
basis that will encourage small business participation to the extent consistent with the actuat
requirements of the Government, (3) why the proposed acquisition cannot be offered so as to
make small busingss participation likely, (4) why construction cannot be procured as separate
discrete projects, or (5) why the agency has determined that the bundled contract {as defined
in section 3(o)) is necessary and justified.**® The thirty-day notification process shall occur
concurrently with other processing steps required prior to issuance of the solicitation. Within
15 days after receipt of the proposed procurement and accompanying statement, if the
Procurement Center Reprasentative believes that the procurement as proposed will render
small business prime contract participation unlikely, the Representative shall recommend to
the Procurement Activity allernative procurement methods which would increase small
business prime contracting opportunities. Whenever the Administration and the contracting
procurement agency fail to agree, the matter shall be submitted for determination to the

Secretary or the head of the appropriate department or agency by the Administrator.*®! For .
purposes of clause (3} of the first sentence of this subsection, an industry category is a

discrete group of similar goods and services. Such groups shall be determined by the

Administration in accordance with the four-digit standard industrial classification codes

contained in the Standard Industrial Classification Manual published by the Office of

Management and Budget, except that the Administeation shall limit such an industry category -

to a greater extent than provided under such classification cedes if the Administration

receives evidence indicating that further segmentation for purposes of this paragraph is

warranted due to special capital equiprent needs or special labor or geographic requirements

o7 1o recognize a new industry. A market for goods or services may not be segmented under

the preceding sentence due to geographic requirements unless the Government typically

designates the area where wark for contracts for such goods or services is to be performed

and Government purchases comprise the major portion of the entire domestic market for such

goods or services and, due to the fixed location of facilities, high mobilization costs, or

similar economic factors, it is unreasonable to expect competition from business concerns

35% Toe reference to the bundling of contract requirements was added by § 413(b)(1) of P.L. 105-135, approved Diec. 2, 1997
{111 Stat. 2619},

40 Namber (5}, reguiring agency justification for bundled contract requirements, was added by § 413(bX3) of P.L. 105.135,
approved Dec. 2, 1997 (111 Stat. 2619), l

added by § 921(a)(2) of PL 99-661, approved Nov, 14, 1986 (100 Siat. 3816}
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located outside of the general areas where such concerns are located.>*? A contract may not  Awarding of
. be awanded under this subsection if the award of the contract would result in a cost to the contracts 3t fai
awarding agency which exceeds a fair market price. marke! price.

{by  With respect 10 any work ta be performed the amount of which would exceed
the maxitnum amount of any contract for which a surety may be guaranteed against loss
under section 411 of the Small Business Investment Act of 1958 (15 US.C. 694 (b)), the
contracting procurement agency shall, to the extent practicable, place contracts so as to alfow
more than one sraall business concem to perform such work.

(¢)*®* (1)  Asused in this subsection:

(A)  The term "Committee” means the Commitize for Purchase “"Committes.”
from the Blind and Other Severely Handicapped established under the first section of the Act _
mﬁed "An Actto create a Cﬁmttee on Purchases of Blm{i'me PMdUCtS and f{)r Other 41 USC 46].
purposes”, approved June 25, 1938 (41 US.C. 46).

. ) ) L _ “Publ ivat
‘ (B}  Theterm :’pﬁbh:: or private organization for the handicapped” O,gmmg
has the same meaning given such term in section 3(e). the handicapped

(C)  The term "handicapped individual” has the same meaning “Handicapped
given such term in section 3(f). individual.
. (2} (AY® During fiscal year 1995, public or private organizations for the

handicapped shall be eligible to participate in programs authorized under this section it an
aggregate amount not to exceed $40,000,000,

382added by § 921(b) of PL, 99-661, approved Nov. 14, 1986 (100 Stat, 3816},

3$38ection 15(C) rewritien by § 133(a) of PL, 100.390, approved Nov. 3, 1988 {102 Stat. 3005). For prior version, see § 116
of PL 96-302, approved July 2, 1980 (94 Stat. 833). Sections 133(b) and (c) of PL 100-550 provide:

{b) Report Not later than September 38, 1992, the General Acoounting Office shall prepare a report
deseribing the Impact that contracts awarded under section 15{c} of the Small Business Act have had on for-profit
small business concerns for {iscal yeuars 1989 through 1991, The report shall be transmitted to the Committces on
Small Business of the Senate and the House of Representatives,

() Task Force There is established within the Small Business Administration a task foree on purchases
from the blind and severely handicapped which shall consist of ane representative of the small business community
appointed by the Administrator of the Small Business Administration and one individual knowledgeable in the
affuirs of or experienced in the work of sheltered workshops appointed by the Executive Director of the Committee
for Purchase fram the Blind and Other Severely Handicapped established under the first section of the Act entitled
*An Act to create 2 Committee oo Purchases of Blind-made Products, and for ather purpeses™, approved June 25,
1938 (41 U.S.C. 46}, The task force shall mest at least once every six manths for the purpnse of reviewing the
award of contracts under section 15(c) of the Small Business Act and recommending to the Smail Business
Administration such administrative or statutory changes as it deems appropriate.

. Héparagraph 15{cH2X A} amended to apply only to fiscal year 1995 by § 305 of P.L. 103-403, approved Oct. 22, 1994 (108
Stat, 4189},
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(B}  None of the amounts authorized for participation by . "
subparagraph (A) may be placed on the procurement list maintained by the Committee
pursuant to section 2 of the Act entitled "An Act to create a Committee on Purchases of
Blind-made Products, and for other purposes”, approved June 25, 1938 (41 U.S.C. 47}, [4¥ USC 47},

(3)  The Administrator shall monitor and evaluate such participation.

(4) (A) Not later than ten days after the announcement of a proposed
award of a contract by an agency or department to a public or private organization for the
handicapped, a for-profit small business concermn that has experienced or is likely to Appeal of
experience severe economic injury as the result of the proposed award may file an appeal of  award -
the proposed award with the Administrator,

(B)  If such a concern files an appeal of a proposed award under
subparagraph (A) and the Administrator, after consultation with the Executive Director of the
Cominittee, finds that the concern has experienced or is likely to experience severe economic
injury as the result of the proposext award, not later than thirty days after the filing of the
appeal, the Adurinistration shall require each agency and department-having procurement
powers to take such action as may be appropriate to alieviate economic injury sustained or
likely 10 be sustained by the concern.

(5}  Each agency and department having procurement powers shall repont Re’-
to the Office of Federal Procurement Policy zach time a contract subject to parsgraph ()4} Ofe®® |
is entered into, and shall include in ks report the amount of the next higher bid submitted by a  Federal
for-profit smell business concern. The Office of Federal Procurement Policy shall collect ?"‘I’?‘mﬂm
data reported under the preceding sentence through the Federal procurement data system and ey
shall report 1o the Administration which shall notify all such agencies and departments when
the maximum amount of awards authorized under paragraph (2)(A) has been made during
any fiscal year,

{6)  For the purpose of this subsection, a contract may be awarded only if
at least 75 per centum of the direct labor performed on each item being produced under the
contract in the sheltered workshop or performed in providing each type of service under the
contract by the sheltered workshop is performed by handicapped individuals.

(7Y% Agencies awarding one or more contracts to such an organization
pursuant to the provisions of this subsection may use muitiyear contracts, if appropriate.. . ..

Commcs awards

(d)  For purposes of this section priority shaii be given to the awarding of contracts priotity

and the placement of subcontracts to small business®*® concerns which shall perform a
substantial proportion of the production on those contracts and subcontracts within areas of

®paragraph 15(c)(7) added by § 305(2) of P.L. 103-403, approved Oct. 22, 1994 (108 Stat. 4190). I

356U ords "smuall business” added by § 117(2) of PL 96-302, approved July 2, 1980 (94 Stat. 813},
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¢concentrated unemployment or underempioyment or within labor surplus areas,
Notwithstanding any other provision of law, total labor surplus area set-asides pursuant to
Defense Manpower Policy Number 4 (32A C.FR. Chapter 1) or any successor policy shall
be authorized if the Secretary or his designee specifically determines that thereis a
reasonable expectation that offers will be obtained from a sufficient number of eligible -
concems so that awards will be made at reasonable prices. As soon as practicable and to the
extent possible, in determining labor surplus areas, consideration shall be given to those
persons who would be available for employment were suitable employment available. Until
such definition reflects such number, the present criteria of such policy shall govemn.

(¢)**’ PROCUREMENT STRATEGIES; CONTRACT BUNDLING-—

{1)  IN GENERAL - To the maximurn extent practicable, procurement
strawgies used by the various agencies having contracting authonty shall facilitate the
maximum participation of small business concerns as prime contractors, subcontractors, and
suppliers. :

(2)  MARKET RESEARCH—

{A) IN GENERAL - Before proceeding with an acquisition strategy
that could lead fo a contract containing consolidated procurement requirements, the head of

Procurement
sirategies;
contract
bundling.

37 New subsection 15(¢) added by § 413(s) of P.L. 105-135, approved Dec. 2, 1997 {111 Stat. 2618). Former subsections
15(e} and {f) deleted by § 7161{a) of P.L. 103-353, approved Oct. 13, 1994 (108 Stat, 336”3} Text of former sabsections

13¢e} and (f) is set cut below:

{e} In carrying ot zmall business sel-aside programs, departments, sgencies, and instramentalities of the

executive branch shall award contracts, and encourage the placement of subcontracts for procurement to the
following in the manner and in the order si‘ateé

(1 concems which are small business cencems and which are located in labor sutplus areas, on the
- basis of 4 total ser-aside;

{3 concerns which are smali business coneems, on the basts of a total set-aside;

(3) concems which arz small business concems a.nd which are Imte:d in a iabor surplus area, on the

basis of = partiaf set-aside;

(4) concerns which are small business concerns, on the basiz of a partis] set-aside,

)] After priority is given to the small business concerns speéified in subsection (e), priority shall also be given
to the awarding of conftracts and the placement of subcontracts, on the basis of # total set-aside, 10 concerns which —

{1y are not eligible under subsection (e}

{23 are not small business concerns; and

{3} will perforn a substantial proportien of the production on those cantracts and subeontracts within

areas of concentrated wpemployment or underemployment oo within labor surples areas.
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an agency shall conduct market research to determine whether consolidation of the
requirements is necessary and justified.

(B) FACTORS - For purposes of subparagraph (A), consolidation
of the requirements may be determined as being necessary and justified if, as compared to the
benefits that would be derived from contracting to meet those requirements if not
consolidated, the Federal Government would derive from the consolidation measurably
substantial benefits, including any combination of benefits that, in combination, are
measurably substantial. Benefits described in the preceding sentence may include the
following:

(i) Cost savings.

(ii)© Quality improvements.

(iii) Reduction in acquisition cycle times.
(iv)  Better terms and conditions.

(v)  Any other benefits.

(C) REDUCTION OF COSTS NOT DETERMINATIVE - The
reduction of administrative or personnel costs alone shall not be a justification for bundling
of contract requirements unless the cost savings are expected to be substantial in relation to
the dollar value of the procurement requirements to be consolidated.

(3) STRATEGY SPECIFICATIONS - If the head of a contracting agency
determines that a proposed procurement strategy for a procurement involves a substantial
bundling of contract requirements, the proposed procurement strategy shall—

(A)' identify specifically the benefits anticipated to be derived from
the bundling of contract requirements;

(B)  set forth an assessment of the specific impediments to
participation by small business concemns as prime contractors that result from the bundling of
contract requirements and specify actions designed to maximize small business participation
as subcontractors (including suppliers) at various tiers under the contract or contracts that are
awarded to meet the requirements; and

(C) include a specific determination that the anticipated benefits of
the proposed bundled contract justify its use.

(4) CONTRACT TEAMING - In the case of a solicitation of offers for a
bundled contract that is issued by the head of an agency, a smal! business concern may
submit an offer that provides for use of a particular team of subcontractors for the
performance of the contract. The head of the agency shall evaluate the offer in the same
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manner as other offers, with due consideration t the capabilities of all of the proposed
subcontractors. If a stmall business concem teams under this paragraph, it shall not affect
its status as a small business concern for any other purpose.

(B [deleted).

{gP"® (1)  The President shall annually establish Government-wide goals for Governe
procurement contracts awarded 1o small business concemns, small business concerns ment
owned and controlled by service disabled veterans,”® qualified HUBZone small business w‘:ﬁ
concems® 7, small business concerns owned and controlled by socially and economically £ots.
dlsacivamagad individuals, and smali business concerns owned and controlled by
women®’'. The Gov emmemw’mdc gfaal for participation by small business concerns shall
be established at not less than 23°7 percent of the total value of all prime contract awards
for each fiscal year. The Government-wide goal for participation by staall business
concerns owned and controlled by service-disabled veterans shall be established at not
iess than 3 percent of the total value of all prime contract and subeontract awards for each
fiscal year. The Government-wide goal for participation by qualified HUBZone smali
business concerns shall be established at not less than 1 percent of the total value of all
prime contract awards for fiscal year 1999, not less than 1.5 percent of the total value of
al} prime contract awards for fiscal year 2000, not iess than 2 percent of the total value of

38 gubsections (), (), (1), J) and (k) added by § 221 of PL 5-507, approved Oct. 24, 1978 (92 Stat. 1757),
Subsection 15{g) 1} inserted by § 502(3) of PL 100-856, approved Nov. 1%, 1988 {1072 Stat. 3881), effective October 1,
1989, per § 803(bX3XC) thereaf. Section 7102(a) of P.L. 103-355, approved Oct. 13, 1994 {108 Stat. 3347), provides:

1) Teo facilitute the attsinment of a goal for the panticipation of small business concerns owned and
conirolled by socially and economically disadvaraged individuals that is established for 2 Federal agengy
pursuant 1o section 1 5(g){1) of the Small Business A<t (15 US.C. 644{g) 1)}, the head of the agency may entar
imo contracts using-- )

{A) Yesy thas full and open competition by resiricting the compstition for such swards 1o smali
business concemns owned and controlied by socially and esonomically disadvantaged individuals described in
subsection (dX3XC) of section § of the Simall Business Act (13 U.8.C. 837); and

(B a price evaluation preference not in excess of 10 pereent when evaizzazihg an offer received
from such a small business concerw as the result of 2 unrestricied soliciation,

{23 Paragraph {13 does not apply 1o the Departrnent of Defenss, the Cosst Guard, and the Nationsd
Aeronautics and Space Administration,

** participation goals for small business concerns owned and operated by service-disabled veterans added by § 502{a) of
B.L. 106-50, approved August 17, 1999 (113 Stat, 247).

% Raferences 1o “qualified HUBZone smafl business concerns” added by § 603(6) 1A of P.L. 3654\35, approved Dec,
2, 1997 {111 Stat. 2632).

MReferences o "small business concerms owned and controlied by women” here and i paragraph {2)(2) and subsection
(hy added by § 7168{a)1} QfP.L. §63-355, approved Oct, 13, 1594 (108 Stas. 3374}

¥ The government-wide contracting goals changed from 20 1o 23 perzent by § 603(b)(1XB) of P.L. 105-135, apprw:d
Pec, 2, 1997 (111 Seat. 26321

(Rev, 9, Change 1)
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all prime contract awards for fiscal year 2001, not less than 2.5 percent of the total value
of all prime contract awards for fiscal year 2002, and not less than 3 percent of the total
value of all prime contract awards for fiscal year 2003 and sach fiscal year thereafter.’”™
The Government-wide goal for participation by small business concerns owned and
controlled by socially and economically disadvantaged individuals shall be established at
not less than 5 percent of the total vaiue of all prime contract and subcontract awards for
each fiscal year. The Government-wide goal for participation by small business concerns
owned and controlied by women shall be established at not less than 5 percent of the total
value of all prime contract and subcontract awards for each fiscal year.”™
Notwithstanding the Government-wide goal, each agency shall have an annual goal that
presents, for that agency, the maximum practicable opportunity for small business
concerns, smail busingss concerns owned and controlled by service-disabled veterans,
qualified HUBZone small business concerns, small business concerns owned and
comrolled by socially and economically disadvantaged individuals, and small business
concerns owned and controlled by women to participate in the performance of contracts
let by such agency. The Administration and the Administrator of the Office of Federal
Procurement Policy shall, when exercising their authority pursuant to paragraph (2},
ingure that the cumulative annual prime contract goals for all agencies meet or exceed the
annual Government-wide prime contract goal established by the President pursuant to
this paragraph. '

Administration, establish goals for the participation by small business concerns, by small
business concerns owned and controlled by service-disabled veterans,®” by qualified
HUBZone small business concerns,””® by small business concems owned and controlled
by socially and economically disadvantaged individuals, and by small business concerns
owned and controlled by women in procurement contracts of such agency having a value
of $25,000 or more.””” Goals established under this subsection shall be jointly
established by the Administration and the head of each Federal agency and shall
realistically reflect the potential of small business concerns, small business concerns

(2) . The head of each Federal agency shall, after consultation with the Ai

B¢ ontract goals for qualified HUBZone small business concerns added by § 603X IXC) of P.L. 105135, approved
D 2, 1997 (111 S1ae 2652).

Y Contract goals for small business concerns owned and contralled by women added by § 7106(aX{2XA) of P.L. 103-355,
approved Oct, 13, 1994 (108 Star. 3375).

*% References in this paragraph to small business converns owned and controlled by service-disabled veterans added by §
S0%{b) of P.L. 106-50, approved August 17, 1995 (113 Stat, 248).

% References to qualified HUBZone small business concerns added by § §03(b)2) of P.L. 105-135, approved Dec. 2,
1897 {111 Stat. 2632},

W ubsection 921{b}{ 1} of PL.99-661, approved Nov. 14, 1986 {160 Stat. 3816), removed the $10.000 value. Subsection
809(a)(1) of PL 100180, approved Dec. 4, 1987 (101 Stat. 1130}, added the $25,000 value, providing also that the
amendment would be in effect until Sepr. 30, 1988, Subsection B09(2)(2) of PL 160-180 provided that the $25,000 value
would be stricken effective Oct. 3, 1988. Section 731 of PL. 100-636 amended subsection §09{a)(2) of PL. 100-180
extending the daie oo which the $25,000 value would be removed until Cet. 1, 1989, ‘

{Rev. 9, Change 1) -
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owned and controiled by service-disabled veterans, qualified HUBZone small business
concems, and small business concems owned and controlled by socially and
economically disadvantaged individusls to perform such contracts and 1o perform
subcontracts under such contracts. Whenever the Administration and the head of any
Federal agency fail to agree on established goals, the disagreement shall be submitted to
the Administrator of the Office of Federal Procurement Policy for final determination,
For the purpose of establishing goals under this subsection, the head of each Federal
agency shall make consistent efforts to annually expand panticipation by small business
concerns {rom each industry category in procurement contracts of the agency, including
participation by small business concerns owried and controlled by service-disabled
veterans, by qualified HUBZone small business concerns, by small business concerns
owned and contrelied by socially and economically dxsacivamageé individuals and by
small business concerns owned and controlled by women.*”® The head of each Federal
agency, in attempting to attain such participation, shall consider -«

{Aj gontracts awarded as the resuit of unmsa‘icteci competition;
and

(B)  contracts awarded after competition restricted to eligible
small buszzzess concerns under this section and under the program established under
section 8(a).”

{hy (1)  Atthe conclusion of each fiscal year, the head of each Federal
agency shall report 1 the Administration on the extent of participation by small business
concerns, small business concerns owned and controlled by vctcfans (zm:ludmg service- -
disabled veterans),”®® qualified HUBche smal! business concemns,”™ small business

Reporis
10 SBA.

*Reference o small business concerns owned and controiled by women added by § 7106()2XC) of P.L. 103.355,

approved Ogt, 13, 1994 (108 S 3375).

Wsection 221 of PL. 95-507 established the small business set-askies for procurement contracts having a value of

$15,000 or more. Subsestion 921{d)(2) of PL 99-861, approved Nov 14, 1986 {100 Stat. 3818), rernoved the 310,080

. thresheld and added the last two sentences in § 15(2).

M peferences to veterans in this subsection added by § 601 of P.L. 106-50, approved August 17, 1999 (112 Stat. 248).

Section 603 of that law provides:

The Administrator of the Small Business Administration shali transimit armually to the Commitiees on Smali
Business and Vetersns Affairs of the House of Representatives and the Senate a report on the needs of small
business concerns owned and controlled by veterans and small business concerns swned and controlied by

service-disabled veterans, which shall include information onwe

{1 the availability of Small Business Administration programs for such small busingss concemy
and the degree of utilization of such programs by such small business concems during the precading 12-month
period, including statistical information en such utilization 35 compared to the small business community as a

whoig;

) the percentage and dollar value of Federal contracts awarded to such small business concems

during the preceding 12-month period, based on the data collected pursuant to section £04(d); and

{Rev, 9, Change I}
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concerns owned and controlled by socially and economicaily disadvantaged individuals, ‘
and small business concerns owned and controlled by women in procurement contracts of

such agency. Such reports shall contain appropriate justifications for failure to meet the

goals established under subsection (g) of this section.

1
}

Reports

(2 The Administration shall annually compile and analyze the 7eports  proigent

submitted by the individual agencies pursuant to paragraph (1)-and shall submit them to and the
Congross,

)] prograsals 1o improve the access of such small business concerns to the assistance made
available by the United Sates. '

© Section 604 of P.L. 106-50 provides:

{a8) INFORMATION ON FEDERAL FROCUREMENT PRACTICES.—The Administrator of the Small
Business Administration shall, for sach fiscal vear—

{1} collect information concersing the procurement pructices and procedures of esch depariment
and agency of the United States having procurernent authority;

) publish and disseminate such information 1o procurement officers in all Federal Agencies;
and =

{33 make such information available to any small business concern requesting such inforen

(b IDENTIFICATION OF SMALL BUSINESS CONCERNS OWNED BY ELIGIBLE VETERANS
Each fisca) year, the Secratary of Voterans Affairs shall, in consultation with the Assistant Secretary of Labor
for Vewrans' Employment and Training and the Administrator of the Small Business Administration, identify
smail business concerns owned and controlied by veterans in the United States. The Secretary shall inform
each smal] business concern identified under this paragraph that information on Federal provurement is
available from the Administrator. '

(<) SELF-EMPLOYMENT OPPORTUNITIES.~The Secretary of Labor, the Sccretary of Veterans
Affairs, and the Administrator of the Small Business Administration shall enter imo 8 memorandum of
understansding to provide for coordination of vocational rehabilitation services, technical and managerial
assistance, and financial assistance to veterans, including service-disabled veterans, seeking to employ
themselves by forming or expanding small business conecerns. The memorandum of understanding shall include
recommendations for expanding existing programs or estabilishing new programs to provide such services or
assistance 1o such veterans.

{d) DATA COLLECTION REQUIRED.—The Frderal Procurement Data System described in section
H{ANAAY of the Office of Federal Procurement Policy Act {41 U5.C 4058d) (X A7) shall be modified o
coliect data regarding the percentage and dojisr valie of prime contracts and subcontracts awarded 16 small
business concerns owned snd controlled by veterans and small business concerns owned and controlied by
service-disabled veterang. .

"References to qualified HUBZone small business concerns added by § 603(b)(3) of P.L. 105-133, approved Dec. 2,
1997 {111 Stat. 2632).

paragraph 15(h}2) added by § 503 of PL 100-656, approved Nov. 15, 1988 (102 Stat, 3881), effective October 1,

4 as sentence of subsection 15(h) 1), requiring SBA fs comment to the Small Basineés Committees, deleted mb
per & BUS(OYN3IKC) thereof.

- {Rev. 9, Change 1}
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the President and the Congress.*®® The Administration's submission to the President shall
include the following:

{A)  The Government-wide goals for participation by small
business concerns, smali business concerns owned and controlled by service-disabled
veterans, qualified HUBZone small business concems, small business concerns owned
and controlled by socially and economically disadvantaged individuals,®™ and small
business concerns owned and controlied by women and the performance in attaining such
goals,

By  The gaais in effect for zach agency and the agency" 5
performance in attalmng such goals.

(C}  An analysis of any failure to achieve the Government-wide
goals or any individual agency goals and the actions planned by such agency (and
approved by the Administration) to achieve the goals in the succeeding fiscal vear.

{D}  The number and dollar value of contracts awarded to small
business concerns, small business concerns owned and controlled by service-disabled
veterans, qualified HUBZone small business concerns, small business concemns owned
and conirolled by socially and economically disadvaniaged individuals and small
business concerns owned and controlled by women through--

(1) noncompetitive negotiation,

{ii}  competition restricted to smell business concems
owned and controlled by socially and economically disadvantaged individuals,

(il  competition restricted to small business concerns,
and

C{v)  unrestricied competitions,
for each agency and on 2 Government-wide basis.

(E)  The number and dollar value of subcontracts awarded to
small business concerns, small business concemns owned and controlled by service-
disabled veterans, qualified HUBZone small business concerns, small business concerns
owned and controlled by socially and economically dtsadvamaged individuals and small
business concerns owned and controlled by women.

8 “and the Congress” added by § 601{b)1} of B.L. 106-50, approved August 17, 1999 (113 Stat. ). Section 601(b)2) of
that Jaw added the reference to veterans,

Bhndividuals” added by § 19 of PL 101-37, approved June 15, 1989 (103 Stat. 74).

(Rev. 2, Change 13 .
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{F}  The number and dollar value of prime contracts and
subcontracts awarded to small business concemns owned and controlled by women.

{3)  The President shal] include the information required by paregraph
{2} in each annual report to the Congress on the state of small business prepared pursuant
fo section 303(a) of the Small Business Ecomnnc Pehcy Actof 1980 (15 US.C.
6316(a)).

{i) Nothing in this A<t or any other provision of law preciudes exclusive
small business set-asides for procurements of architectural and engineering services,
research, development, test and evaluation, and each Federal agency is authorized to
develop such set-asides to further the interests of small business in those areas.

GY®™ (1)  Each contract for the purchase of goods and services that has an

#Reference is 1o PL 96.302, approved July 2, 1980 (54 Stat. 848),

o

Ntate of
small
business
report,
(15 USC

631b(2)}.

Senali
prirchases,

H3ection 15(5) rewritten by § 4004 of PL, 105»355, approved Qct, 13, 1994 {108 Stat, 3338), Textof former § 156G is

set out below:

Each contract for the procurement of goods and services which has an anticipated value not in excess of the
small purchase threshold and which is subject to small purchase procedures shall be reserved exclusively for
small business concerns unless the contracting officer is unable to obtain offers from two or more smal}
business cencerns that are competitive with market prices and in terms of quality and delivery of the goods or

circumstances permit, choose a method of payment which minimizes paperwork and facilitates prompt

services being purchased. In utilizing small purchase procedures, contracting officers shall, wherever
@

10 ConTacinns.

{Rev. 9, Change 1)
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anticipated velue greater than 32,500 but not greater than $100,00G shall be reserved
exclusively for small business concarns unless the contracting officer is unable to obtain
offers from two or more small business concerns that are competitive with market prices and
are competitive with regard to the quality and delivery of the goods or services being
purchased.

{23  in camrying ont paragraph {1}, 2 contracting officer shall consider a
responsive offer timely received from an eligible small business affetor.

(3)  Nothing in paragraph (1) shall be construed as precluding an award of
a contract with a value not greater than $100,000 under the authority of subsection {(a) of
section 8§ of this Act, section 2323 of title 10, United States Code, section 712 of the Business
Oypportunity Development Reform Act of 1988 (Public Law 180-656; 15 U.5.C. 644 note), or
section 7102 of the Federal Acquisition Streamlining Act of 1994,

{k}  There is hereby established in each Federal agency having procurement
powers an office to be known as the “Office of Small and Disadvantaged Business
Utilization™. The management of each such office shall be vested in an officer or employee
of such agency who shall - :

(1}  be known as the "Director of Small and Disadvantaged Business
Utilization" for such agency,

(2)  be appointed by the head of such agency,

(3% be responsible only o, and report directly to, the head of such agency
or to the deputy of such head, except that the director for the Office of the Secretary of
Defense shall be responsible only to, and report to, such Secretary or the Secretary’s
designee,

{4)  be responsible for the implementation and execution of the functions
and duties under sections § and 15 of this Act which relate to such agency,

(5% identify proposed solicitations that involve significant bundling of
coniract requirernents, and work with the agency acquisition officials and the Administration
to revise the procurement strategies for such proposed solicitations where appropriate to

{16UsC
23231
[15UsC
644 notel.

Office of
Semal and-
DHsadvantag
Busipess
Utilization.

BiException for the Office of the Secretary of [iefense in paragraph (3) added by § 603(31) of PL 100-636, approved Nov.

15, 1588 (102 Stat. 3858).

*Paragraphs 15(k){5} through (9) renumbered as 15(k){(63 through (10}, respectively, and new paragraph 15&K){(5) added by
§ 413¢c) of P.L. 105-13%, approved Dec. 2, 1997 (111 Stat. 2619}, Paragraphs 15(<(3), (6), and (7) renumbered (63, (75, and
(8), respectively and new subsection 15(k)(5) added by § 12 of PL 100-496, approved Oct. 17, 1988 (102 Stat. 2465),
effective as to contracts awarded, contracts renewed, and contract options exercized during or after the first fiscal quarter
beginning more than 90 days after Oct. 17, 1988, per § 14(a). Subsection (K}{5) amended 1w include specifically protection
for subcontractors and suppliers and the references to the FAR by § 808{d) of PL. 1024180, approved De¢. 5, 191 {105 Siat,

1419).
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increase the probability of participation by small businesses as prime contractors, or o
facilitate small business participation as subcontractors and suppliers, if a solicitation for a
bundied contract is to be issued;

{6}  assist small business concems to oblain payments, late payment
interest penalties, or information due to such concerns from an executive agency or a
contractor, in conformity with chapter 39 of title 31, United States Code, or any other
protection for contractors or subcontractors (including suppliers) that is included in the
Federal Acquisition Regulation or any individual agency supplement to such Government-
wide regulation;

(7)  have supervisory authority over personnel of such agency o the zxtent
that the functions and duties of such personnel relate to functions and duties under sections 8
and 15 of this Act, -

{8)  assign a small business technical adviser to each office to which the
Administration has assigned a procurement center representative -

(A)  who shall be a fill-time employee of the pm::zzziz’zg setivity and
shall be well qualified, technically trained and familiar with the supplies or services
purchased at the activity, and

(R}  whose principal duty shall be to assist the Administration . .
procurement center representative in his duties and functions relating o sections $ and 15 of '
this Act,

{9}  cooperate, and consult on a regular basis, with the Administration with
respect to carrying out the functions and duties described in paragraph (4} of this subsection,
and

{10)’%° make recommendations to contracting officers a5 to whether a

particular contract requirement should be awarded pursuant to subsection (a), or section 8(a) (10 UsC 2323}
of this Act or section 2323 of title 10, United States Code. Such recommendations shall be
made with due regard to the requirements of subsection {m), and the failure of the contracting
officer to accept any such recommendations shall be documented and included within the
appropriate contract file.
This subsection shall not apply to the Administration.
Breakont
(0°® (1)  The Administration shall assign to each major procurement centera ot

breakout procurement center representative with such assistance as may be appropriate. The  representative.

¥igubcection 13(k X9 added by § 603(4) of PL 100-656, approved Nov, 15, 1988 {102 Stat. 3888).

HiFarmer subsection “1” renumbered “m” and new subsection “1” ingerted by § 403(a) of PL 98-377, approved Octr. 30,
{98 Biar, 3066}, . .
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breakout procurement center representative shall carry out the activities described in
paragraph (2}, and shall be an advocate for the breakout of items for procurement through full
and open competition, whenever appropriate, while maintaining the integrity of the system in
which such items are used, and an advocate for the use of full and open competition,
whenever appropriate, for the procurement of supplies and services by such center. Any
breakout procurement center representative assigned under this subsection shall be in
addition to the representative referred o 1 subsection (k){6).

(2}  Inaddition to carrying out the responsibilities assigned by the
Administration, a breakout procurement center representative is authorized to —

{A) attend any provisioning conference or similar ¢valuation
session during which determinations are made as to whether requirements are to be procured
through other than full and open competition and make recormmendations with respect to
such requirements to the members of such conference or session;

(B) review, at any time, restrictions on competition previously -
imposed on iterns through acquisition method coding or similar procedures, and recommend
to personned of the appropriate agtivity the prompt reevaluation of such limitations;

{C)  review restrictions on competition arising out of restrictions on
the rights of the United States in technical data, and, when appropriate, recomrnend that
personnel of the appropriate activity initiate a review of the validity of such an asserted
restriction;

(Y%7 obtain from any governmental source, and make available to
personnel of the appropriate activity, technical data necessary for the preparation of a
competitive solicitation package for any item of supply or service previously procured
noncompetitively due 1o the unavailability of such techrical data;

(E)**® have access to procurement records and other data of the
procurement center commensurate with the level of such representative’s approved security
¢clearance classification;

(F}  receive unsolicited enginecring proposals and, when
appropriate (i} conduct a value analysis of such proposal to determnine whether such proposal,
if adopted, will result in lower costs to the United States without substantially impeding
legitimate acquisition sbijectives and forward to personnel of the appropriate activity
recommendations with respect to such proposal, or (if) forward such proposals without
analysis to personnel of the activity responsible for reviewing such proposals and who shall

7The phirase “unrestricted technical data™ was changed to “technical data” by § } 1K1} of PL 100-596, approved Nov. 3,
1988 {102 Stat. 2594).

¥8ahsection 15((2)E) was rewritten by § 116(2) of PL 100-59G. Pricr version limited sooess to unclassified procurement
records, gee § 403(a) of PL, 98-377, approved Oct, 38, 1984 (98 Stat. 3086}
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furnish the breakout procurement center representative with information regarding the o
disposition of any such proposal; and .3

{G) review the systems that account for the acquisition and
management of technical data within the procurement center to assure that sech systems
provide the maximum availability and access to data needed for the preparation of offers to
seli to the United States those supplies to which such data pertain which potential offerors are
entitled to receive.

(3)°*% A breakout procurement center representative is authorized to appeal
the failure to act favorably on any recommendation made pursuant to paragraph 2). Swch
appeal shall be filed and processed in the same manner and subject 1o the same conditions
and Hmitations as an appeal filed by the Administrator pursuant to subsection (a).

(43  The Administration shall assign and co-locate a1 least two small
business technical advisers to each major procurement center in addition 1o such other
advisers as may be authorized from time to time. The sole duties of such advisers shall be w0
assist the breakout procurement center representative for the center to which such advisers
are assigned in carrying out the functions described in paragraph (2) and the representatives
referred to in subsection (k)(5).3%°

{8) (A} The breakout procurement center representatives and technical
advisers assigned pursuant to this subsection shall be --

(i} full-time employees of the Administration; and

(ii) fully qualified, technically trained, and familiar with the
supplies and services procured by the major procurement center to which they are assigned.

{(B) Inaddition to the requirememnts of subparagraph {A), cach
breakout procurement center representative, and at feast one technical adviser assigned to
such representative, shall be an accredited engineer.

{Cy The Administration shall establish personnel pasitions for
breakout procurement representatives and advisers assigned pursuant to this subsection which
are classified at & grade level of the General Schedule sufficient to attract and retain highly
qualified personnel. ‘
{6} For purposes of this subsection, the term "major procurement center” pz::?;’;m ent
means a procurement center that, in the opinion of the Administrator, purchases substantial center.”

Bigubsection 1 ${IM3) was rewritten by § 110(3) of PL 100-590.

***Because of the renumbering of the pamgraphs in § 15(k) of the Act by § 12 of PL 100-496, approved Oct. 17, 1988 (102
Stat, 2465}, this reference should be to § 157
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dollar amounts of other than commercial items and which has the potential to incur
significant savings as the result of the placement of a breakout procurement center

representative,

(7?°2 (A} At such times as the Administrator deems appropriate, the
breakout procurement center representative shall conduct familiarization sessions for
contracting officers and other appropriate personnel of the procurement center to which such
represemative is assigned. Such sessions shall acquaint the participants with the provisions
of this subsection and shall instruct them in methods designed to further the purposes of such
subsection.

(B)  The breakout procurement center representative shall prepare
and personally deliver an annual briefing and report to the head of the procurement center to
which such representative is assigned. Such briefing and report shall detail the past and
planned activities of the representative and shall contain such recommendations for
improvement in the operation of the center as may be appropriate. The head of such center
shall personally receive such briefing and report and shall, within sixty calendar days after
teceipt, respond, in writing, 1o cach recommendation made by such representative.

(m)y** (1)  Each agency subject to the requirernents of section 2323 of title 10, (10 USC 23231,
United States Code, shall, when implementing such requirements--

{A) establish policies and procedures that insure that there will be
- 1o reduction in the number of dollar vatue of contracts awarded pursuant to this section and
. section 8(a) in order to achieve any goal or other program obiective; and

(B)  assure that such reguirements will not alter or change the
procurement process used to implement this section or section 8{a).

{2)  All procurement center representatives {including those referred o in
subsection (K)(6)},°*" in addition to such other duties as may be assigned by the
Administrator, shall--

391Subsection 15(I6) was rewritten by § 110(4) of PL 100-590, approved Nov. 3, 1988 (102 Stat. 2994}, Prior paragraph
15¢136), read:

For purposes of this subsection, the term "major procurement center” means 3 procurenient center of the Department
of Defense that swarded contracts for ftems other than commercial items totaling at least $150,800,000 in the
preceding fiscal year, asd such other procurcment penters as designated by the Adnministrator,

28ubsection 150X7) added by § 1103} of PL 1005390, approved Nov, 3, 1988 {102 Stat. 29951,

¥35ection 15(m) rewritten hy § 601 of PL 100-656, approved Nov. 15, 1988 (102 Stat. 3887), For prior version, see § 233
of PL 95-507, approved Oct. 24, 1978 (97 Stat. 1757) as renumbered by § 403(a) of PL 98-577 (98 Stat. 3066).

S*43scause of the renumbering of the paragraphs in § 13(k} of the Act by § 12 of PL 100496, approved Oct. 17, 1988 (102
18t 2465), this reference should be 16 § 13607,
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(A)  monitor the performance of the procurement activities to which’ . :
they are assigned {0 ascertain the degree of compliance with the requirements of paragraph
@y

{B) report to their inmediate supervisors all instances of
noncompliance with such requirements; and - :

(C)  increase, insofar as possible, the number and dollar value of
procurements that may be used for the programs established under this section, section 8(a),
and section 2323 of title 10, United States Code.

- (m)  For purposes of this section, the determination of labor surplus areas shall be Labor surplu
made on the basis of the criteria in effect at the time of the determination, except that any area
minimum population criteria shall not exceed twenty-five thousand. Such determination, as determinatio
medified by the preceding sentence, shall be made by the Secretary of Labor, 3%

0% (1) A concermn may not be awarded a contract under subsection (a) as a
sroall business concern unless the concern agrees that -

(A)  inthe case of 2 contract for services {(except construction), at Composition
least 50 percent of the cost of contract performance incurred for personnel shall be expended of 33{’*"‘“""-

for empioyees of the concerm; and .
B i the case of a contract for procurgment of supplies {other than

procurement from a regular dealer in such supplies), the concern will perform work for at

least 50 percent of the cost of manufacturing the supplies (not including the cost of

materials).

{2y  The Administrator may change the percentage under subparagraph (A)
or (B) of paragraph (1) if the Administrator determines that such change is necessary to
reflect conventional industry practices among business concerns that are below the numerical
size standard for businesses in that industry category .~

{3)  The Administration shall establish, through pubiic rulernaking,
requirements similar to those specified in paragraph (1) to be applicable to contracts for
general and specialty construction and to contracts for any other industry category not
otherwise subject 1o the requirements of such paragraph, The percentage applicable to any

$38ubsection (n) added by § 13003(a) of PL 99-272, approved April 7, 1986 (100 Stat. 363). Section 18003(b) provided
that this amendment will take effect on the ninetieth day after enactment.

3888ghsection (¢} added by § 92 M2 of PL 99-86{, approved Nov. 14, 1986 (100 Stat, 38163, Paragraph (1} A) originally
read ¥, . . the concern will perform at teast 50 percent of the cost of the contract with its own employees;”. Current langua
added by § 10(b)Y 1A} of PL 100-26, approved April 21, 1987 {100 Stat. 288}, made applicable by § 12{¢) as of the
enxciment of PL, 99.681, supra,
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such requirement shali be determined in accordance with paragraph (2).%%7

§16. (a) ‘Whoever makes any statement knowing it to be false, or whoever willfully mt;g false
overvalues any security, for the purpose of obtaining for himself or for any applicant any 15 UUSC 645,
loan, or extension thereof by renewal, deferment of action, or otherwise, or the acceptance,

refease, or substitution of security therefor, or for the purpose of influencing in any way the

action of the Administration, or for the purpose of obtaining money, property, or anything of

value, under this Act, shall be punished by a fine of not more than $5,000 or by

imprisonment for not more than two years, or both.

(b)  Whoever, being connected in any capacity with the Administration, {1} Penalty for
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securities, orother (o
things of value, whether belonging 0 it or pledged or otherwise entrusted fo it, or {2) with
intent to defraud the Administration or any other body politic or corperate, or any individual,
or to deceive any officer, auditor, or examiner of the Administration makes any false entry in
any book, report, or statement of or to the Administration, or without being duly authornized,
draws any order or issues, puts forth, or assigns any note, debenture, bond, or other
obligation, or draft, hifl of exchange, mortgage, judgment, or decree thereof, or (3) with
intent to defraud participates or shares in or receives directly or indirectly any money, profit,
property, or benefit through any fransaction, lean, comnission, contract, or any other act of
the Administration, or (4) gives any unauthorized information concemning any future action
or plan of the Administration which might affect the value of securities, or, having such
knowleddge, invests or speculates, directly or indirectly, in the securities or property of any
company or corporation receiving loans or other assistance from the Administration, shall be
punished by a line of ot more than $10,000 or by imprisonment for not more than five vears,
or both.

{c}  Whoever, with intent to defraud, knowingly conceals, removes, disposes of, or Penalty for
converts to his own use or to that of another, any property mortgaged or pledged to, or held  misappropriatio
by, the Administration, shall be fined not more than $5,000 or imprisoned not more than five ©°f SBA coliaera
years, or both; but if the value of such property dees not exceed $100, he shall be fined not
more than $1,000 or imprisoned not more than one year, or both.*%8

71 ast sentence in subsection 15{0)3) added by § 10X IMBXII) of PL 100-26, approved Aprii 21, 1987 {101 Siat. 288),

Section 15(p) repeaied by § $09(c) of PL 100-180, approved Dec. 4, 1987 {101 Stat. 1130). Text of repealed § 15(p):

{7} ($3] Except as provided in paragraphs (2} and {3), the head of any Federal agency shal!, within five
days of the agency's decision 1o set aside a procurement for small business contems under this section, provide the
names and addresses of the small business concerns expected to respond to the procurement to any person who
requests such information.

{23 The Secretary of Defense may decline to provide information under paragraph (1) in order to protect
nationai security interests, :

K3 The head of & Federal ageney is not required to relzase any information under paragraph {1) that is not
required to be released under section 552 of titfe 5, United States Code, ’

*WZection 16(c) added by ¢ 2 of PL. 88-264, approved Feb. 5, 1964 (78 Stat, 8}
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1

(d)** (1)  Whoever misrepresents the status of any concern or person as a "small Pejm, ;
business concern,” a “qualified HUBZone small business concern”,*®° a "small business misreprcien-
concern owned and controlled by socially and economically disadvantaged individuals” ora 2"

small business concern[s] owned and controlled by women",®? in order to obtain for oneself

or another any --

(A)  prime contract to be awarded pursuant to section 9, 15, or 31;
(B)  subcontract to be awarded pursuant to section 8(a);

(C)  subcontract that is to be included as part or all of a goal
contained in a subcontracting plan required pursuant to section 8(d); or

(D)  prime or subcontract to be awarded as a result, or in
furlherance of any other provision of Federal law that specifically references section 8(d) for .
a defimition of program ellglblllty, shall be subject to the penalties and remedies described in

paragraph (2).

(2)  Any person who violates paragraph (1) shall--

(A)- be punished by.a fine of not more than $500,000 or by
imprisonment: for not more than 10 years, or both; .

(B)  be subject to the administrative remedies prescnbed by the [31 USC 3801).
Program Fraud Civil Remedies Act of 1986 (31 U.S.C. 3801-3812);

(C)  be subject to suspension and debarment as specified in subpart
9.4 of title 48, Code of Federal Regulations (or any successor regulation) on the basis that
such misrepresentation indicates a lack of business integrity that seriously and directly affects
the present responsibility to perform any contract awarded by the Federal Government or a
subcontract under such a contract; and

. (D) beineligible for participation in any program or activity
conducted under the authority of this Act or the Small Business Investment Act of 1958 (15
U.S.C. 661 et seq.) for a period not to exceed 3 years.

3995ection 16(d) rewritten by § 405(a) of PL 100-656, approved Nov. 15, 1988 (102 Stat. 3875). For prior version of this
section, see § 18009 of PL 99-272, approved April 7, 1986 (100 Stat. 363).

400 peference to “qualified HUBZone small business concern” and section 31 added by § 603(c)1) of P.L. 105-135,
approved Dec. 2, 1997 (111 Stat. 2632).

101Reference to women added by § 7106(c)(1) of P.L.. 103-355, approved Oct. 13, 1994 (108 Stat, 3376), .
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{2y  Any representation of the status of any concern or person a5 3 "small business
concers”, 2 “HUBZone small business concerm”,1%2 a "small business concer owned und
conu'olied by socially and economically disadvantaged individuals”, or a “small business
concern[s] owned and controlled by women”*% in order to obtain any prime contract or
subcontract enumerated in subsection (d) of this section shall be in writing.9%*

(f)‘“’5 Whoever falsely certifies past cam;:izance with the requirements of section
TOX10XT) of this Act shall be subject to the penalties prescribed in subsection (d).

§17. Any interest held by the Administration in property, as security for a loan, shall be Subordination

subordinate to any lien on such property for taxes due on the property o & State, or political gﬁﬁfm
subdivision thereof, in any case where such len would, under applicable State faw, be 15 USC 646,
superior to such interest if such interest were held by any party other than the United States.

: : . Avoidance of
§18.%%@)  The Administration shall not duplicate the work or activity of any other duplication.

department or agency of the Federal Government®®? and nothing comtained in this Act shalf 13 USC#47.
be construed to authorize any such duplication unless such work or activity is expressly

pravided for in this Act. If loan applications are being refused or loans denied by such other

department or sgency responsible for such work or activity due to administrative

withholding from obligation or withholding from apportionment, or due to administratively

declared moratorium, then, for purposes of this section, no duplication shall be deemed 1o

have oceurred, 98

{b)  Asused in this Act —

. {1} “agricultural enterprises” means those businesses engaged in the ;&wic’t‘a’fﬁ
production of food and fiber, ranching, and raising of livestock, aguaculture, and all other ’
farming and agricultural relaied industries; and

()  Teredit elsewhere” means the availability of sufficient credit from “Credit
slsewhere "

402 Reference to “HUBZone small business concern™ added by § 603(c)}(2) of P.L. 165-133, approved Dec. 2, 1997 (111
Stat, 2632).

Wikeference to worien added by § 7186(2X(2) of P.L. 103-355, approved Oct. 13, 1994 (108 Stat. 3376).

IgSubsections 16(d) and (e} added by § 18005 of PL 99-272, approved April 7, 1586 (100 Star. 358),

HW038ubsection 16(1) added by § 405(b) of PL 188-655, approved Nov. 15, 1988 (102 S, 3875),

Section 18 redesignated as § 18(a) and § 18(h) added by PL 96-38, approved July 25, 1975 (93 Stat. 97, 119).

$3%The exception for agricultural concerns established by § 112(e) of PL 94-363, approved June 4, 1976 (20 Stat. 663}, was
defeted by § 18008(aX3) of PL 99-272, approved April 7, 1986 {100 Stat. 366}, The repealed exception applisd to
“enterprises engaged in the production of food and fiber, rasching, and raising of Hvestock, aquacalture, and all ather
farming and agricultural related activities ™ See aleo first clause of § T(b) of the Act

A9 a5t sentence added by § 3 of PL 93-386, approved Aug. 23, 1974 (88 Stat, 742),
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non-Federal sources at reasonable rates and terms, tai»:ing into consideration prevailing ;
private rates and tenms in the community in or near where the concern fraasacts business for
similar purposes and periods of time.*%%

§ 18, Ifany provision of this Act, or the application thereof to any person or circumstances,  Separability.

is held mvalid, the remainder of this Act, and the application of such pmwszz:m to other 15 USC 631
persons or circumstances, shall not be affected therehy. note.
§20.%%) (1)  Forfiscal year 1985 and every year thereafter, there are hereby Authorization

authorized to be appropriated such sums as may be necessary and appropriate to carry out the appropritions
provisions and purposes of this Act other than those for which appropriations are specifically  Program level
authorized, *“*For fiscal year 1986 and every year thereafter, there are hereby authorized to © 15 USC 631
be appropriated such sums as may be necessary and appropriate to be available solely (iYto  nole

carry out the provisions and purposes of the Small Business Development Center Program in

section 21, but not to exceed the level as specified in subsection (a) of such section, (2) to pay

the expenses of the National Small Business Development Center Advisory Board as

provided in section 21{h), and (3} to reimburse centers for participation in evaluations as

provided in section 21(3). All appropriations whether specifically or generally authorized

shall remain available until expended.

{2)  Notwithstanding any other provision of law, the Administration shall
enter into commuitments for direct loans and to guarantee loans, debentures, payment of
rentals, or other amounts due under qualified contracts and other types of financial asgistance
and enter into comnmitments to purchase debentures and preferred securities and 1o guarantee
sureties against loss purseant to programs under this Act and the Small Business [nvestment
Act of 1958, in the full amnounts provided by Iaw subject only to (A) the availability of
qualified applications, and (B} limitations contained in appropriations Acts. Nothing in this
paragraph authorizes the Administration to redece or liomt s authority to enter into such
commitments.**? Subject 1o approval in appropriations Acts, amounts authorized for
preferred securities, debentures or participating securities under title 111 of the Small Business
Investment Act of 1958 may be obligated in one fiscal year and disbursed or guarantéed in®*?
any 1 or more of the 4 subsequent fiscal years.

W9Criginal § 18(h) added by PL 96-38, approved July 25, 1979 (93 Stat. 97, 119). Amended by § 119(cK2) of PL 96-302,
approved July 2, 1980 (94 Stat, 833), by adding definition of “agriculvaral etiterprises.” Amendments madeto § 18by § 119
of PL 96.302 shall net apply to any disaster which commensed on or before the effective date of PL 95300 (1.8, July 2,
1980) per § 11) of PL. 96-302. For another definition of “credit elsewhere,” see § 3(k} of this Ast.

1Section 20 was renursbered and rewritten and subsections (d) through (h) added by § 101 of PL, 100.390, approved Nov,
3, 1988 (102 Star. 2590},

‘iiSentence foliowing this foatnote signal added by § 3(1) of PL 98-395, approved Aug. 21, 1984 {98 Star, 1368),

SCubsection 20{aX2) added by § 18012 of PL 99-272, approved Apnl 7, 1988, {100 S 369), The last mzeam added by
" § 414 of PL 102-366, approved Sept. 4, 1992 (106 Stat. 1018),

13 The phrase “the following Dscal year™ was replaced by § 211 of PL. 105135, approved Dee. 2, 1997 (111 Stat. 2600
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(8)*** There are authorized 1o be transferred from the disaster loan revolving :
fund such sums as may be necessary and appropriate for administrative expenses of the ﬁmm;,ﬁ;;n‘;?f
Admimstration,

(4)"1® Except ag may be otherwise specifically provided by law, the amount Deferred
of deferred participation loans authorized in this section-- iiwﬁcipation
: B GRRS.
(A}  shall mean the net amount of the loan principal guaranteed by
the Small Business Administration {(and does not include any amount which is not

gugranteed); and

{(B)  shall be available for a national program, except that the
Administration may use not more than an amount equal to 10 percent of the amount
authorized each year for any special or pilot program directed io identified sectors of the
small business community or to specific geographic regions of the United States,

()*'% There are authorized to be appmpriat@d 1o the &dministration for fiscal year
1991 such sums as may he necessary 1o carry out the provisions of this Act and the Small
Business Investment Act of 1958, There also are hereby authorized 16 be appropriated such
sums as may be necessary and appropriate for the carrying out of the provistons and
purposes, including administrative, of sections 7(b)(1} and 7(b)(2) of this Act; and there are
authorized to be transferred from the disaster loan revolving fund such sums as may be
necessary and appropriate for such administrative expenses.

FY 1991,

{€)*"’ FISCAL YEAR 199§ - o FY 1998,

{1} PROGRAM LEVELS - The following program levels are authorized
for fiscal year 1598; :

, {A}  Forthe programs authonized by this Act, the Administration is
authorized to make—

(1) $40,000,000 in: technical assistance grants, as provided
in section 7{m); and '

$4Paragraph 20(aX3) added by § 102 of P.L. 101574, approved Nov. 15, 1990 {104 Stat. 2818).
15New paragraph (4) added by § 102(1) of PL. 162.366, approved Sept. 4, 1992 (106 Stat, 987).

$i8farmer subsections 20{b} through (g} deleted, former subsection 20{h) redesignated 20(b) and new subsections 20{c)
through 20() added by § 181 of P.L. 101-574, approved Nov. 15, 1950 (104 Stat. 2815).

317 pormer subsections 20(c) through {g) were deleted and new subsections 20(c) through (¢} added by § 101 of P.L. 105-

135, approved Dec. 2, 1997 {11} Stat, 2594}, For text of farmer subsections 20(c} through (i), please refer to earlizr editions
of this Handbook.
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(i)  $60,000,000 in direct loans, as provided in section . ;
7(m).

(B}  For the programs authorized by this Act, the Administeation is
authorized to make $16,040,000,000 in deferred participation loans and other financings, Of
such sum, the Administration is authornized o make-w

: {iy  $12,000,000,000 in general business loans as provided
in section 7(a);

ity  $3,000,000,000 w financings as provided in section
7(a)(13) of this Act and section 504 of the Small Business Investment Act of 1938;

iy  $1,000,000,000 in loans as provided in section 7{a)21);
and

Gv)  $40,000,000 in loans gs provided in section 7(m).

{C)  For the programs authorized by title [II of the Small Business
Investment Act of 1958, the Administration: is anthorized 1© makew-

(i) $700,000,000 in purchases of participating securities,
and

(i}  3600,000,000 in guarantees of debentures.

(D} For the programs authorized by part B of title TV of the Small
Business Investment Act of 1938, the Administration is authorized o enter into guarantees
not to exceed $2,000,000,000, of which not more than $650,000 &’3{} may be in bonds
appraoved pursuant to section 411{a)(3) of that Act.

(E)  The Administration is authorized to make grants or enter into
cooperative agreements-——

‘ (i) for the Service Corps of Retired Executives program
anthorized by section 8(b)(1), $4,000,0600; and

(it} for activities of small business development centers -~ -
pursuant to section 21{LY3)((G), $15,000,000, to remain available until expended.

(2)  ADDITIONAL AUTHORIZATIONS-—~

(A)  There are authorized to be appropriaied to the Administration
for fiscal year 1998 such sums as may be necessary to carry out this Act, including
administrative expenses and necessary loan capital for disaster loans pursuant to section 7(b),
and to carry out the Small Business Investrnent Act of 1958, including salaries and expenses
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of the Administration.
(B)  Notwithstanding subparagraph (A}, for fiscal year 1998—

{iy  no funds are authorized to be provided to carry out the
loan program authorized by section 7(a)(2 1) except by transfer fram another Federal
department of agency to the Administration, unless the program level authorized for general
business loans under paragraph (1B} is fully funded; and

(i}  the Administration may not approve loaus on behalf of
the Administration or on behalf of any other department or agency, by contract or otherwise,
under tertns and conditions other than those specifically authorized under this Act or the
Small Business Investment Act of 1938, except that it may approve loars under gection
7(@)(21) of this Act in gross amounts of not more than $1,250,000.

(3y*** HUBZONE PROGRAM - There are authorized to be appropriated 1o
the Administration to carry out the program under § 31, $5,000,000 for fiscal year 1998.

(d)  FISCAL YEAR 1999 FY 1999.

(13 PROGRAM LEVELS - The following program levels are anthorized
for fiscal year 199%;

(A}  For the programs authorized by this Act, the Administration is
authorized to make

() £40,000,000 in technical assistance grants as provided
in section 7{m}; and '

(it}  $60,000,000 in direct loans, as provided in section
T{m}. :

(B}  For the programs authorized by this Act, the Administration is
authorized to make $17,540,000,000 in deferred participation loans and other financings. Of
such sum, the Administration is authorized to make-w

(i) $13,000,000,000 in general business loans as provided
in section 7(a);

(@)  $3,500,000,000 in financings as provided in section
T{a}(13) of this Act and section 504 of the Small Business Investment Act of 1958;

(i) $1,000,000,000 in Joans as provided in section 7(a)}(21);

‘18 New § 20(c)(3) added by § 607(1) of P.L. 105-135, approved Dec. 2, 1997 (111 Stat. 26335).
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and
(ivi  $40,000,000 in Joans as provided in section 7{m).

{{y  For the programs authorized by titie 11 of the Small Business
Investment Act of 1958, the Administration is authorized to make— '

()y**°  $1,200,000,000 in purchases of participating securities;
and

(i)  $700,000,000 in guarantees of debentures.

{I)  For the programs authorized by part B of title IV of the Small
Busingss Investment Act of 1958, the Administration is authorized fo enter into guarantees
not to exceed $2,000,000,000, of which not more than $650,000,000 may be in bonds
approved pursuant to section 411(a)(3) of that Act.

()  The Administration is authorized to make grants or enter
cooperative agreements-—

{1) for the Service Corps of Retired Executives program
authorized by section 8¢{b3}1), $4,500,000; and

(i)  for activities of small business development centers
pursaant 1o section 21{eH 3K G), not 1o exceed $15,000,000, to remain available until

expended.
(2)  ADDITIONAL AUTHORIZATIONS—

(A}  There authorized to be appropriated to the Administration for
fiscal year 1999 such sums 2s may be necessary to carry out this Act, including
administrative expenses and necessary loan capital for disaster loans pursuant to section 7(b},
and to carry out the Small Business Investment Act of 1938, including salaries and ¢xpenses
of the Administration.

(B}  Notwithstanding subparagraph (A), for fiscal year 1999

() no funds are authorized to be provided 16 carry out the.
loan program authorized by section 7(a){(21} except by transfer from another Federal
department or agency o the Administration, unless the program level authorized for general
business loans under paragraph {1)(B3() is fully funded; and

(i}  the Administration may not approve loans on behalf of
the Administration or on behalf of any other depariment or agency, by contract or otherwise,

413 Amount changed from $800,000,000 by § 2(6X1) of P.L. 106-9, approved April 5, 1999 (113 Stat, 17).

188 {Rev. 9)

. ;



§ WG 10

§ 200X IO
SMALL BUSINESS ACT

under terms and conditions other thap those specifically authonized under this Act or the
Small Business Investment Act of 1958, except that it may approve loans under section
T(a)(21) of this Act in gross amounts of not rnore than $1,250,060,

(3)*%° HUBZONE PROGRAM - There are autharized to be appropriated 1o
the Administration to carry out the program under section 31, $5,000,000 for fiscal year
1999,

(¢)  FISCAL YEAR 2000~

(1) PROGRAM LEVELS - The following program levels are anthorized
for fiscal year 2000: ~

{A)  For the programs authorized by this Act, the Administration is

authorized t0 make—

@) 540,000,000 in technical assistance grants as provided
in section 7(m); and

{11 $60,000,800 in direct loans, as prc;viécé in section
Fm},

- (B}  For the programs authorized Ey this Act, the Administration is
authorized to make $20,040,000,000 in deferred participation loans and other financings. OF
such sum, the Administration is authorized 10 makew.-

()  $14,500,000,000 in general business loans as provided
in section 7{a);

@i}y  $4,500,000,000 in financings as provided in section
7(a)(13) of this Act and section 504 of the Small Business Investiment Act of 1958;

Gii)  $1,000,000,000 in Joans as provided in section T(a)(21);
and

(ivy  $30,000,000 in loans as provided in section 7{m). -

(C)  For the programs authorized by title [l of the Small Business
Investment Act of 1958, the Administration is authorized to make—

(121 $1,500,000,000 in purchases of participating securities;
and '

429 New § 20(d¥3) added by § 607(2) of P.L. 105135, approved Dec. 2, 1997 (111 Stat. 2635).

42} Amount changed from $900,000,000 by § 2(6)(2) of P.L. 1069, approved April 5, 1999 {113 Stat. 17).
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(i)  $8010,000,000 in guarantees of debentures.

(D)  For the programs authorized by part B of title [V of the Small
Business Investment Act of 1958, the Administration is authorized to enter inio guarantees
not to exceed $2,000,000,000, of which not more than $650,000,000 may be in bonds
approved pursuant to section 411(a)(3) of that Act.

{E)  The Admunistration is authonized to make grants or enter
cooperative agreements—

- {) for the Service Corps of Retired Exezutives program
authorized by section 8{(b){(1), $5.000,000; and

(iiy  for activities of small business development centers
pursuant to section 23(@)(3}((‘}} not to exceed $15,000,000, to remain available until
expended,

(2)  ADDITIONAL AUTHORIZATIONS—

(A)  There are authorized to be appropriated to the Administration
for fiscal year 2000 such sums as may be necessary to carry out this Act, including
administrative expenses and necessary loan capital for disaster loans pursuant to section 7(b),
and to carry out the Small Business Investment Act of 1958, including salaries and expenses
. of the Administration.

{B)  Notwithstanding subparagraph (A), for fiscal year 2000-—

{1} no funds are authorized to be provided 1o carry out the
loan program authorized by section 7(a){21) except by transfer from another Federal
department or agency o the Administration, unless the program level authorized for general
business loans under paragraph (1)Y(B3() is fully funded; and

(it}  the Administration may not approve foans on behalf of
the Administration or on behalf of any other department or agency, by sontract or otherwise,
urider terms and conditions other than those specifically authorized under this Act or the
Small Business Investment Act of 1958, except that it may approve loans under section
7(@)(21) of this Act in gross amounts of not more than 31,250,000,

(3)*%* 'HUBZONE PROGRAM - There are authorized to be
appropriated to the Administration to carry out the program under section 31, $5,000,000 for
fiscal year 2000,

122 New § 20(e)(3) added by § 607(3) of P.L. 105135, approved Dec, 2, 1997 (111 $tat. 2636).
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