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§ 1 to 
§ l(b)(1)(ll) 

This compilation includes 

PL 106·](;5, approved 1219/99, 


SMALL BUSINESS ACT 

(Public Law 85-536,' as amended) 

§ L This Act may be cited as the "Small Business Act", 

§ 2. (a) The essence of the American economic system of private enterprise is 
free competition. Only through full and free competition can free markcts~ free entry 
into business. and opportunities for the expression and grO\vth ofpersonal initiative and 
individual judgment be assured. The preservation and expansion ofsuch competitIon is ) 
basic not only to the economic weU·being but to the security of this Nation. Such 
security and weJl~being cannot be realized unless the actual and potential capacity of 
small business is encouraged and developed. It is the declared policy of the Congress 
that the Government should aid, counsel, assist, and protect, insofar as is possible, the 
interests of sman~business concerns in order to preserve free competitive enterprise, to 
insure that a fair proportion ofrhe 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 smail business 
enterprises~ to insure that a fair proportion of the total sales of Government property be 
made to such enterprises, and to maintain and strengthen the overall economy of the

' 
J. aUon,N

, 

(b) (1)3 It is the declared policy of the Congress that the Federal 
Government, through the Small Business Administration, acting in cooperation with the 
Department ofCommerce and other relevant State and Federal agencies, should aid and 
assist small businesses, as defined under this Act, to increase their ability to compete in 
international markets by~-

(A) enhancing their ability to export; 

(B) facilitating technology transfers; 

'Approved July 18, 19S8 (J2 Slat, 384). 

Citation. 

Po!i<yof 
Congress. 
15 USC 631. 

lThe subcontracts ofcontractors perfonning work or rendering services under GQvernmen1 procurement contracts were 
Included within the policy statements of§ 2{a) by § {) of PL B7-3Q5, appr<lved Sept 26, 1961 (75 Stat, 667). 

JNew sel:liMS 2(b)(1) and (2) added by § 8002 ofPL 100418, approved August 23, 1988 (102 Stat 1553). Old 
subsections 2(b) thr<lugh 2(e) redesignated as 2(c) through 2(f}, respectively. 
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P(b)(I)(C)'O 
§ 2(d)(2)(A) 

SMALL BUSINESS ACT 

\(C) enhancing their ability to comPete effectively and 
efficiently against imports; 

(D) increasing the access ofsmall businesses to long-tcnn 
capital for the purchase of new plant and equipment used in the production ofgoods and 
services involved in international trade; . 

(E) disseminating jnformation concerning State, Federal. and 
private programs and initiatives to etlhance the ability of small businesses to compete in 
international markets; and 

(F) ensuring that the interests ofsmall businesses are 
adequately represented in bilateral and multilateral trade negotiations. 

(2) The Congress recognizes that the Department of Commerce is the 
principal Federal agency for trade development and export prom.otion and that the 
Department ofCommerce 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. 

(e)' It i. the declared policy of the Congress that the Government, through the 
Small Business Administration, should aid and assist small business concerns which are 
engaged in the production of food and fiber. ranching, and raising of livestock. 
aquaculture, and aU other farming and agricultural related industries; and the financial 
assistance programs authorized by this Act are also to be used to assist such concerns, 

(d) (I)' The assistance programs authorized by sections 7(;) and 70) of 
this Act are to be utilized to assist in the establishment, preservation, and strent.rthening 
of small business concerns and improve the managerial sktHs employed in such 
enterprises, with special attention to small'business concerns (I) located in urban or rural 
areaS with high proportions ofunemployed or low~jncome individuals; or (2) owned by 
low~income individuals:; and to mobilize for these objectives private as wen as public 
managerial skills and resources. 

(2)' (A) With respect to the programs authorized by section 70) of 
this Act, the Congress finds -

4Fonner settion 2(b), now 2(c) ~ see footnote 3 - added by § 112(a} ofPL 94-305. approved June 4, 1976 (90 Stat. 663), 
See § 18(b} ofthis Act for changes made by § 119(c) of PI.. 96-302, approved July 2. 1980 (94 Stat 833), which affect 
disaster ~oan assis.tance to agricultural enterprises. 

SAddcd by § 2(a)(l) ofPL 93-386, approved August 23.1974 (88 Stat. 742). Section 2(d)(2) added by § 203 ofP!. 
95-507, approved Oet. 24,1978 (92 Stat. 1757). 


"f'onnersectiQu 2(c)(2), now 2(d}(2), added by § 203 or PL 95-507, approved Oct. 24. 1978 (92 Stat 1757), 


(Rev. 9, Change 2) 2 



I 

§ 2(d)(2)(AXi) ta 
§ 2(d)(2)(B)(U) 

SMALL BUSoo;SS ACT 

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

(iil that certain groups in the United Stales own and control 
little productive capital because they have limited opportunities for small business 
ownersbip; 

(iii) that the broadening of small business ownership anumg 
groups that presently own and control little productive capital is essential to provide for the 
well-being of this Nation by promoting their increased participation in the free enterprise 
system of the Ueiled States; 

(iv) that such development ofbusiness ownership among 
groups that presently own and control little productive capital will be greatly facilitated 
through the creation ofa small business ownership development program. which shal1 
provide services, including, but not limited to, financial, management, and technical 
assistance. 

(v) that the power to let' Federal <ontracts parsuant to 
section 8(8) 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(0) of the 
Small Business Act shall be used only as a tool ror developing business ownership among 
groups that own and control little productive capital. 

(B) It is therefore the pmpose of the programs authorized by 
section 7(j) of this Act to

(i) foster business ownership and development by 
individuals in groups that O\\-'Il and control little productive capital; and 

(ii) promote the competitive viability of such firms in the 
marketplace by creating a small business and capital ownership development program to 
provide such available frnancial, technical. and manag:ment assistance as may be necessary.8 

'Phrase "sole source~ deleted by 5tibsecti~ 204(b) of PL 100-6,56, approved l"ov. IS. 198.8 (102 Stat. 3859). 


trhe phrase "andde\ieloprnent" in section 2(d)(2)(B)(i) and ~in the marketplace" in section 2(d)(2}(B)(ji) added by § 204(a) 

ofPL 100-656, approved Nov. 15,1988 (102 Stat. 3859). 
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, 

§2(e) 10 
§ 2(f)(1)(F)

SMALL BUSINESS ACT 

(e)' 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 wruch 
are displaced as a result of federally aided construction programs." 

(f) (I) With respect to the Administration's business development programs 
the Congress finds 

(Al that the opportunity for full participation in oor 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 ofoor 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 
Ameri~ Hispanic Americans, Native Americans, Indian tribes, I 1 Asian Pacific 
Americans,U Native Hawaiian Organizations, 13 and other minorities; 

(D) that it is in the national interest to e><peditiously amelioI3le the 
conditions of socially and economically disadvantaged groups; 

1 

(E) that such conditions can be improved by providing the 
maximum practicable opportunity for the development ofsmall business concerns owned by 
members ofsocially and economically disadvantaged groups; 

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

'Fonnerly § 2(b). Redesignated as § 2(.) by 12(0)(1) ofPL 93·386, approved Aug. 23, 1974 (&8 Stat. 742). Redesignated 
as § 2(d} by § I i2 (3) ofPL 94-305, approved lune 4, 1976 (90 Stat 663), For redesignation as § 2(e) see footnote 3, ~ 

l~e last 15 words ofthis subsection (previously § 2(b», added by § 305(b) ofPL 87~70. the Housing Act of 1961, 
approved June 30, 1961 (75 Stat. 167). Th". words rendered moot by reperu of §i 7(b)(3) through (9) by § 1913(a) orPL 
97·35, approved Aug. 13,1981 (95 Stat. 357). 

11o'lndian tribes" added by § lS015(a) ofPL ~~272. approved April?, 1986 (JOO Stat 37Q} 

ll'"As.ian Pacific Americana" added by § 118(a) ofPL 96-302, approved July 2, 1980 (94 Stat 833}, Section 118(e)(1) ()fPL 
96-302 further provides that this provision shan apply as if included in § 201 of PL 9SwS07, which added former § 2(e), now 
§ 2(1), to the Small Business Act. ' 

"Section 207(b) ofPL 100-656, appr<lved Nov, 15, 1988 (lO'Z Stat. 3861), added "Native Hawaiian Organizations." 

4 (Rev. 9) 



§1(O(l)(Gl to 
§2(h)(I)(C) 

SMALL BUSINESS ACT 

(G) that such procurements also benefit the United Stales by 
encouraging the expansion of suppliers for such procurements, thereby encouraging 
competition among such suppliers and promoting economy in such procurements. 

(2) It is, therefore, the purpose of section 8(0) to 

(A) promote the business development of small business concerns 
owned and controlled by socially and economically disadvantaged individuals so that such 
concerns can compete on an equal basis in the American eConomy; 

(B) proinote the competitive viability ofsuch concerns in the 
marketplace by providing such available contract, financial, technical, and management 
assistance as may be necessary; and 

(C) clarifY and expand the prognun for the procurement by the 
United States ofarticles, equipment, supplies, services) materials, and construction work 
from small business concerns owned by socially and economically disadvantaged 
individuals.14 

(g)" 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 10an dosing and prompt disbunement of loan proceeds and shall give the disaster 
prognun a rugh priority in allocating funds for administrative expenses. 

(h) (I)"· With respect to the prognuns and activities authorized by this Act, the 
Congress fmds that·· 

(A) women owned business has become a major contributor to the 
Ameri~an 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 ofwomen as they have sought economic equality and 
independence; 

(e) despite such progress, women, as a group, are subjected to 
discrimination in entrepreneurial endeavors due to their gender; .. 

HFonner subsection (e) (now (f) ~ see footnote 3) added by § 20J ofPL- 95·507, approved Oct. 24, 1918 (92 Stat 1757). 
Subsection 2(t)(2) rewritten by sumction 204(a){2) ofPL 101)..656. approved Nov. 15, 1988 (102 Stat. .3859). 

"Subsection (g) added by § 118 ofPL 100·590, approvoo Nov. 3, 1988 (102 Stat. 2999). 

"'Subsection (h) added by § 101 ofPL JOG-533, the Women's Business Ownersbip Act of 1938. approved Oct. '25, 1988 (102 
Stat. 2689). 

(Rev. 9) 5 
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§ 2(h)(I)(D) 10 
§ 2(i) 

SMALL BUSINESS ACT 


(D) such discrimination takes many overt and subtle foImS 
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 to expeditiously remove 
discriminatory barriers to the creation and development of small business concerns owned 
and controlled by W<lmen; 

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

(G) increased numbers ofsmall business concerns owned and 
controlled by women will directly benefit the United States Government by expanding the 
potential number of suppliers ofgoods and services to the Government; and 

(Ii) 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 ofsociaUy and 
economically disadvantaged individuals, 

(2) It is, therefore, the purpose ofthose programs and activities conducted 
under the authority of this Act that assist women entrepreneurs 10-

(A) vigorously promote the legitimate interests of small business 
concerns owned and controlled by women; 

(B) remove, insofar as possible, the discriminatory barriers that are 
encountered by women in accessing capital and other factors ofproduction; and 

(e) require that the Govenunent engage in a systematic and 
sustained effort to identifY, defIne and analyze those discrim.inatory barriers facing women 
and that such effort directly involve the participation of women business owners.!n the ' 
publicJprivate seclor partnership, 

(i)" PROHIBITION ON THE USE OF FUNDS FOR INDIVIDUALS NOT 
LAWFULLY WITHIN THE Ul'.'ITED 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 Stales 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, , 

I~ew subsection 2(i) added by § 609 ofP.L, 103-403, approved Oct. 22, 1994 (J08 Stat 4204). 

(Rev, 9)6 



§ 2ij) to 
§ 3(.)(2) 

SMALL BUSINESS ACT 

(j)" CONtRACT BUNDLING - In complying with the statement of congressional 
policy expressed in subsection (a), relating to fostering the participation ofsmall business 
concerns in the contracting opportunities of the Govenunent, eru:h Federal agency, to the 
maximum extent ptactic.ble, shall

(l) comply with congressional intent to foster the participation of smaIl 
business concerns as prime contractors, subcontractors~ and suppJiers; 

(2) structure its contracting requirement' 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 ofcontract requirements 
that precludes sma11 business participation in procurements as prime contractors, 

§ 3" (al (I) For the purposes of this Act, a smaIl-business concern, including but Small business 
n"t limited to enterprises that are engaged in the business ofproduction of food and fiber, def'lI1ed. 

ranching and raising oflivestock, aquaculture, and all other farming and agricultural related IS usc 632. 

industries," shall he deemed to he one which is independently owned nod 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 to be a small business concern if it 
(including its affiliates) has annnal receipts not in excess of$500,000." 

(2)" ESTABLISHMENT OF SIZE ST ANDARDS.- Establishment of 
size standards, 

11 Subsection 2(j) added by § 41 1 ofP.L 105~135, approved J)e(:. 2, 1997 (ll 1 Stat 2617). 

"Section 3 redesignated § 3(0) by § 224(b) .fPL 95-507. >pprovod Oct. 24.1918 (92 StaC 1151); redesignaled § 3(.)(1) by § 
921(1)(1) ofPL 99~66l, approved Nov. 14, 1986. 

:rona clause beginning with "including" added by § 112(b) ofPL 94~305, approved June 4, 1976 (90 Stat. 663). 

llProvision defming agricultural enterprise as small business concern ifit has annual rC(;eipts not in excess of$500.000 
added by § 18.016 ofPL 99·272. approved April 1, 1986 (l00 Stat. 371)_ Language following this footnote signal was 
deleted by § 22:2(a) ofPL 1()2~366, approved Sept. 4, 1992 (106 Stat. 999). The deleted language is reprinted below: 

In addition to the foregoing criteria the Administrator, in making a detailed definition may use these criteria, among 
others: Numbers ofemployees and dollar volume ofbusimss: Provide!!. That the Administration shall not 
promulgate. amend. or rescind any rule or regulation with respect to size standards prior to Marclt 31, 1981, Where 
the number ofemployees is used as one ofthe criteria in making such defmition for any of the purpo~s of this Act. 
the tna'<imum number ofemployees which ~ small-business concern may have under the deftnition shan vary from 
industry to industry to the extent necessary to reflect differing characteristics ofsuch industries- and to take proper 
account ofother relevant factors. 

nSubsectiOrt 3(aX2) rewritten by § 301 ofP.L. 103403. approved Ckt. 22, 1994 (lOS Stat 4187). Text affanner subsection 
3(0)(2), .dded hy § 222(.) ofPL 102-366, approved Sept 4, 1992 (106 Stat. 999), reprinted below: 

(2) In addition to the criteria specified In pnragraph (I), the Administmor may specil)t detailed definitions or 
standards (by number ofemployees or dollar volume of business) by which a business concern is to be recognized 

7 (Rev. 9) 



§ 3(.)(2)(A) to 
§ 3(.)(2)(C)(iilOIn 

SMALL BUSINESS ACT 

(A) IN GENERAL.--In addition to the criteria specified in 
paragraph (I), 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 ofthis 
Act or any other Act. 

(B) ADDITIONAL CRlTERlA--The standards described in 
paragraph (I) may utilize number ofemployees, dollar volume ofbusiness, net worth, net 
income. a combination thereof. or other appropriate factors, 

(e) REQtnREMENTS.-UnJess specifically authori:red by statute, 
no Fedecal department or agency may prescribe a size standard for categorizing a business 
concern as a small business concern, unless such proposed size standard-

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

(ii) provides for determining

(I) the size of. manufacturing concern as measured 
by the manufacturiag concern's average employment based upon employment during each of 
the manufacturing concern's pay periods for the preceding 12 months; 

(II) the size of a business concern providing 
services on the basis of the annual average gross receipts of the business concern over a 
period ofnot less than 3 years; 

(III) the size ofother business concerns on the basis 
of data over a period of not less than 3 years; or 

as a small business concern for the purposes of this Act or any other Act. Unless specifically authorized by statute, 
the Secretary ofa department or die head ofa Federal agency may not ~be for the use ofsuch department or 
agency a size standard for categorizing a business concern as a small business concern. unless sueb proposed size 
Sflmdard·~ 	 , 

(A) 	 LS being proposed after an opportunity for pubU.,; notice and comment; 

(B) 	 provides for determining, over a period ofnot less than ): years- . 

(i) 	 the size of a manufacturing concern on the basis of the number of its employees during 
that period; and 

(ii) 	 the size of a concern providing services on basis Qfthe average gross receipts of the 
concern during that period; and 

(C) is approved by the Administrator. 

B 	 (Rev. 9) 



§ 3(a)(2)(C)(ii)(lv) to 
§ 3(0)(2)OO)(i) 

SMALL BUSn-.'ESS ACT 

(IV) other appropriate factors; and 

(iii) is approved by the Administrator. 

(3) When establishing or approving any s1"" standard pnrsuant to 
paragraph (2), the Administrator shall ensure thet the si"" standard varies from industry to 
indnstry to the extent necessary to reflect the differing characteristics of the various industries 
and consider other fitctors deemed to be relevant by the Administrator. 

(b) for porposes of this Act, any reference to an agency or department ofthe "Federal 
United States, and the term" Federal agency", shall have the meaning given the term agen<y". 
"agency" by section 551(1) oftitle 5, United States Code, but does not indnde the United "Agency"', 

States Postal Service or the General Accounting Office." 

,(c)" (1) For purposes of this Act,. qualified employee trnst shall be eligible SroaU Business 
for any loan guarantee under section 7(a) with respect to a small business concern on the 	 Employee 

Ownership Actsame basis as if such trust were the same legal entity as such concern. 
ofI980. 

(2) For purposes of this Act, the term "qualified employee trnst" means, "Qualified 
with respect to a small business concern, a trust- employee trust." 

(A) which forms part ofan employee stock ownership plan (as 
defined in section 4975(eX7) of the InteruaJ Revenue Code of 1954)-

(I) which is maintained by such concern, and , 

(il) 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 
seenrities (as defined in section 4975(e )(8) of such Code) which are allocated to the account 
of such participant are to be exercised \Yith respect to a corporate matter which (by law or 
charter) must be decided by a majority vote of outstanding common shares voted; and 

(Bl in the case of any loan guarantee under section 7(a), the trustee 
ofwhich enter" into an agreement with lbe Administrator which is bieding on the trust and 
on such small business concern and which provides that -

(i) the loan gUllXanteed nuder section 7(.) shall be used 
solely for the purchase ofqualifYing employer securities of such concern, 

llSection 3(b)added by § 224(b) ofPL 95·507, approved 0,1. 24, 1978 (97 Stat. 1751), 

l4New subsection 3{c) added by Title V. § 504, (lfPL 96-301, approved July 2,1980 (94 Stat. 833). Title V may be cited as 
"Small Business Empluyee Ownership Act of 1980." Effective date is Oct. 1, 1980, according to § 507 ofPL 96~:302_ See 
page 919 of this Handbook 

9 	 (Rev. 9) 



§ 3(c)(2)(Jl)(ii) to 
§ 3(c)(3)(C) 

SMALL BUSINESS ACT 


(ii) . all funds acquired by the concern in such purchase shall 
be used by such concern solely for the purposes for which such loan was guaranteed, 

(iii) such concern will provide such funds as may be 
necessary for the timely repayment ofsoch loan. and the property of such concern shall be 
available as security for repayment of such loan. and 

(iv) all qoalifYing employer securities acquired by such trust 
in such purchase ~hall be allocated to the accounts ofparticipants in such plan wbo are 
entitled to share in such allocation, and each participant has a nonforfeitable right, not later 
than the date such loan is repaid, to all such qoaliJYing employer securities which are so 
allocated to the participant's account. . 

(3) Under regulations which may be prescribed by the Administrtltor, a 
trust may be treated as a qoalified employee trust with respect to a small business concern if 

(Al the trust is maintained by an employee organization which 
represents at least 51 percent ofthe employees ofsuch concern, and 

(B) such cooem maintains a plan

(i) which is an employee benefit plan which is designed to 
invest primarily in qualifying employer securities (as defined in section 4975(e)(8) ofthe 
Interoal Revenue Code of 1954), 

(ii) which provides that each participant in the plan is 
entitled to direct the pian as to the manner in which voting rights under qoalif'ying 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 decide~ by a majority vote of 
the outstanding common shares voted, ~ 

(iii) which provides that each participant who is entitled to 
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 fonnula,. and 

(iv) which meets such other requirements (sinrilar to 
requirements applicable to employee stock ownership plans as deimed in section 4975(e)(7) 
ofthe Intemal Revenue Code of 1954) as the Administrator may prescribe, and 

(C) in the case of a loan guarantee under section 7(a), Such 
organization enters into an agreement with the Administration which is described in 
paragraph. (2)(B). 

10 (Rev, 9) 



§ 3(d) to 
§ 3(g) 

SMALL BUSINESS ACT 

(d)" For purposes of section 7 of this Act, the term "qualified Indian tribe" "Qualified 

means an Indian tribe as defmed in section 4(a) of the Indian Self·Detennination and 	 Indian 
tribe."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 
"Public or organization for the handicapped" means one -
private 
organization

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

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

(3) which, in the production ofconunodities 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-h,?W'S required for the production or provision of the commodities or services. 

(f)26 For purposes of section 7 of this Act, the term "handicapped individual" "Handi
means an individual- capped 

individual." 
(I) who has a physical, mental, or emotional impainnent, defect, 

ailment, disease, or disability of a pennanent nature which in any way limits the 
selection of any type ofemploymenffor which the person would otherwise, be qualified 
or qualifiable; or 

(2) who is a service·disabled veteran. 

"Energy(g) For purposes of section 7 of this Act, the term" energy measures" 
measures."includes •.. 

~ew subsections 3(d) - 3(i) added by § 1903 ofPL 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 defmition of "Indian Tribe" under § 8(a), see § 
8(0)(13). 

26Subsection 3(f) rewritten by § 401(a) ofP.L. 106-50, approved August 17, 1999 (113 Stat. 243). Text of fonner 
subsection 3(f) is reprinted below: 

For purposes of section 7 of this Act, the tenn "handicapped individual" means a person who has a physical, 
mental, or emotional impairment, defect, ailment, disease, or disability of a pennanent nature which in any 
way limits the selection of any type of employment for which the person would otherwise be qualified or 
qualifiable. 

(Rev. 9, Change I) 
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§3(g)(I) to 
§30)

SMALL BUSINESS ACT 

. (I) solar thermal energy equipment which i. either of the active type 

based upon mechanically forced energy transfer or of the passive type based on 

convective t conductive, or radiant energy transfer or some combination ofthese types; 


(2) pholovoltaic cells and related equipmenl; 

(3) a product or service the primary purpose of which is conservation 

of energy through devices or techniques which increase the energy efficiency ofexisting 

equipment, methods ofoperation~ or systems which use fossil fuels, and which is on the 

Energy Conservation Measures list of the Secretary ofEnergy or which the 

Adntinistrator determines 10 be consistent with the intent ofthis subsection; 


(4) equipmenl the primary purpose of which is production of energy 

from wood, biological waste. grain or other biomass source ofenergy; 


(5) equipment the primary purpose of which i. industrial 

cogeneration of energy. district heating, or production of energy from industrial waste; 


(6) hydroelecttic power equipment; 

(7) wind energy conversion equipment; and 

(8) engineering, architectural, consulting. or other pmfe.sion.1 

services which are necessary or appropriate to aid citizens in using any of the measures 

described in paragraph (I) through (7). 


(h) For purposes of this Act, the term "credit elsewhere" means the "Credit 
availability ofcredit from non~Fedela1 sources on reasonable terms and conditions elsewbere." 

. 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 purposes 
and periods of time, 

(i) For pUl]>oses ofsection 7 of this Act, the term "homeowners" includes "liomt'
owners."owners and lessees of residential property and also includes personal property. 

(j)" For the purposes of section 7(b)(2) of this Act, the term "small 	 "Small 
agmulturalagricultural cooperative" means an association (corporate or otherwise) acting pursuant 
cooperatives"to the provisions of the Agricultural Mar~eting Act (12 U.S,C. I 141(j), whose size does 
112 USC

not exceed the size standard established by the Administration for other similar 11410l1
agricultural small business concerns. In determining such size. the Administration shall 

27Subsection (j) added by § 310' of PL 9g~270, approved April 1&, 1984 (98 SUit. 151) (effective. as per § 313, on Oct. I, 

1983). Section 312 ofPL 98·210 provides that this amendmenl shall apply to loans granted on the basis of ''''yd;" 

with respect to which a declaration has been issued after Sept t, 1982, n.ndtr § 7{b)(2){A), (B), or{C} Qfthe 

Business Act or with respect to which a certification has been made after such date under § 1(b)(2){O) of such Aa. 
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regard the association28 as a business concern and shall not include the income or 
employees of any member shareholder of such cooperative. 

(kl~: For the purposes of this Act, the tenn tldisaster" means a sudden event "Disaster," 
which causes severe damage including) but not limited to, floods, hurricanes. tornadoes, 
earthquakes, fires, explosions! volcanoes, windstonns, landslides or mudslides, tidal 
waves, commercial fishery failures or fishery resource disasters (as determined by the 
Secretary ofCommerce under section 308(b) of the lnterjurisdictional Fisheries Act of 
1986)", ocean 

2'suhsectioo (j) amended by § 111(A)(6) ofPL 98-473, approved Oct 12, 1984 (98 Stat 1837 at 1966), to eliminate the 
prior requirement thai each member of me board ofdirectors ofthe governing body individually qualifY as It small 
business concern, The same amendment also substituted me tenn "business concern" for the prior "entity." 

~Subsec(lon (k) added by subse<:tion 119{b)(l) ofPL 100~59j). approved Nov. 3, 1988 {l02 Stat. 2999). Subsection 
119(bX2) ofPL 100-$90 renumbered the second subsection 3G) as 3(1}. 

~krence [Q commercial fisheries was added by § 104{bXl) ofP.L. 104-2()8, approved Sept. 30. 19% (110 Stat. 
30()9.nO), Section 104(1))(2) provided that me amendment shall be effective with respect tQ any disaster QCeUrring on 
or after Marcil 1, 1994. 

(Rev, 9, Cbange I) 
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conditions resulting in the closure of customary fishing waters, riot~t civil disorders or other 
catastrophes, except it does not include economic dislocations. 

(I)'" For purposes of1his Act 

"Computer(l) The tenn "computer crime" means-
crime.'" 

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

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

(m)" For purposes of1his Act, the term "simplified acquisition Ihreshold" has the "Simplified 

meaning given such term in section 4(11) of the Office of Fedetal Procurement Policy Act acquisition 
thr<shold,"(41 USC 403(1I}), 

(n)" For the purposes ofthis Act, a small business concern is a small business SmaU 
concern owned and controlled by women if- business 

concern 
owned and(J) at least 51 percent ofsmall business concern is owned by one or more 
controlledwomen Of, in the case ofany publicly owned business at least 51 percent of the stock of 
bywomcn.

which is owned by one or more women; and 

(2) the management and daily business operations of the business are 
controlled, by one or more women. 

(0)" DEFlNlTIONS OF BUNDLING OF CONTRACf REQUlREMENTS AND 
RELATED TERMS - In this Act: 

(I) BUNDLED CONTRACT - The tenn "bundled contract" means a "Bundled 
CQlltrnet,"contract that is entered into to meet requirements that are consolidated in a bundling of 

contrnct requirements. 

730}, Section I 04(b)(2) provided that the amendment shall be effective with respt<:t to any disaster occWTing on o"~ling of 
Mm:h 1. 1994, contract 

requirements.,.. 
"Subsection (I)(fonnerly 0») added by § 6 of PL 9&-362, approved July 16, 1984 (98 SUl 431), 

llsubsection 3(m) added by § 806{e)(1) ofPL IOl~5tO. approved Nov. S. 1989 (I04 Stat. 1593). The phrase "small purchase 
tftreshold" changed to "simplified acquisition threshold" by § 4404(a) of PL. I03~35S. approved Oct. 13, 1994 (108 Stat, 
3349). 

)lSubsection 3(0) added by § 7106(d) ofP.L. 103-355, approved Oct, 13. 1994 (IDS 5tat.3376), 

)1 Subsection 3(0) added by § 412 ofP.L. J05~135. approved Dec. 2, 1997 (Ill Stat. 2611). 
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(2) BUNDLING OF CONTRACT REQUIREMENTS - The tenn 
"bundling of contract requirements" means consolidating 2 or more pro~urement 
requirements for goods or services previously provided or performed under separate smaller 
contracts into a solicitation of offers for a single contract that is likely to be unsuitable for 
award to a small~business contern due to 

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

(B) the aggregate doll ... value ofthe anticipated award; 

(C) the geographical dispersion of the eontract performance sites; 
or 

(0) any combination of the factors described in subpatagraphs (A), 
(B), and (C). 

"Separate(3) SEPARATE SMALL CONTRACT - The term "sepa:rate smaller 
smallercontractt>~ 'with respect to a bundiing of contract requirements, means a contract that bas been 
contract,"

performed by 1 01 more small business concerns or was suitable for award to I or more small 
business concerns. . 

(P)14 DEFlli'ITIONS RELATING TO HUBZONES - In this Act: 

(I) 	 HISTORICALLY UNDERlJTILfZED BUSINESS ZONE - The tenn "Historically 
underutilized"historically underutilized business zone" means any area located 'Within 1 or more-
business 
zone." 

(Al qualified census tracts; 

(B) qualified nonmetropclitan counties; or 

(C) lands within the external boundaries of an Indian reservation. 

"HUBlone:,"
(2) HUBZONE - The term "HUBZone" means a historically underutilized 

business zone. 
"HUBZone 

(3) 	 HUBZONE SMALL BUSINESS CONCERN - The term "HUBZone small busine 
concern."smaIl business concern" 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 

l4 Subsection 3(p) added by § 6G2(a) ofP.1.. 105-135, approved Dec. 2, 1997 (11 I Stat. 2627), 
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(B) the principal office of which is located ina HUBZone; or 

(4) QUALIFIED AREAS

(A) QUALIFIED CENSUS TRACT - The term "qualified census 
tract" has the menning given that term in section 42(d)(5)(C)(ii)(I) of the Internal Revenue 
Code of 1986, 

(B) QUALIFIED NONMETROPOLITAN COUNTY - The term 
"qualified nonmetropolitan county" means any county

(il that, based on the most recent data available from the 
Bureau of the Census of the Departraent of Commerce

(I) is not located in a metropolitan statistical area 
(as defmed in section 143(k)(2)(B) of the lnterrutl Revenue Code of 1986}; and 

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

(ii) that, based on the most recent data available from the 
Secretary ofLabor, has an unemployment rate that is not less than 140 percent of the 
statev.ide average unemployment rate for the State in which the COlmty is located. 

(5) QUALIFIED HUBZONE SMALL BUSINESS CONCERN 

"qualified", if
(A) 

, 
IN GENERAL - A HUBZone small business concern is 

(i) the small business concern has certified in writing to the 
Administrator (or the Administrator otherwise determinest based on information submitted to 
the Administrator by the small business concern~ or based on certification procedures, which 
sball be establisbed by the Administration by regulation) that

(I) it is a HUBZone smaU business concern; 

(ll) not less than 35 percent of the employees of the 
smaU business concern reside in a HUBZone! and the smaH business concern Villi attempt to 
maintain this employment percentage dwing the performance ofany contmc! awardad to the 
small business concern on the basis of a preference provided under section 31(b); and 

(111) with respect to any subcontract entered into by 
the small business concern pursuant to a contract awarded to the small business concern 
Wider section 3 t. the small business concern will ensure that

15 (Rev.?) 
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§ 3(P)(5)(A)(I)(llI)(aa) to 
§ 3(P)(;)(ll)(li) 

SMALL BUSINESS ACT 

(oa) in the case ofa contract for services 
(except construction), not less than SO porteot of the cost ofcontract perfonnance incurred 
for personnel will be expended for its employees or for employees ofother HUBZone small 
business concerns; and . 

(bb) in the case ofa contract for procurement 
of supplies (other than procuremeot from a regular dealer in such supplies), not less than 50 
pertent .,fthe cost ofmanufacturing the supplies (not including the cost ofmaterials) wiU be 
incurred in connection willi the pennImanee ofthe con1rnct in a HUBZone by 1 or more 
HUBZone small business concerns; and 

(ii) no certification made or information provided by the 
small business concern onder clause (i) has been, in accordance with the procedures 
established under section 3l{e}(l}

(I) successfully challenged by an interested party; 
or 

(U) otherwise detennined by the Administrator to be 
materially false. 

(B) CHANGE IN PERCENTAGES - The Administrator may 
utilize a per<entage other than the percentage specified in under [sic] item (aa) or (bb) of 
subparagraph (A)(i)(lII), if the Administrator determines that such action is necessary to 
reflect conventional industry practices among small business concerns that are below the 
numctical size standard fur businesses in that industty category. 

(C) CONSTRUCTION AND OTHER CONTRACTS - The 
Administrator shall promulgate final regulations imposing requirements that are similar to 
those specified in subclauses (IV) and (V) of subparagmph (Al(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 sUbparagrap'h (B). 

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

(i) inClude the name, address, and type ofbusiness with 
respect to each such small business concem~ 

(ill be updated by the Administrator not less than annually; 
and 
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i 3(P)(S)(D)(iii) to 
14(0)SMALL BUSINESS ACT 

(iii) be provided upon request to any Federal.goney or 
other entity, 

(q)" DEFINmONS RELATING TO VETERANS,-ln this Act, the following 
definitions apply: 

"Service(I) SERVICE-DISABLED VETERAN,-The teIm "service-disabled 
disabledveteranl

' means a veteran with a disability that is service~connected (as defined in section veteran,'" 
101(16) of title 38, United Slates Code), 

"Small 

(2), SMALL BUSINESS CONCERN OW"NED AND CONTROLLED business 
concernBY SERVICE·DlSABLED VETERANS,-The term "small business concern owned and 
owned and

controlled by service~disabled veterans" means a small business concern- controlled by 
service

(A) 	 not less than 51 percent of which is owned by one or more disabled 
veterans.service--disabled veterans Of, in the case of any publicly owned business7 not less than 51 

percent of the stock ofwhich is owned hy one Or more service-disabled veterans; and 

(B) the management and daily business operations of which are 
controlled by one or more sen'ice-disabled veterans or, tn the case of a veteran with 
permanent and severe disability, the spouse or permanent caregiver of such veteran, 

, "SmaJl(3) SMALL BUSINESS CONCERN OWNED AND CONTROLLED 
businessBY VETERANS,-The term "small business concern owned and controlled by veterans" 
concern

means a small business concern- owned and 
controlk>d by 

(A) not less than 51percent of which i. owned by one or more veterans, 
veterans or, in the case of any publicly owned bUSIness. not iess than 51 percent of the 
stock of which is owned by one or more veterans; and ' 

(8) the management and daily business operations of which are 
controlled by one or more veterans. 

(4) VETERAN,-The term "veteran" has the meaning given the term "Veteran." 
in section 101(2) of title 38, United States Code, 

§ 4, (a) In order to carry out the policies of this Act there is hereby created an Small Business 
agency Wlder the name "Sman Business Administration" (herein referred to as the Administration. 

15 USC 633,Administration), which Administration shall be under the general direction and 
supervision of the President and shall not be affiliated with or be within any other agency 

J~ Subsection 3(q) added by § 103(a) of PL. 1M·50, approved August 17, 1999 (113 Stat. Z34). Se¢tl<m l03(b) ofPL 
106--50 provides: 

APPLICABILITY TO THIS ACT,-In this Act, the defmitions C:01ltained in section 3(q) of the Small Business 
Act, as added by this section, apply 

(Rev. 9, Change 1) 
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or department of the Federal Goverrunent, 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 detennined by 
the Adntinistrator ofthe Administration. As used in this Act, the term "United States" 
includes the several States, the Territories and possessions of the United States, the 
Commonwealth of Puerto Rico, the Trust Territor)' ofthe Pacific Islands, and the District 
ofColumbia." . ' 

(b)" (I) The management ofthe 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 employment than that 
of serving as Administrator. In carrying out the progmms administered by the Small 
Business Administration including its lending and guaranteeing functions, the 
Adrninistra~or 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 Small 
Business Adntinistration, and the Small Business Administration shall give special 

Deputyconsideration to veterans of the Armed Forces of the United States and their survivors or 
Administrator.dependents," The President also may appoint a Deputy Administrator, by and with the 

advice and consent ofthe Senate.39 The Administrator is authorized to appoint five40 

Associate Administrators (including the Associate Administrator specified in section 201 
of the Small Business Investment Act of 1958) to assist in the execution ofthe functions 
vested in the Administration. One such Associate Administrator shall be the Associate 

3~Sec;tion 1n i QfPL 90-448, the Housing and Urban Devekipment Act of 1%8, approved Aug- 1, 1968 (82 Stat. 610), 
amended § 4(a) to include the Trust Tetritmy of the Pacific IsJands, (Compare § 103{4) of the Small Business fnveslIIlent 
Act £If 1958. as mnended, which defmes the term "State" to incfude the several State$, and Territories and poucssions of 
the United Stat~ the Commonwealth of Puerto Rkn. and the District ofColumbia). Part ofthe Trost Territory became 
the Commonwealth ofthe Northern Mariana Islands by vitrue ofPL 94-241, approved Mar, 24, 1976 (90 Stat. 263). 

"See'ion 4(b) ..designated as subsection 4(b)(1) by § <WI .fPt %·302, approYed July 2.1980 (94 Stat. 833). 

)3Senrence added by § g ofPL 93-231, approved Jan, 2. 1974 (81 Stat t023). Section 701 ofP,L. I{)6..S0, approved 
August 17, 1999 (113 Siat. 249) provides: 

The Administrator of the Small Business Adm:inisttation shall strengthen and reissue the Administrator's order 
regarding the thi.rd sentence ofsection 4(b}(1) ofthe Smau Business Act. relating to nondiscriminal:ion and 
special eonsiderations for veterans. and take aU necessary steps to ensure that its provisions arc fully and 
vigorously implemented. 

"Sentence rewritten by § l(a) ofP.L. 101~S15, approved Nov. 5. 1990 (104 Slat, 2140), to provide for presidential 
appointment of the Deputy Administrator. Section l{b) ofP,L. 101~51S provides that "[t}he provlskms ofsubsectioD (a) 
of this $ectkm shall apply to any vacancy in the position of Deputy Administrator of the Small Business Administration 
after the effective date of this Act. ~ The same language appears in § 221 ofP.L. 101~574, approved Nov. 15, 1990 (104 
Stat. 2823), 

'O"Four" inserted in lieu of Mthree" by § 7(1) ofPL 93~3:S6, approved Aug, 23,1974 (88 Stat 142). "Five" m$ffiod 
201(aXl) ofP,L, lQQ.5Q, approyed August 17. 1999 (113 S ..t 235), Section 201('X2) ofP.L. 106·50 added the 
Ass()(;iate Administrator for Veterans Busmcss Development. 

(ReY. 9. Change I) 
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Administrator for Veterans Business Development, who shall administer the Office of 
Veterans Business Development established Wlder section 32. One of the Associate 
Administrators shall be designated at the time of his appointment as the Associate 
Atiministrator for Minority Small Business and Capital Ownership Development who 
shall be an emplolee in the competitive service or in the Senior Executive Service and a 
career appointee' and shall be responsible to the Administrator for the formulation and 
execution of the policies and programs under sections 79) and 8(a) of this Act which 
provide assistance to minority small business concerns.4 The Deputy Administrator 
shall be Acting Administrator of the Administration during the absence Or disability of 
the Administrator or in the event of a vacancy in the office of the Administrator.~; 

(2)44 The Administrator also shall be responsible for

(A) establishing and maintaining an extemal small business Et;:onomic 
economic data base fOT the purpose of providing the Congress and the Administration data base. 

information on the economic condition and the expansion or contraction ofthe small 
Economicbusiness sector. To that end, the Administrator shaH publish on a regular basis national ind.ices,

small business economic indices and, to the extent feasible. regional small business publication.
economic indices, which shall include. but need not be limited to, data on 

(iJ employment, layoffs, and new hires; 

(ii) number ofbusiness establishments and the types of 
such establishments such as sole proprietorships, Corporations, and partnerships; 

(iii) number ofbusiness fonnations and failures; 

(iv) sales and new orders; 

(v) back orders; 

41The requirement that the Associate Administrator for Minority Small Business and Capital ~hip Development be 
in the competitive service or a career appointee added by § 40'(a) ofPL too-656, approved Nov, }S, 1988 (102 Stat. 
3873). Section 401(b) ofPL 100-656 provides that: 

The position of A$$ociate Administrator fo.r Minoriry Small Business and Capital Ownership Development 
referred to in paragraph 0) of section 4{h) of the Act shall be a caree.r reserved positi~. 

41The clause "and shall be responsible. ' ." mnitten by § 103 ofPL 96-481, approved Ckt. 21, 1980 (94 Stat. 2321). 

°Section 8 ofPL 89~179. the Small Business InveStment Act Amendments of 1966. approved Nov. 6, 1966 (80 Stat. 
1364), replaced the three Deputy Administrators previously authorized by § 4(b) and the Deputy Administrator 
authorized by § 201 of the Small Business Investment Act of 1958 with a single Deputy Administrator authorized to be 
Acting Administrator and th.rte Associate Administrators. The Associate AdminiStrator for Minority Small Business 
authorized by § 7(2) ofPL 93~386, approved Aug. 23, 1974 (88 Stat. 742), Section 206 ofPL 95·507, approved Oct: 24, 
1978 (92 Stat 1757), changed "Associate Administrator for Minority Smail Business" to "Associate Administrator for 
Minority Small Business and Capital Ownership Devel()pment" . 

"New subsection 4(b)(2) added by § 401 ofPL 96-302, approved July 2, 1980 (94 Stat 8l3). 
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(vi) investment in plant and equipment; 

(vii) changes in inventory and rate of inventory turnover; 

(viii) sources and amounts ofcapital investment, including 
debt, equity, and internally generated funds; 

(ix) debt to equity ratios; 

(x) exports; 

(xi) number and dollar amount of mergers and acquisitions 
by size ofaequiring and acquired fum; and 

(xii) concentration ratios; and 

(8) publishing annually a report giving a comparative anaiysis and Annual report, 

interpretation of the historical trends of the small busIness sector as reflected by the data publication. 

acquired pursuant to subparagraph (A) ofthis subsection. 

Risk manag~mc
(3)" RISK MANAGEMENT DATABASE. database, 

~ew subsection 4(h)(3) added by § 102 ofP.L. 104-208, approved Sept. 3~. 1996 (i 10 S~" 3009·nS), Formetsubsection 
4(b)(3) added by ~ 3 ofPL 98<362, approved July 16. 1984, "SmaJt Business Computer Security and Education Act of 1984 
(93 Stat. 431). The Act was effective O<:t 1, 1984, per § 7(a) thereof. Section 4(b)(3} is extended to March 31. 1991. per § 
2J2ofp,L. 101-.'174, approved Nov. 15, 1990 (104 Stat. 2821). The same extension is enacted by § II ofP,L. I!}l~51S. 
approved Nov. 5, 1990 (104 Stat. 2145). The sunset date was extended to Ott. 1. 1994 by § 225 ofP.L. 102<;66, approved' 
Sept 4, 1992 (106 Stat. 1001); no further extensions were enacted. Expired § 4(b)(3) is reprinted below: 

(A) The Administrator shall, not later than ninety days after the: effective date oftbe Small 
Business Computer Security and EducatioQ Act (If 1984, establish an advisory councillQ be known as the 
Small Bosiness Computer Security and Education Advisory Council (hereinafter referred to as the 
"advisory council"). 

(B) The advisory council shall consist of the following members: 

(i) an official ofthe Small Business Administration. appointed by the 
Administrator; 

(ii) an official (If the Institute for Computer Sciences and Teclmoklgy ofthe 
Department ofCommerce, appointed by the Secretary of Commerce; 

(iii) an official of the Department of Justice, appointed by the Attorney General, who 
is knowledgeable about issues of-compUteT security and its protection; 

(IV) an official of the Department of Defense,. appointed by the Secretary of Defense, 
who is knowledgeable about issues ofcomputer security; 
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(v) one individuaL, appointed by the Administrator, who is representative 
interests ofme manufacturers of computer hardware t() small business conetfn$; 

(vi) one individual. appointed by the Administrator. who is representative of the 
interests of the m3nufactill'ets of computer Sl)ftware to small busine$$ concerns; 

(vii) one individual. appointed by the Administrator, who is representative of the 
interests of the providtl'S ofoomptrter liability insurance t() small bm>iness C!)DCerns; 

(viii) one individual. appointed by the Administrator. who is mpresentative ofthe 
interests of the providers ofcomputer security equipment and services to small bu~ concerns; 

(ix) one individual. appointed by the: Adminisuator. who is ~sentative of the 
interests- ofassociations of small business concerns. other than small business concerns engaging in any of 
the activioes described in clauses (v) through (viii); and 

(x) such additional qualified individuals from tM private sector, appointed by the 
Administrator. as the Administrator determines to be approp~te. 

(C) It shall be the function of the advisory CQuoeil to advise the Administration on

.(i) the nature and scope ofcomputer crimes commi~~d against small business 
concerns; 

Oi) the effectiveness of Federal and State Jaw in deterring computer-related 
activity or prosecuting computer-related crimes; 

(iii) the effectiveness. ofcomputer technology and management techniques. available 
to- small business for increasmg their computer security;. 

(iv) the development of information and guidelines to be made available tQ tb.e 
Administrator to assist small business concerns. in evaJuating the security ofcomputer systems; and 

(v) such other appropriate functions of the smalJ business computer security and 
education prognml, 

(D) The Administrator shall designate one of the non-Federal members ofthe advisory 
council as its chairperson. The advisory COtInCil shall meet at least annually and at such other times as 
~uested by the Administrator, A majority ofthe members ofthe advisory toWlcii shall constitute a 
quorum. Vacancies on the council shaU be fitled in the same manner as the original appointment. 

(E) Each member ofthe advisory council shall serve without .additional pay. allowances. 01 

benefits by reason of such service. Each non~Federal member shatl be reimbmsed f(lr actual expenses., 
including trav~J expenses, as authorized by section 5703 oftide 5, United States Code. 

(F) Upon request ofthe cbairperson of the advisory council, tht: Administrator may request 
directly from any Federal agency information necessary to enable the advisory council to cany out its 
functions under the Small Business Computet Security and Education Act of 1984, Upon the request of 
the AdministratQT, the head ofsuch agency shall furnish to the Administrator such infonnation., subject 
the :requirements of section 552 of title 5, United States Code. 

(4) (A) The AdministratQr shall establish a small business computer security and education 
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(Al EST ABUSHMENT.-The Administration shall establish, 
within the management system for the loan programs authorized by subsections (" and (b) of 
section 7 of this Act and title V ofthe Small Business Investment Act of 1958, a management 
information system that will genetate a database capable ofproviding timely and accurate 
information in order to identify loan undernTiting, collections; recovery; and liquidation 
problems. 

(B) INFORMATION TO BE MAfNTAlNED.-In addition to such 
other information as the Administration considers appropriate, the database established under 
subparagraph (A) shall, with respect to each loan program described in subparagrnph (A), 
include infonnation relating to

(i) the identity ofthe institution making the guaranteed 
loan odssuing the debenture; 

(ii) the identity of the borrower; 

(iii) the total dollar amount of the loan or debenture; 

loan; 
(iv) the total dollar amount ofgovernment exposure in each 

has its principal office; 
(v) the district of the Administration in which the borrower 

program to

(i) provide small business concerns information regarding

(I) utilization and management ofcomputer te<:hnology; 

(lI) computer crimes committed against small business concerns; and 

(m) security fQr computers owned or utilized by small business conCerns; 

(ii) provide for periodic forums fOt small business concerns to improve their 
knowledge of the matters described in clause (1); and 

(iii) provide training opportunities to edueate small business users on computer 
security techniques. 

(B) The Administrator, after consultation with the direetor ofthe Institute ofComputer 
SciencC!! and Technology within the Department of Commerce., shall develop information and materials to 
carry out the activities described in subparagraph (A} of this paragraph. 

. 
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(vi) the principal line ofbusiness of the borrower, as 
identified by Standard Industrial Classification Code (or any successor to that system); 

(vii) the delinquency rate for each program (including 
number ofinstances and days overdue); 

(viii) the number and amount ofrepurchases. losses, and 
recoveries in each program; 

, 
(ix) the number ofdeferrals or forbearances in each program 

(including days and number of instances); . 

(x) comparisons on the basis ofloan program, lender, 
Administration district and region, for all the dau. elements maintained; and 

(xi) underwriting characteristics ofeach loan that has 
entered into default, including term, amount and type ofcollateral, loan-to-value and other 
a<tual and projected ratios, line ofbusiness, credit history, and type ofloan. 

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

(i) be operatiOnal not laler than June 30. 1997; and 

(ii) capture data begiuning on the first day of the second 
quarter of fiscal year 1997 begiuning after such date and thereafter, 

(c) 	 (I)" There are hereby established in the Treasury the following revolving Revolving 
t\utds,funds: (A) a disaster loan fund which shall be available for financing functions performed 

under sections 5(e), 7(b)(I), 7(b)(2), 7(b)(3),''7(b)(4), and 7(c)(2)" ofthis Act; and (B) a 

oUSection 4(c) was substantially amended, effective July t, 1966. by § 2 ofPL 89-409, approved May 2, 1966 (SO Stat, 132), 
primarily to establish two revolving funds instead of the fomier single conuningkd fund. (A tbW revolving fund for 
carrying out the Lease Guarantee Prog,rnm was established m § 403 of the SBlA of 1958, as amended. A fourth rev<llving 
fund for the Surety Bond Guanmtce Program was laterestabJis!red in § 412 oithe SBlA of 1958, as amended, A fifth: 
separate revolving fimd was also established by § 405 afthe SBiA of 195&. as amended.) The amendment also added the 
requirement for quarterly reports to certain congressional committees on the status ofthe revolving funds and also the 
provision on preparing Agency budgets ;!lXording to the Government Corporation Control Act. Section 4(c} was further 
amended by PI.. 95-89, approved Aug. 4, 1977 (91 Stat 553). Section 7(b)(3) functions were transferred from the business 
loan and investment fund to the disaster loan fund by § 401 ofPL 95~89. Sectlon5(e) (loan moratorium) fil:naions were 
placed in the disaster loan fund by § 304 ofpt. 95-89. 

~7(b)(4)" inserted after "7(b)(3)" by § 306 'ofPL 9s..270, approved April IS, 1984 (98 Stat 157) (;o:ifedive, as per § 3 fl, on 
Det. I, 1983). Sectio", 7(b)(3) and (4) repealed by § 18006(a) ofPL 99,272, approved April 7, 1986 (100 Slbt. 366) . 

.(?Section 4{c)(1)(A) was amended by § 1913{b) ofPL 97-35, approved Aug. 13, 1981 (95 Stat 357), to be >tffective on 
I, 1981, per § 1918 ofPL 97-35, This amendment deJeled references to §§ 7(b)(4)~7(bXg) and § 7(g). 
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business loan and investment fund which shall be available for fmancing functions performed 
under sections S(g)," 7(a)," and 8(a) of this Act, and titleslll, IV" and V of the Small ' 
Business Investment Act of 1958. 

(2) All repayments ofloans and debentures, payments ofinterest and other Repayment. 
receipts arising out of transactions heretofore Or hereafter entered into by the Administration 
(A) pursuant to sections See), 7(bXI), 7(b)(2l. 7(bX3), 7(b){4), 7(b){5). 7(b){6), 7(b)(7), 
7(bX8), 7(cX2); and 7(g)" of this Act shall be paid into a disaster loan fund; and (8) pursuant 
to sections 5(g), 7(a), 7(e), 7(h), 7(i), 7(1)," 7(m)," and 8(.) of this Act, and titles III, IV and 
V of the Small Business Investment Act of 1958, shall be paid into the business loanond 
investment fund. 

(3) Unexpended balances of appropriations made to the fund pursuant to Unexpended 

this subsection, as iIi effect immediately prior to the effective date ofthis paragraph, shall be balances. 

allocated, together with related assets and liabilities, to the funds established by paragraph (I) 
in such amounts as the Administrator shalf determine.s.4 

(4)" The Administration shall submit to the Committees on Appropriations. ~to 
Senate Select Committee on Small Business, and the Committee on Small Business ofthe Congress. 

House of Representatives, as soon as possible after the beginning ofeach calendar quarter, a 

'"Sections 4(c)(1)(B) and 4(cX2)(B) were amended by § 5 ofPL 9&-352. Secondary Market Improvement Act of lWd et 
approved 1uly }O. 1984 (98 Stat. 329), by adding § 5(g) (as shown above) to the financing functions for which the ~y. 
loan and invesnnen{ fund is available. on, 

~on 4{c)(1XB)was amended by § 1908 ofPL 91-35. approved Aug. 13, 19&1 (95 Stat. 357), to be effective on Oct. I, 
1981, pcr § 1918 ofPL97-)S. This amendment del.rod ,er"",ces to §§ 7{e). 7(b1 7{i) and 7(1), Section 7(1) had p,,,,iously 
been added by § 4 ofPL 95-315. approved July 4, 1978 (92 Stat. 379). 

"'ritle IV added to §! 4(c)(I)(B) and (2)(B) by § I1I(a) ofPL 100,590, approved Nov, 3, 1988 (102 Stat. 2995), 

Sl"7(g)" added by §201 .fP.L, 95-89, 'PProved Aug. 4,1977 (91 Stat. 55~), 

""7(1)" added by § 4 ofP,L, 95·315, approved July 4, 1978 (92 Stat. 379). 

n''7(m)'' added b)' § 609(1<)(2) ofPL 102-140, approved Oct. 28, 1991 (lOS Stat 831). 

S4Sentence author'.zing appropriations to fwtds established by paragrapb (1) deleted by § 10 l(b) of PL 95-39 (effective Oct. 
•• 1977). approved Aug. 4, 1971 (91 Stat, 553). See § 20 of this Act. Authorization for appropriations. 

;:!Forrner § 4(c)(4), dealing with program limits., repealed by § 101(e) ofPt 95-89 (effective Oct. I, 1977), approved Aug. 4, 
1977 (9l Stat. 553). Secrion 102 of PL 95-89 amends § 20 ofmis Act and establishes program levels thl::rein. Section 202 of 
PL 95 89 redt.'Signated this paragraph [formerly (5)] as paragraph (4). It substitutes "Senate Select Committee on SmallR 

Business and the Committee on Small Business ofthe House of Representatives" for "the Committees on Banking and 
Currency of the S~nate and House of Representatives': in the ftrst sentence; deletes a reference to fonner paragraph (4) 
authom.ation and substitutes "Committees on Appropriations, the Senate Select Committee on Small Business and the 
Committee on SmaU Business of the House ofRepresentatives" for "Congress" in the last sentence. The Senate deleted the 
word "selet:t" by S. Res. 101, 91th Cong., 1st Sess" Mar. 25, 1981, 
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\. full and complete report On the status ofeach ofthe funds established by paragraph (I). 
Business.type budgets for each ofthe funds established by paragraph (1) shall be prepared. 
trnnsmitteci to the Committees on Appropriations, the Senate Select Committee on Small 
Business and the Committee on SmaJl 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 wholly owned Government 
corporations. 

(5) (A)'" The Administration is authorized to make and issue notes to the Borrowing 
Secretary of the Treasury for the purpose ofobtaining funds necessary for discharging 	 authority for 
obligations under the revolving funds created by section 4(0)(1) of this Act and for authorized 	 revolving 

funds.expenditures out of the funds. Such notes shall be in such form and denominations and have 
such maturities and be subject to such terms and conditions as may be prescribed by the 
Administration ",ith 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 maIket yield ofoutstanding marketable obligations of the United States having 
maturities comparable to the notes issued by the Administration under this paragraph. Tho 
Secretary ofthe Treasury is authotized and directed to purchase any notes of the 
Administration issued hereunder, and, for that purpose, the Secretary ofthe Treasury is 
authorized to use as a public debt transaction the proceeds !rom the sale ofany securities 
issued ander the Second Liberty Bond Act, as amended, and the purposes for which such 
securities may be issued WIder such Act, as amended, are extended to include ~e purchase of 
notes issued by the Administration. All redemptions, purchases, and sales by the Secretary of 
the Treasury of s'Uch notes shall be treated as public debt transactions of the United States. 
All borrowing authority contained herein shall be effective ordy to such extent or in such 
amounts as are provided in advance in appropriation Acts. 

(B) (il Moneys in the funds established in subsection (e)(l) not 
needed for current operations may be paid into miscellaneous receipts of the Treasury, 

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

"This _ph, formedy _h (6), was rede,igmued parngraph (5) by § 202 ofPL 95-$9. approved AUg. 4, 1971 (9t 
Stat, 553). Section 4«)(5) rewritten by § 121 ofPL %-302, approved July 2,1980 (94 Slat 833), t. provide for borrowing 
authority for SSA revolving funds. 

S7Section 4(c)(5)(B)(ii) rewriuen by §601 ofrL, 103-403. approved Oct. 22, 1994 (lOS Stat 420l). former text .of § 
4(c)(5)(B)(ii) is set out below: 

The Administration shall pay into miscellaneous receipts of the Treasury, following the close ofeach fiscal year, 
interest on I:.he average of loan disbur5ements out~ standing throughout the year providing such disbursements are 
made from amounts appropriated for the disaster loan fund after October I, 1980 or are made from repayments of 
principal of 1001\$ made from funds appropriated to the disaster loan fund, or from amounts appropriated to the 
business loan and investment fundon or after October 1, 1981 or are made from repayment'i of principal 
made from funds appropriated to the business Joan and investment fund and reeeived on or after October l, 
This interest shall be calculated solely on the amount of loan disbursements net of tosses at the rate provided under 
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actual interest that the Administration collects during that fiscal year on all financings made 
under this Act. 

(C) Except on those loan disbursement. on which interest is paid 
under subsection (B)(ii), the Administration shall pay into miscellaneous receipts of the 
Treasury, following the dose of each fiscal year, interest received by the Administration on 
fmancing functions performed under this Act and titles III and V ofthe Small Business 
Investment Act ofl958 providing the capital used to perform such functions originated from 
appropriated funds. Such payments shall be treated by the Department of the Treaswy as 
interest income. not as retirement of indebtedness . 

• 
(D) There are authorized to be appropriated, in any flscal year, such Appropriation 

sums as may be necessary for losses and interest subsidies incurred by the funds established 
by subsection (e)(I), but oot previously reimbursed. 

aulhorization. 

(d) There is hereby created the Loan Policy Board of the Srilall Business 
Administration, whicl! shall consist of the following members, all ex officio. The 
Administrator, as Chairman, the Secretary of the Treasury, and the Secretary ofComrnerce. 
Either of the said Secretaries may designate an officer ofhis Departmen~ 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 to any maner or matters: The Loan 

Loan Policy 
Boat<!. 

Policy Board shall establish genecal policies (particularly with reference to the public interest 
involved in the granting and denial ofapplications for financial assistance by the 
Admini.tmtion 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 flnaru:ial assistance by the Administmtion." 

(e)" PROHIBITION ON THE PROVISION OF ASSISTANCE.-Notwithstanding Oh$(:t;:ne 
any other provision of law, the Administration is prohibited from providing any fmancial or material

other assistance to any business concern or other person engaged in the production or assistance 
prohibited.distribution ofany product or service that has been determined to be obscene by a court of 

competent jurisdiction. 

Child support(I)" CERTIFICATION OF COMPLIANCE WITH CHILD SUPPORT 
compliance.OBLIGATIONS.

sub,edioo (c)(5)(A) 

»rhe SBA Loan Policy Board was abolished by Reorganization Plan No.4 of 1965 (effective July 27, 1965~ 30 F.R. 9353) 

and its functions transferred to the SBA AdministratQL 


~~ubsection 4(e) added by § 611 ofP.L. 103-403, approved Oct, 22, 1994 (108 Stat. 4f(4). 


OOSubsection 4(0 added by § 612 ofP,L 103-403, approved Oct, 22, t994 n03 Stat 4205). 
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(1) IN GENERAL.-For financial assistance approved after the 
promulgation offinal regulations to impJement 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 recipienl is nol more than 60 days delinquent under the tenus of any

(A) administrative order, 

(B) court order; or 

(C) repayment agreement entered into between the recipient and 
the custodial parent or State agency providing child support enforcement services, 

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

(2) ENFORCEMENT.-Not later than 6 montha after the date of 
enactment of this subsection, the Administration shall promulgale such regulations as may be 
necessary to enforce compliance with the requirements of this subsection. 

§ 5 (al The Administration shall have power to adopt, aller, and use a seal, which 
shall be judicially noticed. The Administrator is authorized, subject to the civil service and 
classification laws~ to select, employ. appOint, and fix the compensation of su<:h officers,. 
employees, artorneys, and agents as shall be necessary to carry out the provisions ofthis Act; 
to deftne their authority and duties;'t and to pay the costs ofqualification ofcertain of them 
as notaries puhlic. The Admlnistratio~ with the consent ofany board, conunission, 
independent establishment or executive department of the Government, may avail itself On a 
reimbursable or non-reimbursable basis ofthe use of infonnation, services, fitciHties 
(including any field service thereof), officers, and employees thereof, in carrying out the 
provisions of this Act. 

(b) In the performance of, and with respect to, the functions, powers, and duties 
vestod in him by this Act the Administrator may - . 

(I) sue and be sued in any court ofrecord of a State having general 
jurisdiction, or in any United States district court, and jurisdiction is conferred upon such 
district coW1 to detennine such controversies without regard to the amount in controversy; 
but no attachment, injunction, gamislunent, or other similar process, mesne or final. shall be 
issued against the Administrator or his property; 

Administratio 

Administrator
'may: 

Sue and be 

sued, 


61The phrase "to provide bonds for them in such amounts as the Administrator shall determine" was deleted by § 2241:.) 0 
PL 92~j to, approved June 6, 1972 (86 Stat. 206). 
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(2) under regulations prescribed by him, assign or sell at public or private 
sale, or otherwise dispose offor cash or credit. in his discretion and upon such tenns and 
conditions and for such consideration as the Administrator sbaH detcnnine to be reasonable, 
any evidence ofd.b~ contract, claim, personal property, or security assigned to or held bY 
him in connection with the payment of loans granted under thisAc~ and to collect or 
compromise all obligations assigned to or held by him and all legal or equitable rights 
accruing to him: in connection with the payment of such loans until such time as such 
obligations may be referred to the Attorney General fur suit or collection; 

(3) deal with. complete, renovate~ improve. modernize, insure, or rent. or· Utilize 
sell for cash or credit upon such tenns and conditions and for such consideration as the property. 
Administrator shall determine to be reasonable, any real property cOnveyed to or otherwise 
acquired bY him'in connection with the payment of loans grsnted under this Aot; 

(4) pursue to fmal collection, bY way of comprontise or otherwise, all CQllect 

claims against third parties assigned to the Administrator m'connection with loans made by claims. 

him, This shall include authority to obtain deficiency judgments or otherwise in the case of 
mortgages assigned to the Administrator, Section 3709 ofthe Revised Statutes, as amended 
(41 U.S.C" sec. 5), shall not be construed to apply to any contract of hazard insurance or to 
any purchase or contract for services or supplies on account ofproperty obtained by the 
Administrator as a result of loans made under this Act ifthe premium therefor or the amount 
thereof does not exceed $1,000. The power to convey and to e.ceo.. in the name of the 
Administrator deeds ofconveyance, deeds ofrelease. assignments and satisfactions of 
mortgag~ and any other written instrument relating to real property or any interest therein 
acquired by the Administrator pursuant to the provisions ofthis Act may be exercised by the 
Administrator or by any officer or agent appointed by him without the execution of any 
express delegation ofpower or power ofattorney, Nothing in this section shall be construed 
to prevent the Administrator from delegating such power by order or by power of attorney1 in 
his discretion. to any officer or agent he may appoint; 

(5) acquire. in any lawful manner, any property (real, personal, or mixed, Acquire 
tangible or intangible). whenever deemed necessary or appropnate to the couduct of the property. 

activities authorized in sections 7(a) and 7(b); 

(6) make such rules and regulations as he deems necessary to carry out the 
authority vested in him by or pw-suant to this Act; 

(7)'" in addition to any powers, functions, privileges and immunities Service of 
otherwise vested in him, take any and all actions (including the procurement of the services attorneys. 

62Section 5(b)(7) amended by § 1!4 ofPL %-302, approved July 2,1980 {94 Stat 833). to authorize SBA to delegate certain 
loan prot(!ssing functions to qualified preferred lenders. For reference to such lenders, see § 7(3)(2). The proviso in § 
5(b)(7) was rewritten by § 208(i) ofP.L. 104-208, approved Sept. 3G, 1996 (I 10 Stat 3009·747), The text of the former 
proviso is reprinted below: 
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ofattorneys 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, servic~ comprom.ising~ modifying, liquidating, 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 PlJl'SU!Ult to regulations promulgated by the Administrator, authorize participating 
lending institutions to take actions relating to loan servicing on behalf of the Administrator, 
including determining eligibility and creditworthiness and loan monitoring, collection, and 
liquidation; 

(8) 	 pay the trruisportation expenses and per diem in lieu of subsistence Employaru! 
reimbume. expenses, in accordance with the Travel Expense Act of 1949, for travel ofany person 
temporaryemployed by the Administration to render temporary services not in excess ofsix months in 
employees.

connection with any disaster referred to in section 7(b) from plal:e ofappointment to, and 
while at, the disaster area and any other temporary posts ofduty and return upon completion 
of the assigmnent: Provided" ThaI the Administrator may extend the six-month limitation 
for an additional six months if the Administrator detennines the extension is necessary to 
continue efficient disaster loan making activities; 

(9) accept the services and faeilities of Federal, State, and local agencies 

and groups, both public and private, and utilize such gratUitous services and facilities as may ~ 


from time to time, be necessary, to further the objectives ofsection 7(b}; 


(10) 	 upon purchase by the Administration ofany deferred participation Interest on 
panicipationentered into under section 7 ofthis Act, continue to charge a rate ofinterest not to exceed that 
purchased,initially charged by the participating institution on the amount so purchased for the remaining 

term ofthe indebtedness;64 

(II) make such investigations as he deems necessary to delfrmine whether 
a recipient of or participant in any assistance under this Act or any other person bas engaged 
or is about to engage in any acts or practices which constitute or will constitute a violation of 
any provision of this Act, or ofany rule or regulation under this Act. or ofany order issued 
under this Act. The Administration sball permit any person to file with it a statement in 
writing, under oath or otherwise as the Administration sball determine, as to all the facts and 
circumstances concerning the matter to be investigated. For the pwpose of any investigation, 

That nothing herein shall be construed as authorizing the Adminis.trator to contract or otherwise delegate bis 
responsibility for loan servicing to other than Administration personnel, but with respect to dtfcrred participation 
loans he may authorize participating lending institutions, in his discretion pursuant to regulations promulgated by 
him. to take such actions on his behalf, including, but not limited to the determination of eligibility and 
creditworthiness, and roan monitoring, collection and liquidation; 

6JProVlso added by § 2 ofP.L. l03~2S:2. approved July 22, 1994 (lOS Stat (422). 

~Added by § 3(1) ofPL 93-386, approved Aug. 23, 1974 (88 Stat. 742). 
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the Administration is empowered to administer oaths and affirmations, subpena [sic) 

witnesses, compel their attendance. take evidence, and require the production of any books) 

~ and documents which are relevant to the inquiry. Such attendance ofwitnesses and 

the production ofany such records may be required from any place in the United States. In 

case ofcontumacy by, or refusal to obey a subpena [sic] issued to, any pen;on, including a 

recipient or participant, the Administration may invoke the aid ofany court of the United 

States within the jurisdiction of which such investigation or proceeding is carried on, or 

where such :p:rson resides or, carries on busmes.o::, i~ requiring the attendance and'testimony of 

witnesses and the production ofhonla;, papers, and documents; and such court mayjssue an 

order requiring such person to appear before the Administration; there to produce records, if 

so ordered, or to give testimony touching the matter under investigation. Any failure to obey 

such order of the eourt may be punished by such court as a contempt 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;6S and 


(12)" impose, retain, and use only those fees which are specifically Fe... 

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 uti1ize~' additional fees-

(Al not to exceed $100 for each· loan servicing action (other.than a 
. loan assumption) requested after disbursement of the loan, including any substitution of 
collateral. release or substitution ofa guarantor, reamortimio~ 01' similar action; 

(B) not to exceed $300 for loan assumptions; 

(C) not to exceed I percent of the amount of requested financings 

under title III "fthe Small Business Investment Act of 1958 for which the applicantrequests 

a commitment from the Administration for funding during the following year; and 


(D) to recover the direct, incremental cost involved in the 

production and dissemination ofcompilations of information produced by the Administration 

under the authority of this Act and the Small Business Investment Act of 1958; and . 


(13) coIlectl 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 administrntion of 

the program that generated the excess amounts. 


Employ 
consultants. 

~Added by § 3(1) ofPL 93-386. approved Aug. 23, 1974 (88 Stat. 742). Expens",d 
consultants, 

f.(;Paragraphs 5(b)(12) and (13) added by § 602 QfP.L. I034()3. approved (kL 22, 1994 (IDS Stat. 42(2). -pen
satkm and 
expenses. 
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(c). To such extent as he finds necessary to carry out the provisions ofthis Act, the 
Administrator is authorized to procure the ternporaJY (not in excess of one year) or 
mtennittent services of experts or consultants or organizations thereof, including 
stenographic reporting services, by oontract or appointment, and in such cases such services 
shall he without regard to the civil-service and classification laws and, except in the case of 
stenographic reporting services by organi2:ations, without regard to section 3709 of the 
Revised Statutes, as amended (41 U.S,C., § 5). Any individual SO employed may be 
compensated at a rate not in excess of the daily equivalent of the highest rate payable under 
section 5332 oftitle 5, United S1lltes Code, including traveltime, and, while such individnaJ is 
away from his or her home or reguiar place of business, he or she may he allowed travel 
expenses (including per diem in lieu ofsubsistence) as authorized by section 5703 oftitle 5, 
United States Code." ' 

(d) Section 3648 of the Revised Statutes (3l U.S.C. 529) shall not awly to 
prepayments ofrentals made by the Administration on safety deposit boxes used by the 
Administration for the safeguarding of instruments held as sec:u.rity for loans or for the 
safeguarding ofother documents." 

(e) (I)" Subject to the requirements and conditions contained in this Moratorium, 

subsection, upon application hy a small business concern which is the recipient of a loan 
made Wlder this AC4 the Administration may undertake the small business concern's 
obligation to make the required payments under such loan or may suspend such obligntion 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 obligntion or while such obligntion 
is suspended, no such payment with respect to the loan may be required from the small 
business concern. 

(2) The Administration may undertake or suspend for a period of not to 
exceed 5 years any small business concern's obligation under thls subsection only if

(A) without such undertaking or suspension of!he obligation, the 
small business concern would. in the sole discretion of the Administration, become insolvent 
or remain insolvent; 

~1l...ast sentence of subsection (e) was amended by § 103 ufPL 9S~5Io-, approved Oct. 24, 1978 (92 Stat 1780), effective Oct. I, 
1979. 

"Section 5(d) added by § 4 ofPL 87·305. app.-oVed Sept. 26. 1961 (75 Stat. 666). 

<YlSection 5(e), dealing wilh loan moratoriums. added by § 303 ofPL 95w 89, approved Aug. 4. 1m (9l Stat. 553). Fcmner § 
5(e), which was added by § 10 of PL 93~386. approved Aug, 23, 1974{S8 Stat 742), to establish a ChiefCQunsel fur 
Advocacy, was repealed by § 208 ofPL 94-305, approved June 4, 1976 (90 Stat 663). Title II ofPL 94-305. which 1"''' 
for the establishment and functions ofthe Office ofAdvocacy, is set out at page 9S8 ofthis Handbook. 
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(8) with the undenaking or suspension of the obligation, the small 
business concern would, in the sole discretion of the Administration, become or remain a 
viable small business entity; and 

(C) the small business concern executes an agreement in writing 
satisfactory to the Administtation as provided by paragrapb (4). 

(3) Notwithstanding the provisions of sections 7(a)(4)(C)" and 7(i)(I)" of 
this Act, the Administration may emud the maturity of any loan on which the 
Administtation undertakes or suspends the obligation pursuant to this subsection for a 
corresponding period of time. 

(4) (A) Prior to the undenaking or sUlIpension by the Administration of Repayment 
any small business concern's obligation under this subsection, the Adminisuation+ consistent agreement 
with the purposes sought to be achieved herein, shall require the smal! business concern to 
agree in writing to repey to it the aggregate amount ofthe payments which were required 
under the loan during the period for which such obligation was undertaken or suspeoded, 
either ~-

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

(ii) pursuant to a repayment schedule agraed upon by the 
Administration and the small business concern, Or 

(iii) by a combination ofthe payments described in clause 
(il aod clause (Ii). 

(B) In addition to requiring the small business concern to exeeute 
the agreement described in subparagraph (A), the Administtation shall, prior to the 
undertaking or suspension of the obligation, 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 
to insure that the rights and interests of the lender (Small Business Administration or 
participant) will be safeguarded adequately during or after the period in which such 
obligation is so undertaken or suspended. 

"Required(5) The tenn "required payments" with respect to any loan means 
payments."

payments ofprincipal and interest under the loan. 

mscrtion 7(a)(4)(C) is now § 7(a)(5). 

7!Although the lending authority of § 7(1) was transferred to § ?(aXII) by § 1902(a) ofPL 97-35, approved Aug. 13,1981 
(95 Stat 351), existing § 1(i) inadvertently was not repealed by PL 97-35-.~. 
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marl<et. 
(1) (1)" The guaranteed portion ofany l.anm.de pUl'llllantthis Act may be 

sold by the lender. and by any subsequent bolder, consistent with regulations on such sales as 
the AdministIation shall establish, subject to the foilowing limitations: 

(A) prior to 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 substantially complied with the 
provisions ofthe guarantee agreemeot and the reguiationsof the Administration, the 
Administration shall review and approve only materials not previously approved; 

(B) all fees due the Administration on a guaranteed loan shall have 
been paid in full prior to any sale; and 

(el 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 
obligated under its guarantee agreement with the Administration. and shall continue to 
service the loan in a manner consistent with'the tenns and conditions of such agreement. 

(3) The Administration shall develop such procedures as are necessary for 
the facilitation. administration, and promotion ofsecondary market operations" and for 
assessing the increase ofsmall business access to capital at reasonable rates and terms as a 
result ofsecondary market operations. Beginning on March 31, 1997. the sale of the 
unguaranteed portion ofany 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 setting forth the tenns and conditions under which such 

USubsection 5{f} through (h) added by § 2 of PL 98~352. Small Business Secondary Market Improvements Act of 1984, 
approvedJu1y 10. 1984 (98 Stat. 329). Section 3 nfPL 98-352 provides: 

"Sec.3{a) Within ninety days after the date ofenactment of this Act, the Small Business Administration shall 
develop and promulgate final rules and regulations to impiement the central registration provisions provided for in 
section 5(h)(1) of the Small Business Act, and shall contract with an agent for an initial periQd of[sic} not to exceed 
two yeatS to cany out the functions provided for in section 5(h)(2) ofsuch Act. 

(b) Within nine months after the dale of enactment oftbis Act. the Small Business Administration shall consult with 
representatives of appropriate Federal and State agencies and officials, the securities industry. fmancial institutions 
and lenders, and small business persons, and shall develop and promulgate final rules and regulations to implement 
this Act other than as provided for in sub$ection (a), 

{c) The Small Business Administration shall not implement any of the provisions under section SUi) of the 
Business Act,. as amended. until final rules and regulations bec(lme effective." 
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sales can he pennitted, including maintenance of appropriate reserve requirements 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 extinguish the right of the borrower or the successor in interest to 
such borrower to prepay (in whole or in part) any loan mode pursuant to section 7(a) ofthis 
Act.. the guanlll1eed portion ofwhich may be incloded in such trust or pool, or to impede or 
extinguish the rights of any party pursuant to section 7('X6)(C)" or subsection (e) of this 
section. 

(g) 	 (I) The Administration is anthorized to issne trust certificates representing Trust 
certificates.ownership ofall or a fractional part of the guaranteed portion ofon. or more loans which 

have been guaranteed by the Admini_tion under this Act, or under section 502 of the Small 
Business lnvestment Act ofl958 (15 U.s.C. 660):" Provideg, That such trust certificates 
shall be bcsed on and b""ked by • trust or pool approved by, the Administration and 
composed solely of the entire guaranteed portion ofsuch loans. 

(2) The Administration is anthorized, upon sUch terms and conditions as 
are deemed appropriate, to guarantee the timely payment ofthe principal of and interest on 
trust certificates isSued by the Administration or its agent fot purposes of this subsection. 
Such guarantee shall he'lintited to the extent ofprincipal and interest On the guaranteed 
portions ofloan.'i which compose the trust or pool. In the event that a loan in such trust or 
pool is preprud, cither voluntarily or in the event ofdefault, the guarantee of timely payment 
ofprincipal and interest on the trust certificates shall be reduced in proportion to the amount 
ofprincipal and interest such prepaid loan represents in the trust or pool. Interest on prepaid 
or detaulted loans shall accrue and be guaranteed by the Administration only through the date 
ofpayment on the guarantee, During the tenn of the trust certificate, it may be called for 
redemption due to prepaym~t or default ofall 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 ofsuch trust certificates and credit 
issued by the Administration or its agent pursuant to this subsection. 

(4)" (A) The Administration may collect a fee for any loan guarantee Loan 
sold into the secondary market under subsection (f) in an amount equal to not more than 50 guarantee 

fees, 

llThe last sentell(:e of§ 5(1)(3) added by § i03(e) ofP,L, 104-208, approved Sept 30, 1996 (110 Stat 3009-727). 

~"5(e), 7(aX6), or 7(a)(8)" deleted and replaced by cWTent tanguage by § 307(d) ofPL 102-564. approved Oct. 28, 1992 
(106 Stat. 4264). 

];Last clause bef(1ft proviso changed from "except separate trust certificates shall be issued for loaru;: approved under section 
7{a)(13}" by § 609(a) ufPL 102-140, approved Oct, 28, 1991 (105 Stat. 825). Previous language added by § 113 ofPL 
100-590. approved Nov. 3, 198& (102 Stat. 2m). 

~e first sentence of paragraph 5(g)(4) was rewritten by § 4(b)(1) ofP.L, 104-36, approved Oct. 12, 199$ (109 Stat. 297.) 
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percent of the portion of the sale price that exceeds, 110 percent of the outstanding principal 
amount of the portion of the loan guaranteed by the Administration, Any such fee imposed 
by the Administration shall be colleeted by the Administration or by the agent which carries 
out on behalf of the Administration the central registration functions required by subsection 
(h) "fthis 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), 

Text of[onner sentence is reprinted below; 

The Administration may collect the following fees for klan guarantees sold into the setoodary market pursuant to 
the provisions ofsubsection (f); an amount equal to (A) notlllote than 4110 of one Percent per year of the 

. outstanding principal amount ofthe portion ofsuch loan guaranteed by the Administration. and (B) Dot 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 loan gu&ameed by the Admirlistration. 

For applicability of the changes-made by P,L. 104-36, see footnote to § 7(a)(2). Paragraph 5(g)(4) rewritten by § :3(3) ofP.L. 

103~81. approved Augu5t 13, 1993 (107 Stat. 780). Text offorwc.r § 5(g)(4) is reprinted be:kJw: 


The Administration sball not collect any fee for any guarantee Wi~ this sub$ectiQn: Provided. That nothing 

shall preclude any agent Qftbe Administration from collecting a fee approved by the Administration for the 

functions described in Sll~I(lfi (h)(2). 


Section 3(b) ofP,L. 103-81 provides that: 

AIry new fees :imposed by the Administration pursuant to the authority conferred by subsection (a),shall 00 
appHcabJe Qnly to loans initially sold in the secondary market pursuant to the provisions ofsection' 5{f) oftbe Small 
Business Act aftcr August 31, 1993. 

Section 7 ofP.L. 103-8J provides that the cbanges made to § 5{g)(4) are repealed 011 September 30, 1996, 

Section 6 ofP.L 103·&1 provides: 

The Administration shall study, monitor and evaluate thc impact of the amendments made by sections 3 and 5 of 
this Act [§§ 5(gX4)(A) and 7(a)(2)(B) of the Small Business Act, respectively 1 on the ability ofsmall business 
concerns and small business conceins owned and controlled by minorities and women, to obtain fmancing and thf:: 
impact of such sections on the effectiveness. viability and growth of the ~condary market authorized by section S(t) 
ofthe Small Business Act. Not later than 16 months after the date of enactment, and annually thereafter, the 
Administration shall submit to the Conunittees on Small Business ofthe Senate and the House of Representatives a 
report containing the Administration's ftndings and recommendations on such impact, specifu:aUy including 
changes in the interest rates on flnancings provided to small business concerns and small business. concerns owned 
and controlled by minorities and women., through the use of the secondary market. The Administration shalt 
segregate such findings and recommendations in the study according to the ethnic and gender components in these 
categories. Solely for the pUl'JXIstS of the study authorized herein, the term "small business concerns owned and 
controlled by minorities" includes businesses Q\\-ned and controlled by individuals belonging to one of the 
designated groups listed in seetion 8(d)(.3)(C) of the SmaIl nUStness Act, 
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(8) The Administration is authorized to impose and collect, either 
direclly or tIuough a fiscal and transfer· agent, a reasonable penalty on laic payments of the 
fee authoriz,," under subparagraph (A) in ao amount not to exceed 5 percent ofsuch fee per 
month plus interest. 

(5) (A) In the event the Administration pays a claim under a 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 Fed.rallaw, shall preclude or 
limit the exerdse by the Administration ofits ownership rights in the portions of loans 
constituting the trust or pool against which the trust certificates are issued. 

(h) 
shall 

(I) Upon the edoption of final rules and regulations, the Administration 

(A)" provide for a central registration ofall loans and trust 
certificates sold pursuant to subsections (I) and (g) of this section; 

Central 
registration of 
certificates. 

(8) contract with an agent to carry· out on behalf of the 
Administration the central registration functions ofthis section and the issuance oftrust 
certificates to facilitate pooling. Such agent shall provide a fidelity bond or insurance in such 
amounts as the Administration determines to be necessary to fully protect the interest of,the 
Government; 

(C) prior to any sale, require the seller to disclose to a purchaser of 
the guaranteed portion ofa loan guaranteed under this Act and to the purchaser of a trust 
certificate issued pursuant to subsection (g). infonnation on terms, conditions, and yield of 
such instrument As used in this paragraph. if the instrument being sold is a loan. the tenn 

"Seller,""seller" does not include (A) an entity which made the loan or (8) any individual or entity 
which sells tIuee or fewer guaranteed loans per year; and 

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

"Subsection $(h) was rewritten by § 205(a) ofP.L 1M-20K. approved Sept. 30, 1996 (110 Stat 30()9~73g). Fonner 
paragraphs 5(h)(1) - (4) were renumbered as ,ubp.,..graphs 5(h)(I)(A) - (D) and new paragraph 5(bX2) was added" Fonn... 
paragraph 5(bX!) (new 5(hXI )(A)) was rewritten. Text offonner § 5(b)(1) is set our below: 

provide for a central registration <)faH leans and trust certificates sold pursuant to subsections (0 and (g) oftbis 
section, Such central registration sbaH include, with respect to eacb sale, an identification ofeach lender who ha... 
sold the loan; the interest rate paid by the borrower to the lender: the lenders servking fee; whetbertbe loan is for 
a flXed rate or variable rate; an identification Qf each purchaser oftbe loan or trust certificate; the price paid by the 
plUcbaser for the loan or trust certificate; the interest rate paid on the loan or trus1: cfltificate; the fees ofan agent 
for carrying out the functions described in paragraph (2) below; and such orner information as the Administration 
deems appropriate 
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(2J Nothing in this subsection shal! prohibit the utilization ofa book-entry 
or other electronic fonn ofregistration for trust certificates, The Administration may I with 
the consent of the Secretalyofthe Treasury, use the heok-entry system of the Federal 
Reserve System. 

§ 6. (aJ All moneys ofthe AdnUnistration not otherwise employed may be deposited 	 Depositaries of 
funds.with the Treasury ofthe United Slates subject to check by authority of the Administration. 
15 USC 635, The Federa! Reserve banks are authorized and directed to act as depositaries, custodians, and 

fiscal agents for the Administration in the genera! pcrfonnance of its powers conferred by 
this Act. Any banks insured by the Federal Deposit Insurance Corporation, when designated 
by the Secretaly of the Treasury, slraIl act as custodians and financial agents for the 
Administration. Each Fedi:ra! Reserve bank, when designated by the Administrator as fiscal 
agent for the AdnUnistration, sball be entitled to be reimbursed for all expenses incurred as 
such fiscal agent. 

. (b) The AdnUnistrator sball contribute to the employees' compensation fund, on 
the basis ofannual billings as detennined by the Secretaly "fLabor, for the benefit payments 
made from such fund on account ofemployees engaged in carrying out functions financed by 
the revolving fimd established by section 4(c) of this Act. The annual billings slraIl 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 . 

. " 

Business loans,§ 7. (a)" LOANS TO SMALL BUSINESS CONCERNS; ALLOWABLE PURPOSES; 
l5 USC 636.QUALIFIED BUSINESS; RESTRlCnO~S 'AND LIMITAnONS - The Administration is 

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 ofland, material, supplies, equipment, and working capital, and to make loans to 
any qualified small business concern, including those owned by qualified Indian tribes,'" for 
purposes of this Act. Such financing. may be made either directly or in cooperation with 
banks or other financial institutions through agreements to participate on an immediate or 
deferred (guamitteed) basis. These powers sball be subject, however, to the following 
restriction~ limitations, and provisions: 

(I) IN GENERAL ' 

7tSection 7(a) was completely rewritten by TItle XIX, § 1902. ofPL 97·35, approved Aug. 13, 1981 (95 Stat. 357). TItle 
XIX of PL 97-35 may be cited liS the "Small Business Budget Reconciliation and Loan Consolidationflmprovement Act of 
1981 ", per § 1901. New § 7(a) consolidated several former categorical programs into tht § 1(a) regular business loan 
program to unifY interest rates and loan terms. The new beading for § 7(a) was. added by § 231(1) ofP.LlOS·13S, approved 
Dec. 2, 1997 (II! S.... 26(6). 

"'The inclusion of Indian-owned small business concerns was made by § 231 ofPL 95-507, approved Ott. 24, t978 (92 
1757) to create- an exception tOo the longstanding policy that governmental entities may not receive SSA assistance. See 
O.D. 107, p. 1349. See § 3(d) which defmes the term "qualified indian tribe," previously dermed at this point. 
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CAl CREDIT ELSEWHERE· No financial assistance shall be Credit 
extended pursuant to this subsection if the applicant can obtain credit elsewhere. No elsewhere, 

immediate' participation may be purehased unless it is shown that a deferred participation is 
not avaiJable; and no direct fuuincing may be made unless it is shown that a participation is 
not available.so 

(6) BACKGROUND CHECKS" • Prior to the approval ofany 
loan made pursuant to this subsection, or section 503 of the Small Business Investment Act 
of 1958, the Adminis1n!tor may verifY the applicant's criminal background, or lack thereof, 
through the best available means, including, ifpossible, use ofthe National Crime 
Information Center computer system at the Federal Bureau of Investigation. 

(2)'" LEVEL OF PARTICIPATION IN GUARA,'ITEED LOAN8. SBA 
participation. 

COJ'be substance of this subsection was originally in prior §§ 7(aXl) and 1(a)(2). The tenn "credit elsewhtte" is defmed in § 
3(h). former § 7(8)(1) used phrase "from nonwFedetai sources", which was added by § 1 t2(c} QfPL- 94A 30S, approved June 
4, 1976 (90 Stat. 663). 

"New subpanlgraph 1(a)(I)(8) ad.red by § 23 t(2)(8) "fP.L. 105-135, approved [)ec. 2, 1991 (Ill SUIt. 2606). 

S2Section 1(a)(2) was rewritten by § 2ofP.L. 104-36. approved Oct. l2. 1995, (109 Stat 295). Section 8ofP.L. 104w36 
provides: 

(a) IN GENERAL.-Except as provided in subsection (b), the amendments made by this Act do not apply with 
respect to any loan made or guaranteed under the Small Business Act or the Small Business Investment Act of 1958 
before the date ofenactmen1 cfthis Act. ' 

, 

(b) EXCEPTIONS.-The amendments made by this Act apply to a loan made or guaranreed under the SmaU 
Business Act or the Small Business Investment Act of 195. before the date ofenactment of this Act, iftht: loan is 
refinanced, extended, restructured. or renewed on or after the date Qf enactment of this Atl. 

for legislative histmy 'of former § 7(aX2}. see prior versions of this Handbook. Text of fonner § 1{a)(2) is set out below: 

(2) In agreements to participate in loans on a deferred basis under this subsection, such participation by the 
Administrntwn, ~tept as provided in paragrapb (6), shall be: 

(A) not less than 90 percent ofthe balance ofthe financing outstanding at the time ofdisbursement if 
suth fmancing does not exceed $155,000; Provided. That the percentage (If participation by the Administration 
may be reduced below 90 percent upon request of the participati.ng tender- ~ and 

(8) subject to !be limitatlQn in paragraph (3)

(i) not less than 70 percent nor more than 85 pemmt ofthe financing outStanding at the time 
ofdisbursement if such fmancing exceeds $155,000: Providr::L 'l1tat the participation by the Administration may be 
reduced below 70 percent upon request ofthe participating lender; 

(it) not less than 7S percent Qfthe fmancing outstanding at the lime ofdisblJtSement, ifsucb 
fmancing is more than $ J55,000 and the period of maturity of such fUl3ltCIDg is more than 10 years, e..~cept that the 
participation by the Adtninistration may be reduced below 75 percent upon request of the participating 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 10

(i) 75 percent ofthe balance oflbe financing outstanding at 
the time of disbursement of the loan, if such balance exceeds $100,000; or 

(ii) 80 perrent oflbe balance oflbe financing outstanding at 
the time ofdisbursement of the loan, if such balance is less than or equal to $100,000.- . 


(B) REDUCED PARTICIPATION UPON REQUEST.

(i) IN GENERAL.-Tbe guarantee percentage specified by 
subparagraph CA) for any loan under this subsection may be reduced upon the request of the 
participating lender. 

(ii) PROHlBITION.-The Administration shall not use the 
guarantee percentage requested by a participating lender under clause (i) as a criterion for 
establishing priorities in approving loan guarantee requests under this subsection. 

(Cl INTEREST RATE UNDER PREFERRED LENDERS 
PROGRAM.-

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

(iii) not less than 85 percent I,lfthe flllancing outstanding at: the time ofdisbursement. ifSIKh 
ftnancing is more than $155,000 and the period of maturity of such fmancing. is 10 years or Jess, eXcept that the 
participation by the Administration may be reduced below 85 percent upon request of the participating lender; and 

(iv) not less than 8S. pereent nor more than 90 percent ofthe fmancing outstanding at 1M time 
ofdisbursement ifsu(:b fmandng is a loan under paragraph (14) or (16). 

The Administration shall not use the percent of guarantee requested as a criterion for establishing priorities in 
approving guarantee requests nor shall the Administration reduce the percent guaranteed to less than the above 
specified pen:entums other than by detennination made on each application; Notwithstanding subparagraphs (A) 
and (B)., the Administration's participation under the Preferred Lenders Program or any successor thereto shall be 
not (ess than 70 percent, unless a lesser percent is required by clause (BXH) or upon the requesl of me participating 
lender. As used in this subsection, the term "Preferred Lenders Program" means a program under wbich a written 
agreement between the lender and the Administration delegates to the lender (I) complete authority to make and 
dose loans with a guarantee- from the Administration without obtaining the prior speciflC approval oftile 
Administratioo, and (U) authority to service and liquidate such loans. The maximUlll interest rate for a loan 
guarantetd under the Preferred Lenders Program shall not exceed the maximum intt:re.$t rate, as de""","meci by II 
Administration, which is made applicable to other loan guarantees under sectIon 7(a). 
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as detennined by the Administration, applicable to other loans guaranteed under this 
subsection. 

"Preferred(ii) PREFERRED LENDERS PROGRAM DEFINED.-For 
Leriders 

purposes of this subparagl1lph, the tenn "Preferred Lenders Program" means any program Program." 
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 rothe lender· 

(I) complete authority to make and close loans with 
a guarantee from the Administration without obtaining the prior specific approval of the 
Administration; and 

(11) complete authority to service and liquidate such 
loans" without oblllining the prior specific approval of the Administration for routine 
servicing and liquidation activities" but shall not take any actions creating an actual or 
apparent conflict of interest 

(0)" PARTICIPATION UNDER EXPORT WORKING CAPITAL Export' . 

PROGRAM.·Notwithstanding subparagraph (A), in an agreement to participate in a loan on a 	 Working 
Capitaldeferred basis ander the Export Working Capital Program established pursuant to paragraph 
Program.

(l4)(A), such participation by the Administration sball not exceed 90 percent. 

(3) No loan shall be made under this subsection-

(Al ifthe total amount outstanding and committed (by participation 
or othetwise) to the borrower from !he business loan and investment fund established by this 
At! would exceed $750,000, except as provided in subparagraph (B); 

(B) if the total amount outstanding and committed (on a deferred 
basis) solely for the purposes provided in paragI1lph (16) to !he borrower from the buSimiss 
loan and inv""tnumt fund established by this Act would exceed $1,250,000," of which not 
more than $750,000 may be used for worlOng capital, supplies Or financings under s"';tion 
7(a)(14) for export purposes; and 

", " 

"Language following the footnote signal (and word "oomplete~) added by § 103(a) ofP.L. 104:208, approved Sept. 30. 1996 
(UO Sw. 3009·726). 

"P~ 7(aX2)(D) added by § U I ofP.L. 104-208, 'pproved Sept. 30, 1996 (UO Stat 3009-733). 

I~Amount changed from $1,000,000 by § 210 ofP.L. 103-403, approved Ott. 22, 1994 (JOg Stat. 4182), The same section 
also- changed the amoilllt to be alluwed for working capital, supplies or revolving lines of credit from $250,000 and provided 
that such amount would not be in addition to the $1,250,000 limit. 
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(C) ifeffected either directly or in cooperation with banks or oilier 
lending instiMions through agreements to participate on an immediate basis if tlle amount 
would exceed $350,000." 

(4) INTEREST RATES AND FEES. 

(A) INTEREST RATES.-Notwithstanding tlle provisions oftlle Interest 
constitution ofany Stale or the laws of any Stale limiting the rate or amount ofinterest which rates. 
may be cberged, taken, received, or reserved, the maximum legal flIh> ofinterest on any 
fInancing made on a deferred basis pursuant tD this subsection" sball not exceed a rate 
prescribed by the Administration, and the flIh> ofinteresi for the Administration's share of any 
direct or immediate 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 ooe-eighili of 1 
per centum, and an additiol1lll amount as determined by the Administration, but not to exceed 
I per centum per annum:" Provid!ll!, Tbet for those loans tD assist any public or private 
organization for the bandicapped or to assist any bandicapped individual as provided in 
paragraph (10) of this subsection, the interest rate shall be 3 per centum per annum." 

(B)90 PAYMENT OF ACCRUEDINTEREST.

(i) IN GENERAL.-Any bank or other lending institution 
making a claim for payment on the guaranteed PQrtion ofa loan made under this subsection 
shall be paid the accrued interest due 00 the loan from the earliest date ofdefault to the date 
ofpayment of the claim at a rate not to exceed the rate ofinterest on the Joan on the date of 
default. minus one percent. 

"Parngrnpb 7(0)(3) rewri_ by paragraph 8007(a)(2) of PI. 100418. approved AUJ!'lSl23. 1988 (102 Stat. 1560). Prior 
language of paragraph 7(a)(3) read: ' 

No 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 
$500,000: Provided, That no such loan made or effected either directly or in cooperation with banks or other 
lending institutions through agn:ements: to participate on an immediate basis shan exceed .$350,000; 

The $500,000 loan limit raised from $350.000 by § 111 ofPL 94-305, approved lune 4, 1976 (90 Stat. 663). 

''The fus, c""",,, oflbi, paragrnpb was added by § 1<)4 ofPL 102-366, approved Sept 4, 1992(H16 Stat. 988). The previous 
language read: "The rate of interest on f"mancings made an a deferred basis shall be legal and reasonable but". 

8'Section 7(aX4) was completely rewritten by § 1902 ofPL 97-35, approved Aug, 13, 1931 (95 Stat. 768). See § g ofPL 
93-386, approved Aug. 23, 1974 (88 Stat. 742) for prior text The original Act (see footnote 1) provided an interest rate limit 
of5112%. 

, 
»rbis proviso on interest rates originally provided in § 7(h)(2), 

"Subparagraph 7(.)(4)(8) ,dd,d by § 103(1)(2) ofP.L. 104-208, approved Sept. 30, 1996 (110 Star. ;3009-727). 
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§ 7(.)(4)(8)(ii) to 
§7(.)(6)(C)

SMALL BUSINESS ACT 

(ii) LOANS SOLD ON SECONDARY MARKET.-If 
a loan described in clause (i) is sold on the secondary market, the amount ofinterest paid 
to a bank or other lending institution described in that clause from the earliest date of 
default to the date of payment of the claim shaIJ be no more than the agreed upon rat., 
minus one percent. 

(5) No such loans inclnding renewals and extensions thereof may be Maximum 
made for a period or perioda exceeding twenty-five years, except that such ponion ofa !eoo. 
loan made for the pu.rpose of acquiring real property or constructing, converting, or 
expanding facilities may have a maturity oftwenty-five years plus such additional 
period as is estimated may be required to complete such coust.ruction, conversion, or 
expansion.91 , 

Reasonable(6) All loans made under this subsection shall be of such sound value assurance of 
or sO secured as reasonably 10 assure repayment:92 Provided. however? That u repayment. 

(A) for loans to assist any public or private organization or to 
assist any handicapped individual as provided in paragraph (10) of this subsection any 
reasonable doubt shall be resolved in favor of the applicant; 

(B) recognizing that greater risk may be associated ....ith loans Energy
for energy measures as provided in paragraph (12) of this subsection, factors in meas=s. 
detennining "sound value" shall include, but not be lirnired 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 

On that portion ofthe loan used to refinance existing indebtedness held by • bank or 
other lending institution, the Administration shall limit the amount ofdeferred 
participation to 80 per centum ofthe 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 Adminisuation and shall not be 
delegated to other than Administration personnel. 

,;ISubstancc ofmis provision was originally in prior § 7(a)(4Xc), Fonner period was ten years with twenty years for 
business loans for constructing facilities, Section 103 of PL 90·1 ()4, approved Oct. 11, 1961 (at Stat 268). extended 
from 10 years to IS years the maximum tenn of the portion of business-loans made for construe1ing facilities. Section 
108(b) ofPL 94·305. approved June 4, 1976 (90 Stat. 663), extended this period from 15 to 2() years" Extended to 25 
years by § 1902 ofPL 97<)S. approved Aug. 13, 1981 (95 Stat. 357). 

!>lLanguage of this subsection identical to prior § 7{a)(7) up to this fOOtnote. Prmfi$os and remaming § 7(a){6) were 
added in revisions to § 7(a) ,by PL 97-35, supra. 

9lSection 7(a)(6)(C) was repealed Oct I, t985. per "swuet" provisions: of § 1910 ofPL 9i~3S> approved Aug. 13, 1981 
(95 Stat. 351). 

(Rev. 9, Change I) 
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§ 7(0)(7) to 
§ 7(0)(12)(A)

SMALL BUSINESS ACT 

(7) The Administration may defer payments on the principal of such 
loans for a grace period and use such other methods as it deems necessary and 
appropriate to assure the successful establishment and operation of such concern. 

Disabled 
veterans.(8)94 The Administration may make loans under this subsection to 
[38 USC

small business concerns o",ned and controlled by disabled veterans (as defined in 4lll]
section 4211(3) of title 38, United States Code). 

Construo 
(9) The Administration may provide loans under this subsection to tion loans. 

fmance residential or commercial construction or rehabilitation for sale: Provided, 
bowever. That such loans shall not be used primarily for the acquisition ofland.95 

Handicapped(10) The Administration may provide guaranteed" loans under this 
loans. 

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 small business concem.97 

(11) The Administration may provide loans under this subsection to Low
any small business concern. or to any qualified person seeking to establish such a income 

areas.concern when it detennines that such loan will further the policies established in section 
2(e) of this Act, with particular emphasis on the preservation or establishment ofsmall 
business concerns located in urban or rural areas with high proportions ofunemployed 
or low-income individuals or owned by low-income individuals. 

(12) (A) The Administration may provide loans under this Energy 
subsection to assist any small business concern, including start up, to enable such measures. 

concern to design architecturally or engineer, manufacture~ distribute, market, install. or 
service energy measures: Provided, however. That such loan proceeds shall not be used 
primarily for research and development;9& . 

WSection 7(a)(8) was repealed Ck:t 1. 1985, per "sunset" provisions of § 1910 ofPL 97-35, approved Aug. 13,1981 (95 
Stat.3l1). New § 7(0)(8) was added by Filii ofP.L. 105-13l, approved Dec. 2. 1997 (Ill Stat.2637). 

95This language as originally in initial paragraph of priQr § 7(a). Section :.len ofPL 95-89, approved Aug. 4, 1977 (91 
Stat. 553) amended § 7(a.) specifically to auiliurin! SBA to make regular business loans to small homebuilden; to 
(mance residential or commercial construction fur sale, providing sucb loans may not be used primarily for the 
acquisition of land, 

~ The word "guaranteed" and the reference to service-disabled veterans added by § 40 l(b) ofP.L. 106-5.0, approved 
August 17, 1999 (113 SW. 244). 

~See § 3(e) for defmition of "public or private organization for the bandicapped" and § 3{t) for defmition of 
"handicapped individual". pr<:vieu,ly at § 1(n). Subsectio., 7(a)(IO) through (13) "".",Iidaled former §§ 7(.), (h). (I) 
and (i), per § 1902 ofPL 97..35, approved Aug. 13, 1981 (95 Stat. 770). . 

"'See § 3(g) fur definition of"energy measures", previously at § 7{l). 

(Rev. 9, Chang. I) 
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§ 7(a)(12)(B) 

SMALL BUSINESS ACT 

(B)99 The Administration may provide deferred participation 
loans under this subsection to finance the planning, design, or installation ofpollution 
control 

WSeClion 7(a)(12)(b) added by subsection 11 J(c) of PL IOO~590, approved Nov. J, 1988 (l02 Stat. 2995). "(B)" 
substituted fQr "(b)" by editor of this Handbook. 

(Rev. 9, Change 1) 
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§7(a)(l3) to 
§ 7(a)(lS)(A) 

SMALL BUSINESS ACT 

facilities for the purposes set forth in section 404 of the Small Business Investment Act of 
1958, Notwithstanding the limitation expressed in paragrapb (3) of this subsection. a loan 
made under this paragraph may not result in • total amount outstanding and committed to a 
borrower Hom the business loan and investment fund of more than $1,000,000, 

Development(13) The Administration may provide financings under this subsection to 
companies.

State and local development companies for the purposes of, and subject to the restrictions in, 
tide V of the Small Business Investment Act of 1958, 

Export(14) 	 (A) The Administration may provide extensions ofcredit, standby 
workingletters ofcredit, revolving lines ofcredit for export purposes and" other financing to enable 
capital .. 

small business concerns, including small business export trading companies and small 
business export management companies, to develop foreign marli:ets, A bank or participating 
lending institution may establish the rale of interest on extensions and revolving lines of 
credit as may be legal and reasonable, 

(B) When considering loan or guarantee applications, the 
Administration shall give weight to export-related benefits, including opening new inarkets 
for United States gauds and services abroad and encouraging the involvement of small 
businesses, including agricultural concerns. in the export market. 

(C) The Administration shall aggressively market its export 
financing program to small businesses.'oo 

Quatifted{IS} (A)'" The Administration may guarantee loans under this subsection 
employee

to qualified employee trusts with respect to 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 conceOl. 

for "(br by editor of this Handbook. 

"Paragraph 7(a)(l4)(A) was amended to include standby letters ofcredit and other flMncing by § 209 ufP.L. 103-40.3, 
approved Oct 22, 1994 (108 Stat 4182). The san'le section deleted the 3 w year litnitation. The tenn "pre~rt" was deleted 
by § 202(1) ofP.L. 101·574, approved Nov. 15, 1990 (104 Stat. 2818). The period for extension of credit wase:xtended 
from IS months to 3 years by § 202(2} ofP,l.. 101~574. 

I~is language was added by § 112 ofPL 96-481, approved Oct. 21, 1980 (94 Stat. 2321) as part of"Small Business Export 
Expansion Act of t980", whicb is C:llatted in Title I, Part a (lfPt 96481. see pages 983 aru:l984 oft:l:tis Handbook. 
Subsection 7(a){14) was rewritten by §8005 ofPL 100-418, approved August 23. 198& (102 Stat. 1557). 

UHLoan guarantees for qualifted employee trusts were originally provided in prior § 7{a)(8) wbich was. added by title V, § 
505 ofPL 96-302, approved July 2, 1980 (94 Stat. &33). Tjde V ofPL 96~3()2 may be cited as the "Small Business 
Employee Ownmhip Act of 1980," Effective date was Oct. I, 1980, per § 507 ofPL 96-302, See § 3(c} and also page 979 
ofthls Handbook, 
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(B) The plan requiring the Administrator's approval under 
subparagraph (A) shall be submitted to the Administration by the tnlstee of such trust with its 
application for the guarantee. Such plan shall include an agreement with the Administrator 
which is binding on such trust and on the small business concern and which provides that

(i) not later than the dale the loan guaranteed under 
subparagraph (A) is repaid (or as soon thereafter as is consistent with the requirements of 
section 401(a) of the Internal Revenue Code of 1954), at least 51 per centum ofthe total (26 USC 401]. 

stock ofsuch concern shall be allocated to the acCOunts ofat least 51 per centum ofthe 
employees of such concern who are entitled to share in such allocation, 

(ii) there will be periodic reviews ofthe role in the 
management of such concern of employees to whose accounts stock is allocated, and 

(iii) there will be adequate management to assure 
management expertise and continuity. ' 

(C) In determining whether to guarantee any loan under tltis guaron.,. 
paragraph, the individual business experience or persoual assets ofemployee-owners shall crileria. 
not be used as criteria,. except inasmuch as certain employee--owners may asswne managerial 
responsibilities, in which case business experience may be considered. 

(D) For purposes ofthis paragraph, a corporation which is 
controlled by any other person shall be treated as a small business concern if such 
corporation would, after the plan described in subparagraph (B) is carried out, be treated as a 
small business concern. 

Report'"(El The Administration shall complle a separate list ofapplications Coogress.
for assistance under this paragraph, indicating which applications were accepted and which 
were deuied, and shall report periodically to the Congress on the status ofemployee-owned 
firms assisted by the Administration. 

International(16) (Al'" The Administration may guarantee loans under this paragraph 
trade.

to assist any eligible small business concern in an industry engaged in or adversely affected 
by internatioual trade in the financing of the acquisition, construction, renovation, 
modernization, improvement or expansion ofproductive facilities or equipment to be used in 
the United States in the production ofgoods and services involved in internatioual trade, if 
the Administration deterntines that the appropriate upgrading of plant and equipment will 

"'New parngraphs 7(')(16) and(17) added by paragraph 8007(.)(3) of PL 100418, approved AuJlUst 23, 1988 
1560). EX;Sling paragraph 7(.)(16), added by §18007 ufPL 99-272, approved April 7, 1986 (100 Stat.l66), redl~igt""' 
7(a](18) by paragrdph 8007(.](4) ofPL 1Ol>418. 
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§ 1(a)(16)(lllto 
§ 7(a)(l8)(A)(ii) 

SMALL BUSINESS Acr 

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 equipmenl financed by the loan. '" 

(B) A small business concern sball be considered to be engaged in 
or adversely affected by international trade for purposes of this provision ifsuch concern 1S, 
as detennined by the Administration in accordance with regulations that it sball develop-

(i) in a position to significantly expand existing .'port 
markets or develop new export markets; or 

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

(I) confronting increased direct competition with 
foreign finns in the relevant lIllIrket; and 

(II) can demonstrate injury attributable to such 
competition. 

(11) The Administration shall authorize lending institutions and other 
entities in addition to banks to make loans authorized under this subsection. 

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

(A) IN GENERAL.-With respect to each loan gnaranteed under 
Utis subsection (other than a loan that is repayable in I year or less), the Administmtion shall 
collect a gnarantee fee, which shall be payable by the participating lender and may be 
charged to the borrower, in an amount equal to 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; 

(ii) if the deferred participation share ofthe loan exceeds 
$250,000,3.5 percent of the difference between

,roThe I." ...ten"" of § 7(.)(16)(A) deleted by § 245 ofP.L. 101-574. approv"" Nov. 15, 1990 (104 Stat. 2827). The 
deleted sentence read: "The lender shall ~gree to sell the loan in the secondary market as authorized in sections 5{f} and 5(g) 
ofthis Act within 180 days of the date of disbursement." 

'~Sectio. 1(.)(18) was rewritten by § 3 ofP.L. 104-36, approved Oct. 12, 1995 (109 Sial. 2%). S<e foom<ll' wilh § 1(0)(2) for 
language regarding applkabllity ofP.L. 104-36 to loans made before enactmenl Text Qffonneri 7(aXJS) is set (rut below: 

The Administration shall coUect a guarantee fee equal to two percent ofthe amount of the deferred participation share 
of any IDan Wlder this subsection other than a loon repayable in one year or less. The fee shall be payable by the 
participating lending institution and may be charged to the borrower. 

45 (Rev. 9) 



§ 7(a)(l8)(A){iij(l) to 
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(1) $500,000 or the total deferred participation 
share of the loan, whichever is less; and 

(Il) $250,000; and 

(iii) ifthe deferred participation share of!he loan exceeds 
$500,000,3.815 percent of the difference between

(1) the total deferred participation sbare of the loan; 
and 

(II) $500,000. 

(B) EXCEPTION FOR CERTAIN LOANS.-Notwitbstanding 
subparagraph (A), if the totl!! deferred participation sbare ofa loan guaranteed under this 
subsection L, less than or equal to $80,000, the guarantee fee collected under subparagraph' 
(A) shall be in an amount equal to 2 percent of the total deferred participation share ofthe 
loan. 

(19)'" (A) In addition to !he Preferred Lenders Program authorized by the c.rur,.. 
proviso in section 5(b )(7), the Administration is authorized to esuoblish a Certified Leaders 
Program for lenders who establish !heir knowledge ofAdministration laws and regulations 
conceming the guaranteed loan program and their proficiency in program requirements. The 
designation of. lender as a certified lender shall be suspended Of revoked at any time that the 
Administration determines that the lender is not adhering to its rules and regulations or that 
the foss experience of the lender is excessive as compared to other lend~ but such 
suspension or revocation shaH not affect any outstanding guarantee. 

(B) In order to encourage all lending institutions and other entities 
making loans authorized under this subsection to provide loans ofS50,Ooo or less in 
guarantees to eligible small business loan applicants,'" the Administration shall develop and 
allow participating lenders to solely utilize a uniform and simplified Joan fonn for such 
loans.1M 

IInSection 7(aXJ9). added by subsection 302(a} Qf PL 100-533, approved Oct. 25. 1988{102 Stat. 2693). rewrittmt by.§(2)of 
PL 101-162. approve(! Nov. 21, 1989(103 S"".1025). 

''''Phrase "dwing fISCal years 1989, 1990, and 1992" deleted by § 4 ofPL 102-191, approved Dec. 5, 1991 (l05 Stat 1591). 

'~Secti_ 7(a)(19){B)(ii) and (C)w""mpealed by §3(b) ofP.L. 104-36, approved Oct. 12, 1995 ( 109 Stat. 296). S<e footnote 
with § 7(aX2) for language regarding applicability ofP,L. 104-36 to loans made before the date of enactment. Text of fonner §§ 
7(a)(19)(B)(iij and (C) is set out below; 

(ii) allow such lenders to retain onewhalf of the fee collected pursuant to section 7(a)( 18) on sw::h 
A participating lender may not retain any fee pursuant to this paragrapb i(the ~ount committed and 
outstanding to the applicant would exceed $50,000 unless the amQWlt in excess of$50.000 i,..""""".. n 
approved under the provisions. ofthis paragraph. 
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(C)'" Authority to liquidate loans.- Liquidate 
loans. 

(i) IN GENERAL.-The Administrator may permit lenders 
participating in the Certified Lenders Program to liquidate loans made with • guarantee from 
the Administration pursuant to a liquidation plan approved by the Administrator. 

(ii) Automatic approval.-Ifthe Administrator does not 
approve or dt:ny a request for approval of ,liquidation plan within 10 business days of the 
date on which the request is made (or with respect to any routine liquidation activity under 
such a plan, within 5 business days) such request sball be deemed to be approved. 

8(a) loans.(20)'''' (Al The Administration is empowered to make loans either directly 
or in cooperation with banks or other financial institutions through agreements to participate 
on an immediate or deferIed (guaranteed) basis to small business concerns eligible for 
assistance under subsection 0)(10) and section 8(a). Such assistance may be provided only if 
the Administration determines that

(i) 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 ,uch concern bas a reasonable 
prospect for operating soundly and profitably within a reasonable period oftime; 

(iii) the proceeds ofsuch assistaoce will be used within a 
reasonable time for plant constnlction, conversion, or expansion~ including the acquisition of 
equipment, facilities. machinery, supplies, OT material or to supply such concern with 
working capital to be used in the manufacture ofarticles, equipment~ suppHes~ or material for 
defense or civilian production or as may be necessary to inSW'e a well~balanced national 
economy; and 

(C) In order to encourage lending institutions and other entities making loans authorized under this 
subsection to provide loans to small business loan applicants located in rural areas, such lenders shall be 
permitted to retain one-haIf (tfthe fee collected pursuant to paragraph (18) on Joans of less than $1S,OOO. A 
participating lender may not retain any fee pursuant to this subparngraph if the amount committed and 
outstanding to the applicam would exceed $75,000 unless the amount in I.':xcess ofS75.000 is an amount not 
approved under the provisions ofthis subparagraph. This subparngraph shall cease to be effective on October 
1.1995. 

"'New subparagraph 7(a)(19)(C) addod by § 103(1)) o(P.L. 104-208, approved Sept. 30. 1996 (110 SUll. 3009·726). 

IOOSubsection 7(a){20) added by § 302 ofPL lQ0.656. approved Nov. 15.1988 (l02 Stat. 1867), effective Oct I, 1989, per § 
&03 thereof, 
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§ 7(a)(20)(A)Ov) to 
§ 7(a)(20)(C)(iv) 

(iv) 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 
concern. . 

(B) (i) No loan shall be made under this pamgraphifthe tot.al 
amount outstanding and committed (by participation or otherwise) I<> the borrower would 
exceed $750,000. . 

(Ii) Subject to the provisions ofclause (i), in agreements to 
participate in loans on a deferred (guaranteed) besis, pardcipation by the Administration sball 
be not less than 85 per centum ofthe balance of the financing outstanding at th.lime of 
disbursement. 

(iii) The tate ofinterest on fmnncings made on a deferred 
(guaranteed) besi. sball be legal and reasonable. 

(iv) 
subject I<> the following limitations: 

Financings made pursuant to this paragraph shall be 

(I) No immediate pardcipation may be purchased 
wtless it is shO\1ffi that a deferred participation is not available. 

(II) 
shown that a participation is unavailable. 

No direct financing may be made unless it is \ 

(C) A direct loan or the Administration's share ofan immediate 
pardcipation loan made pursuant to this paragraph shall be any secured debt instrument-

of the i~suer; 
(i) that is subordinated by its tenn, I<> all other borrowings 

(ii) the rate of interest on which shall not exceed the current 
average market yield on outstanding marketable obligationa ofthe United States with 
remaining periods to maturity comparable to the average maturities ofsuch loan and adjusted 
to the nearest one-eighth of 1 per centum; 

and 
(iii) the term ofwhich is not more than twenty-five years; 

(iv) the principal on which amortized at such rate as may be 
deemed appropriate by the Administration, and the interest on which is payable not less often 
than annually. 

transition 
toans. 
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{ll)'" (A) The Administration may make loans on • guaranteed basis 
under the authority of this subsection

(i) , to a small business concern that has been (or can 
reasonably be expected to be) detrimenlally affected by-

(I) the closure (or substantial reduction) of. 
Department ofDefense ins1allation; or 

(11) the termination (or substantial reduction) of 
a Department ofDefense program on which such small business was • prime oontrac!or 
or subcontractor (or supplier) at any tier; Or 

(ii) to a qualified individual or. veteran'" seeking to 
establish (or acquire) and operate a small business concern, 

(B) Recognizing that greater risk may be associated with a loan 
to a small business concern described in subparagraph (A)(i), any reasonable doubts 
concernmg the firm's proposed business plan for transition to nondefense:related market, 
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 (6), 

(C) Loans pursuant to this paragraph shall be authnrizedin 
such am01mts as provided in advance in appropriation Acts for the purposes of loans 
under this paragraph, 

(D) ,For purposes ofth!, paragraph a qualified individual is

(i) a member of the Armed Forces of the United Slates, 
honorably discharged from active duty involuntarily or pursuant to a program providing 
bonuses or other inducements to encourage voluntary separation or early retirement; 

(ii) an employee ofa prime contractor. subcontractor, 
or supplier at any t.ier of a Department of Defense program whose employment is 
involuntarily terminated (or volwltarily terminated pursuant to a program offering 
inducements to encourage yol\llltary separation or early retirement) due to the termination 
(or substantial reduction) of a Department of Defen,e program, 

(E)'" JOB cRtA'noN AND COMMtiNiTY BENEFIT,--in Job creation. 
providing assistance under this paragraph, the Administration shall develop procedures to 
ensure, to the maximum extent practicable, that such assistance is used for projects that~~ 

'" Paragraph 7(aX21) added by § 21l ofPL 102-366, approved Sept 4, 1992 (106 StaC 99n The phrase "on. 
guaranteed basis" was added by § 605(a) ofP.L. 103-403, approved Oct 22, 1994 (l08 Stat 4203), 

111 Reference to veterans added by § 404 ofP.L. 106~50. approved August 17, 1999 (11~ Stat. 246), 

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

(I) creating new jobs for individuals whose 
employment is involuntarily terminated due to reductions in Federal defense . 
expenditures; or 

(II) preventing the loss ofjobs by employees of 
small business concerns described in subparagrapb (A)(i); and 

(ii) bave substantial potential for stimulating new 
economic activity in communities most affected by reductions in Federal ,defense 
expenditures. 

(22)113 The Administration is authorized to permit participating lenders to Ponalty 
impose and coUect a reasonable penalty fee on late payments of loans gu.arnnt:eed under foe. 

thls subsection in an amoWlt not to exceed 5 percent of the monthly loan payment per 
month plus interest. 

(23)'14 ANNUAL FEE.- Annual 
fe.. 

(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 oU'SlaDding balance of the deferred 
participation share ofthe Joan. 

(B) PA YER.-The annual fee assessed under subparagrapb (A) 
shall be payable by the participating lender and sball not be cbarged 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 ofthe loan program under this subsection, 

(25)"6 LIMITATION ON COl>:DUCTING PILOT PROJECTS.

U'P_ph 7(a)(21)(E) added by § 6<l3 ofP.L. 103-403, approved Oct. 22, 1994 (l08 Stat. 4202). 

mSubse<:~jon 7{a)(22) added by § 4 ofP.L. I03~81, approved August 13, 1993 (107 Stat. 781): 

"'N.... SUb=tiOli 7(aX23) added by § 4 ofP.L. 104-36, approved Oct. 12, 1995 (109 Slat. 296). 

I\~ew subparagraph 7(aX24) added by § 5 ofP.L. 104·36, approved Oct 12, 1995 (109 Stat. 291). 

"i'aragraph 7(.)(25) added by § 103(c) ofP.L. 104-208, approved Sept. 30, 19% (110 SIAUOO9-126). 

(Rev. 9. Cbange 1) 
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§ 7(.)(25)(A)., 
§ 7(,)(27) 
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(A) IN GENERAL.·Not more than to percent ofth. total number 
ofloans guaranteed in any fiscal year under this subsection may be awarded as part of a pilot 
program which is commenced by the Administrator on or after Oetober 1, 1996. 

(B) PILOT PROGRAM DEFINED.·ln this pamgraph, the term "Pilot 
"pilot program" means any lending program initiative~ project, innovation, or other activity . program." 

not specifically authorized by IlIw. 

(C) LOW DOCUMENTAnON LOAN PRoGRAM.·The Low-Doc 
Administrator may carry mit the low documentation loan program for loans of $1 00,000 or I'rog>lun. 
less only through lenders with significant experience in m3king small business loans. Not· 
later than 90 days after the date of enactment of this subsoetion, the Administrator shall 
promulgate regulations defining the esperience necessarY for participation as a lender in the 
low documentation loan program. 

(26)'" CALCULA nON OF SUBSIDY RATE.·AlI fees, interest, and profits Subsidy"'''' 
received and re1ained by the Administration under this subsection shall be included in the 
calculations made by the Director of the Office ofManagement and Budget to ofillet the cost 
(as th.tterm is defined in soetion 502 of the Federal Credit Reform Act of 1990) to the [2 USC 661.J. 

Administration ofpurchasing and guaranteeing loans under this Act. 

Year 2000 
(27)'" YEAR 2000 COMPUTER PROBLEM PROGRAM- computer 

problem. 
"'Parngrnph 7(.)(26) add,d by § 103(d) ofp.L. 104-20&, approvod S'P'. 30, 1996 (110 Slat. 3009.727). 

111Paragraph 7(a}(27) was added by § 3(a) ofP.L, 1(J6..8, approved April:!:, 1999 (113 Stat. 13). Seaion '}. (lfthataci 
provides: 

C-ongreS$ finds that

(1) the failure ofmany computer programs to recognize the Year 2000 may have extreme negative financial 
consequences in the Year 2000. and in subsequent years fur both large and small businesses; 

(2) small businesses are well behind 1arger businesses in implementing corrective changes to their automated 
systems; 

(3) many smaU business do not have aecess to capital to fix mission critical automated systems. whicb could resuh 
in severe fmancial distress or faiiure for smalJ businesses; and 

(4) the faiJure of a large numbet ofsmall businesses due to the Year 2000 computer problem would have a highly 
detrimental effect <m the economy in the Year 2000 and in subsequent years, 

Section:;: ofP.L I06~8 fur1her provides: 

(b) GUIDELINES

(1) IN GENERAL-Not later than 30 days after the date of enactment of this Act,. the Administrator 
of the Small Business Administration shan issue guidelines to any out the ptog;ram under section 7(a)(27} of the SmaU 
Business Act, as added by this section, 
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(A) 	 DEFINITIONS-In this paragraph

«Eligible(i) the rerm "eligible lender" means any lender designated 
lender/'by the Administration as .eligible to participate in the general business loan program nuder 

this subsection; and 

"Yw 2000(ii) the rerm "Year 2000 computer problem" means, with 
compUterrespect to infonnation technology, and embedded systems, any problem that adversely effects 
problem.'"

the processing (including calculating, comparing, sequencing, displaying, or Storing), 
transmitting, or =eiving of date-<iependent data

(I) from. into, or betw~ 

(sa) the 20th or 21st centuries; or 

(bb) the years 1999 and 2000; or 
• 

(II) with regard to leap year calculations. 

(2) REQUIREMENTS-Except to the extent that it would be inconsistent with this section or section 
7(a)(27) of the Small Business Act, as added by this section, the guidelines issued under this subsection shall, with respect to 
the loan program established under section 7(a)(27)of~ Small Business Act, as added by this section

(A) provide maximum flexibility in the estabHsbment of terms and conditions of loans 
orisi.nated under the loan program so that such Joans may be structured in a manner that enhan:ces the ability ofthe applicant 
to repay the debt~ , 

(B) if appropria.te to facilitate repayment. establish a moratorium on principal payments 
under the loan program for up to 1 year beginning on the date ofthe origination oftbe loan; 

(C) provide that any reasonabJe doubts regarding a Joan applicant's ability to service the 
debt be:resolved in favor of the loan applicant; and 

(D) authorize an eligible lender (as defined in section 7(a)(27)(A) of the Small Business Act, 
as added by this section) to process 11. loan under the loan program in accordance with the requirements applicable to joans 
originated under another loan program establisbed pursuant to section 7(a) of the Small Business Act (im::luding the general 
business loan program, the Preferred Lender Program, the Certified Lender Program, the Low Documentation Loan Program, 
and the SBAExpress Pilot PrQgram}, lf~ 

(i) the eligible lender is eligible to participate in such other loan program; and 

(ii) the terms ofthe loan, including the principal amount ofthe loan, are consistent 
with the requirements applieable to loans originated under such other loan program. 

(e) REPEAL-Effective on December 31. 2000, this section and the amendments made by this section 
repealed. 
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(B) ESTABLISHMENT OF PROGRAM-The Administration 
shall

(i) establish a loan guarantee program, ""der which the 
Administration may, during the period beginning on the date ofenactment of this paragraph 
and ending on December 31, 2000, guarantee loans made by eligIDlc lenders to small 
business concerns in accordance v..ith this paragraph; and 

(ii) notify each eligible lender of the establishment of the 
program under this paragraph, and otherwise take such ",,!ions as may be necessary to 
aggressively market the program under this p8tagraph. , 

(C) USE OF FUNDS-A small business concern that receives a 
loan guaranteed under this paragraph shall only use the proceeds of the loan to-

(i) address the Year 2000 computer problems ofthat small 
business concern, including the repair and acquisition of information technology systems, the 
purohase and repair of software, the purohase of consulting and other third perty services, and 
related expenses; and 

(ii) provide relieffor a substantia) economic injury 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)~ ifsuch economic injury has not been compensated for by 
insurance or otherwise. 

(D) LOAN A,VlOUNTS

(i) IN GENERAL-Notwithstanding paragraph (3)(A) and 
su~cct to clause (ii) ofthis subparagraph, a loan may be made to a borrower under this 
paragraph even if the total amount outstanding and committed (by participation or otherwise) 
to the borrower from the business loan and investment fund, the business guaranty loan 
fmancing account, and the business direct ~oan financing ac'count would thereby exceed 
$750,000, 

(ii) EXCEPTION-A loan may not be made to • harrower ' 
under this paragraph if the total amount outstanding and committed (by participation or ' 
otherwisel to 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 
$1,000,000. 

(El ADMINISTRATION PARTICIPATION-Notwithstanding 
paragraph (2)(A), in an agreement to participate in a loan under this pM.graph, participation 
by the Administration shall not exceed

53 (Rev, 9) 

Use offunds. 

Lean 
amounts. 



§ 7(a)(2?)(E)(i) to 
§7(b)

SMALL BUSiNESS ACf 

(i) 85 percent of the balance of the financing outstanding at 
the time ofdisbursement of the loan, if the balance exceeds $ I 00,000; 

(ii) 90 percent ofthe balance of the f!Dancing outstanding at 
the time ofdisbursement of the loan, if the balance is less than or equal to $100,000; and 

(iii) notwitbs1andlng 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, SO percent of the balance outstanding at the time of 
disbursement of the loan. 

Inspector
(F) PERIODIC REVIEWS-The Inspector General of the ~neral 

Administration shall periodically review a representative sample of Joans guaranteed under review. 

this paragraph to mitigate the risk of fraud and ensure the safety and soundness of the loan 

program. 


(G) 	 ANNUAL REPORT-The Administration sball annually Report to 
Congress,submit to the Committees on Small Business of the House of Representatives and the Senate 

• report on the results of the program carried out under this paragraph during the preceding 
12·month period, "ruch shall include information relating tQ

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

(ii) with respect to each loan guaranteed Wldet this 
paragraph-

(I) the amount of the loan; 

(II) the geographic Ioe.tion of the borrower; and 

(Ill) whether the loan was made to repair or replace 
infonnation technology and other automated systems or to remedy an economic injury; and 

(iii) the total number ofeligible lenders participating in the 
program. 

(b)'" Except as to agriculturaJ enterprises as defined in section 18(b )(1) of this Act, l)isasl.r loans. 
the Administration also is empowered 10 the extent and in such amounts as provided in 
advance in appropriation Acts ~~ 

IIISectiOn5 1(b)(I) and 7(b)(2) rewritten by § 1911 nfPL 97-35, approved Aug, 13, 1981 (95 Stat, 357); the exception 
agriCUltural enterprises was added by § 18006 of Pl99·272, approved April 7, 1986 (too Stat 366). 
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(I) (A) to make such loans (either direotly or in cooperation with banks 
or other lending institutions througb agreements to participate on an immediate 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 by or as a 
result ofnatural or other disasters,:119 Provided. That such damage or destruction is not 
compensaled for by insurance or otherwise: And provided further, That!lte Administration 
may increase the amount ofthe loan by up to an additional 20 per centum if it determines 
such increase to be necessary or appropriate tn order to protect the damaged or destroyed 
property from pessible future disasters by taking ntitigating measures, including, but not 
limited to, construction ofretaining walls and sea walls, gmding and contouring laud, 
relocating utilities and modifying structures; 120 

,, 

(B) to refinance any mortgage or o!lter lien against a totally 
destroyed or substantially damaged home or business concern: Provided, That no loan or 
guarantee slmll 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 refmanced shall not exceed the amount ofpbysical loss sustained; and (iv) 
such amount shall be reduced to the extent such mortgage or lien is satisfied by insurance or 
otherwise; and 

Disaster. (C)m during fiscal years 2000 through 2004, to establiab a 
mitigation pito 

predisaster mitigation program to make such loans (either directly or in cooperation with progrnm, 

n~e phrase "floods, riots or civil disorders, or other catastrophes" in § 7(bXI XA) was replaced by current language by 
subsection 119(a) (lfPL 100-590, approved Nov, 3, 1983 (102 Stat. 2999), SUh.<;et;:tion 119(b) .,fthe same Act provided the 
detmruon of "disaster" in § J(k) of the Small B\lsiness Ad. 

12°Second proviso in subparagraph l(bXl)(A) added by § 121 ofPL 100-590.. 

m"Credit elsewhere~ defmed in § 3{h). 

U:lN~ subparagraph 7(b)(IXC} added by § J(a) oJP.L. 106-24, approved April 21, 1999 (113 Stat. 39). 'Section l(c) of 
P.L. 106-24 provides: 

EVALUATION.-On January 31, 2003, the Administrator ofthiSmall Business Administration shall suhmitto 
the Committees on Small Business ofthe H.,use ofR~tatives and the Senate a report on the effectiveness ofthe 
pilotprogratn authorized by se<:tion 7(b)(I)(C) ofthe Small Business Act (15 U.S.C. 636{b)(lXc)}, iiS added by 
subsection (a) of this section, which report shaU include

(1) infonnarion relating to

(A) the areas served under the pilot program; 

(B) the number and dollar value of loans made under the pilot program; and 

(C) the estimated savings to the Federal Government reSUlting from the pilot 
program; and 

(2) such other infonnation as ~e Administrator determines to be appropriate for evaluating 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, to enable small businesses to use otitigation teclnriques in support of. formal 
otitig.tion 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; 

(2) to make such loans (either directly or in cooperation ",ith hanks or 
other lending institutions through agreements to pnrticipate on an immediate or deferred 
(guaranteed) basis as the Adnrinistration may determine to be necessary or appropriate to any 
small business concern or small agricultural cooperativetn located in an area affected by a 
disaster~ if the Administration detennines that the concern or the cooperative has suffered a 
substantial economic injury as a result of such disaster and ifsuch disaster constitutes 

(A) 	 a major disaster, as deternrined by the President under the 
[42 USC 5121]. Disaster Relief and Emergency Assistance Act;!14 or 

(B) a natural disaster, as deternrined by the Secretary ofAgriculture 
porsuanl to the Consolidated Farmers Home Administration Act of 1961 (7 U.S.C. 1 %1 );m 
or 

(C)'" a disaster. as determined by the Administrator of the Small 
Business Administration; or 

l!lThe phtase "small bu.siness concern or small agricultural cooperative" or similar CQnforming language substituted in lieu of 
"small business concern" throughout § 7(b)(2) by § 311 ofFL 98~27{). approved AprillS, 1984 (98 Stat. 157) (effective, as 
per § 313, on Oct. 1" (983), Section 312 ofP.L. 9S:~270 provides that this atnendmentshaU apply to loans granted on the 
basis ofany disaster with respect to which a declaration has been issued after Sept. I, 1982, under § 7(bX2XA), (B), or(C) of 
the Small Business Act Qr with respect to which a cemfttation bas been made after such date under § 7(b)(2)(D} of such Ac.t. 
~; See also § 3(D of the Small Business Act, defming "small agricultural cooperative." 

12%e reference to the 1950 Act deleted and existing language inserted by subsection I09(f}{l) ofPL lOO~707, approved 
Nov. 23, 1988 (102 Stat. 4708). "Major disaster" is defmed in § 102(2) of the 1974 Act, as amended by § l03(c) ofPL 
100-707, supra. 

l2SSection l(a) ofPL 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. 

126Fonnerparagraphs (C), (D) and (E) were originally added by § 403 ofPL 95-89. approved Aug, 4, 1917 (91 Stat. 553). 
Paragraphs (C) and (0) were amended by § 1911 ofPL 97~35, approved Aug. 13. 1981 (95 Stat. 357). which also deleted 
previous paragraph (E), PL 98*166, approved Nov. 28, 1983 (97 Stat. 1071 at t079), provides that beginning with 
commencing beMeen Jan. 1, 1983. through Sept. 30, 1983, the determination ofa natural disaster by the Secretary of 
Agriculture pW'SUant 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 dermed in § t 8(b) ofthe Small Business Act. 
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(D) ifno disaster declaration has been issued pursuant to 
subparagraph (A). (B). or (C). the Governor of a State in which. disaster has occurred 
may certify to the Small Business Administration thatl21 small business concerns or small 
agricwtw'al cooperatives (1) have suffered economic injury as a result of such disaster, 
and (2) are in need of financial assistance which is not ,v'!ilable 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 ifa disaster 
declaration bed been issued. 

CreditProvided. That no loan or guarantee shall be extended pursuant to this paragraph (2) 
~lsewhereunless the Administration finds that the applicant is nOI able to obtain credit elsewhere.128 

m Section 311 ofPL 988 210, approved Aprill8, 1984 (98 Stat. IS7), added "or small agricultural cooperatives" here. 

IztSections 7(b)(3) and (4), providing non-physical disaster .oans to sman business concerns, were repealed by § 
18006(0) ofPL 99·272. approved April 7. 1986 (100 Stat. 366). Section 18006(\» ofPL 99·272 provide; that SBA 
should continue to accept, process and approve loan applications under paragraphs (1) - (4) of subsection 7(b) and shall 
obligate and disburse loan funds on account ofdisasters declared before Oct, 1, 1985, even ifsuch application is filed 
after April 1. 1986. PL 99-349, approved July 2, 1986 {tOO StaL 718), amends § ISOO6(b) 10 apply to a disaster which 
ocrurred prior to Oct. I, 1985, and with respect to which a disaster declaration application was submitted pl'lor to Oct t, 
1985. The text of repealed paragraphs: (3) and (4) is provided: 

(3) to make such loans (either directly or in cooperation with banks or other lending institutions 
tluough agreements to participate on an immediate or deferred basis) as the Administration may determine to be 
necessary or appropriate to assist any small business concern in effecting continuation of. additions to, 
alterations in. or reestablishment in the same or a new location of its plant, facilities, or methods of operation 
made necessary by direct action ofthe Federal Government or as a consequence of Federal Government action 
or to meet requirements or restrictions imposed on such concern under any Federal law heretofore or hereafter 
enaeted or MY State law enacted in conformity therewith, or any regulation or order ofa duty authorized 
Federal. State. regional, or local ageocy issued in conformity with such Federal law, if the Adminismnion 
delermines that such concern 1$ likely to suffer substantial economic injury or be unable to market a product 
without assistance under this paragraph: Provided, That the maximum loan made to any mall business concern 
under this paragraph shall not exceed $500,000 and the amoum thereof shall be based solely 00 a determination 
made on each application: Provided further, That no loan or guarantee shall be extended unless the 
Administration fmds thal the applicant is unable to obtain credit elsewhe~" For the purposes of this paragraph, 
the impact of the 1983 Payment~in¥Kind Land Diversion program, or any successor Payment~i.n·Kind program 
with a similar impact on the small business community, shall be deemed to be a consequence of Federal 
Government Action; and . 

(4) To make such disaster loans (either directly or in cooperation with banks Of other lending 
institutions through agreements to participate on an immediate or deferred basis) as the Administration may 
determine to be necessary to assist, or refmance all or part ofthe existing indebtedness (speciftcaUy including 
any direct loans under section 7(a) of this Ac! which were made to watt businesses affected by currency 
fluctuations and exchange freezes), ofany small business Concern located in an area ofeconomic dislocation 
that is the result of the drastic flucb,lation in the value ofthe currency ofa country contiguous to the United 
States and adjustments in the regulation of its monetary system if such concern is unable to obtain credit 
elsewhere. The Governor of a State may certify to the Administration (A) that small business concerns within 
the State have suffered substantial economic injury as a result of such economic dislocation, and (8) that such 
concerns are in need of fInancial assistance which is not available on reasonable terms. Such economic 
dislocations must be ofsuch magnitude that without the benefit of disaster loans provided hereunder a 
significant number of otherwise frnancially sound small businesses in the impacted regions or business sectors 
would either become insolvent or be unable to return quickly to' their fonner level ofoperation. No disaster loan 
made hereunder shall exceed $100.000, nor shaH the proceeds thereof be used to reduce the exposure ofany 

{Rev. 9, Change n 

57 




§ 7(b)(3)(A) 

SMALL BUSINESS ACT 

(3)'" (A) In this paragraph

\ 	 other lender, The Administration may permit deferral of payment of principal and interest for one year on loans 
made hereunder. 

"'"" history of repeaIe<I pMIIjlnlphs (3) and (4): 

Former §§ 7(b)(3)· 7(b)(9) repealed by § 1913(.) ofPL 97-35. approved Aug. 13. 1981 (95 Stat. 351). A new 
§ 7(b)(3) was added which contained a "credit elsewhere" test. These amendments were effective Oct. I. 1931. 
per § 19)8 ofPt.- 97~3S. See also § 23(2) of the Small Business Act. The words "continuation or' after "in 
effetting" added by § 308 ofPL 9g~210, approved April18, 1984, effective Oct. I, 1983. Words "heretofore of 
h...afteT enacted" w"" in prior § 7(b)(5) and were originally added by § 302 .rPL 95-89, approved Aug.•• 
1977 (91 Stat 553), to resol\fe the question of retroactivity ofprior § 7(b)(S). 

. 
Elements oftbis subsection are derived from previous § 7(b)(5) which was added by §:2 (lfPL 93-23i, 
approved Jan. 2, 1974 (81 Stat. 1 (23), Previous § 7(b)(5) consolidated and expanded existing SBA authority to 
finance sman businesses required to make structural, operational and other changes by Federal laws or StIlte 
laws enacted in .conformity therewith, to comply with environmental. consumer, pollution, and safety &tandards, 
The section consolidated three subsltctions of the Small Business Act into a singJe section: the Coal Mine 
Health Imd Safety Act of 1969 (subsection 1(b)(S) of the Small Business Act), the Occupational Safety and 
Health Act ofi970 (subsection 7(bXS»). and the Egg Product Inspection Ad of 1970 (which also extended 
eligibility to small fums affected by the Wholesome Meat Act of 1967 and the Wholesome Poultry I'ro<lue, 
ofl968 (subsection 7(bX6)). "Credit elsewhere" defined in § 3(b). 

The sentence in former § 7(bX3) relating to payment-in-kind beginning "For the purposes of this paragraph, . , 
was added by § 308 ofPL 98-270, approved April 'l8, 1984 (98 Stat 157) (effective, as per § 313, on Oct. 1, 
1983). 

Fonner subsection 7(bX4) added by § 304 ofPt 98-270, approved April 18, 1984 {98 Stat IS7) (effective, as 
per § 313, on Oct 1, 1983). 

119 New paragraph 7(b)(3) added by § 4Q2{b) ofP.L 106-50, approved August 17, 1999 (113 Stat. 245). Thatsectkm 
further provides: 

(0) ENHANCED PUBLICITY DURING OPERAnON ALLiED FORCE.-For!tle duration ofOperation 
Allied Force and for 120 days thereafter, the Administration shall enhance its publicity of the availability of 
assistance provided pursuant to the amendments made by this section, including infonnation regarding the 
appropriate local office at which affected small businesses may seek sw:h assistance. 

(d) GUIDELINES.-Not Wet' than 30 days after the date of the enactment of this section, the 
Administrator of the Small Business Administration sball issue such guidelines as the Admuustrator determines 
to be necessary to carry out this section and the amendments made by this section. 

(e) EFFECTIVE DATES.

(1) IN GENERAl,..-Except as provided in paragraph (2), the amendments made by this section 
shall take effect on the datt (tfthe enactment of this section. 

(2) DISASTER LOANS.-The amendments made by subsection (b) shall apply to econ,omi 
injury suffered or likely to be suffered as the result ofa period of military conflict occurring or ending 
March 24, 1999. 
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(i) the term "essential employee't means an individual "Essential 
who is employed by a small business concern and whose managerial or technical employee." 
expertise is critical to the successful day.to·day operations oflbat small business concern; 

"Period of(ii) the tenn "period ofmilitary conflict" has the military
meaning given the term in subsection (n)(l); and -conflict.» 

(iii) 	 the tenn "substantial economic injury"' means an "Substantial 
economiceconomic harm to a business concern that results in the inability ofthe business 
injury."concern-

(I) to meet its obligations as they mature; 

(II) to pay its ordinary aod necessary operating 
expenses; or 

(III) to market, produce, or provide a product or 
service ordinarily marketed, produced, or provided by the business COncern. 

(B) The Administration may make such disaster loans (either 
directly or in cooperation with banks or other lending institutions through agreements to 
participate on an immediate or deferred basis) to 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 sniaIl business concern being ordered to active military duty during a 
period ofmilitary conflict. 

(C) A small business concern described in subparagraph (B) 
shall be eligible to 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 employee i. discharged or 
released from active duty. 

(D) Any loan or guarantee extended pursuant to this paragraph 
shall be made at the same interest rate as e<:anomic injury loans under paragraph (2). 

(E) No loan may be made under this paragraph, either directly 
or in cooperation with banks or other lending institutions through agreements to 
participate on an immediate or deferred basis, Ifthe total amoWlt outstanding and 
committed to 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 Adm.inistration, in which case the Administration. in its discretion, may waive the 
$1,500,000 limitation. 

(F) For purposes of assistance under this paragraph, no 
declaration of a disaster area shall be required. 
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(THE FOLLOWING PARAGRAPHS PRECEDING SUBSECTION 7(.) . ,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 
Administrator may consent to a suspension in the payment of principal and interest 
cbarges on, and to an extension in the maturity of, the Federal share of any loan under 
this subsection for a period not to exceed five years, if(A) the borrower under such loan 
is a homeowner'" or a small bnsiness concern, (B) the loan was made to enable (il such 
homeowner to repair or replace his home, or (li) such concern to repair or replace plant or 
equipment which was damaged or destroyed as the result ofa disaster meeting the 
requirements of clause (A) or (B) ofparagraph (2) of this subsection, and (C) the 
Administrator detennines such action is necessary to avoid severe financial hardship: 
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 years. 
Notwithstanding the provisions ofany other law, the interest rate on the Administration's 
share ofany loan made under subsection (b), except as 

nO"Homeowners" dermed in § 3(i), 
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provided in subsection (c),'" shall not exceed the avernge annual interest rate on all 
interest-bearing obligations of the United States then forming apart of the public debt as 
computed at the end of the fiscal year next preceding the date ofthe loan and adjusted to the 
nearest one-eighth of 1 per centum plus one-quaner of I per centum: Provided, however, 
That the interest rate for loans made under paragraphs (I) and (2) hereof shall not exceed the 
rate of interest which is in effect at the time of the occurrence ofthe disaster.1Jl In 
agreements to participate in loans on a deferred basis under this subsection. such participation Disaster loans, 
by the Administration shalJ not be in excess of90 per centum ofthe halance ofthe loan illteres'''''., 
outstanding at the time of disbursement, Notwithstanding any other provision of law, the 
interest rate on the Administratiorrs share ofany loan made pursuant to paragraph (I) of this 
subsection to repair or replace a primary resjdence andlor replace or repair damaged or 
destioyed personal property, less the amount ofcompensation by insurance or otherwise, 
with respect to a disaster occurring on or after July I, 1976, and prior to October I, 1978, 
shall be: I per centum on the amount ofsuch loan not exceeding $10,000, and 3 per centum 
On the amount ofsuch loan over $10,000 but not exceeding $40,000, The interest rate on the 
Administration's share ofthe fll'St $250,000 ofall other loans made pursuant to 'paragraph (1) 
of this subsection. with respect to a disaster occurring on or after July I, 1976, and prior to 
October I, 1978, shall be 3 per centum, All repayments ofprincipal 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 (l) in connection with • 
disaster which OCCIll'S on or after April I, 1977, but prior to January I, 1978, may be increased 
by such amount, but not more than $2,000, as the AJlministrntion determines to be reasonable 

, in light of the amount and rnrture ofloss, damage, or 

I)~e clause "except as pro"idcd in subsectiQn (c)" in this paragraph added by PL 96-38, approved July 25,1979 (93 Stat. 
91, I1S). Reference is to § 7{cXS) ofthis Act. 

ntSection 114 ofPL 9~305, approved June 4, 1976 (90 Stat 6(3). established a unifonn interest rate on SBA's share of aU 
loans made under § 7(b), See § 9 ofPL 93 w24, approved April 20. 1973 (87 Stn. 24) at page 9lO ofthis Handbook which is 
superseded insofar as it covers the interest rates on loans under §§ 7(b)(1). (2), and (4) but also provides tbatno portion of 
any such loans resulting from disasters occurring on or after April 20, 19i3, is subject to cancellation, See § 120 ofPL 
96-302, approved lull' 2, 1980 (94 Stat. 833), at page 981 ofthis Handbook. for amendments to Consolidated Farm and 
Rural Development Act which attempt (0 bannonize interest rate provisions. (Current (1989) interest rates are in § 7(c)(5)], 
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injury sustained in order to finance the installation ofinsulation in the property which was 
lost, damaged, or injured, if the uninsured. damaged portion of the property is to per centum 
or more of the market value of the property at the time ofthe disaster. Not later than June I, 
1978, the Administrntion shall prepare and transmit to the Select Committee on Small 
Business of the Senate, the Commitree on Small Business ofthe House ofRepresentatives, 
and the Commitrees of the Senate and House of Representatives having jurisdiction over 
measures relating to energy conservation, a report on its activities Wider this paragraph. 
including therein an evaluation ofthe effect ofsuch activities on encouraging the installation 
ofinsulation in property which is repaired or replaced after a disaster which is subject to this 
paragraph~ and its recorrunendations with respect to the continuation, modification, or 
tennination of such activities.132 

In the administration of the disaster loan program under paragraphs (1), (2), 
and (4) of this subsection, in the case ofproperty loss or damage or injury resulting from a 
major disaster as deteimined by the President or a disaster as detemtined by the 
Administrator which occurs on or after January I, 1971, and prior to July 1, 1973, the Small 
Business Administration, to the extent such loss or damage or injury is not compensated for 
by insurance or otherwise 

(Al may make any loan for repair, rehabilitation, or replacement of 
property damaged or deStroyed without regard to whether the reqUired financial assistance is 
otherwise available from private sources; 

(8) may, in the Case of the total destruction or substantial property 
damage ofa home or business concern, refmance any mortgage or other liens outstanding 
against the destroyed or damaged property jfsuch property is to be repaired, rehabilitated, or 
replaced, except that (1) in the case of a business concern, the amount refinanced ,hall not 
exceed the amount ofthe physici110ss sustained, and (2) in the case of a bome, the amount of 
each monthiy payment ofprincipal and interest on the loan after refinancing under this clause 
shall be not less than the amount ofeach such payment made prior to such refinancing; 

(C) may, in the case ofa loan made under clause (A) ora mortgage 
or other Hen refinanced under clause (B) in connection with the destruction of, or substantial 
damage to, property o:woed and used as a residence by an individual who by reason of 
retirement, disability, or other similar circwnstances relies for support on survivor. disability, 
or retirement benefits Wlder a pension, insurance, or other program, consent to the suspension 
ofthe payments of the principal of that loan, mortgage, or lien during the lifetime of that 
individual and his spouse foi'so long as the Administration detemtioe, that making sueh 
payments would constitute a substantial hardship;' 

(D) shall, notwithstanding the provisions of any other law and upon 

132The part ofthis undes:ignated paragraph beginning with ''Notwithstanding any other provision of law" through 
added by § 405 ofPL 95.&9, approved Aug. 4, 1977 (91 Stat 553). lnterest rate changes made therein are retroactive 
a fIXed term only. 

\ 
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presentation by the applicant ofproof of loss or damage or injuty and a bona fide estimate of r 
cost of repair, rehabilitation, or replacement, cancel the principal ofany loan made to cover a 
loss or damage or inJuty resulting from such disaster, except that -

(i) with respect to a loan made in connection with • 
disaster occurring on or after January 1, 1971, but priorto January I, 1972, the total amount 
so canceled shall not exceed $2,500, and the intcreston the balance ofthe loan sball be ata 
rate of3 per centum per annum; and 

(ii) ,with respect to • loan made in connection "ith a 
disaster occurring on or after January I, 1972, but prior to July 1, 1973, the total amount so . 
canceled sball not exceed $5,000, and the interest on the balance of the loan .ball be at a rate 
of I per centum per annum.133 

With respect to any loan referred to in clause (0) which is outstanding on the dete of 
enactment of this paragrapb, the Administrator shall 

(i) make such cbange in the interest rate on the balance of 
sucb loan as is required under that clause effective as ofsuch dete ofenactment; and 

(n) in applying the limitation set forth in that clause with 
respect to the total amount of such loan which may be canceled, consider as part of the 
amotmt so canceled any part ofsuch loan which was previously canceled pursuant to section 
231 of the Disaster Relief Act of 1970. 

Whoever wrongfully misapplies the proceeds of a loan obtained under this subsection Penalty. 
shall be civilly liable to the Administrator in an amount equal to one-and-one-balf dmes the 
original principal amount of the loan.'" 

(E)'" A State grant made on or prior to July 1, 1979, shall not be 	 Duplication of 
disaster benefits.considered compensation for the purpose ofapplying the provisions of section 312(.) of the 
[42 USC 51SSl.Disaster Relief and Emergency Assistance Act to a disaster loan under paragraph (1), (2), or 

(4) of this subsection. 

lZlScc precedin% two footnotes for modification of interest rate and elimination ofcancellation benefit. 

lJ~The matter following the numbered paragraphs of § 7(b) rewritl'en by § I(a) ofPL 92-385, appr(>ved Aug. 16, 1972 (86 
Stat 554). Section l(b) of PL 92~385 provides that the paragraph which provided for a civil penalty shall apply only with 
respect to loans made on or after Aug. 16. 1972; and § J(c) provides that any person whO' (1) suffers any loss or damage as a 
result of a major disaster as determined by the Pres!dent which occurred prior to the dat~ ofenactment ofthis Aet; (2) is 
eligible for assistance under the amendment made by subsection (a); and (3) is otherwise eligible for benefits greaterthan 
those provided by the amendment made: by subsection (a). may elect to receive such greater benefIts. 

nSSecrion 7(b)umended by § 124 ofPL 96·302. approved July 2. 1980 (94 Stat. 833) by adding to the end thereofntw 
subparng:roph (E). Sea; •• 7(bX4)repeal,d by , 1913 .fPL 97·35. approved Aug. 13, 1981 (95 S",t,357). The refereno. t. 
PL 93-288 deleted and reference !o Disaster Relief and Emergency Assistance Act substituted by § I09(f)(2) ofPL 1O()..707. 
approv~d Nov, 23.1938 (102 Stat, 470l), 
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(c) (\) The Administration may further extend the maturity of or renew any 
loan made pursuant to this section, or any loan transferred to the Administration jJUJ>WUtt to ._, 
Reorganization Plan Numbered 2 of 1954, or Reorganization Plan Numbered 1 of 1957, for 
additional periods not to exceed ten years beyond the period staled therein, ifsucb extension 
or renewal will aid in the orderly liquidation of such loan. 

(2) During any period in which principal and interest charges are 
suspended on the Fodera! share ofany loan, as provided in subsection (b), the Administrator 
shall, upon the request of any person, firm, or corporation having a participation in sucb loan. 
pUIChase such participation, or assume the obligation ofthe borrower, for the balance ofsuch· 
period, to make prin<ipal and interest payments On the non-Federal share of such loan: 
Provided, That no snch payments shall he mode by the Administrator in behalf of any 
borrower unless (i) the Adininistrator determines that such action is necessary in order to 
.void a defaul~ and (Ii) the borrower agrees to make payments to the Administration in an 
aggregate amount equal to the amount paid in its beba.lfby the Administrator, in such manner 
and at such times (dnring or after the term ofthe loan) as the Administrator shall determine 
having due regard to the purposes sought to he achieved by this paragrapb, "' 

interest rates (3) With respect to a disaster <>«:urring on or after October 1, 1978, and from JOlInS 
prior to the effective date of this Act,'" on the Administration's share of loans mede pursuant to 8/13/81. 
to paragraph (1) ofsubsection (b)

(A) if the loan proceeds are to repair or replace a primary residence 
and/or repair or replace damaged or destroyod personal property, the interest rate shall he 3 
percent on the first $55,000 ofsuch Joan; 

Disaster(B) if the loan proceeds are to repair or replace property damaged 
loan mterest or destroyed and if the applicant is a business concern which is unable to obtain sufficient 
rates,

credit elsewhere, the interest rate shall he as determined by the Administration, but not in 
excess of 5 percent per annum; and!3! 

(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 

mSection 7(c)(2) added by § t(O) ofPL 89-59. approved June 30. 1965 (79 Stat. 206). 

137.Previous date of "October 1.1932" changed to "October I, 1983" by § 119(b) ofPL 9&-'302, approved July 2 ..1980 (94 
Stat. 833). The date "October 1, 1983" was then amended to read "the effective date of this Act" by § 1914 ofPL 97-35, 
approved Aug, 13. 1981 (95 Stat, 357). The "effective date of this Act" is deemed to rcfer to tbe effective date ofTitle XIX 
ofPL 97-35, the SmaU Business Budget Reconciliation and loan Consolidationllmprovemcnt Act of t981, i.e. Aug. 13, 
1981. 

13B Section 7(c)(3) added by PL 9&-38, approved July 25, 1979 (93 Stat 97, 118). "Credit elsewhere" defined in §§ 3(h) and 
13(b)oftbis Act 

"'S<etion 7(c)(3)(C) added by § 119(,) ofPL 96-302, approved July 2, 19W (94 Stat. 833). This ",:,:r~~~~;~~~';.:,;~ 
to any disaster whicb commenced on or before the effeetive date ofPL 96~302 (Le. July 2, 1910) per § 
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elsewhere. the interest rate shall not exceed the current average market yield on outstanding 
rnarlretable obligations of the United States with remaining periods to maturity comparable to 
the average maturities ofsuch loans and adjusted to the nearest one-eighth of I percent, and 
an additional amoWlt as determined by the Administration, but Dot to exceed 1percent: 
Provided, That three years after such loan is fully disbursed Dad every two years thereafter 
for the term ofthe loan, if the Administration determines thet the borrower is able to obtain • 
loan from Don-Federal sourees at reasonable rates Dad terms for loans of similar purposes and 
periods of time, the borrower shall, upon request by the Administration, apply for and accept 
such a toan in sufficient amount to repay the Administration: Provided further. That no loan 
uader subseetion (b)(J) shall be made, either directly or in cooperation with banks or other 
lending instltotions through agreements to pertieipate on an immediate or deferred basis, if 
the total amotult outstanding Dad committed to the borrower uader such subsection would 
exceed $500,0001

" 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)141 Notwithstanding the provisions ofany other law, the interest rate on 
the Federal share ofany loan made under subsection (b) shall be

(Al in the case of. homeowner unable to secure credit elsewhere, 
the rate prescribed by the Administration but not more than one-half the rate detercnined by 
the Secretary of the Treasury taking beto consideration the current average market yield on 
outstanding marketable obligations of the Gnited States with remaining periods to maturity 
comparable to the average maturities ofsuch loans pjus 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 ·oot to exceed 8: per centum per annum; . 

(8) in the case ofa homeowner able to seeure credit elsewhere, the 
rate prescribed by the Administration but not more than the rale determined by the Secretary 
ofthe Treasury taking into consideration the current average market yield on outstanding 
marketable obligations ofthe United States with remaining periods to maturity comparable to 
the average maturities ofsuch loans plus an additional charge of not to exceed 1 per centum 
per annum as detennined by the Administrator, and adjusted to the nearest one-eighth of I 
per centum; 

14°Pubtic Law l03~75. approved Aug. 12, 1993007 Stat. 740), provides: 

[NJotwithstanding any other provisions of Jaw, the $500,000 limitation on the amounts outstanding and committed 
to a borrower provided in paragraph 7(cX6) of the Small Busmess Act shall be increased to $1,500,000 for disasters 
cammencingon or after April I, 1993, 

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

HlNew § 1(c){4) added by § 1912 ofPL 97~3S. approved Aug.. 13, 198:1 (95 Stat 357), provides interest rates for the § 1(b) 
loans: described therein. "Credit elsewhere" defmed in § 3(h). 
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(C) in the case of a business concern unable to obtain credit 
elsewhere, Dot to exceed 8 per centum per annum; 

(D) in the case ofa business concern able to obtain credit 
elsewhere, the rate prescribed by the Administration but nnt 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 lUlder seetion 7(0) 
ofthis Act. Loans under this subparagraph shall be limited to a maximum tenn ofthree 
years.!.tl 

(5)'" Notwithstanding the provisions ofany other law, the interest rate on . 
the Federal share ofany loan made under subsection (bXI) and (bX2) on accOlUlt ofa disaster 
commencing on or after October I, 1982, shall be

(A) in the case of a homeowner unable to secure credit else"Vbere, 
the rate prescribed by the Administration but not more than one-half the rate detennined by 
the Secrelmy ofthe Treaswy taking into consideration the CUITeI1t average market yield on 
outstanding marketable obligations of the United States with remaining periods to maturity 
comparable to the average maturities of such loan 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 4 per centum per annwn; 

(B) in the ease of a homeowner able to secure credit elsewhere, the 
rate prescribed by the Administration but not more than the rate determined by the Secretary 
ofthe Treasury taking into consideration the current average market yield on outstanding 
marketable obligations ofthe United States with remaining periods to maturity comparable to 
the average maturities ofsuch ("""" plus an additional charge of not to exceed 1 per centmn 
per annum as deteratined by the Administrator; and adjusted to the nearest one-eighth of I 
per centum, but not to exceed 8 per centum per annum; 

Agricultural
(C) in the case of a business or other concern, including cooperatives 

HZThe folkt\Ying provision was dewted by § 18006{a)(2) ofPL 99-272, approved April?, 1986 (100 Stat 366): 

Such Joans, subject to the reductions required by subparagraphs (A) and (B) ofparagraph (1), shalt be in amounts: 
equal to 100 percent of loss if the applicant is a homeowner and 85 pere<:nt otlOS! ifthe applicant is a business or 
otherwise. The interest rates for loans made under paragraphs (1) and (2), as detennined pursuant to this paragmph 
(4), shall be the rate of mtereM whieb is in effect On the date the disaster commenced: Provided, That no loan under 
paragraphs (I) and {2) sball be made, either directly or in (:ooperation with banks Qr other lending institutions 
through agreements to participate on an immediate or deferred (guaranteed) basis. iftbe total amount oowWlding 
and committed to the borrower under this subsection would ex.ceed 5500,000 for each disaster unless an applicant 
constitutes a major source ofemployment in an area suffering a disaster. in wbich case the Administration, i:n its 
discretion. may wai.ve the $.SOO,OOO limitation. 

HlNew §§ 7(c){5) and 7(c){6) added by § 301 ofP.L. 98·270, approved AprillS. 1984 (98 Stat. 157) (effective. as per 
313, on Oct. 1, 1933). 
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agricultural COOperatiVes,l+I: tmable to obtain credit elsewhere, not to exceed 4 per centum per 
annum; 

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

(6) Notwithstanding the provisions ofany other law, such loans, subject to . 
the reductions required by subparagraphs (A) and (B) ofparagraph 7(b)(l), shall be in 
amOlIDts equal to lOOper centum of loss. The interest rates for loans made under paragraphs 
7(b)( 1) aad (2), as determined pursuant to paragraph (5), shall be the rate ofinterest which is 
in effect on the date ofthe disaster commenced: Provided, That no loan under paragraphs 
7(b)(1) and (2) shall be made, either directly or ill cooperation with banks or other lending 
institutions through agreements to participate on an immediate or deferred (guaranteed) basis, 
ifthe total amount outstanding and comntitted to the borrower under subsection 7(b) would 
exceed $500,000145 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 ofconcerns sharing a common 
business premise,'" shan be aggregated in detennining "major source ofemployment" status 
for nonprofit applicants owning such premises. Provided further, That the Administration, 
subjectto the reductions required by subparagraphs (A) and (B) ofparagraph 7(b)(1), shall 
not reduce the amount ofeligibility for any homeQwner on account of loss of real estate to' 
less than $100,000 for each disaster nor for any homeowner or lessee on acCOWlt ofloss of 
personal property to less than $20,000 for each disaster, such sums being in addition to any 
eligible refinancing: Prgyided further, That the Administration shall not require collateral 
for loans ofS10,000 or less which are made imder paragraph (I) of subsection (b).'" 

• 'r 

IttThe phrase "business concern" was replaced by "business Of other concern,. in(:hnmg agricultural cooperatives" by § 
12O(b) ofPL 101}-590, approved Nov. 3. 1933 (102 SIaL 2999). 

H5Public Law l03~75, approved Aug. 12. 1993 (107 Stat. 740). provides: 

fNlotwithstanding any other provisions of law. tlte $500,000 limitation on the amounts outstanding and committed 
to a botTOwer provided in paragraph 7(c:)(6) of the Small 8usi.ness Act shall be increased to $1,500,000 for disasters 
commencing on or after April 1, 1993. 

While Congress may have intended this to be a permanent change, the language appears only in a supplemental 
appropriatiQns act and does not amend the Small 8usiness Act 

lHTh.is language, added at the end of the fll'S! proviso, erroneously stated to follow at the end ofthe second proviso by § 309 
ofP,L. 98~270, approved April 18, 1984 (98 Stat. 1.$7) (effective, as per § 3D, en Oct 1.1983). Original enacunent was § 
237 of the Disaster Relief Act of 1910. PL 9]-606, approved Dec, 31. 1970. See page 907 of this Handbook, 

lt7Grammar as in original. 

U6Third proviso in § 7(c)(6) added by § 122 ofPt 100-590, approved Nov, 3, 1983 (102 Stat. 3000). 
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With respect to any loan vihich is oUlSumding on the date orenactment of this paragraph and 

which was made on account ofa disaster commencing on or after October-I, 1982t the 

Administrator shall make such change in the interest rate on the balance ofsuch loan as is 

required herein effi:ctive as of the date ofenactment 


(Tf" The Administration shall not withhold disaster assistance pursnant to Nurseries. 
this paragraph to nurseries who are victims of drought disastel1l. As used in section 7(b)(2) 

. the tenn "an area affected by a disaster" includes any county. or county contiguous thereto, 
determined to be a disaster by the President, the Secrewy ofAgriculture or the Administrator 
of the Small Business Administration. 

(d)'lO The Administration shall not ftmd any Small Business Development Center or 	 SBDC. 
filnding.any variation thereof, except as authori7.ed in section 21 of this Act. 

(e) [RESERVED].''' 

(I), [RESERVED].''' 

(g) [Repealed].''' 

(h) (I )'" "'The Administration also is empowered, where other financial 

U9Section 7{c)(1) added by § 120(a) ofPL 100·590. approved Nov. 3, 198& (102 Stat. 2999). 

l!o1lSubsection 7(d) rewritten by § 5 ofPL 9&-395, Small Business Development Center Improvement Act of t984. approved 
Aug. 21. 1984 (98 Stat 1366). (Farnler § 7{d) was originally added by § 602(c} ofPL 85·699. the Small Business 
lnvestment Act of195S. approved Aug. 21, 1958 (72 Stal698), then rewritten by § 9 ofPL 87·305, the Small Business Act 
AmenmnenlS of 1961, approvcrl Sept 26, 1961 \15 Slat 668). and lau:r redesignatod § 7(d)(l) by § 3 ofPL 95·315, the Small 
Business Energy Loan Act, approved July 4,1978 (92 Stat. 318). Section 7(d)(l) was again rewritten by § 203 ofP.L. 
96-302, approved July 2_ 1980 (94 Slat 8ll).1 Paragraph 7(d)(Z) was deleted by § 107(a)ofP.L. 104-208, approvod Sept 
30, 1996 (l 10 Stat 3009-732). Text of fonner paragraph 7(d)(2) is reprinted below: 

(2) The Administration is authQrized to hold seminars throughout the Nation to make potential applicants 
aware oftht opp<:trtunities availabJe under this subsection and related government energy programs. and to make 
grants tQ qualified organizations to provide training seminars fur small business- ·concerns regarding practicat and 
easily implemented methods for design. manufacture, installation. and servicing ofequipment and for providing 
services listed in paragraph (1) ofrhis subsection, except that recipients of loans made pursuant to this subsectiOQ 
shall not subsequently be eligible for such grants. 

l!>lSection 7(e) was repealed by § 107(b) ofP.L. 104~~W8. approved Sept. 30. 1996 (110 Stat. 3009~732). For text and 
legislative history of former section, please see earlier edition of this Handbook, 

1!:2Section 7(1) was repealed by § 101(<:) QfP,L, 104~20g. approved Sept, 30, J996 (J to Stat. 3009>-732). F'ortext and 
legislative history of funner § 7(1), please see earlier edition Qfthis Handbook. 

l!>'S«tion 7(g) on water pollution control loans repealed by § 19i3(c) ofPL 97~35, approved Aug, 13, 198, (95 Stat. 
effective Oct 1, 198r, per § 1918 QfPL 97~3S, It originally had been added by § 8(a) ofPL 92-500, the Federal Water 
Pollution Control Act amendments of 1972, approved Oct. 18, t912 {56 Stat. 816). 

J 
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assistance is not available on reasonable tenus, to make such loans (either directly or in 
cooperation with banks or other lending institutions through agreements to participate on an 
immediate or deterred basis) as the Administration may determine to be necessary or 
appropriate -

(A) to assist any public or private organization •• 

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

. (ii) which complies with any applicable occupational health 
and safety standard prescribed by the Secretary ofLabor; and 

(iii) which, in the production ofcommodities and in the 
provision of. services during any :fiscaJ year in which it receives fJIUUlCial assistance under this 
subsection, employs handioapped individuals for not less than 75 per centum ofthe 
man-hours required for the production Of provision ofthe commodities or services; or 

(B) to assist any handicapped individual in establishing, acquiring, 
or operating a small business concern. 

(2) The Administration's share ofany loan made under this subsection 
shan 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 
investment fund established by section 4(c)(l)(B} ofthis 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 ofthe balance of the loan at the time 
of disbursement. The Administration's share ofany loan made under this subsection shall 
bear interest at the rate of3 per centum per annum. 1)6 The maximwn term ofany 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. 

1,tThe authority for making loans contemplated by this subsection was t:ransi'med to § 1(a) by § t902(a) ofPL 97~3S. 
approved Aug;, 13. 1931 (95 Stat 351h and now appears as § 7(a)(lO), However, the existing § 7(h) inadvatend)' was not 
repealed by PL 97-35 and therefore continues to exist until further amendment 

IS'This section, added by § 3(b) of PL 92-595, tbe Small Business Investment Act Amendments of 1972, approved Oct. 1.7, 
1972 (86 S .... lJl4), was ,lso denominated § 7(g), apparently inadvertently. Redesignated § 7(h) by § 3(.) ofpL 93·237, 
approved Jan. 2, 1974 (87 Stat 1(23). 

15'Sentence amended by § 3(2) ofPL 93-386, approved Aug.. 23, 1974 (sa Stat. 742), to clarifY the rate of int\!reSt on SBA's 
loans to bandicapped persons. Loans made in conjunction with private lenders will bear a rate of interest set by borrowers.. 
but SBA's share ofsuch loan shall remain:; per centum per annum. 

67 (Rev. 9)" 



§ 7(h)(3) to 
§7(i)(4) 

SMALL BUSINESS ACT 

i(3) For purposes of this subsection, 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 lintits the selection ofany type 
ofemployment for which the person would otherwise be qualified or qualifiable. 

(i)'" (I) 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 to any qualified person seeking to establish such a concern.. when it Limitation. 
determines that such loans will further the policies established in section 2(b)'" of this Act, 
"ith particular emphasis on the preservation or establishment ofsmall business coneems 
located in urban or mraI areas with bigh proportions ofunemployed 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 ofsuch Federalassistanoe to • single 
harrower outstanding at anyone time would exceed $100,000. The Administration may defer 
payments on the principal ofsucllioans for a grace period and use such other methods as it Deferred 

payments.deems necessary and appropriate to assure the successful establislunent and operation of such 
concern. The Administration may. in its discretion, as a condition ofsuch financial 
assistance, require tho! the harrower tal.:e steps to improve his management skills by 
participating in a management ttalning program approved by the Administrntion: Providm, Management
hawever, That any management ttalning program so approved must be of sufficient scope ttairJing 
and duration to provide reasonable opportunity for the individuals served to develop p_. 
entrepreneurial and managerial self-suffidency. 

(2) The Administration shall encourage, as far as possible, the 
businesses.

participation ofthe private business community in the program of assistance to such participatioo.
concerns, and shalJ seek to stimulate new private lending activities to such concerns through 
the use of the loan guarantees, participations in loans, and pooling arrangements anthorized 
by this subsection. 

Urban and rural 
areas, equitable (3) To insure an equitable distribntion between urban and mraI areas for 
distribution.

loans between $3,500 and SIOO,OOO'" made under this subsection the Administration is 
authorized to use the agencies and agreements and delegations developed under title III ofthe 
Economic Opportunity Act of 1964, as amended, as it shall determine necessary. 

(4) The Administration shall provide for the continuing ev31uation of 
programs under this subsection, including full information on the location, income 
characteristics, and types ofbusinesses and individuals assisted, and on new private lending 
activity stimulated, and the results of such evaluation together with recommendations shall be 

n1The authority for making loans contemplated by Otis subsectioo WlI..'J transferred to § 7(a) by S 1902(a) ofPL 97·35, 
appcoved Aug, 13,1981 (95 St>1357j, and now appear< as § 7(0)(11). However, the existing §.7(i)(added by § 2(a)(4) of 
PL 93-386, supra.) inadvertently was not repealed by PL 97~35 and therefore continues to exist until further amendment, 

IS'R.eference is to current § 2(<:)(l). not § 2(b), Renumbered by § 112(a) (lfPL 94-305, approved June 4, 1976 (90 Stat 
663). 

159 "$IOO~OOO" substituted in lieu of "$.50,000" by § 109 ofPL 94-30.5, approved June 4. In6 (90 Stat 663). 
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ineluded in the "'port required by section IOral of this Act. 

(5) Loans made pursuant to this subsection (including inunedi.te 
participation in and guarantees ofsuch loans) shall have such terms and conditions as the 
Administration shall determine, subject to the following limitations •• 

Loan 
limitations, 

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

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

(C) the amount of the loan, together with other funds available, is 
adequate to assure completion ofthe project or achievement of the purposes for which the 
loan is made; 

(42 USC 3108]. 
(D) the loan bears interest at a rate not less than (i) a rate (42 USC 3141]. 

determined by the Secretary of the Treasury, laking into consideration the average market 
yield on outstanding Treasury obligations ofcomparable maturity, plus (ii) such additional 
charge, ifany, toward covering other costs ofu.e program as the Administration may 
determine to be consistent with its purposes: Provided. however. That the rate ofinterest 
charged on loans made in redevelopment areas designated under the Public Works and 
Economic Development Act of 1%5 (42 U.s.c. 3108 et seq.) shall not exceed the rate 
currently applicable to new loans made under section 201 oftbat Act (42 U.S.C. 3141); and 

(E) fees not in excess 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 necessury to insure Urban ..... 

that, in any tlscal year, at least 50 per centum ofthe amounts loaned or guaranteed pursuant loan allocation 

to this subsection are alloned to small business concerns located in urban areas identitled by 
the Administration as having high concentrations of unemployed or low-income individuals 
or 10 small business concerns owned by low~income individuals. The Administration shaH 
define the meaning of low-income as it applies to owners of small business concerns eligible 
to be assisted under this subsection. 

Re!()canous.(7) No financial assistance shall be extended pursuant to this subsection 
funds,

where the Administration determines that the assistance \\ill be used in relocating restrictions. 
establislunents from one area to another if such relocation would result in an increase in 
unemployment in the area of original location. 

Teclmlea.l and(i)'" (1) The Administration shall provide financial assistance to public or 
managementprivate organizations 10 pay all or part of the cost of projects designed to provide technical or assistance. 

management assistance to individuals or enterprises eligible for assistance under sections 

lWAdded by § 2(a)(4) ofPL 93·386, approved Aug, 23. 1974 (38 Stat. 742). to transfer similar authority from Title lV of the 
Economic OppOItunity Act of 1964, Substantially rewritten by § 204 ofPL 95-507, approved Oct. 24, 1978 (92 Stat. 1757). 
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7(i), 7G)(lO}, and 8(a} of this Act, with special attention to small businesses located in areas 
of high concentration ofunemployed or low-income individuals, to small businesses eligible 
to receive contracts pursuant to section 8(0) ofthi. Act. 

(2) Financial assistance under this subsection 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 ofnew business 
opportunities; 

(C) The furnishing ofcenttalized services ;vith regard to public 
services and Federal Government programs including programs authorized under sections 
7(i), 7(iXIO}, and 8(a) of this Act; 

< (D) the establishment and strengthening ofbusiness service 
agencies,. including trade associations and cooperatives; and .... 

(E) the furnishing of business counSeling, management training. 
and legal and other related services, with special emphasis on the development of 
management training programs using the resources of the business community, including the 
development ofmanagement trnioing opportunities in existing business, and with emphasis 
in all cases upon providing management training ofsufficient scope and dwation to develop 
entrepreneurial and managerial self-sufficiency on the part of the individuals served. 

Sub.:ontn>ct(3) The Administration shall encourage the placement of subcontracts by 
placement witbusinesses with small business concerns located in areas ofhigh concentration of 
businesses

unemployed or low-income individuals, and with small businesses eligible to receive Jocated in 
contracts pursuant to section 8(a) of this Act. The Administration may provide incentives certain areas. 
and assistance to such businesses that will aid in the training and upgrading ofpotential 
subcontractors or other small business concerns eligible for assistance under sections 7{i), 
7(j), and Sea} of this Act. 

(A) [Repealed].'" 

litSection 7(j)(3XA) repealed by § 505(h) ofPL 100·656, approved Nov. IS. 1988 (102 Stat 3887). The repealed paragraph 
reads: 

An advisory committee composed offlve high-leVel OffICers from fwe United States businesses and five 
representatives of minority small businesses shall be created to facilitate the achievement oftile purposes of this 
paragraph. The membets ofme advisory committee shall be appointed by the President The Chainnan of the 
adviSQry committee, who shall be designated by the President sball report annually to the President and to the 
Congress on the activities of the advisory oommittee. 
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(B) (Repealed].''' 

(4) The Administration shall give preference to projects which promote 
the ownership, participation in ownership, or management ofsmall businesses owned by 
low"income individuals and small businesses eligible to receive contracts pursuant to section 
8(.) of this Act. 

(5) The fmandal assistance authorized for projects under that subsection Grants and 
includes assistance advanced by grant, agreement. or contract. contracts, 

(6) The Administration is authorized to make payments under grnnts and 
contracts enti:red into under this subsection in lump sum or installments, and in advance or 
by way ofreimbursement, and in the case ofgiants, with necessary adjustments on account 
ofoverpa,ments or underpayments. 

(7) To the extent feasible, services under this subsection shall be pmvided 
in a location which is easily accessible to the individuals and small business concerns served. 

(8) (Repealed).I" 

(9) The Administration shall take such steps as may be necessary and 
appropriate, in coonlination and cooperation with the heads ofother Federal departments and 
agencies, to insure that contracts, subcontracts, and deposits made by the Federal 
Government or with progtants aided with Federal funds are placed in such way as to further 
the purposes of sections 7(i), 7(j), and 8(a) of this Act. 

Small business 
(10) There is established within the Administration a small business and and capital 

capital o".."e<ship development pmgtarn (hereinafter referred to as the "Program") which ownership 
developmentshall provide assistance exclusively for small business concerns eligible to receive contracts 
program,pursuant to section 8(a) of this Act. The program, and alJ other services and activities 

ltllSection 7GX3)(B)repeaJed by § 242(J)ofP,L. 101-574. approved Nov, 1S, 1990 (104 Stat 2827), Text ofrepeale:d 
paragraph: 

The General Accounting Office shall evaluate the activities takcn by the Administration to achieve the purpose of 
this paragraph and evaluate the suceess of these activities in achi(:ving the pu1'pO$¢S ofthis paragraph, The Genera! 
Accounting Office shalt report to the Congress by January I, 1981, and at any time thereafter at the discretion of the 
ComptroUcr General, on thc rwding!!: ofthis evaluation and shalt make rec.::ommmdatiOlls on actions needed to 
improve the Administration's performance pursuant to this paragraph. 

163SC<:iion 7(j)(8) repealed by § 242(2) offL. HH-574, approved Nov, IS, 1990 (104 Stat, 2827). Text of repealed
paragraph: .. 

The General Accounting OffICe shall provide for an independent and continuing evaluation of programs under 
sections 1(i), 7m and 8(a) of this Act, including full information on. and analysis of, the character and impact of 
managerial assistance provided. the location, income characteristics., and extent to WhKb private resources and skills 
have been involved in the$!! programs. Such evaluatioo. together with any recommendations deemed advisable by 
the Comptroller Genera1 shall be reported to the Congress by January I, 1981. and at any time thereafter 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 Small Business and Capital Ownership Development under the 
supervision of. and responsible to, the Administrator.IM 

(A) The pmgram shall 

(i)165 assist small business concerns 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 subparagrnpn (D). 

(ii) provide for such other nonfinancial services as deemed 
necessary for the establisimient, preservation, and growth ofsmall business concerns 
participating in the Program, including but not limited to (1) loan packaging. (II) financial 
counseling, (III) accounting and bookkeeping assistance, (IV) marketing assistance, and (V) 
management assistance; 

(iii) assist small business concerns participating in the 
Program to obtain equity and debt fllllUlcing; 

(iv) establish regular performance monitoring and reporting 
systems for small business concerns participating in theProgram to assure compliance with 
their business plans; 

(v) analyze and report the causes afsuccess and failure of 
small business concerns participating in Program; and 

(vi) provide assistance necessary to help small business 
concerns participating in the Program to procure surety bonds, with such assistance 
inciuding, but not limited to (I) the preparation of application forms required to receive a 
surety bond, (II) special management and technical assistance designed 10 meet the specific 
needs ofsmall business concerns participating in the Program and which have received or are 
applying to receive a surety bond, and (III) prepamtion ofall forms necessary to receive a 
surety bond guarantee from the Administration pursuant to title IV, part B of the Small 
Business Investment Act of1958. 

(8) Small business concerns eligible to receive contracts pursuant 
to section 8(a) nfws Act Sb.aJ1 participate in the Program: 

(C)," (i) A small bUsiness concern participating in any program 	 Time 
limitations. 

l.ULast sentence rewritten by § 104 ofPL 96481, approved Oct 21, 19l!O (94 Stat 2321). 

mSubse<:tion 7(j)(lO)(AXi) rewritten by § 20S(a) ofPL 100-656, approved Nov. 15. 1988 {l02 Stal3859)"eifective 
1989, P'" P08(Q)(I)(A) ofPL 100-656, 

U!PriQY subsection 7(i)(1O)(C) deleted by section 205(a)(1) ofPL 100·656, approved Nov. 15, 1988 (102 Stat. 3859). 
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or activity conducted under !he authority of this paragraph or eligible for !he award of 
contracts pursuant to section 8(a) on September I, 1988, shall be pemritted continued 
participation and eligibility in such program or activity for a period oftime which is the 
greater of

(I) 9 years less the number ofyears since the award 
of its rust contract pursuant to section 8(a); or 

(II) its original fixed program participation term 
(plus any extension !hereof) assigned prior to !he effective date ofthis paragraph plus 
eighteen months. 

, 
(ii) Nothing contained in this subparagraph shall be deemed 

to prevent the Administration from instituting a termination or graduation pursuant ~ 
subparagraph (F) or (H) for issues unrelated to !he expiration ofany time period lintitation. 

(D)'" (i) Promptly after certification under paragraph (II) a Bu,in." 
Program Participant shall suhntit a business plan (hereinafter referred to as the "plan', as pI""". 
described in clause (ii) of this subparagraph for review by the Business Opportunity 
Specialist168 assigned to assist such Program Participant. The plan may be a revision ofa 
preliminary business plan suhntitted 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 !he Prng;am Participant elintinatiog the conditions or circumstances 
upon which !he AdminislIation determined eligibility pursuant to section 8(0)(6). Such plan, 
and subsequent modifications submitted under clause (iii) ofthis subparagraph, shall be 
approved by the business opportunity specialist prior to the Prognun Participant being 
eligihle for award ofa contract parauant to section 8(a). 

(ii) The plans subntitted under this subparagraph shall 
include !he following; 

Section 7(j)(IO)(O) added by § 203 ufPL 100-6.56, effective June I, 1989, per § 803 thert<lfand redesignated as 7(j)(lOXc) 
by ~ 205(b)(2) nfPL 1Q()..656. Delcted ,ub'ection 7(j)(1O)(C), "" amended by § 107 ofPL 96-181, approved Oct. 21, 1980 
(94 Stat. 2321), provided: 

NQ small business cooeem sbaJI receive a contract pursuant to section 8(a) oftbis Act unless~~ 

(i) the business plan required pursuant to se<:tion 7(j)(lOXA)(i) is approved by the Administration; 
and 

{it) the program is able to provide such concern with, but not limited to, such management, technical 
and fmaneia! services as may be necessary to achieve the targetS, objectives. and goals ofsuch business. 

"'New paragraph 7G)(10)(D) added by § 205(b) ofPL 100-656, approved Nov. 15, 1988 (t02 S.... 3859), effe<:tive lune I, 
1989, per § 208 ofPL 100-656. 

Hi$Busmess Opportunity Speciallst capitalized as per § S(b)(l) ofPL 101~37. approved June 15, 1989 (103 Stat. 71) and 
defmed in § 3 of the same law, see p. t()43 of this Handbook. 

73 -(Rev.9) •

http:100-6.56


• 7U)(1O)(D)(u)(I) 10 
§ 7fj)(1O)(D)(iv)(I) 

SMAll BUSINESS ACT 

(I) An analysis ofmarket potential, competitive 
environmen~ and other business analyses estimating the Program Participant's prospects for 
profitable operations durlJ1g the tenn ofprogram participation and after graduation. 

(II) An analysis of the Program Participant's 
strengths and wealmesses with particular attention to correcting any fmancial, managerial, 
technical, or personnel conditions which are likely to impede the small business concern from 
=iving contrncts other than those awarded under section 8(.). 

(ill) Specific targets, objectives, and goals, for the 
business development of the Program Participant during the next and succeeding years 
utilizing the results of the analyses conducted pursuant to subelauses (I) and (II). 

(IV) A transition management plan outlining specific 
stepS 10 assure profitable business operations after graduation (to be incorporated into the 
Program Participant's plan during the ftrSt year of the transitional stage ofProgram 
participation. 

(V) Estimates ofcontrnct awards pursuant 10 section 
8(0) and from other sources, which the Program Participant will require to meet the specific 
targets, objectives, and goals for the years covered by its plan. The estimates established 
shall be consistent with the provisions ofsubparagraph (I)'" and section 8(.). 

(iii) Each Program Participant shall annnally review its 
currently approved plan with its Business Opportunity Specialist and modify such plan as 
may be appropriate. Any modified plan shall be submitted to the Administration for 
approval. The currently approved plan shall be considered valid until such time as • 
modified plan is approved by the Business Opportunity Specialist. Annual reviews 
pertaining to years in the transitional stage ofprogram participation shall require, as 
appropriate~ a mitten verification that such Program Participant has complied with the 
requirements of subparagraph (I) relating to attaining business activity from sources other 
that contracts awarded pursuant to section 8(0). 

(iv) Each Program Participant shall annually forecast its 
needs for contract awards under section 8(.) for the next program year oed the succeeding 
program year during the review of its business plan, conducted pursuant to clause (iii). 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 .ggregate dollar value of contract support to 
be sought on a noncompetitive basis under section 8(.), reflecting compliance with the 

!l19Reference is to § 7{jXI0)(1). In subpar. (iii), phrase beginning "relating" added by subsection 5{bX3) ofPL 101-37, 
approved June 15, 1989 (103 S"... 71). 

.' 
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requirements of subparagraph (1)170 relating to attaining business activity from sources other 
than contracts awarded pursuant to section 8(a), 

(II) the types of contract opportunities being sought, 
identified by Standard Industrial Classificallon (SIC) Code or otherwise, 

(III) an estimate of the doUar value ofcontract 
support to be sought on a competillve basis, and 

(IV) such other ioforrnation as may be requested by 
the Business Opportunity Specialist to provide effecllve business developroent assistance to 
the Program Participant .. 

(E)171 A small business concern participating in the program 
coodueted under the authority ofthis paragraph and eligible for the award of contracts 
pursuanl to St."Ction 8(a) shaU be denied aU such assistance ifsuch concern

(i) voluntarily elects not to continue participation; 

(ii)172 completes the period ofProgram participation as 
prescribed by paragraph (15); 

(iii) is terminated pursuant 10 a tenninetion proceeding 
conducted in accordance with section 8(a)(9); or 

(iv) is graduated pursuant to a graduation proceeding 
cooducted in .ccordance with section 8(.)(9) .. 

(f)173 For purposes of this section and section 8(a), the telTIl 
"terminated" and the term "termination" means the total denial or suspension of assistance 
ander this pruagraph or uoder seclion 8(.) prior to the gradnation of the participating small 

"Terminated." 
'I'erminatioo. ... 

business concern or prior to the expiration ofthe maximum program participation term. An 
action for termination shall be based upon good cause, incloding

(i) the failure by such concern to maintain its eligibility for 

l'Cphrase beginning "relating" added by subsection 5(b)(5) ofPL 101~37, supra. 

PiSubsections ?(j)(JOXE) through (H) added by § 208 ofPL 100-656. approved Nov, 15, 19&& (102 Stat. 38(2). effective 
June I, 1989, p<r § 803 ofPL 100-656. 

172Subse<:tion 7<iXlOXEXii} changed from "participates in the Program for a period in excess of the time limits prescribed by 
paragraph (IS)" to cutTent tMgttage by subsection 7(a)(l) ofPL HJl 31. approved June 15, 1989 (103 Stat. 72), v 

n3First sentence o{subsection 70X10)(F) rewritten by subsection 7(a)(3) ofPL lOI«37, approved June 15, 1939003 Stat. 
72). 
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Program participation; 

(ii) the failure of the concern to engage in business 
practices that will promote its eompetitiveness within a reasonable period of time as 
evidenced by, among other indicators, a pattern ofunjustified delinquent performance or 
temtinarlons for default with respect to contracts awarded under the authority ofsection 8(a); 

(iii) a demonstrated p-.n of failing to make required 
submissions or responses to the Administration in a timely manner; 

(iv) the willful violation ofany rule or regulation ofthe 
Administration pertaining to material issues; 

(v) the debarment ofthe concern or its disadvantagod 
owners by any .gency pursuant to subpart 9,4 of title 48, Code ofFederal Regul.tions (or any 
successor regulation); or 

. (vi) the eonviction of the disadvantagod 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 ofsection 16, For 
purposes of this clause, no termination action sludl be taken with respect to a disadvantagod 
owner solely because of the conviction ofan officer of the concern (who is other than a 
disadvantagod owner) unless such owner conspired with, abetted, or otherwise knowingly 
acquiesced in the activity or omission that was the basis ofsuch officer's conviction. 

(G) The Director of the Division may initiate a termination Tennination 

proceoding by """,nuneading 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, detennines such termination is appropriate, v;ithin 15 days after 
making such a determination the Program Participant shall be provided a written notice of 
intent to terminate, specifying the reasons for such action, No Program Participant sludl be 
terminatod from the Program pursuant to subparagraph (F) without first being affordod an 
opportunity for a hearing in accordance with "",lion 8(a)(9). 

(H) For the purposes of sections 7(j) and 8(a) the term "gratiunted" "Graduated." 
or "graduation" means that the Program Participant is =gniaod as successfully eompleting "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 noder this section or section 8(.), 

(I)'" (i) During the developmental stage of its participation in 
the Program, a Program Participant shall take all reasonable efforts within its control to attain 

11~Subsection 7GXIO)(I) added by § 303(a) ofPL 100-656, approved Nov. 15, 1988, (102 Stat. 38681 effective June 1. 
per § S03(b)(1)(B) thereof. This change failed to include the section designation (1), which was added by § 1O(b) ofPL 
101-37, approved June 15, 19!W (103 Stat. 73). 
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the targets contained in its business plan for contracts awarded other than pursuant to section 
Business8(a) (hereinafter referred to .. "business activity targets."). Such efforts shan be made a part 
activityofthe business plan and shall be sufficient in scope and duration to satisfy the Admi.ttistrntion rug .... 

that the Program Participant will engage [sic] a reasonable marketing stralegy that will 
maximize its potential to achieve its business activity targets. 

(ii) During the transitional slage of the Program a Program 
Participant shall be su~ect to regulations regarding business activity targets that are 
promulgated by the Administration pursuant to clause (iii). 

(iii) The regulations merred to in clause (ii) shall: 

(1) establish business activity targets applicable to 
Program Participants during the fifth year and each succeeding year of Program Participation; 
such targets, for such petiod of time, shall reflect a reasonably consistent increase in contracts 
awarded other than pursuant to section 8(a), expresaed as" 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 ofthis subparagraph;'" 

(II) require a Program Participant to attain its 
business activity targets; 

(III) provide that" before the receipt of any contract 
to be awarded pursuant to section 8(a}, the Program Participant (ifit is in the transitional 
stage) must certify that it bas complied with the regulations promulgated pursuant to 
subclause (II») 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 ofsuch Participant's business plan; and 

(V) authorize the Administration to take appropriate 
remedial measures with respect to a Program Participant that h .. foiled to attain • required 
business activity target for the purpose ofreducing such Participant's dependence on 
contracts awarded pursuant to section 8(.); such remedial actions may include, but are not 
lintitcd to assil;ting the Program Participant to expand the dollar volume ofits 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 tetmination, 
remedial measures taken pursuant to this subclause shall not be reviewable pursuant to 
section 8(.)(9). 

~1:SJune I, 1989, per § 803 ofPL lOO-656, approved Nov. IS, 19&8 (102 Stat, 3899). 
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(J)'76 (i) The Administration shall conduct an evaluation of a 
Program Participant's eligibility for continued participation in the Program whenever it 
receives specific and credible infonnation 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 Participanfs eligibility for award of any 
contract under the authority ofsection 8(a) may be suspended'" pursuant to subpan 9.4 of 
title 48, Cnde ofFederal Regulations (or any successor regulation). 

(ii) (I) Except as authorized by subelause (II) or (III), 
no award shall be made pursuant to section 8(a) to other than a small business concern. 

(11)'78 In detennining the size ofa small business 
concern owned by a socially and economically disadvantaged Indian tribe (or a whoUy , 
o"ned business entity of such tribe), each fum's size shall be independently detennioed 
without regard to its affiliation with the tribe, any entity of the tribal government, or any 
other besiness enterprise owned by the tribe, unless the Administrator d.tennine, that one or 
more such tribally ov.ned business concerns have obtained, or are likely to obtain, a 
substantial unfair competitive advantage within an industry category. 

(III) Any joint venture established under the 
authority ofsection 602(b) ofPublic Law 100-656, the "Business Opportunity Development 
Reform Act of 1988", shall be eligible for award ofa contml)t pursuant to section B(a). 

(11) (A) The Associate Administrator for Minority Small Business and Eligibility of 

Capital Ownership Development sball be responsible for coordinating and formulating participants. 
policies relating to Federal Assistance to small business concerns eligible for assistance under 
section 7(i) of this Act and small business concerns eligible to receive contracts pursuant Ie 
section 8(a) of this Act. 

(B)179 (i) Except as provided in clause (iii), no individual who 

"'Subsection 7fj)(IO)(J) added by § 206 ofPL IQ0.656, approved Nov. 15. 1988 (102 Stat 3861). 

tnPhrase "«terminated" deleted by § 6{a) ofPL 101·37. approved June 15, 1989 (103 stai. '12), 

'''Su_tions 70)(I0)(J)(II) and (III) added by § 204(3) efH. 101-574. approved Nov. 15.. 1990, 

"'Subsection, 7G)(11)(8) through (H) added by § 201(a} ofPI, 100.656, approved Nov. 15, 1981! (102 gmt. 3856). effective 
June I, 1989, per § 803(b)(I)(A) thereof. Subsection 70)(11)(8) rewritten by § 4(1) ofPL 101·37, approved June 15, 1989 
(103 Stat 70) and effective June I. 1989, per § 32 of PL 101-37. The text of prior subsection 1(j)(11)(B)reprinted below: 

Except as provided in section 602(d) of the Business Opportunity Development Refonn Act of 198&, any individual 
upon \\>llom eligibility is based pursuant to section 8(a}(4), shall be pennitted to assert such eligibility foronl1! 0 

small business concern. Notwithstanding the provisions of the preceding sentence, DO individual wht) was 
determined pursuant to section 8(a) to be socially and economically disadvantaged before the effective date 
subparagraph shall be pcnnitted to assert such disadvantage with respect to any other concern making application 
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was determined pursuant to section 8(.) 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. 

(ii) Except as provided in clause (iii), any individual upon 
whom eligibility is based pursuant to section 8(.)(4) shall be permitted to assert such 
eligibility for only one small business concern. 

(iii) A socially and economically disadvantaged Indian tribe 
may ovvn more than one small business concern eligible for assistance pursuant to section 
70)(10) and section 8(8) if

(I) . the Indian tribe does not own another firm in the 
same indusll)' which has been determined to be eligible to receive contracts under this 
program, and 

. (II) the individuals responsible for the management 
and daily operations of the concern do not manage more than two Program Participants. 

(C) No concern, previously eligible forthe award ofcontrnets 
pursuant to section 8(0), shall be subsequently reeerlified for program participation if its prior 
participation in the program was concluded for any ofthe reasons described in paragraph 
(I0)(E). 

(D) A concern eligible for the award ofcontracts pursuant ro this 
subsection shall remain eligible for such contracts if there is a transfer ofownership and 
control (as defitted pursuant to section 8(a)(4» to individuals who aredetennined to be 
socially and economically disadvantaged pursuant to section 8(.). In the event ofsuch a 
transfer, the concern. ifnot terminated or graduated) shall be eligibJe for a period of 
continued participation in the pr~gram not to exceed the time limitations prescribed in 
paragraph (15). 

Division of
(E) There is established a Division of Program Certification and Prognun

Eligibility (hereinafter referred to in this paragraph as the "Division") that shall be made part Certification 
of the Office ()fMinority SmaIl Business"· nod Capital Ownership Development. The and Eligibility, 
Division shall be beaded by a Director who shall report directly to the Associate 
Administrator for Minority SmaIl Business nod Capital Ownership Development. The 
Division shall establish field offices within such regional offices of the Administration as 
may be necessary to perfonn efficiently its functions and responsibilities. 

Functions, 
--------------------~-----------------

for certification after such effective datc. 

18QThe phrnse "Office of Minority Small BU$ineS5~ substituted for "Office of the Associate Administrator for Minority SmaiJ 
Business" by § ~'2) ofPL 101-37, approved June 1$, 1989. Section 4(3) ofPL 101-37 substituted "the Associate 
Administrator for Minority Small Business and Capital Ownership Development" for "such AssoCiate Administrator," 
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(F) Su~ect to the provisions of section 8(a)(9), the functions and 
responsibility of the Division are to-

(1) receive, review and evaluate applications for 
certification pursuant to paragraphs (4), (5), (6) and (7) of section 8(a); 

(ii) 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, ifnot, what matters must he rectified; 

(iii) render recommendations on such applications to the 
Associate Administrator for Minority Small Business and Capital Ownership Development; 

(iv) review and evaluate financial statements and other 
submissions from concerns participating in the program established by parag,apb (10) to 
ascertain continued eligibility to receive subcontracts pursuant to section 8(a); 

. (v) make a request far the initiation aftennination or 
graduation proceedings, as appropriate, to" 1 the Associate' Administratot for Minority Small 
Business and Capital Ownership Development; 

(vi)'" make recommendations to the Associate Administrator 
for Minority Small Business and Capital Ownership Development ronceming protests from 
applicants that have baen denied program admission; 

(vii)1l33decideprotests regarding the status ofa concern,as a ,\ 
disadvantaged concern for purposes of any program or activity conducted under the authority 
of subsection (d) ofsection 8, or any other provision ofFedetal law that references such 
subsection for a definition of program eligibility; and 

~31"to" substlruted for "with" by § 4(4) ofPL 101·37, infra. 

mSubsection 7(j)(11)(F)(vi) rewritten by § 4(5) ofPL lOJ~37. amm. Text afformer subsection 7(j)(1 l)(F)(vi) reads; " ... 
decide protests from applicants. that have been denied pro~ admission.... 

1&lSection 221 ofPL 102-366, approved Sept. 4, 1992 {1M Stat m~Provides; 

(a) A decision issued pursuant to section 7(j)(H )(F}(vii) ofthe Small Business Act shall- , 

(1) be made available to the protestor, the protested party, the contracting officer (ifnot the protestor). 
and aU other parties tQ the prQ(:eeding. and published in full text; and 

(2) include fmdings of fact and conclusions of law, with specific reasons supporting such fmtiings or 
COhC!USIOOS j upon eacb material issue of fact and law of decisi<mai signifkance regardUtg the: disposition of the 
protest. 

. 
(b) A decision issued under section 7G)(ll)(F)(yii) ofthe Small Business Act that is issued prior to the 
enactment afthis Act shall not have value as precedent In deciding. any subsequent protest until such time as 
decision is published in fun text. 
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(viii) implement such policy directives as may be issued by 
the Associate Administrator for Minority Small Business and Capital Ownership 
Development pursuant to subparagraph (l) regarding, among other things, the geographic 
distribution ofconcerns to be admitted to the program and the industrial make-up of such 
concerns; 

(G) An applicanl shall nol be denied admission into the program 
established by paragraph (10) due solely 10 • determination by the Division thaI specific 
contract opportunities are unavailable to assist in the development of such concern unless .... 

(i) the Government bas not previously procured and is 
rtalikely 10 procure the types ofproducts or services offered by the concern; or 

(ii) the purchases ofsuch products or services by the 
Federal Governmenl 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.. 

Application(H)'" NOIIater than 90 days after receipt ofa completed application
review.

for Program certification, the Associate Administrator for M~nority Small Business and 
Capital Ownership Development shall certify a small business concern as a Program 
Participant or shall deny such application. 

(l) Thirty days before the conclusion ofeach fiscal year, the 
Director of the Division shaH review all concerns that have been admitted. into the Program 
during the preceding 12-month period. The review shall ascertain the number ofentrants, 
their geographic distribution· and industrial classification. The Director shall also estimate 
the expeeted growth of the Program during the neXi fiscal year and the number of additional 
Business Opportunity Speeialists, ifany, 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 October 31 of each year, issue policy and 
program direc.ives applicable 10 such fiscal year thal-

(i) establish priorities ror the solicitation ofprogram 
applications from underrepresented regions and industry categories; 

(ii) assign staffmg leve!s and allocate other program 
resources as necessary to meet program needs; and 

(iii) establish priorities in the processing and admission of 

HfSubsection 7(j)(II)(H) renumbered as 7(j)(! l)(l) and new subsection 7(j)(1IXH) added by section 4(9) ofPL HH~37, 
l!l!Jml
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new Program Participants as may be necessary to achieve an equitable geographic 
distribution ofconcerns and a distribution ofconcerns 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 shall give due consideration to those industrial 
categories where Federal purchases have been substantial but where the participation rate of 
such concerns has been limited. 

(I2)'" (A) The Administration shall segment the Capital Ownership 
ProgramDevelopment Program into two stages: a developmental'" stage; and a transitional stage. 
s~es, 

Developmenta(B) The developmental stage ofprogram participation shall be stage,
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 .!dlls. 

Transitional{el The transitional stage ofprogram participation shall be stage.
designed to overcome, insofar as practicable, the remaining elements of economic 
disadvantage and to prepare such concern for graduation from the program. 

(13)107 A Program Participant, if otherwise eligible, shall be qoalified to 
receive the following assistance during the stages ofprogram participation specified in 
pamgrapb 12: 

(A) Contract suppon pursuant to section 8(a). 

(B) Financial assistance pursuant to section 7(a)(20), 

(C) A maximum oftwo exemptions from the requirements of 
section I(a) of the Act entitled "An Act providing conditions for the purcbase ofsupplies and 
the mal<ing ofcontracts by the United States, and for other PUlJlQses". approved June 30, 
1936 (49 Stat. 2036), which exemptions shall apply only to contracts awarded pursuant w 
section 8(a) and shall only be used to allow for contingent agreements by a small business 
concern to acquire the machinery, equipment. facilities, or labor needed to perform such 
contracts, No exemption shall be made pursuant to this subparagraph if the contract W which 
it penains has an anticipated value in excess 0£$1O,000,000. This subparagraph shall cease 
to be effective on October 1, 1992. 

le3Subsection 7(j)(12} added by § 301(a) ofPL 100-656, supra. 

Assistance 

18~Jn subse¢tioo 7G)02)(A), "developmental" substituted for "development" by § 8(aXl) ofPL 101~37, approved June 15. 
1989 (103 Stat. 72). In subsection 7(j)(12)(B), "in its effort" added by § 8(a)(2) ofPL 101-37, supra. 

"'Subsection 7UKt)) added by § 301(b) ofPL 100·656. approved Nov. 15. 1988 (102 Stat. 3865), efi'e<tive October I. 
1989, per § 803(b)(3)(D) thereof 
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(D) A maximum offive exemptions from the requirements ofthe Miller A<t 
Act entitled" An Act requiring contracts for the construction, alteration and repair ofany exemptions. 
public building or public work ofthe United States to be accompanied by a perfurrnance 
bond protecting the United States and by an additional bond for the protection ofpersons 
fumishlng material and labor for the construction, alteration, or repuir of said public 
buildings or public works", approved August 24,1935 (49 S~ 793), which exemptions sball 
apply only to contracts awarded pursuant to section 8(0). except that, such exemptions may 
be granted under this subparagraph only if

(i) the Administration finds that such concern is unable to 
obtain the requisite bond or bonds from a surety and ther no surety is willing to issue a bond 
subject to the guarantee provision oftitle IV of the Small Business Investment Act of 1958 
(15 U.S.C. 692 et seq.); 

(ti) the Administration and the agency providing the 
contraeting opportunity have provided for the protection ofpersons furnishing 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 ofwhich are insured by the 
Federal Deposit Insurance Corpomtion; and 

(iii) the conlmet to which it per1JIin.s does not exceed . 
$3,000,000 in amount. This subparagraph ,hall cease to be effective on October I, 1994.'" 

Training(E) financial assistance whereby the Administration may purchase 
assistance.in whole or in part. and on behalf of such concerns~ skills tntining or upgrading for 

employees or potential employees of such concems,1S9 Such assistance may be made 
without regard to section 18(a). Assistance may be made by direct pnyment to the training 
provider or by reimbursing the Program Participant or the Participant's employee, ifsuch 
reimbursement is found to be reasonable and appropriate. For purposes ofthis subparagraph 
the tenn ..training provider" shall mean an institution ofhigher education, a community or 
vocational college, or an institution eligible to provide skills training or upgrading under the 
. Job Training Partnership Act (29 U.S.C. ISO I et seq.). The Administration shall, in 
consultation with the Secretary of Labor, promulgate rules and regulations to implement this 
subparagmph that establish acceptable training and upgrading performance standards and 
provide for such monitoring or audit requirements as may be necessary to ensure the integrity 
ofthe training effort No finsnciaJ assistance shall be granted under the subparagraph unless 
the Administmtor determines that

aeEltplration date; changed from Oct: I. 1992, to Oct. I, 1994, by § 206 ofP,L, 101-574, approved Nov, 15, 1990 {1M Stat. 
2820). 

mSecQnd sentence of subsection 1(j)(13)(E) replaced by current seCQnd and third sentences by § 8(b) ofPL 101 4 37, 
approved June 15. 1989 (103 Stat. 72). Prior text read: 

Such fmandal assistance may be made without regard to section 18(a), shall be made by way of reimbursement to 
the training provider. and shall have Mh adjustments as may be necessary to provide for overpayments or 
underpayments. 
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(i) such concern has documented that it has fust explored 
\he use ofexisting cost-free Or cost-subsidized training programs offered by public and 
private sector agencies wmking with programs of employment and training and economic 
development; , 

(ii) no more than five employees or potential employees of 
such concern are recipients of any benefits under this subparagraph at anyone time; 

(iii) no more than $2,500 shall be made available for any 
one employee or potential employee; 

(iv) \he length of training or upgrading financed by this 
subparagraph shall be no less than one month nor more than six months; 

(v) such concern has given adequate assurance it will 
employ \he trainee Or upgraded employee for at least six months after the training or 
upgrading financed by this subparagraph has been completed and each trainee or upgraded 
employee has provided a similar assurance to remain within the employ of such concern for 
such period; ifsuch concern, trainee, or upgraded employee breaches this agreement, the 
Administration shall be entitled to and shall make diligent efforts to obtain from the violating 
party the repayment ofall funds expended on bebalfofthe violating party. such repayment 
shall be made to the Administration together with such interest and costs ofcollection as may 
be reasonable; the violating party shall be barred from receiving any further assistance under 
this subparagraph; 

(vi) \he training to be financed may take place either at such 
concern's facilities or at those of the training provider; and 

(vii) such concern will maintain such records as the 
Administration deems appropriate to ensure that the provisions ofthis paragraph and any 
other applicable law have not been violated. 

(F) The transfer oftechnology or surplus property owned by \he 
United Slates to such a concern, Activities designed to effect such transfer shall be 
developed in cooperation with the heads of Federal agencies and shall include \he tnmsfer by 
grant, licenset or sale of such technology or property to such a concern. Such property may 
be tnmsferred 10 Program Participants on a priority basis. Technology or pmparty tnmsferred 
under this subparagraph shall be used by the concern during the normal conduct ofits 
business operation and shall not be sold or transferred to any other party (other than the 
Govermnent) during such concern's term ofparticipation in the Program and for one year 
thereafter. 

(G) Training assistance whereby the Administration shall conduct 
training sessions to assist individuals and enterprises eligible to receive contracts under 
section S(a) in the development of bnsiness principles and strategies to enhance their ability 
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to suc«:ssfully compete for contracts in the marketplace. 

Joint(H) Joint ventures, leader-follow arrangements, and teaming 
ventures. 

agreements between the Program Participant and o!her Program Participaots and other 
business concerns with respect to con1racling opportunities for the researcb, development, 
full-scale eogineering or production ofmajor systems. Such activities sball ~ undertaken on 
the basis ofprogrnms developed by the agency responsible for the procurement of the major 
system, with the assistance of the Administration. 

(I) Traositional management business planning training aod 
technical assistance. 

(J) Program Participaots in the developmental stage of Program 
participation shall be eligible for the assistance provided by subparogrnphs (A), (B). (C). (D), 
(E), (F), and (0). 

(14)190 Program Participaots in the lIansiliooal stoge ofProgram participation 
shal! be eligible for the assistance provided by subparagraphs (A), (8), (F), (0), (H), and (1) 
ofparogrnph (13). 

Develop(15)'" Subject 10 the provisions ofparagraph (l0XC), a small business 
mrntal

concern may receive developmental assistance under the Program and contracts under section assistance, 
8(0) for a total period ofnollonger than nine yearn, measured from the date ofits certification term. 
under the authority of such section, of which

(A) no more than four years may be spent in the developmental 
stage ofProgram Participation; and 

(8) no more than five years may be spent in the transitional stage 

"fProgram Participation. 

(16)192 (A) The Administrator shall develop and implement. process for Da'" 
the systematic collection ofdata on the operations of the Program established pursuant 10 collection. 
paragraph (10). 

(B) Not later than April 30 ofe.ch year, the Administrator shall Report'" 
submil a report to the Congress on the Program that shall include the following: Conu.ss· 

19°5ection 7(j){14) added by § 301(c) ofPL' 100-656, approved Nov, 15, 19U 002 Stat. 3867). effective June t, 1989> per § 
S03(b)(I)(ll) thereof. 

"'New § 70)(15) added by § 202 ofPL 100-656. approved Nov. 15, 1988 (102 SUI. 3858). 

1925ectiQn 7(j)(\6) added by § 408 ofPL lOO¥656, approved Nov, 15. 1988 (102 Stat 3877). 
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(i) The average personal net worth ofindividnals who own 
and control concerns that were initially certified for participation in the Program during the 
innnediarely preceding fiscal year. The Administrator shall also indicate the dollar 
distribution ofnet worths, at $50,000 increments, ofall such individnals found to be socially 
and economically disadvantaged. For the first report required pursuant to tbls persgraph the 
Administrator shall also provide the data specified in the preceding sentence for all eligible 
individuals in the Program as of the effective dale of this persgraph . 

. (ii) A description and estimate of the benefits and costs that 
have accrued to the economy and the Government in the innnediately pteceding fiscal year 
due to the operations ofthose business concerns that were performing contracts awarded 
pursuant to section 8( a). 

(iii) A compilation and evaluation of those business 
concerns that have exited the Program during the immediately preceding three fiscal years. 
Such compilation and evaloation shall detail the number ofconcerns actively engaged in 
business operations, these that have ceased or substantially curtailed such operations, 
including the reasons for such actions, and those concerns that have been acquired by other 
firms or organizations owned and controlled by other than socially and economically 
disadvantaged individuals. For these businesses that have continued operations after they 
exited from the Program, the Administrator shall also separately detail the benefits and costs 
that have accrued to the ecooomy during the innnediately preceding fiscal year due to the 
operations ofsuch concerns. 

(iv) A listing ofall participants in the Program during the 
pteceding fiscal year identif'ying, by State and by Region, for each firm: the name of the 
concern., the race or ethnicity I and gender of the disadvantaged owners,. the donar value ofall 
contracts received in the preceding year, the dollar amount ofadvance payments ieceived by 
each concern pursuant to contracts awarded nuder section 8( a), and a description including (if 
appropriate) an estimate of the dollar value of all benefits received pursuant to peragraphs 
(13) and (14) and section 7(a)(20) during such year. 

(v) The total dollar value of contracts and options awarded 
during the preceding fiscal year pursuant to section 8(.) and such amount expressed as a ' 
percentage of total sales of(I) all finns participating in the Program during such year; and (II) 
of finns in each of the nine years of program participation. 

(vi) A description ofsuch additional resources or program . 
authorities as may be required to provide the types ofservices needed over the next two-year 
period to service the expected portfolio offirms certified pursuant to section 8(.). 

(vii) The total dollar value ofcontracts 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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(k)'93 In carrying out its functions under subsections 7(i), 7(1) and 8(0)'94 of this 

(C) The first report required by subparagraph (B) shall pertain 
to fiscal ye.,. 1990. 

Adminis
tration.

Act, the Administration is authorized- functions, 

(I) to utilize, with their consent, the services and facilities of Federal 
agencies without reimbursement, and, with the consent ofany State or political 
subdivision of a State~ accept and utilize the services and facilities ofsuch State or 
subdivision without reimbmsement; 

(2) to accept, in the name ofthe 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, orintanglble, received by gift, devise, beques~ Or 'otherwise; 

(3) to accept voluntary and uncompensated services, notwithstanding Accept 
the provisions ofseelion 3679(b) <>fthe Revised Statutes (31 U.S.c. 665(b»; and voluntary 

service. 
[31 USC(4) to employ experts and consultants or organizations thereof a, 
665(8)].authorized by section 15 of the Administrative Expenses Act of 1946 (5 U.s.C. 550), 

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 afthe highest rate payable under section 5332 
of title 5, United States Code,''' including traveltime; and to allow them, while away 
from their homes or regular places of business) travel expenses (including per diem in 
lieu ofsubsistence) as authorized by section 5 ofsuch Act (5 U.S.C. 73b-2) for persons in 
the Government service employed intermittently, while so employed: Provided. 
however. that contracts for such employment may be renewed annually. 

(I) [RESERVED].''' 
Microloan 
program.(rn)191 MICROLOAN PROGRAM 
IS USC 636(m~ 

I\l3 Added by § 2(aX4) ofPL 93-386, approved Aug.. 23, 1974 (88 Stat. 742),lo. transfer similar authority from § 602 of 
the Economic Opportunity Act ofl964. 

I'NReference to "SCa)" added by § 205 ofPL 95-507) approved Oct. 24. 1918 (92 Stat.115n 

ISl'The clause "the daily equivalent ... United States Code" was added by § 104 ofPL 95-510, approved Oct: 24,1978 (92 
Stat 1780), effective Oct. 1, 1979. 

"'Subsection 7(1) was «pealed by § 107(d) ofP.L. 104-208, app<oved Sep•. 30. 1996 (110 Stat. 3009-732), Fortexl and 
legislative history offonner subsettion 7(1), please see previous edition ofthis Handbook 

"'Section 7(m) added by § 609(h)ofPL 102-140. approved OCI. 28, 1991 (105 SIst. 827), ~e'rion 6090) ofPL 102-140 
provides: "'Not later than 90 days after the date of the enactment ofthis Act, the Small Business Administration shall 
promulgate interim fmal regulations to implement the microloan demonstration program." Section 203 ofFL 103-403, 
approved Oct. 22. 1994 (108 Stat. 4181) provid.es: "The demonstration program established by subsection (h) shall 
terminate on October t, 1997." Section 201(e)(1) ofP.L. I05~l35, approved Dec, 2, 1991 (J 11 Stat. 2598), ::emoved the 

(Rev. 9. Chang.e I} 
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(I) (A) PURPOSES. The purposes of the Microloan Program are· 

(i)J93 to assist women, low·income. veteran (within the 
meaning of such term under section 3( q»,'9' and minority entrepreneurs and business 
owners, and other such individuals possessing the capability to operate successful 
business concerns; and 

(ii) to assist small business concerns in those areas 
suffering from a lack of credit due to economic downturns; 

. (iii) to establish a microloan program to be administered 
by the Small Business Administration·· 

(I) to make loans to eligible intennediaries to 
enable such intermediaries to provide small·seale loans, particularly 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 materials~ supplies, or 
equipment; 

(II) to make grants to eligible intermediaries 
that, together with non-Federal matching funds, will enable such intermediaries to 
provide intensive marketing, management, and technical assistance to microloan 
borrowers; 

(III) to make grants to eligible nonprofit entities 
that, togetiler with non~Federal matching fimds, will enable such entities to provide 
intensive marketing, management, and technical assistance to assist low~income 
entrepreneurs and other low~income individuals obtain private sector financing for their 
businesses) with or Vtithout loan guarantees; and 

(IV) to report to the Committees on Small 
Business ofthe Senate and the House ofRepresentatives on the effectiveness ofthe 
mieroloan program and the advisability and feasibility of implementing such a program; 
and 

word "Demonstration" throughout this subsection. Subsection 201(c)(4) ofthe same Public Law authorized the program 
thn>ugh fISCal year Z()()(). 

'''Parograph 7(mXIXA)(i) rewrl.en ,lighdy by § 113CaXIXA) ofPL 102-366, approved Sept " 1992 (106 Sial 989). 
Section t 14 ofPL I02~366 provides that "[NJot later than 4S day~afu:r the date ofenactment ofthis Act, the Small 
Business Administration shall promulgate interim fmal regulations to implement the: amendments made by this subtitle." 

lW The reference to veterans was added by § 403 ofP.l. 106-50:, approved August 17. 1999 (113 Stat 
246). 

:roone clause within the commas added by § 1 13(a){I)(B) ofPL 102~366. approved Sept 4, 1992 (l06 Stat. 989). 

(Rev. 9. Change I) 
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(iV)201 to establish a welfare-ta-work microloan initiative. Welfare-to

which shall be administered by the Administration, in order to test the feasibility of work 
initiative.supplementing the technical assistance grants provided under clauses (ii) and (iii) of 

20lNew clause 7(m)(I)(AXiv) added by § 202(a)(I)(C) ofP.L. 105~135. approved Dec. 2, 1997 (Ill Stat. 2598). 

(Rev. 9, Change 1) 
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subparagraph (B) to individuals who are receiving assistance ander the State program funded 
lUIderpart A oftitle IV of tho Soeial Security Act (42 U.S.C. wI et seq.), or under any 
comparable Stale funded means tested program ofassistance for low-income individuals, in 
order to adequately assist those individuals in

(1) establishing smail businesses; and 

(II) eliminating their dependence on that assistance. 

(B) ESTABLISHMENT. There is established a microloan 
program, under which tho Administration may

(i) make direct loans to eligible intennediaries, as provided 
under paragraph (3), for the purpose ofmaking Sholl-term, fixed interest rate microloans to 
startup, newly established, and growing small business concerns under paragraph (6); 

(il) in conjunction with such loans and subject to the 
requirements ofparagmph (4), make grants to such intennediaries 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 ofparagraph (5), make 
grants It.> nonprofit entities for tho purpose ofproviding marketing, managemenL and 
tecIinical assistance to low-income individuals seeking to start or enlarge their own 
businesses~ ifsuch assistance includes working with the grant recipient to secure loans in' 
amounts not to exceed $25)0002tl1 from private sector lending institutions, with or without a 
Joan guarantee from the nonprofit entity. 

Eligibility.
(2) ELIGIBILITY FOR PARTICIPATION. An intennediary sball be 

eligible to receive loans and grants under subparagraphs (B)(i) and (B)(ii) ofparagraph (1) if 
it

(A) meets the definition in paragraph (10); and 

(B) has at least I year ofexperience 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 to its 
honnwers. 

(3) LOANS TO INTERMEDIARlES.- Loans to 
intermediaries. 

(A) INTERMEDIARY APPLICATIONS. 

"'Amount changed from $15,000 by § 8(1) pfP.L. IQ3-81, approved August 13, 1993 (IQ7 SUIt 782). 

. 
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(i) IN GENERAL- As part ofils application for aloan, 
each imermediazy shall submit a description to the Administration of

(1) the type ofbusinesses to be assisted; 

(II) the size and range ofloans to be made; 

(111) the geographic area to be served and its 
economic and unemployment characteristics; 

(IV) the status of small business concerns in the area 
to be served and an analysis of their credit and technical assistance needs; 

(V) any marketing, managemen~ and technical 
assistance to be provided in connection with a loan made under this subsection; 

(VI) the loeal economiccredi! markets, inclading the 
costs associated with obtaining credit locally; 

(VII) 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)'O' SELECTION OF INTERMEDIARlES.-ln 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 a condition of any In,mnediaty 
loan made to an intennediary under subparagraph (B)(i) of paragraph (I), the Administration contribution. 
shall require the intennediary to contribute not less than 15 percent of the loan amount in 
cash from non-Federal sources. 

(C) LOAN LIMITS. Notwithstanding subsection (.)(3), no loan l.um 
sban be made Wlder this subsection if the total amount outstanding and committed to one " limits. 
intennediary (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 year of 

202Subcl.ause rewrinen to include references to SCORE and small bllsiness devetoprnem centerS by § 113(a)(2)(D) ofPL 1()2
366, appr<n'td Sept 4, 1992 (106 Slat. 990). 

'"'Thi, subparagraph added by § 113(a)(2)(E) arPL 102-366, apP,,,,",d Sept. 4, 1992 (106 Sial. 990). 
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, such intermediary's participation in the program, and $3,500,000'''' in the remaining years of 
,the intermediary!s participation in the program. 

Loan loss(D)205 0) IN GENERAL.-The Administmtor shall, by 
reservt fund.regulation. require each intennediary to establish a loan loss reserve fund, and to maintain 

such reserve fund until all obligations owed to the Administration under this subsection are 
repaid. 

(ii) LEVEL OF LOAN LOSS RESERVE FUND.

(I) IN GENERAL.-Subject to subelause (III), the 
Administrator shall require the loan loss reserve fund ofan intennedlary to be maintained at a 
level equal to 15 percent of the outstanding halance of the notes receivable owed to the 
inteenediary . 

(11) REVIEW OF LOAN LOSS RESERVE.-After 
the initial 5 years of an intermediary's participation in the p<ogram authorized by this 
subsection, the Ad.ministrator shall, at the request of the intennediary. conduct a review of 
the annual loss rate of the intennediary. Any intennediary in operation under this subsection 
prior to October I, 1994, that requests. reduction in its loan loss reserve shall be reviewed 
based on the most recent 5-year period preceding the request. 

(III) REDUCTION OF LOAN LOSS RESERVE.
Subject 10 the requirements ofclause IV, the Administrator may reduce the annual loan loss 
reserve requirement of an intermediary to reflect the actual average loan loss rate for the 

,, 	 intermediary during the preceding 5-year period, except that in no ease shall the loan loss 
reserve be reduced to less than 10 percent of the outstanding balance of the notes receivable 
owed to the intermediary. 

204Amount changed from $2,500,000 by § 201(0) ofP.L. 105-135, approved Dec. 2. 1997 {lll Stat. 2597), Amounl changed 
fium $1.250,000 It> $2,$00,000 by § 2il6 o[P,L. 10J-403,approved Oct. 22, 1994 (t08 _ 4181), 

2flSSubparagraph 7(m)(3)(D) rewritten by § 1 ofP.L. 1()6.,.22. approved April 27. 1999 (113 Stat, 36), Text of former 
,ubparagraph 7{m)(3)(D) is reprinted below: 

LOAN LOSS RESERVE FUND. The Administration sbalJ. by regulation. require each intennediary to establish a 
loan loss reserve fund. and to maintain such reserve fund ootil aU obligations owed to the Administration under 
this subsection are repaid. The Administration shall require the loan loss reserve fund to be maintained

(i) during the initial S years of the intermediW)"s participation in the program under this SUbsection, 
at a level equal to ootmore than 15 pereent of the outstanding balance ofthe ootes receivable nwed to the 
rntennediary; and 

(U) in each year of participation thereafter. at a level equal to not more than the greater of

(I) 2 times an amount reflecting the total losses ofthe intennediaty as a result of 
participation in the program Wlder this subsection, as dttem:tined by the Administrator on 0 cast:·by..-e1\Se basis; or 

(Il) 1() percent ofthe outstanding balanee of the notes receivable owed 10 the intermediary" 
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(IV) REQUIREMENTS.-The Administrator may 
\ 

reduce the annual loan loss reserve requirement ofan intermediary only if the intermediary 
demonstrates to the satisfaction ofthe Administrator thnt

(an) the average annual loss rate fur the 
intermediary during the preceding 5-year period is less than 15 percen~ and 

(bb) that no other factors exist thnt may 
impair the ability of the intennediary to repay all obligations owed to the Administration 
under this subsection. 

(E) UNAVAILABILITY OF COMPARABLE CREDIT. An 
intennediary may make o loan under this subsection ofmore than $15,000 to • small business 
concern only ifsuch small business concern demonstrates thnt it is unable to obtain credit 
elsewJJ.ere at comparable interest rates and that it has good prospectS for success, In no case 
sball an intennediary make a loan under this subsection ofmore than 525,000, or bave 
outstanding or eonunitted to any I bonnwer more than $25,000. 

(F)'" WAN DURATION; lNTERESTRATES.

(i) WAN DURATION.-- Loans made by the 
Administration under this subsection sball be for a term of 10 years. 

Inte~st rates.(ii) APPLICABLE INTEREST RATES. - Except as 
provided in clause (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 . 
detennined by the Secretary of the Treasury for obligations of the United States with a period 
ofmaturity of 5 years, adjusted to the nearest one-eighth of 1 percent. 

(iii) RATES APPLICABLE TO CERT AJN SMALL 
LOANS.- Loans made by the Administration to an intennediary that makes loans to small 
business concerns and entrepreneurs averaging not more than $7,500~ shall bear an interest 
mte thnt is 2 percentage points below the rate determined by the Secretary ofthe Treasury for 
obligations ofthe United States with'a period ofmaturity of 5 years, adjusted to the nearest 
one-<,ighth of I percent. 

(iv) RATES APPLICABLE TO MULTIPLE SITES OR· 
OFFICES.-- The interest rate prescribed in clause (ii) or (iij) shall apply to each separate 
loanmaking site or office of t intermediary only if such site or office meets the requirements 
of that clause. 

!!)GThis paragraph was rewritten, adding subparagraphs (\i) through (vii) by § II3{a)(3) ofPL 102~366, approved Sept. 4, 
(106 Stat 990). 
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(v) RATE BASIS.- The applicable rate of interest under 
this pamgraph shall-

(I) be applied retroactively for the frrst year of an 
intermediary's participation in the prognun, based upon the actual lending pmctices of the 
inlermediaxy as determined by the Admioistration prior to the end of such year; and 

(II) be based in the second and subsequent years of 
an intermediaxy's participation in the program, based upon the actual lending practices ofthe 
intermediary during the tenn of the intennediaxy's participation in the prOgraIn

(vii)[sic] COVERED INTERMEDIARIES.- The interest rates 
prescribed in this subparagrapb shan apply to all loans made to intennediaries under this 
subsection on or after October 28, 1991. 

(G) DELAYED PAYMENTS. The Administration shall not 
require repayment ofinterest or principal of a loan made to an intennediaxy under this 
subsection during the first year oftlte loan. 

(H) FEES; COLLATERAL. Except as provided in subpamgraphs 
(B) and (D), the Administration shall not charge any fees or require collateral other than an 
assignment of the notes receivable ofthe microloons with respect to any loan made to an 
intennediary under this subsection. 

(4)'°' MARKETING, MA'IAGEMENT A.'ID TECHNICAL ASSISTANCE Grants to 
GRANTS TO INTERMEDIARIES. Gmnts made in accordance with subparagraph (B)(ii) of intermediaries. 

paragraph (I) shall be subject to the following requirements: 

(Al GRANT AMOUNTS. Except as otherwise provided in 
subparagraph (C) and subject to'" subpamgraph (B), each intermediary that receives a loan 
under subpamgraph (Bl{i) of paragraph' (I) shall be eligible to receive a grant to provide 
marketing, management, and technical assistance to small business concerns that are 
borrowers under this subsection'·' Except as provided in subparagraph (C), each 

ll'l1The changes made to this parngraph by PL 102~366 are to be effecriveon October I, 1992, per § 113(b) ofPL l02w366. 
approved Sept 4, 1992 (106 Stat. 993). 

2°'Fint sentence was amended to include thereferenee to subparagraph (C) by § 113(a)(4XA) ofPL 102-366. ~ppmved Sept. 4. 
1992 {I06 S .... 991). ' , , 

20;The 1ast two Sf;!ntences of subparagrnph (A) were deleted and a new sen1enCc added by § J13(a)(4)(8) ofPL 102-366. The 
text ofthe deleted sentences follows: 

In,the first and ~ yearn ofan intemtediary's program participation, each intennediary meeting die requirement of 
subparagraph (B) may recei""e a grantofnot more than 20percem of the tOOlI outstandirig balance ofloansmade to it 
under this subsection. In the third and subsequent years ofan intennediary's prog:rnm participation, each intcrmediaty 
meeting the requirements ofsubparagrapb (8) may receive a gront of not more than 10 percent of the total outstanding 
balance ofloans made to it under this subsect1on, 

93 (Rev. 9) 



§ 7(rn)(4)(B) 10 
§7(m)(4)(C){ii) . 

SMALL BUSINESS ACT 

intermediary meeting the requirements of subpamgraph (B) may receive a grant ofnot more 
than 25 percent ofthe total outstanding balance of loans made to it under this subsection. 

(B) CONTRIBUTION. As a condition ofany grant made under 
subpamgrapb (A), except for a grant made to an intermediary that provides not less than 50 
percent of its loans to small business co..""". located in or owned by one or more residents 
ofan economically distressed area,210 the Administration shall require the intermediary to 
contribute an amount equal to 25 percent2ll of the amount of the grant, obtained solely from 
non-Fedeml 50=. In addition to cash or other direct funding, the contribution may include 
indirect easts or in-kind contributions paid for under non-Federal programs. 

(C)m ADDITIONAL. TECHNICAL ASSISTANCE GRANTS FOR Grants. 
MAKING CERTAlN LOANS.

(;)213 IN GENERAL.-In addition t<l grants made under 
subpamgrapb (A), each intennediary shall be eligible to receive a grant equal to 5 percent of 
the total outstanding balance ofloans made to the intermediary under this subsection if-

(I) the intermediary provides oot less than 25 
percent ofits loans to small business concerns located in or owned by one or more residents 
of an economically distressed area; or 

(11) the intermediary bas a portfolio ofloaos made 
under this subsection that averages oot more than $7,500 during the period of the 
intermediary's participation. 

(ii) PURPOSES.- A grant awarded under clause (i) may be 
used to provide marketing. management, and technical assistance to small business concerns 
that are borrowers under this subsection. 

"'Phrase beginning -"'ceptf.," addOO by § 208(a)(l) o(PoL. I03-«l3,approved Oct 22. 1994 (108 Stat 4181). Fora 
definition of"e«lIlOmialllydistress<d ....." see § 7(m)(II)(D). Section 2llS(c)ofP.L. 103-403 provides1h.. ['Ille amendm<mts 
made by this s.ettion shall remain in effect during the period beginning on the date ofenactment of this Act and ending on 
October 1, 199'i." 

"'Amount clmnged from .ne-haIf.. 25 percent by § I 1J(4){C) .rPL 102-366, approved Sept 4.1992 (106 StU. 991). 

mSubparagrapbs(C) and (D) added by § l13(a)(4)(D) ofPL 102·366. 

"'Clause 7(m)(4)(C){i) rewriuen by § 208(a)(2)ofP.L IOH03. approved Oct. 22. 1994 (108 sou. 4182). For a definition of 
"economically distressed area," see § 7(mXll)(D). Section 20S{c}ofP.L 103-403 provides "[tJhe amendmmlS made by this 
section shall remain in effect during the period beginning on the date ofenactment ofthis Act and ending on October I. 1997.~ 
Te'" offonner clause 7(m){4)(C){i) is reprinted below: 

Each intermediary that meets the requirements Qfsubparagrnpb (C) and that has a portfolio of loans made under this 
subsection that averages not more than $7,500 during the period ofthe intennediary's participation in, ~;.:::~~ 
be eligible to receive a grant equal to Spereent ofthe total outstanding. balance of loans made to the in 
this subseetion. in addition to grantS made under subparagraph (A). 
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c (iii) CON1RIBUTlON EXCEPTION.- The contribution 
requirements in subparagraph (B) do nol apply to grants msd. under this subparagraph. 

Eligibility for
(D) ELIGIBILITY FOR MULTIPLE SITES OR OFFICES.- The. muLtiple sites. 

eligibility for a grant described in subparagraph (A) or (C) shall be determined separately for 
each Joan-making site or office of 1 intennediary. 

(E)'" ASSISTANCE TO CERTAlN SMALL BUSINESS 
CONCERNS.

(i) IN GENERAL - Each intennediary may expend an 
amount not to exceed 25215 percent of the grant funds received under paragraph {I)(B)(ii) to 
provide information and technical assistance to small business concerns that are prospective 
borrowers under this subsection, 

(Ii) TECHNICAL ASSISTANCE - An intermediary may 
expend not more than 25 percent of !he funds received under paragraph (I )(B){ii) to enter 
into third party contracts for the provision oftechnical assistance. 

(F)21' SUPPLEMENTAL GRANT

. (i) IN GENERAL - The Administration may accept any 
funds transferred to the Administration from other departments or agencies of the Federal 
Government to make grantS in accordance wi!h this subparagraph and section 202(b) of the 
Small Business Reaulhnrization Act of 1997 to participating intermediaries and technical 

"'Subparagr.Iph 7(m)(4)(E) ""dod by § 207 ofP.L. IQ3-4U3. approv..! Oct 22, 1994 (108 Slat. 4181).. 

2!)Percentage amount changed from IS by § 201(d)(lXB) ofP.L. 105-135. approved Dec. 2. 1997 (lll Stat- 2598). Section 
201(dXI)(C} ofthe same Public Law added new clause (it). 

". New rubpanlgrnph 7(m)(4)(F) was added by § 202(a)(2) ofP.L. 105-1l5, approved Dec. 2, 1997 (Ill Su,. 2599). 
Section 202(b) ofP.L. 105-135 provi<ks: 

(0) TRANSFER OF FUNDS

(1) IN GENERAL - No funds are authorized to be appropriated or otherwise: provided to carry Out the 
grant program under set;tlon 7{mX4)(F) of the Smal1 Business Act (15 U.S.C. 636(m)(4)(F» (as added by this sectiool. 
except by transfer from another department or agen-ey ofthe Federal Government to the Administration in accordance with 
this subsection. 

(2) LIMlTATlON ON AMOUN1"S ~ The- toW amount transferred to the Administration from other 
departments and agencies of the Federal Government to carry out the grant program under section 7(m)(4}{F) ofthe Small 
Business Act (15 U.S,C. 636(m)(4)(f»(as added by this section) shali not exceed

(A) $3,000,000 fOf r"",,1 yead 998; 
(B) $4,000,000 for fis<:aI year 1999; and 
(C) $\,000,000 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 reJated services to recipients ofassistance under a State 
program described in paragraph (I )(A)(iv) at the tim. they initially apply for assistance under 
this subparagraph. 

(ii) ELIGIBLE RECIPIENTS; 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 ofwhom may receive a grant under this 
subparagraph in an amount not to exceed $200,000 per year. 

(iii) USE OF GRANT AMOUNTS· Grants under this 
subparagraph

(I) are in addition to other grants provided under 
this subsection and shall not require the contribution ofmatching amounts as a condition of 
eligibility; and 

(II) may be used by a grantee

(an) to payor reimburse a portion ofchild 
care and transportation costs of recipients ofassistance 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, managemen~ and 
technical assistance to recipients ofassistance described in clause (i). 

(iv) MEMORANDUM OF UNDERSTANDING - Prior to 
accepting any transfer of funds under clause (i) from a department or agency ofthe Federal 
Government. the Administration shall enter into a Memorandum ofUnders~ing with the 
department or agency, which shall

(I) specifY the terms and conditions of the grants 
l.Ulder this subparagraph; and 

(II) provide for appropriate monitoring of 
expenditures by each 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.(5) PRIVATE SECTOR BORROWING TECHNICAL ASSISTANCE 
GRANTS. Grants made in accordance with subparagraph (B)(iii) of paragraph (1) shall be 
subject to the following requirements: 

96 (Rev. 9) 



§ 7(m)(5)(A)lo 
§ 7(m)(6)(C)(ij) 

SMALL BUSINESS ACT 

(Al GRANT AMOUNTS. Subject to the requirements of 
subparagraph (B),21' the Administration may make not more than 25218 grants annually, 
each in amounts not to exceed $125,000 for the PUlpOscs specified in subparagraph (B)(iii) of 
paragraph (I). 

(B) CON1RIBUTION. As a condition of any grant made under 
subparagraph (A), the Administration shall require the grant recipient to contribute an 
amount equal to 20 percent of the amount of the grant, obtained solely from non-Federal 
sources. In addition to cash or other direct funding, the contribution may inclnde indirect 
costs or in-kind contributions paid for under non-Federal programs. 

Loans from(6) LOANS TO SMALL BUSINESS CONCERNS FROM ELIGIBLE 
intermediaries.INTERMEDIARIES.

(A) IN GENERAL. An eligible intermediary shall make short
tenn, fixed rat • .Ioans to startup, newJy established, and growing snrall business concerns 
from the fimds made available to it under subparagraph (BXi) ofparagraph (l) for working 
capital and the acquisition of material~ supplies, furniture. flxrures. and equipment.. 

(B) PORTFOLIO REQUIREMENT. To the extent practicable, 
each intennediary thiit operates a microloan program under this subsection shall maintain a 
microloan portfolio with an average loan size of not more than $10t OOO. 

(C) INTEREST LIMIT. Notwithstanding any provision of the Interest 
laws ofany 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 maximum rate ofinterest to be 
charged on a InicroJoan funded under this subsection shall'" oot exceed the rate of interest 
applicable to a Joan made In an intennediary by the Administration

(i) in the Case ofa loan of more than $7,500 made by the 
intennediary to a small business concern or entrepreneur by more than 7.75 percentage 
points; and 

(ii) in the case ofa loan of not mOTe than $7,500 made by 

m Phrase "in each of the .5 years of the demonstration program established under this subsection" by § 201(d)(2)(A) of P.l. 
J05-135, approved Dec. 2, 1997 (111 Stat 2598). Section 201(2)(2)(B) nfthe same Public Law deleted the phrase "for 
terms of up to 5 years" and replaced it with "annually.» 

ZI.8The number ofgrantsaUowed was changed from 2 to 6 by § JJ3(aX5)of PL 102-366, approved Sept. 4, 1992 (106 Stat. 
991). Thethange is to be effettive on Oct i. 1992, per § 113(0) ofPL 102-366, The number ofgrants was thanged again tol5 
and the IeIIn of5 years was added by § 8(2) ofP.L. 103·81, approved August n, 1993 (107 Stat. 782). 

:'l$interest limit was rewritten by § ! J3(aX6) ofPL 102·366. approved Sept. 4, 1992 (106 Stat. 991). which added paragr.lphs 
7{mX6){C)(i) and (ii). formerly, the interest limit was "not more than 4 percentage points-above the prime lending tate, as 
identified by the Administration and published in the Federal Register on 3 qnatterly baS-is," 
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tile intennediary to a srilall business concern or entrepreneur by more than 85 percentage 
points. 

(D) REVIEW RESTRICTION. The Administration shall not 
review individnal microloans made by intermediaries prior to approval. 

(E)220 ESTABLISHMENT OF CIDW CARE OR 
TRA."ISPORTATION BUSINESS - In addition to otller eligible small businesses concerns 
[sicJ. bonowers tmder any program tmder this subsection may include individnals who will 
use tile loan proceeds to establish for-profit Or nonprofit child care establishments or business 
providing for~profit transportation services. 

(7) PROGRAM FUNDING FOR MICROLOANS221_ 

(A) NUMBER OF PARTICIPANTS.--Durlng tile program 
authorized by this subsection, the Administration may :fund~ on a competitive basis, not more 
than 200 microloan programs. 

(8)222 ALLOCATION.

". New p""'grapb 7(m)(6)(£) added by § 202(aX3) ofP.L. 105-135, app,"ved D<c. 2. 1997 (Ill Stat. 2600). 

Z21Section 7(m)(7)rewritten by § 204 ofP.L. 103-403, approved Oct. 22. 1994 (10& Stat.4!81). Text of former § 7(mX7) 
reprinted b<:low: 

(A) FJRST YEAR PROGRA.f\1S, In the first year afthe demonstmtion program, the Administration is authorized 
to fund. on a competitive basis, not more than 60 micro.loan programs, including not less than I program to be located 
in each oftile following States: Arkansas. IllinQis, Iowa. J{(tllUcky, Maine, Minnesuta. New Hampshire, New York. 
Narth Carolina, Pennsylvania, South Carolina, and Wisconsin, If, at the end offiscal year 1992, the Adminis1ration has 
funded less than 50 microloan programs under this S\lbparagnaph, the Administration may, in iiseal year 1993. fund a 
number ofadditional microloan progra.rtl$ equal to the difference between 50 and the number ofmiaoloan programs 
a<:tually funded in fiscal year 1992. 

(B) EXPANDED PROGRAMS. in addition to any microloan progmms authorized to be funded in fiscal year 
1993 in accordance with subparagraph CA), in the second year of the demonstration program. the Administration is 
authOOzed to fimd up to SO additionru miCl'nIDan programs, 

(C) STATE LIMITATIONS. Inno=shall.S_ 

(i) be ,",'arded more than 4 microloanprograms in the flt$t 2 yeatS of the demonstration program nor 
more than 2 microloan programs in any year thereafter; 

(li) receive more than $1.500,000 to fimd such programs in such State's first year of participation; or 

(iii) receive more than $2,500,000 to fimd such programs in any succeeding year ofsuch State's 
participation, 

m Subparagrnph 7(m)(7)(B) was rewrinen by § 2(1) ofP.L. 106-22, aPP'"ved April 27, 1999 (ll3 Stat. 39). Text of 
fonner subparagraph 7(m)(7)(B) is reprinted below: 
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(i) MINIMUM ALLOCATION.- Subject to the 
availability uf appropriations, of the total amount ofnew loan funds made available for award 
under this subsection in each fiscal year, the Administration shall make available for award in 
each Slale (including the district of Columbia, the Commonwealth of Puerto Rico, the United 
Sllltes Virgin Islands, Guam, and American Samoa) an amount equal to the sum 0[.

0) the lesser 0[

(aa) $800,000; or 

(bbl _1I55 ufthe total amount ofnew loan 
funds made available for award uader this subsection for that fiscal year; and 

(ill any additiooal amount, as determined by the 
Administration. 

(ii) REDlSTRIBUTlON.-lf, at the beginning of the third 
quarter ofa 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 Administration may make that portion available for award in anyone or 
more Slales (including the District ofColumbia, the Commonwealth of Puerto Rico, the 
United StaleS Vi,rgin Islands, Guam, and American Samoa) without regard to clause (i). 

Equitable
(8f" EQUITABLE DISTRIBUTION OF INTERMEDlARlES.--In distribution of 

approving nucroloan program applicants and providing -funding 10 intermedjariesZZ4 under intermediaries. 
this subsection, the Administration shaIl select and provide funding to such intermediaries as 
will ensure appropriate availability of loans for small businesses in all industries located 
throughom each SlaIe, particularly those located in mban and in rural areas. 

Grants for 
technical 
assistance. 

STATE LIMITATIONS.-Durin, any fiscal year, a State shall not receive new loan funds from the Administration 
that exceed 125 percent of the State's pro rata share of tile microloan progratn authorization during such fiscal year, 
sueh share to be based on the population of the State, as compared to the total population ofthe United States. If.· 
bowever~at the beginning of the fourth quarter ora flSCltl year the Administration detennines that a portion of 
appropriated microloan funds are unlikely to be awarded during that year, the Administration may make additional 
funds available to a State in excess of 125 percent of the pro rata share of that State. 

223Section 7(mX8) rewritten by § 205 ofP.L. 103403, approved Oct. 22, 1994 (lOS: Stat. 4ISI). Former text of§ 7(mX8) is 
reprinred below; 

RURAL ASSISTANCE. In funding microloan programs. the Administration shall ensure that at least one-halfofthe 
programs funded under this subsection will provide microloans to small business coocerns located in rural arellij. 

224Phrases "and providing funding to intermediaries" and "and provide ~ding" were added by § 2(2) of P.L. 106-22, 
approved Apri! 21. t999 (Ill StilL 39). 
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(9)225 GRANTS FOR MANAGEMENT, MARKETING, TECHNICAL 
ASSISTANCE, AND RELATED SERVlCES

(A) IN GENERAL.-- The Adminisltation may procure technical 
assistance for intennediaries participating in the Microloan Program to ensure that such 
intennediaries bave the knowledge, skills, and Wlderstanding of microlendiog practice 
necessary to operate successful microloan programs. 

(B) ASSISTANCEAMOUNT.- The Adminisltation shall transfer 
7'" percent oHts arumal appropriation for loans and loan guarantees'" Wlder this 
subsection to the Adnlinistration's Salaries and Expense Account for the specific purpose of 
providing] or more technical assistance grants to experienced microlending organizations 
and national and regional nonprofit organizations that have demonstIated experience in 
providing training support for microenteIprise development and financing'" to achieve the 
purpose set forth in subparagraph (A). 

(Cf2> WELFARE-TO. WORK - Ofamounts made available to carry. 
WelfarMo

out the welfure-to-work microloan initiative Wlder paragraph (1)(A)(iv) in any fiscal year, the WI)B, 
Adminisrrati{)l1 may use not more than 5percent to provide technical assistance, either 
directly or thmugh conltactors, to welfare-to-work microloan initiative grant;les, to ensure 
that, as grantees they bave the knowledge, skills, and understanding ofmicrolending and 
welfare~t(}-work transition, and other relate(Hssues, to operate a successful welfare-to~work 
microloan initiative, 

(10) 	 REPORT TO CONGRESS. On November 1, 1995, the 
Report toAdminisrration shall submit to the Committees {)l1 Small Business of the Senate and the' 
Congress.House of Representatives a report, including the Administration's evaluation of the 

effectiveness ofthe fIrSt 3 112 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 an~ each grant to intennediaries; 

"'New pamgrnph (9) added by § 113('X9) ofpL 102-366 and f"""e< pan>grapb,(9)and (10) redesignated .. (10) and (II) by 
§ tIl(.X!) ofPL 102-366. Paragraph h""",,gchanged by § 2Q2(.)(4XA)ofP.L. 105·135, approved De<. 2. 1991 (111 _ 
2600). 

"'Amount chlillged from 3 percent by § 8(3) orp.L. 103-81. appcovedAugust Il, 1993 (107 Stat 182). 

mRef"""",to loan fllWlUl_added by §604(t) ofP.L. 103-403, appro..d Oct. 22, 1994 (108 Stat 4203). 

mReference tQ national and regional nonprofit organizations added by § 604(2) ofF.L. 103-403, appro-,,'ed Oct 22, 1994 (10S 
Stat 4203). 

'" New subparagraph 7(m)(9)(C) added by § 202(.)(4)(B) .fP.L. t05-l35, appwved Dee. 2. 1997 (II t Stat 2<iOO). 
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(C) a description nflbe matching contributions ofeach 
intermediary; 

(D) the numbers and amounts ofmicroloans made by the 
intermediaries to small business concern bolTOwers; 

(8) the repayment histOlY ofeach intermediary; 

(F) a description of the loan portfolio ofeach intermediary 
including the extent to which it provides microloans to small buainess coneerns in rural areas; 
and 

(0) any recommendations for legislative changes that would 
improve program operations, 

(11) DEFINITIONS, For purposes ofthi' subsection-

(i) a private, nonprofit entity; 

(ii) a private'''· nonprofit community development 
corporation; 

(iii)Z31 a consortium ofprivate, nonprofit organizations or 
nonprofit community development corporations; 

(iv) a quasi-governmental economic development entity 
(such as a planning and develnpment district), other than a State, county, municipal 
government. Of any agency thereof, if-

(I) no application is received from an eligible 
nonprofit organization; or 

(II) the AdministIation 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)'" an agency ofor nonprofit entity established by a Native 
American Tribal Government, 

"'The term "private" was added by § 307(0) ofPL 102·564. approved Oct 28. 1992 (106 _4264), 

231Subsection 7(rn)(11XA) was rewritten. including addItion ofsubparngraphs (li1)and (iv), by § 113(a)(IO){A)ofPL 102~366> 
approved Sept 4, 1992 (106 Stat. 992). 

"'Cta"", 7(m){II){A){v)added by § 202 ofP.L 103403. Bpproved Oct 22. 1994 (108 Stat. 4180), 

. 
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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-telTl1, fixed rate loan of not 
more than $25,000, made by an intermediary to a S1lIrtUp, newly established, or growing 
small business concern; 

(C) the term "rural area" means any political subdivision or 
unincorporated arca

(i) in a nonmetropolitan COtulty (as defmed by the 
Secretary of Agriculture) or its equivalent thereof; or 

(iil in a metropolitan county or its equ.ivalent that has a 
resident population of less than 20,000 if the Small Business Administration has determined 
such politieal subdivision or area to be rural; and 

(D)23' the term "economieally distressed atea", as used in paragraph 
(4), means a county or equivalent division oflocal government ofa State in which the small 
business contern is located, in which, according to the most recent data available from the 
Bureau of the Census, Department of Commerce, not less than 40 percent ofresidents have 
an annual income that is at or below the poverty level. 

(12)'" DEFERRED PARTICIPATION LOAN PILOT.-In lieu ofmaking 
direct loans to intermediaries as authorized in paragraph (l)(B), during fiscal years 1995 
through 1997, the Administration may, on a pilot program basis, participate on a deferred 
basis ofnot 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 entitiest subject to the 
following conditions: 

(A} NUMBER OF LOANS.--In cartying out this paragraph, the 
Administration shaH not participate in providing fmancing on a deferred basis to more than 
10 intermediaries in urban areas or more than 10 intennediaries in rural areas, 

(B) TERM OF LOANS.--The term of each loan shall be to years. 
During the first year of the loan, the intelTl1ediaty shall not be requined to repay any interest 
or principal. During the second through fifth years ofthe loan; the intermediary shall be .. 
required to pay interest only. During the sixth through tenth years ofthe loan, the 
intermediary shall be requ.ined to make interest payments and fully amortize the principal. 

·~MicrQloan." 

"Ruml area." 

"Economically 
distressed area." 

Deferred 
participation 
loan pilot. 

"'Subparagraph 7(m)(II)(D) added by p08(b)(2) "fP.L. 10,-403, approved OcL 22, t994 (lOS Sial. 41&2). Subsection 
20S(c) provides that "[t]he amendments made by this section shall remain in effect during the period beginning on the date of 
enactment ofthis Act and ending on October I, 1997." 

iJ4Paragraph 7(m)(J2) added by §201 ofP.L. 103-403, approved Oct 22, 1994 (108 Stat. 4180). 
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(e) INTERESTRATE.-The interest rate on each loan shall be 
the rate specified by paragraph (3)(F) for direct loans. 

Evaluation;(13f" EV ALUA TION OF WELFARE· TO-WORK MICROLOAN . 
report ;0

INITIATIVE· On January 31, 1999, and annually thereafter, the Administration shall Congress.
submit to the Committees on Small Business of the House ofRepresentatives and the 
Senate a report on any monies distributed pursuant to parngraph (4)(F), 

Repayment
(n),'" REPAYMENT DEFERRED FOR ACTIVE DUTY RESERVISTS.-· 	 deferral for 

active duty 
reservists,(1) DEFINITIONS,-In this subsection: 

"Eligible
(A) ELIGIBLE RESERVIST.-The term "eligible reservist" reservist.'" 

means a member of. reserve component of the Armed Forees ordered 10 active duty 
during. period of military conflict. 

(B) ESSENTIAL EMPLOYEE.-Theterm "essential "Essential 
employee" means an individual who is employed by a small business concern and whose employee." 

managerial or technical expertise is critical to the succ~ssful day*tO-<1ay operations ofthat 
small business concern. 

(e) PERIOD OF MILITARY CONFLlCT.-The term "period "Period of 
of military confUct" means-- military 

conflict." 
(i) • period of war declared by the Congress; 

(ii) a period of national emergency declared by the 
Congress or by the President; or 

(iii) a period of a contingency operation, as defmed in 
section 101 (a) of title 10, United States Code, 

"'Qualified 
(D) QUALIFIED BORROWER.-The term "qualified borrower." 

borrower" means

(i) 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 

(li) a small business concern that received a direct loan 
under subsection (a) or (b) before an eligible reservist, who is an essential employee, was 
ordered to active duty, 

m Paragraph 7(m)(tl) added by § 202(0)(5) ofP.L. 105·135, app,oved Dec. 2, t997 (III Sta .. 2(00). 

<:M New subsection 7(n} added by § 402(a) ofP,L. 106-50, approved August 17, 1999 (113 Stat. 244)_ 

(Rev. 9, Change I) 
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(2) DEFERRAL OF DIRECT LOANS.

(Al IN GENERAL.-The Administration shall, upon written 
request, defer repayment ofprincipal and interest due on a direct loan made under 
subsection (a) or (h), ifsuch 10llll was incurred by a qualified borrower. 

(B) PERIOD OF DEFERRAL.-The period ofdeferral for 
repayment under this paragrapb shall begin on the date on which the eligible reservist is 
ordered to active duty and shall tenninate 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.-Norwithstanding any other provision of law, during the period of deferral 
described in subparagraph (B), the Administration niay. in its discretion, reduce the 
interest rate on any loan qualifying for a deferral under this paragraph. 

(3) DEFERRAL OF LOAN GUARANTEES AND OTHER 
FINANCINGS.-The Administration shall

(AJ encourage intermediaries participating in the program 
under subsection (m) to defer repayment ofa loan made with proceeds made available 
tmder that subsection, ifsuch loan was incw:red by a small business concern that is 
eligible to apply for assiS1J!nce under subsection (h)(3); and 

(B) . not later than 30 days after the date of the enactment of this 
subsection, establish guidelines to-

0) encourage lenders and other intermediaries to defer 
repayment of. Or provide other relief relating to, loan guarantees Wlder subsection (a) and 
financing. under section 504 of the Small Business Investment Act of 1958 thaI 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 

(ii) implement a program to provide for the deferral of 
repayment or other relief to any intermediary providing relief to a small business 
borrower under this paragraph. 

§ 8. (a) (I) It shall be the duty oflhe Administration and it is hereby 
empowered, whenever it detennines such action is necessary or appropriate ~.. 

(A) to enter into contracts with the United Slates Government 
and any department, 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 ofthe Government having procurement powers 

(Rev, 9, Change n 
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that the Administration is competent 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 let such procmement contract to the Administration upon such tenns and 
conditions as may be agreed upon between the Administration and the procurement 
officer. Whenever the Administration and such procurement offioer fail to agree, the 
matter shall be submitted for determination to the. Secretary Qr the head of the appropriate 
department or agency by the Administrator. "'Not later than 5 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 to appeal such adverSe decision. and 
within 15 days ofsuch date the Administraror shall ftle a written request for a 
reconsider.tion ofthe adverse decision with the Secretary ofthe department or agency 
head, For the purposes ofthis subparagraph, a procurement officerts adverse decision 
includes a decision not to make available for award pursuant to this SUbsection a 
particular procurement requirement or the failure to agree on the tenus and conditio~ of 
a contraCI to be awarded noncompetitively under the authority of this SUbsection, Upon 
receipt of the notice of intent to appeal, the Secretary of the department or the agency 
bead shaH suspend further action regardi~g the procurement until a written declsion on 
the Administrator's request for reconsideration has been issued by such Secretary or 
agency head, unless such officer makes a written detennination 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 to perfonn 
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;233 

(B)239 to arrange for the perfomlaJ1ce of such procurement 
contracts by negotiating or otherwise letting subcontracts to socially and economically 

D1Sentences from "Not later than 5 days" 10 last sentence of paragraph added by § 303(d) of PL 100456. approved No,.-, 
15.1988 (102 SIJIt. 3810). 

23iLast clause added by § 921Cb)(2)ofPL 99-661, approved Nov. 14, 1986000 Stat. 3816). 

tl'Former § 8(a)(t)(B) deleted by § 207(1) ofP,L, 101·57 •• approved Nov, 1 S. 1990 (104 Stat 2820), Fonner § 8{a)(I)(C) 
renwnbered as § S(a)OXB) and new § 8(a)(l)(C) added by s.ections 207(3) and (4) of P.L. 101-574, respectively. Fonner § 
8{a)(I)(B)read, 

(B) to enter into cot:l1ral;:tS with such agency·. as shall be designated by the President. to furnish articles. 
equipment. supplies, services, or materials. or to perform construction work for such agency. In any case in which 
the Administration certifies to any officer ofsuch agency having procurement powers that the Administration is 
competent and responsible to perfonn any specific procurement contract to be let by any sucb offr<:er. sucll offICer 
shatllet such procurement contract to the Administration upon such terms and conditions as may be agreed upon 
between the Administration and the procurement officer, Ifthe Administration and such procurement officer fail 
to agree on such terms and conditions, either the Administration or such officer shall promPtly n9'tiiy. in writing, 
the head of su<:h agency. The head ofsuch agency shall have five days (exclusive ofSaturdays. Sundays, and legal 
holidays) to establish the tenns and conditions upon which StU:h proeurement contract may be let to the 
Administration, and sball communicate in writing to the Administration the terms and conditions so established. 

(Rev.~, Change I) . 
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disadvantaged small business concerns for c~ction work. services, or the 
manufacture, supply, assembly ofsuch articles, equipment, supplies, materials, or parts 
thereof, or servicing or processing in connection therewi~ or such management services 
as may be necessary to enable the Administration to perform such contracts; 

(C) to make an award to • small business concern owned and 
controlled by socially and economically disadvantaged individuals which has completed 
its period of Program Participation as prescribed by section 7(j)(l5), if-

(i) !be contract will be awarded as a result of an offer 
(including price) submitted in response to a published solicitation relating to a 
competition cooducted pursuant to subparagraph (D); and· 

(ii) 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; and240 

Within five days (exclusive ofSaturdays., Sundays. and legal holidays) after the receipt of such written 
communication. the Administration shall cfe(:ide whether to perfonn such procurement contract or withdraw its 
prior certificaticn that lhe Administration is competent a.nC responsible to perform such contratt; and 

• Before enactment ofPL 99-567, approved Oct 27. 1986 (100 Stat. 3183), former § 8(a)(1)(B) made an exception for the 
Department ofDefense. 

l~Sentence deleted by § 207(2) ofP.L. 1 01~S74 reads: "No contract may be entered into under subparagraph (8) after 
September 30, 1988." . 

(Rev. 9, Change I) 

104.2 



§ 8(a)(I)(D)(i) 10 
§ 8(a)(2)(C) 

SMALL BUSINESS ACT 

(D)". (i) A contrncl opportunity offered for award pursuant to 
this subsection shall be awarded on lhe basis of competition restricted 10 eligible Program 
Participants if-

(I) 1here is a reasonable expectstion that at least 
two eligible Program Participants will submit offetS and that award can be made at a fair 
market price, and 

(II) 1he anticipated award price oflh. contract 
(including options) will exceed $5,000,000 in the case of a contracl opporttstity assigned a 
standard industrial classification code for manofacturing and $3,000,000 (including options) 
in lhe case ofall o1her contrncl opportunities. 

(ii) The Associate Administrator for Minority Small 
Business and Capital Ownership Development, on a nondelegable basis, is aulhorized to 
approve a request from an agency to award • contract opportunity under this subsection on 
lhe basis of. competition restricted to eligible Program Participants even if the anticipated 
award price is not expected to exceed 1he dollar amounts specified in clause (i)(lI). Such 
approvals shall be granted only on a lintited basis . 

. (2) Notwithstanding subsections (a) and (c) ofthe first seetion oflhe Act 
entitled"An Act requiring contracts for lhe construction, alteration, and repair ofany puhlic 
building or public work ofthe United States to he accompanied by a perfurmance bond 
protecting lhe United States and by additional bond for lhe 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 SiaL 793), no small business concern sball be 
required to provide any amoWlt of any bond as a condition of receiving any subcontract 
under this subsection if the Administrator determines lhat such amounl is inappropriate for 
such concern in performing such contract: Provided, TItat the Administrator shall exercise 
lhe aulhority granted by lhe parngtaph only if -

_ormanc. 
bonds. 

[49 Slat. 19)1 

(A) lhe Administration Illkes such measures as it deems appropriate 
for the protection ofpersons furnishing materials and labor to a small business receiving any 
benefit pursuant to this paragtapb; 

(B) lhe Administration assists, insofar as practicable, a small 
business receiving lhe benefits of this paragraph to develop, within a reasonable period of 
time, such financial and other capability as may be nended to obtain such bonds as the 
Administration may subsequently require for lhe successful completion ofany program 
conducted under the authority ofthis subsection; 

(C) the Administration finds lhat such small business is unable to Surety bond 
obtain the requisite bond or bonds from a surety and that no surety is willing to issue such guarantee. 

[l5 USC 694'1. 

U~Se<;tion 8(a)(1)(D) added by § 303(b) ofPL 100-656. approved Nov. IS, 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 1958; and 

(D) the small business is detennined to be a startup concern and 
such concern has not been participating in any program cond""ted under the authority ofthis 
subsection for a period exceeding one year, 

The aulbority to waive bonds provided in this paragraph (2) may not be exercised after 
September 30,1988'" 

(3) (Af4Z Any Program Participant seleeted by the Administration to 
perfonn a contract to be let noncomperitively pursuant to this subsection shall, when 
practicable, parncipate in any negotiation ofthe terms and conditions ofsuch contract. 

"Fair market
(8) (i) For P1ll'JlOSCS ofparagrapb (1) a "fair market price" shall price," ,

be detennined by the agency offering the procurement requirement to the Administration, in 
accordance with clauses (ii) and (iii). 

(ii) The estimate ofa 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 or cost analysis. Such analysis may take mto 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 lbe Administration. 

(iii) The estim.ate of a current fair market price for a 
procurement requirement that has a satisfactory procurement history shall be based on recent 
award prices adjusted to insure comparability. Such edjustrnents shall take into account 
differences in quantities; performance times, plans~ specifications, transportation costs. 
packaging and packing costs, labor and materials costs, overhead costs, and any olber 
additional costs which may be deemed appropriate. 

(C) An agency offering a procurement requirement for potential 
award pursuant to this subsection shall, upon lbe request oflbe Administration, promptly 
submit to lbe Administration a written statement detailing the rnelbod used by the agency to 
estimate the current fair m~ket price for such contract, identifying the infonnation, studies, 
analyses, and olber 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 (olber lban the Administration). 

2tlProgram extended to Sept. 30, (988, by § 3 ofPL 99-561. approved Oct. 27, 1986 (100 Stat, 3188), no further extensions 
en.Cled. See § 70)(13) oflb< Act. 

"'S",tion SC.)(3)(A) rewritten and paragrnph' 8(.)(3)(8) through (D) added by § 303(e) ofPL 100·656, approved 
1988 (102 S"".3870). 
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(D) A small business concern selecred by the Administration to 
perform or negotiate a contract to be let pursuant to this subsection may request the 
Administration to protect the agency's estimate of the fair market price for such contract 
pursuant to paragraph (IXA). 

"Socially and(4) (A) For purposes of this section, the term "socially and economically
economically disadvantaged small business concern" means any small business concern disadvantaged 
which meets the requirements ofsubparagraph (B) and --. small business 

owned by
(i) which is at least 51 per centum unconditionally'" 

concern." , 

disadvantaged individuals, 
(1). one or more socially and economically 

. (11) an economically disadvaotaged lndiao tribe (or 
a wholly owoed bualoess entity of such tribe),'" or 

(Ill) an economically disadvaotaged Native 
Hawaiian organization, or 

(ii) in the case ofany publicly owned business, at least 51 
per centum of the stock ofwhich is unconditionally owned by-

(1) one or more socially and economically 
disadvantaged individuals, 

(ll) an economically disadvantaged Indian tribe (or 
a wholly owned business entity of such tribe), or 

(III) an economically disadvantaged Native 
Haw-aiian organization. 

(B) A small business concern meets the requirements: ofthis 
sobparagraph ifthe management and daily business operations of such small concern are . 
controlled by one or more 

(i) socially and economically disadvantaged individuals 
described in subparagraph (A)(i)(l) or subparagraph (A)(ii)(I), or 

H3'fenn "u.ru:onditionaUy" in subsections 8{a)(4)(A)(i) and (Ji) added by subsections 6(c)(1) and (2) ofPL HH~37, approved 
June 15, 1989{l03 Stat. 12), respectively. 

2HPhrase "or wholly 0\'<1100 business entity ofsuch tribe" in subsections 8(a)(4XA)(iXH) and 8(aX4)(AXiiXII) added by § 
204(bXl) and (2J, respectively, QfP.L. lO1-514 (t04 Stat. 2819), approved Nov. 15, 199ft 
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(ii) members of an economically disadvantaged Indian tribe 
described in subparagraph (A)(i)(1l) or subparagraph {A)(ii)(1I)'" or 

(iii) Native Hawaiian organizations described in 
subparagraph (AXi)(llI) or subparagraph (AXii)(lll). '" 

(elm E""h Program Participant shall certify, on an annual basis, that 
it meets the requirements of this paragraph regarding ownership and control. 

(5) Socially disadvantaged individuals are those who have been subjected Socially 

to racial or ethnic prejndice or cultural bias because of their identity as a member of a group disadv_d 
without regard to their individual qualities. individual.. 

Economically(6) (A) Economically disadvantaged individuals are those socially disadvantaged
disadvaataged individuals "nose ability to compete in the free enterprise system has been individual. 
impaired due to diminished capital and credit uppnrtunities as compared to others in the same 
bua1ness area who are not socially disadvantaged. In detennining the degree ofdiminished 
credit and capilat opportunities the Administration shall consider, but not be lintited to, the 
assets and net worth of such socially disadvantaged individual. In detennining the economic 
disadvantage of an Indian tribe, the Administration shall consider, where available. 
infonnation such as the following: the per capita income ofmembers ofthe tribe exc1uding 
judgment awards, the percentage of the locallndian pupulation below the poverty level, and 
the tribe's access to capital markets.246 

(B)m Each Program Participant shall annually submit to the 
Administration

(i) a personal financial statement for each disadvantaged 
owner; 

(ii) a record ofall payments made by the Prognun 
Participant to each of its disadvantaged owners or to any person or entity affiliated with such 

HSSection 8(a)(4) rewriuen by § HWI5 ofPL 99-272, approved April?, 1986 (100 Stat 370), to add "an economically 
disadvamagee Indian tribe" and its members to'the dermltlon of''sooiaUy and economically disadvantaged small business 
oontern." For defmition oflndian tribe, see § 3(aXI3). 

;mSection 8(a)(4) rewritten again to add "an economically disadvantaged Native Hawaiian organization" to the defmition of 
"socially and e<;OnQmicatly disadvantaged small business concern" by § 207(c) of PL 100·656, approved Nov. 15, 1938 (102 
Stat, 3861). For defmition of Native Hawaiian organization see § 8(a)( 1 :5), 

"'Section 8(aX4XC) added by § 209(b)ofPL IO()'656, approved Nov. IS, 1988 002 Stat. 3864). 

2~e.Last sentence added by § 8015{c) ofPL 99-272, approved April 7, 1986 (100 Stat. 371). 

"'Paragnphs 8(.)(6)(B) through (E) added by § 209(.) ofPL IOiHi56, approved Nov. 15, 1988 (102 Stat. 3863), 
October 1, 19&9, per § 803 thereof. 
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i 8(a)(6)(B)(iliJ to 
§ 8(a)(6)(E)(i) 

SMALL BUSINESS ACT 

owners; and 

(iii) such other information as the Administration may deem 
necessary to make the determinations required by this paragraph. 

(e) -(i) Whenever, on the basis ofinformation provided by a 
Program Participant pursuant to subparagraph (8) or otherwise, the Administration has . 
reason to believe that the s1andards to establish economic disadvantage pursuant to 
subparagraph (A) have not been me~ 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 entetprise system due to diminished capital'and credit 
opportunities when compared to other concerns in the same business area, which are not 
socially disadvantaged. 

(ii) Ifthe Administration determines, pursuant to such 
review. that a Program Participant and its disadvantaged owners are no longer economically 
disadvantaged for the purpose ofreceiving assistance undar this subsection, the Program 
Participant shall be graduated pursuant to section 7GXl O)(G) sui1ject to the right to a hearing 
as proVided for under paragraph (9). 

(0) (i) Whenever. on the basis of information provided by a 

Program Participant pur-mant to subparagraph (8) or otherwise, the Administration bas 

reason to believe that the amount offunds 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 hav'e been unduly excessive, the Administration shall 

conduct a review to detennine whether such withdrawal of funds or other assets was 

detrimental to the achievement of the targets, objectiv~'and goals contained in such 

Program Participant's business plan. 


(ii) If the Administration determines, pursuant to such 
review, that funds or other assets have been withdrawn to the detriment of the Program 

Participant's business, the Administration shall-

(I) initiate a proceeding to terminate the Program 
_ Participant pursuant to section 7G)(lO)(F), subject to the right to a bearing under paragraph 
(9); or 

(II) require an appropriate reinvestment of funds or 
other- assets and such other steps as the Administration may deem necessary to en.<>ure the 

protection ofthe concern. 


(E) Whenever the Administration computes personal net worth for 
any purpose under this paragraph, it shall exclude from such computation

(i) the value 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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§ 8(a)(6)(E)(li) to 
§ 8(,)(7)(B) 

SMALL BUSINESS ACT 

when comparing such boncerns to other concerns in the same business area that are owned by 
other than socially disadvantaged persons; 

(ii) the equity that disadvantaged owners have in their 
primary personal residences, except that any pnrtion ofsuch equity that is attributable to 
unduly excessive withdrawals from a Program Participant or a concern applying for program 
participation sball be taken into account 

(7) (A) No small business concern shall be deemed eligible for any Re""",abl, 
assistance pursuant to this subsection unless the Adntinistration detennlnes that with prospe<ts fur 
contract, financial, technical, and man,agement support the small business concern will be sucecss. 
able to perform contracts which may be awarded to such concern underpamgraph (1)(C) and 
has reasonable prospects for success in competing in the private sector.250 

(B)2Sl Limitations established by the Adntinistration in ita regulations 
and procedures restricting the award of contracts pursuant to this subsection to a limited 
numb<r ofstandard industrial classification codes in an approved business plan sball not be 
applied in • manner that inhibits the logical business progression by • participating small 
business concern into areas of industrial endeavor where such concern has the potential for 
success. 

) 

2~"Sect:ion 203 ofP,L. 101·574. approved Nov. 15. 1990, provides: 

(a) The SmaU Business Administration may prescribe a. minimwn period oftime during which a prospective Program 
Participant must be in operation in <mier to meet the eligibility requirements ofsection 8(a)(7)(A) of the Small Business Act 
(15 U.s.C. 637(aX7)(A», only ifthe Administration provides a waiver ofsuch minimum period as set forth in subsection (b). 

(b) (1) the Administration shall provide: that any requirement i1 estabHsbes regarding the period of time a 
prospective Program Participant must be in operation may be waived and, a prospective Program Participant wh(} otherwise 
meets the requirements ofsection 8{aX7)(A) <lfthe Small Business Act. shall be considered to have denu:mstrated reasonable 
prospects for success, if-· . 

(A) the individual or individuals upon whom eligibility is to be based have substantial and 
demonstrated business management experience; 

(B) me prOspective Program Participant bas demonstrated technkal expertise to carry out its business 
plan with a su:bstantiallikelihood for suCcess; 

(C) the prospective Program Participant has adequate capital to carry out if!. business plan; 

(D) the prOspective Program Participant has. or can demonstrate its ability to timely obtain. the 
personnel, facilities, equipment. and any other requirements needed to perform such contracts. 

(2) The authority to make the determination that a prilSpeCtive Program Participant has demonstrated its 
potential for success by meeting the criteria specified in paragrnpb (1) oftbis subsection shall be made by the 
Administrator of the Small Business Administration, or a designee ofsuch officer. 

"'Section 8(.)(7)(8) added by § JOJ(g) ofPL 100-656, approved Nov. 15, 1985 (102 Stat. 38n). 
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§ 8(a)(8) '" 
§ 8(a)(9)(E) 

SMALL EUSINESS ACT 

(8) All determinations made pursuant to paragraph (5).with respect to Prejudice or 

whether a group has been subjected to prejudice or bias shall be made by the Administrator bias 

after consultation with the Associate Administrator for Minority Small Business and Capital determination. 
Ownership Development All other determinations made pursuant to paragraphs (4), (5), (6), 
and (7) shall be made by the AssoCiate Administrator for Minority Small Business and 
Capital Ownership Development under the supervision of, and respoosible to, the 
Administrator.'" 

(9)'" (A) Subject to the provisions of subparagraph (E), the Procedural 
Administration''', prior to taking any action described in subparagrapb (B), shall provide the due process. 
small business concern that is the subject of such action, an opportunity for a bearing on the . 
record, in =dance with chapter 5 oftitle 5, United States Code. 

. (Bl The actions referred to in subparagraph (Al are

(i) denial ofprogram admission based upon a negative 
determination pursuant to paragraph (4), (5), or (6); 

(ii) a termination pursuant to section 7G)(I0XF); 

(iii) a graduation pursuant to section 7G)(1O)(G)"': and 

(iv) the denial of a request to issue a waiver pursuant to 
paragraph (21XS). 

(C) The Administration's'" proposed '"'tion, in any proceeding 
conducted under the authority of this poragrnph, shall be sustmned unless it i. found to be 
arbitrary~ capricious~ or contrary to law. 

(D) A decision rendered pursuant to this parngraph shall be the 
final decision ofthe Administration and shall be binding upon the Administration and those 
within its employ. 

(E) The adjudicator selected to preside over a proceeding 
conducted under the authority of this poragrnph shall decline to accept jurisdiction over any 
matter th.t·· 

mSection 8{a)(S) rewritten by § 105 ofPL 96-481. approved Oct 2J, 1980 (94 Stat. 2321). 

mSection 8(aX9) rewritten by § 409 ofPL 100.6$6, approved Nov" 15, 1988 (102 Stat. 3878). to spen out the procedural 
due process requirements for a denial ofassistance. 

1$t"Administrati(.n" substituted for "Administrator" by § 11( l) of PL 10 1~37. approved June is, 1989 (103 Stat. 14), 

mRefermce to "section 7(j){lOXG)~ changed from "section 7(j)(1O)(H)" by § 17(2) ofPL 101·37. supra. 
2s'''Admlnistmtjon's'' substiwted for "AdmInistrator's" by § 17(3) ofPL 101·31.~. 

111 (Rev. 9) 



i 

§ 8(a)(9)(El(i) I<> 
§ 8(a)(12)(A) 

SMALL BUSINESS ACT 

i I 

(i) does not, on its face, allege facts that, ifproven to be 
true~ would warrant reversal or modification ofthe Administration's position; 

(ii) is untimely filed; 

(iii) is not filed in accordance with the rules ofprocedure 
governing such proceedings; or 

(iv) has been decided by or is the subject ofan adjudication 
before a court ofcompetent jurisdiction over such matters. 

(F) Proceedings conducted pursuant to the authority ofthis 
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 Ou_. 
to infonn and recruit small business concerns to apply for eligibility for assistance under this 
subsection. Such program shall make a sustained and substantial effort to solicit applications 
for certification from small business concerns located in areas ofconcentrated unemployment 
or underemployment or within labor surplus areas and within Slates having relatively few 
Program Participants and from small disadvantaged business concerns in industry categories 
that have not substantially participated in the award ofcontracts let under the authority of this 
subsection,25'1 

(II) To the maximum extent practicable, construction subcontracts awarded 
by the Administration pursuant to this subsection shall be awarded within the county or State 
wbere the work is to be performed. 

Capability(I 2)'" (A) The Administration shall require each concern eligible to 
statements.receive subcontract. pursuant to this subsection to annually prepare and submit to the 

Administration a capability statement. Such statement shall briefly describe such concern's 
various contract perfonnance 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 contnwt support and those 
primarily requiring a national marketing effort. Slalements primarily dependent upon local 
contract support sball be disseminated to appropriate buying activities in the marketing area 
of the concern. The remaining 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 ofitems 
or services described on the capability statements, 

1~1Last sentence In § 8(a)(10) added by § 201(b) QfPL lQO~6S6. approved Nov. 15, 1988002 Stat. 3858) . 

.mSection 8(a)(12) rewritten by § 501 ofPL 100-656. approved Nov. 15, J988 (102 Stat. 3880), effective October ). 
pet § S03(b}(3)(C) thereof. For prior text, see § 202(a) ofPL 95·507, approved Oct. 24, 1978 (92 Stat:, 1757). 
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§ 8(a)(l2)(B) 10 
13(a)(U) 

SMALL BUSINESS ACT 

(B) Contracting activities receiving capability statements shall, 
within 6{) 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) Each executive agency reporting to the Federal Procurement 
Data System contract actions with an aggregate value in excess ofS50,OOO,000 in fiscal year 
1988, or in any succeeding fiscal year, shall prepare. forecast ofexpected contract 
opportunities or classes ofcontract opportunities for the next and succeeding fiscal years that 
small business concerns, ineloding those owned and controlled by socially and economically 
disadvantaged individuals, are capable ofperforming. Such forecast shall be periodically 
revisad during sueb year. To the extenl such information is available, the agency forecasts 
shall specify: 

<i) The approximate number of individual contract 
opportunities (and the number of opportunities within a class) 

(ii) The approximate dollar value, or range ofdollar values, 
for each contract opportunity or class ofcontract opportunities. 

(iii) The anticipated time (by fiscal year quarter) for the 
issuance ofa procurement request. 

(iv) The activity responsible for the award and 
administration ofthe contract. 

(0) The head ofeach executive agency subject to the provisions of 
subparagraph (C) shall within 10 days of completion furnish such forecasts 10

(i) the Director of the Office of Small and Disadvantaged 
Business Utilization established pursuant 10 section 15(k) for such agency; and 

(ii) the Administrator. 

(E) The information reported pursuant to subparagraph (0) may be 
limited to classes of ilems and services for whieb there are substantial annual purchases. 

(F) Such forecasts shall be available to small business concerns. 

(13)25' For purposes of this subsection, the tenn "Indian tribe" means any "Indian tribe," 

H9N'ew § 8(8)(13) added by § 110tS(d) ofPL 99-272, approved April?, 1986 (l00 Stat. 311), For defmitioa of "Qualified 
Indian TODe" under § 7. see § 3(d). 
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§ 8(.J(I3)(A) 'G 
§ 8(a)(14)(C) 

SMALL BUSINESS ACT 

,,Indian tribe" band, nation, or othat organized group or conununity of IndillnS, including any 
Alaska Native village or regional or village corporation (within the meaning ofthe Alaska 
Native Claims Settlement Act) which 

(A) is recognized as eligible fur the special progeams and services 
provided by the United States to Indians because of their stalUS as Indians, or 

(B) is recognized as such by the State in which such tribe, band, 
nation, group~ or community resides, 

(14)"'0 (Al A concern may not be awarded a contract under this 	 Composition 
oflabor force.subsection as a small business concern unless the concern agrees that 

(i) in the case ofa contract for services (except 
construction), at least 50 percent of the cost ofcontract performance incurred for personnel 
shall be expended for employees of the concern; and 

(ii) in the case ofa contract for procurement ofsupplies 
(other than procurement from • 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 
ofmaterials). 

(B) The Administrator may cbange the percentage under clause (i) 
or (ii) of subparagraph (Al ifthe Administrator determines that such cbange is necessary to 
reflect conventional industry practices among bu>;iness 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 l. 

(C) The Administration ,hall establish, through public rulemaking. 
requirements similar to those specified in subparagraph (Al to be applicable to contracts for 
general and specialty construction and to contracts for any other industry category not 
otherwise subject to the requirements ofsuch subparagraph. The percentage applicable to 
any such requirement sball be determined in accordance with subparagraph (Bl. except tbst 
such a percentage may not differ fi:cm a percentage establisbed under section 15(0 1for the 
same industry category.261 

""New § 8(.)(14) added by § 921(,)(1) GfPL 99-<>61, approved Nov. 14, 1986 (100 5w. 3816). 

2UReferen<:e to section 15(0) at end ofparagraphs (B)and (C) substituted for reference to section (5(11) by section 100,,11) 
PL 100-26, appt<>ved April 21, 1987 (101 SUL 273). 
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§ 8(.)(15) III 
§ 8(a)(16)(A) 

SMALL BUSINESS ACT 

(15)262 For purposes ofthls subsection, the term UNative Hawaiian "Native 

Organization" means any community service organization serving Native Hawaiians in the 	 Hawaiian 
Organi>ation."State of Hawaii which

(A) is a not-for-profit organization chartered by the State of 
Hawaii, 

(B) is controlled by Native Hawaiians, and 

(C) I whose business activities will principally benefit such Native 
Hawaiians. 

(16)'" (A) The Administration shall award sole source contracts under this 
Self· 
marketing, 

'''Section 8(3)(15) added by § i07(a) ofPL 100-656, approved Nov. IS. 1988 (H12 Slat. 38(1). Section 6(b) ofPL 101·37, 
approved June J5. 1989 (103 stat. 12) cl:tanged "organizations" to "Organization."

I
"'_ion 8('XI6)_ by POl(c) ofPL 100-656, approved Nov. IS. 198& (102 Stat. 3870). Section 6()2 ofPL 100-656 
(102 Stat. )887) provide" ' 

(a) Section '(a)(l~)...sha!1 not apply to Program Participants that are owned and controlled by e<lonomically' 
disadvantaged Indian tribes. as defmed pursuant to paragraphs (4) and (13) of section 8(a) of the Small Business 
Act. I ' , 

(b) The Adminiw!atlon is authorized to award a contract pursuant to section 8(a) of the Sma!) Business Act to 
a joint venture notwithstanding the size status ofsuch joint venture if-

I 
(I) a part)' to the joint venture is:a Program Participant that is owned and controlled by an 

economicalJy disadvan~ed Indian tribe (as deimed purs:uant to pamgraphs (4) and (3) ofsection Sea} ofthe Small 
Business Act; and , ,. 

(2) such Program Participant 
I 

(A) owns 51 per centum or more of suc:hjOlnt venture; 

@) is located on the reservation of such tribe; 

(C) perfortns most of its activities on such reservation; and 
I 

(0) I employs members ofsuch tribe far at least SO per centum afits total workforce. 

I 	 . 
(c) A Program Participant, as a party to ajointventure shall receive no more than two contracts due solely to 

the provisions of subsection (b).
I 

(d) The Administnilion may permit more than one smaU btlll!ness concern owned by a socially and 
eoooomically disadvantaged Indian tribe to be eligible for assistance pursuant to this section if-

I 
(I) the Indian tribe does oot own another f1i1:n in the same industry which has been determined to be 

eligible to receive contracts under this program, and 
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§ 8(a)(16)(A)(i) to 
§ 8(a)(17)(B)(iii) 

SMALL BUSINESS ACT 

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 perfonnance of such contract opportunity; 


(ii) the award of such contract would be consistent with the 

Program Participant's business plan; and 


(iii) the award oftbe contract would not result in the 

Program Participant exceeding the requirements established by section 70)(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)264 (A) An otherwise responsible business concern 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

manufacturer.to be let pursuant to this subsection or subsection (a) of section 15 solely because such 

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; 

(ii)265 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) be a regular 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 


'Jt?' (2) the individuals responsible for the management and daily operations of the concern do not manage 
\ ~,., more than two Program Participants. 
(} \\);l 

;:~J. ~\. (e) Subsection (b) shall· cease to be effective after September 30, 1994. [Sunset date changed from 1991 to 
.~ :-\ \0 \ 1994 by § 205(2) ofPL 101·574, approved Nov. 15. 1990 (104 Stat 2820)]. 

\""' WSection 8(aXI7) added by § 303(h) ofPL 100·656, approved Nov. 15, 1988 (102 Stat. 3872). 

26SNew subsection 8(a)(1 7)(B)(ii) added and existing subsections renumbered by § 10(e) ofPL 101·37, approved June 
1989 (103 Stat. 13). 
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§ 8(a)(l7)(6)(lv) to 
§ 8(a)(18)(<:)(I)

SMALL BUSINESS ACT 

section by section 7(j)(13)(C); and 

(iv)''' represent that il will supply the product ofa domestic 
small business manufucturer or processor, unless • waiver ofsucb requirement is granted-

I! (I) by the Admlnistrator, after reviewing a 
determination by the contracting officer that no small business manufacturer or processor can 
reasonably be expected 10 offer a product meeting the specifications (incloding period for 
..-f'onnance', 'Mnuired orb offeror by the solicitation; ort"-'~1 " ......"'1 I ! 

I . I (II) by the Administrator for a product (or class of 
products), after determirUng that no small business manufacturer or processor is available to 
participate in the Federal procurement market. 

I ' 
(18)'" (i>.) No person within the employ ofthe Administration shal!, SBA 

employees.during the term of such employment and for a period of two years after such employment has 
prohibitedbeen terminated, engage: ill any activity or transaction specified in subparagraph (B) with 
actions. 

respect to any Program Participant"" during sucb person's term ofemployment, ifsuch 
person participated personally (either diri:ctly or indiri:ctly) in decision-making 
responsibilities relating to such Program Participant or with respect to the administration of 
any assistance provided ~o Program Participants generally under this suhsoction, section 
7(1)(10), or section 7(0)(20). 

. i! 
(B)' The activities and transactions prohibited by subparagraph (A) 

mclude

(i) the buying, selling, or receiving (except by inheritance) 
ofany legal or beneficial ownership of stock or any other ownership interest or the right to 
acquire any such interest; , . 

, 

I (ii) the entering into Or execution of any written or oral 
agreement (wbether or not legally euforceable) to purchase or otherwise obtain any right or 
interest described in c1aJs~ (1); or 

(iii) the receipt ofany other benefit or right that may be an 
incident ofownership. 

(e) (i) The employees designated in clause (ii) shall annually 

, . 
HIISubsection 8(a)(17)(B)(iv) rewritten by § 210 ofP.L, 101-574, approved Nov. IS, 1990 (104 Stat. 2821)., ,

I 
"'Section 8(a)(18) added bY';W2 ofl'L 100";56, approved Nov, IS, 1988 (102 Slat 3873). 

1!1tyerm "certified" deleted J§12 ofPL IOI~31. approved June IS, 1989 (103 Stat. 73), to make clear that the prohibition 
applie5: tQ anymle who was a frogrom Participant during such employee's employment at SBA. 

I 

II, 
: I 

! I (Rev. 9), ' 117 , . 
, ! , 
: I 



§ 8(a)(IS)(C)(ti) to 
§ 8(a)(19)(8) 

SMALL BUSINESS ACT 

submit a written certification to the Administration regarding compliance. with the 
requirements of this paragraph. 

(ii) The employee. referred to in clause (i) are-

(1) regional administrators; 

(JI) district directors; 

(Ill) the Associate Administrator for Minority Small 
Business and Capital Ownership Development; 

(IV) employees whose priocipal duties relate to the 
award ofcontracts or the provision ofother assistance pursuant to this subsection or section 
7(j)(10); and 

(V) such other employees as the Administrator may 
deem appropriate. 

(iii) Any present or former employee ofthe Administration 
who violates this paragraph shall be subject to • civil penalty, assessed by the Attorney 
General, that shall not eXceed 300 per centum ofthe maximum amount of gain such 
employee realized or could have realized as a result ofengaging in those activities and 
transactions prescribed by subparagraph (B). 

(iv) In addition to any other remedy or sanction provided for 
under law or regulation, any person who falsely certifies pursuant to clause (i) shall be 
subject to • civil penalty under the Program Fraud Civil Remedies Act of 1986 (31 U.S.C. 
3801-3812). 

(19)'69 (A) Any employee of the Administration who has authority to take, 
direct others to take~ recommend, or approve any action with respect to any program or 
activity conducted pursuant to this subsection or section 7(j), shall not, with respect 10 any 
such action, exercise or threaten to exercise such authority on the basis ofthe poHtical 
activitY or affiliation of any pw:ty. Employees of the Administration shall expeditiously 
report to the Inspector General of the Administration any such action for which such 
employee's participation bas been solicited or directed. 

(B) Any employee who willfully and knowingly violates 
subparagrapb (A) shall be subject to disciplinary action270 which may consist of separation 
from service. reduction in grade. suspension. or reprimand. 

"'Seetion 8(aXI9) added by § 403 ofPL 1Q1).I;56, approved Nov. 15, 1988 (102 Stal.3874). 
, . 

ml~ "imposed by the Administrator" deleted by § 13 ofPL IOI~31, approved June 15. 1989 (103 Stat 73). 
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I 
I : 	 § 8(a)(l9)(C) '0 

§ 8(a)(21)(A)I SMALL BUSINESS ACT 
I 

I 
(e) Subparagraph (A) shall not apply to any action taken as a 

penalty or other enfoTC%ent ofa violation ofany law, rule, or regulation prohibiting or 
restricting political actiVity. 

(D) 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 Of liabilities that may arise 
under any other provision of law. 

(20)271 (A) Small business concerns participating in the Prognnn under 
section 7(j)( I 0) and eligible to receive contracts pursuant to this section sball semiannually 
report to their assigned Business Opportunity Specialist the following: 

(i) A listing ofany agents, representatives, attorneys, 
accountants, consultants, and other parties (other than employees) receiving compensation to 
assist in obtaining a Federal contract for such Program Participant. 

(ii) The amount of compensation received by any person 
listed under clause (i) during the relevant reporting period and a description ofthe activities 
performed in return for such compensation. 

(B) The Business Opportunity Specialis! sball promptly review and "'_forward such report to the Associate Administrator for Minority Small Business and Capital General 

Ownership Development. Any report that raises a suspicion of improper activity shall he referral. 

reported immediately to the Inspector General of the Administration. 

(e) The failure to submit a report pursuant to the requirements of 
this subsection and applicable regulations shall be considered "good cause" for the initiation 
ofa termination proceeding pursuant to section 70)(10)(F). 

Contract(21)'" (A) Subject to the provisions ofsubparagraph (B), • contract 
perlbr:mance(including options) awarded pursuant to this subsection shall be perfonned by the concern 

that initially received such contract. Notwithstanding the provisions of the preceding 
sentence. if the owner or owners upon whom e1igibility was based relinquish ownership or 
control of such concern; or enter into any agreement to relinquish such ownership or control, 
such contract 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. 

1,HSection S{a)(20) added by § 404 ofPL 100«656. approved Nov. 15.1988 (102 Stal3814). 

21ZSection 8(a)(2l) added by § 407 ofPL 100-656. approved Nov. IS. I988 (102 Stat. 3816). effective with respect to 
contracts entered into 011 or after June I. 1989, per § 803(b)(2) ofPL 100-656. 
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§ &(.)(21)(B) to 
§ 8(a)(21)(C)(ii)

SMALL BUSINESS ACT 

\(8),73 The Administrator may, on a nondelegablelmsis, waive the 
requirements ofsubparagraph (A) only if one of the following conditions exist: 

(i) 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. 

(ii) The head ofthe contracting agency for which the 
contract is being performed certifies that termination of the contract would severely impair 
attainment of the agency's program objectives or missions; , 

(iii) Ownership and control of the concern that is 
performing the contract will pass to another small business concern that is a program 
participant, but only ifthe acquiring finn would otherwise be eligible to receive the awarti 
directly pursuant to subsection (0); 

(iv) The individuals upon whom eligibility was based are no 
longer able 10 exercise control of the concern due to incapacity or death; or 

(v) When, in order to raise equity capital, it is necessary for 
the disadvantaged owners of the concern to relinquish ownership ofa majority of the voting 
stock of such concern, but only if

(I) such concern has exited the Capital Ownership 
Development Program; 

(II) . the disadvantaged owners will maJota!n 
ownership of the largest single outstanding block of voting stock (including stock held by 
affiliated parties); and 

(Ill) the disadvantaged owners will maintain control 
ofdaiiy business operations. 

(C)," The Administrator may waive the requirements of 
subparagraph (A) if·· 

(i) in the ta.. ofsUbparngraph (B)(i), (Ii) and (iv), he is 
requested to do so prior to the actual relinquislunent of ownership or control; and 

(ii) in the ca,e of subparagraph (8)(iii), he is requested to 

"'Subsection 8(a)(21)(B) ",written by § 16(1) ofPL 101.>7, approved June IS. 1989 (!O3 Stat. 74). 

2HNew subsection 8(a)(21)(C) added and existing subsections 8(a)(21)(C)and (0) renumbered as ".1mv", 
respectively, by § t6(2) ofPL 101-31, approved June 15, 1989 (103 Stat i4), References to subp_gn!J>hs(8)(iii) and, 
in subparagraph (eXi) and (li) ttTOneously reversed. 
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do SO as soon as possible after the incapacity or death occurs. 

(D) Concerns performing contracts awarded pursuant to this 
subsection shall be required 10 notify the Administration immediately upon entering an 
agreement (either oral or in "Tiling) to transfer all or part of its stock or other owner.;hip 
interest 10 any other party. 

(E) Notwithstanding any other provision of law, for the 
purposes of delennining ownersbip and control ofa c_em under this section, any 
potential ownernhip interests held by investment companies licensed under the Small 
Business Investment Act of 1958 ,ball be treated in the same manner as interests held by 
the individuals upon whom eligibility is based. 

(b) It shall also be the duty of the Administration and it is hereby empowered, 
whenever it detennines such action is necessary - ' 

(I)'" (Al to provide technical and managerial aids to small business 
concerns, by advising and cO\l115eling on matters tn connection with Government 
procurement and property disposal and on policies, ptinciples, and prll¢tices of good 
management, including but not limited to cost accounting, methods of financing, business 
insurance, accident control, wage incentives~ computer security, and methods 
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 ofsmall~business enterprises. 
including infonnation on the benefits and risks of franchising~216 by disseminating such 
infonnation. and by such other activities as are deemed appropriate by the 
Administration.:m Such assistance also may be provided to small business concerns by 

175 Section 8(b)(I) redesignated as § 8(b)(1)(A) by § 1017 ofPL 89-154. the Demonstration Cities and Metropolitan 
Development Act of 1966, approved Nov. 3, 1%6 (SO Stat. J2S5),wbieb. also added the substance ofsubpar. (C) beJow as 
subpar. (8), 

2~e reference to thmcbising was added by § 407 ofP,L. 103-40.3, approved Oct. 22. 1994 (108 Stat. 4192). 

lnThe words "computer security" and the sentences beginning with "(Sjuch assistance also may be ptUvid«! ..." and 
ending the paragraph with ". , , services ofthe cosponsor" added by § 5(a) ofPL 9$<362, approved July Hi; 19&4 (9& Stat. 
431), That sentence is repealed on Septemi>er 30, t997, per § 40\(a) ofPL 103-403, approved Oct. 22, 1994 (103 Stat. 
4190). Section S(b) ofPL 98-362 provides: 

(b) Not later than December I, 1981 the Small Business Administration shail report to the COmminees on Small 
Business of the Senate and the United States House of Representatives on the impact ofthe assistance provided in 
cooperntion with profitmaking concerns pursuant to !he amendment made by section 5(a)(2) of the Small Business 
Computer Security and Education Act of 1984. The report sball include information on benefits provided to small 
bUl,mess concerns assisted by the Administration's cooperation with profitmaldng concerns and any negative 
impact upon small businesses resulting from su(h cOQperalJon with profitmaking concerns." 

Subsection ?(b) ofPL 9&-362 provided that du: amendments to subparagrapb 8(b)(lXA) would be repealed effective 
Oct 1, 1985, Subsection 13l(a) oiPt. lOO~590, approved Nov. :), 19&$ (102 Stat. 3004). changes the date oirepeallo 
OCL I, 199{1, Section 7(b} ofPL 9S~362 provides further: "Nothing in this section shall pJUludc the Administrator 

(IUlv. 9, Change 1). 
121 



§ 8(b)(1)(B) 

SMALL BUSINESS ACT 


the Administration wough cooperation with a profit-making concern (hereafter in this 
paragraph referred to as a """spansor") to provide tnUning; Provided, That the 
Administration shall take such actions as it deems appropriate to ensure that any 
Administration ptogram participating in such cosponsored activities receives appropriate 
recognition and publicity,>" 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 ofthe products or services of the cosponsor, and to minimize 
utilization of anyone cosponsor in a marketing area, Such actions shall include, but not 
be limited to; (i) developing an agreemen~ executed on behalf ofthe agency by an 
employee of the agency in Washington, District of Colwnhia, and who shall also 
approve, in advance, any printed materials to be distributed at the conferenee,1'9 which 
spoeifies the standard tenns and conditions of the cooperation, the use of which shaJJ be 
mandatory; (ii) prohibiting any fee or charge from being imposed upon any small 
business concern for receiving assistance in excess ofa minimal amount to cover the 
'direct costs ofptoviding such assistance; (iii) prohibiting the release to the cosponsor of 
any of the Administration's lists ofnames and addresses ofsmall bUsiness concerns; and 
(iv) requiring that all ptinted materials which contllln the names ofboth the 
Administration and the cosponsor include a prominent disclaimer that the cooperation 
does not constitute or imply an endorsement by the Administration ofthe products or 
services of the cosponsor. In the case ofcosponsored 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 materiaisl whether the participant is a 

- profit making concern or a governmental agency or public official:280 . 

'(BiB! To establish, conduc~ and publicize, and to recrui~ select, 
and train volunteers for (and to enter into contracts, grants, or cooperative agreements 
therefor), volunteer programs, including a Service Corps of Retired Execctives 

from continuing such committee under the authority of section 8(1))(3) of the Small Business Act and the Federal 
Advisory Committee Act." 

l~is clause In the proviso added by § 131(b)( 1) of PL U)O~!i90, approved Nov. 3, 1988 (102 Stat 3(04). 

:~e phrase beginning with "executed" and ending with "conference" in ~ 8{b)(l)(A)(i) added by section 131(b)(3) of 
PI. 100-590, 

l~ last sentence of section 8(bXI)(A) added by § 13 I (b)(2) of PL 100~S90_ approved Nov, 3, 1988 (102 Stat. 3004). 
As originally written, the sentence required SSA to receive "primary recognition". Changed to "appropriate 
recognition" by § (3) ofPL 101-162, approved Nov. 21. 1989 (l03 Stat. 1025). That same section added "public" 
before "'official" at the end of the sentence. 

'''Section S{b)(I)(l!) - (F) wen: added by § 101 QfPL 95-510, approved Oct.24, 1978 (92 Stat 1780), effective Oct I, 
1979. For prior history of this section, see § 1017 oCPL &9-754, the Demonstration Cities and Metropolitan 
Development Act ofl966, approved Nov. 3, 1966 (80 Stat. J255); § lOS ufPL 9O-J04. the Small Busines:s: Act 
Amendments of 1967, approved Oct. J I. 1967 (81 Stat. 268); and § 302(e) ofPL 93-113, the Domestic Volunteer 
Service Act of 1913, approved Oct. I. 1973 (87 Stat. 394), For PL 93-l13, see page 911 "fthis Handbook 

(Rev, 9, Change I) 
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(SCORE}"" and an Active Corps ofExecutive (sic) (ACE) for the purposes of section 
8(b)(I)(A) ofthis Act; and to 

lU Seetion 30)(a) ofP.L 106-50. approved August 11, 1999 (113 Stat. 242), provides: 

(a) IN GENERAL-The Administnltor oftht: SmaU Business Administration shan eJ;t« into a 
memorandum of understanding with the Service Core (sic) of Retired Executives (described in section 8(b)(1)(B) 
of the Small Business Act (15 U.8.C. 637(b)(I)(B» and in this section ref'CrTcd to as "SCORE'') to provide for the 
following: 

(1) The appointment by SCORE in its national office ofa.n individual to act as National Veterans 
Business Coordmator, whose duties shall relate exclusively to veterans business matters, and who shall be 
responsible for the establishment and administration oJ a program to coordmate counseling and training regarding 
entrepreneurship to veterans thIough the chapters of SCORE throughout the United States. 

(2) The assistance of SCORE in the establishing and maintaining a toll-free telephone number and 
an internet website to provide access for veterans to information about the C1;lunseling and training regarding 
entrepreneurship availabJe to veterans w(lUgh SCORE. 

(3) The collection of statistics concerning services provided by SCORE to veterans, im::luding 
, service~disabled veterans, for inclusion in each annual report published by the Administrator under section 

4(bX2)(8) of the Small Bu.in,ss Act (\S U.S.C. 6J3(b)(2)(B)), 

(b) RESOURC£S.-The Administrator shall provide to SCORE such resources as the Administrator 
determines necessary for SCORE to carry out the requirements of the memorandum of understanding specified 
in paragraph (I). 

(Rev, 9. Change I) 
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facilitate the implementation orsuch volnnteer programs the Administration may maintain at 
its headquarters and pay tlte expenses ora team ofvolunteers subject to sueb conditions and 
limitations as tlte Administration deems appropriate: Provided, ThaI any such payments 
made purruant to this subparagraph shsll be effeCtive only to such extent or in such amounts 
as are provided in advance in appropriation Acts, 

(C) To allow any individual or group ofpersons participating with 
it in furtherance oftlte purposes of subparagraphs (A) and (B) to use the Administration's 
office facilities and related material and services as tlte Administration .deems appropriate, 
including clerical and stenographic services: 

(i) such volunteers. while carrying out activities under 
section S(b)(l) of this Act shall be deemed Fedetal employees for the purposes of tlte Federal 
tort claims provisions in title 28, United States Code;·and for the purposes ofsubchapter 1 of 
chapter 81 of title 5, United States Code (relative to compensation to fedetal employees for 
work injuries) shall be deemed civil employees of the United States within tlte meaning of [5 USC 8WI 
tit. term "employee" as defined in seetion 8101 oftitIe 5, United states Cede, and the 
provisions of that subchapter shsll apply excepI tIt.t in computing compensation benefits fur 
disability or death, the monthly pay of a volunteer shall be deemed that received under the 
entrarn:e salary for a grade OS-II employee; 

(ii) 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 cOIIDection with attendance at meetings: sponsored by the 
Administration, or for the cost ofmalpractice insurance, as the Administrator shall detennine. 
in accordance with regulations which he or she shall prescribe, and, while they are carrying 
out such activities away fiom tlteir homes or regular places of business, for travel expenses [5 USC 5703]. 
(inclading per diem in lieu ofsubsistence) as autltorized by ...Iion 5703 oftitle 5, United 
States Cede, for individuals serving witltout pay; and 

(iii) such volunteers shall in no way provide services to a 
client of such Administration with a delinquent loan outstanding, except upon a specific 
request signed by such client for assistance in cormection 'With such matter. 

(D) Notwithstanding any otlter provision oflaw, no payment for 
supportive services or reimbursement of out~of"pocket expenses made to persons serving 
pursuant to section 8(b)(1) of this Act shsll be subject to any tax or charge or be treated as 
wages or compensation for the purposes of unemployment, disability, retirement, public 

'; assistance, or similar benefit payments, or minimum wage laws. 
Small 

(E)'" In carrying out ils functions under subparagtapb (A), to make busin<ss 
grants (including contracts and cooperative agreements) to any public or private institution of institute. 

"'Sub_phs 8(b)(i)(ll) and (F) redesignated as (F) and (0) and new subparagraph (E) added by § 304 ofPL 102·564, 
approved Oc.t. 28. J992 (106 Stat. 4262). 
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higher education for the establishment ond operation ofa small. business institute, which shall 
be used to provide business counseling and assistance to small business concerns through the 
activities ofstudents enrolled at the institution, which students shall be entitled to receive 
educational credits for their activities, 

(F) Notwithstanding any other provision of Jaw and pursuant to 
regulations which the Administrator shall prescribe, counsel may he 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 ofthe performance ofactivities 
pursuant to section 8(b)(I) of this Act, as amended (IS U.S.C. 637(b)(1» to which volunteers 
bave been made perries. 

(G) In carryiilg out its functions ander this Act and to carty out the 
activities authorized by title IV ofth. Women's Business Ownership Act of 1988 the 
Administration is authorized to accept, in the name of the Administration, and employ or 
dispose of in furtherance ofthe purposes ofthis Act, any 'money or property, real, personal, 
or mixed, tangible, or intangihle, received by gift, devise, bequest, or otherwise; and, further, 
to accept gramitous services and funilities. 

(2) to make a complete inventory ofall productive facilities of 
small-business concerns or to arrange for such inventory to be made by any other 
goverrunental agency which has the facilities. In making any such inventory1 the appropriate 
agencies in the several States may be requested to furnish an inventory ofthe productive 
facilities of small~business concerns 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 ofsmall·business concerns can be more effectively utilized; 

(4) to consult and cooperate with officers of the Government having 
procurement or property disposal powers, in order to utitire the potential productive capacity 
of plants opornted by small·business concerns; 

(5) to obtain information as to methode and practices which Government 
prime contractors utilize in letting subeontracts and to take action to encourage the letting of 
subcontracts by prime contractors to small-business concerns at prices and on conditions and 
terms which are fuir and equitable; 

(6) to determine within any industry the concerns, firms, persons, 
oorporations, 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 Adminjstrator, when requested to do so, shall issue in 
response to each such. request an appropriate certificate certifying an individual concern as a 
"smail business concern" in accordance with criteria expressed in this Act. Any such 
certificate shall be subject to revocation when the concern covered thereby ceases to be a 
"small business concern"" Offices ofthe Government having procurement or lending powers, 
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or engaging in the disposal of Federal property or allocating materials or .supplies, or 
promulgating regulations affe<ting the distribution of materials or supplies, shall accept as 
conclusive the Administration's determination as to which enterprises are to be designated 
"small-business conCem5t 

ll as authorized and directed under this paragraph; 

(7) (A) to certifY to Government procurement officers, and officers Certificate of 
engaged in the sale and disposal ofFederal property, with respe<t to all elements of competency. 
responsibility, including, but not limited to, capability, competency, capacity, credit, 
integrity, perseverance~ and tenacity. ofany small business concern or group ofsuch 
concerns to receive and perfonn a specific Government contract. A Government 
procurement officer or an officer engaged in the sale and disposal ofFederal property may 
not, for any reason specified in the preceding sentence, preclude any small business concern 
or group ofsuch concerns from being awarded such contract without referring the matter for 
a final disposition to the Administration. 

(B) If. Government procurement officer finds that an otherwise 
qualified small businessconcem may be ineligible due to the provisions of se<tion 3Sea) of 
title 41, United States Code (the Walsh-Healey Public Contncts Act), be shall notifY the 
Administration in writing ofsuch finding. The Administration shall review such fmding and [41 USC 33{a) 

shall either dismiss it and certifY the small business concern 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 fioat disposition, in which case the Administration may 
certify the small business concern only ifthe Secretary ofLabor finds the small business 
concern not to be in violation. 

(CiS3 In any ease in which a small business concern or group of such 
concerns has been certified by the Administration pursuant 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 gfoup 
ofconcerns without requiring it 10 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 to accept a refemtl 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 ifthe small business concern to which the referral pertains 
declines to have the application processed. 

(8) to obtain from any Federal department, establishment, or agency 
engaged in procurement or in the financing of procW"ement or production such reports 

1ilSeetion 50l ofPL 95--89, appro~ Aug. 4, 1977 (91 Stat. 553), amended paragraph (7) of§ 8(0) to expand the certificate 
of competency program to include within SBA jurisdiction fmal determination ofall elements ofeligibility and 
responsibility. Section 401 ilfPL 98~S77, approved Oct. 30, 1984, Small Business and Federal Procurement Competition 
Enhancement Act of 1984 (98 ~"tat. 3066), added the sentence beginning "Notwithstanding the fU'St sentence .. !' to the end 
ofthis paragraph. 
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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; 

(9) to obtain from any Federal department, establislunent, or agency' 
engaged in the disposal ofFedera! property such reports concerning the solicitation ofbids, 
time of sale, or otherwise as it may deem pertinent in carrying oul its functions under this 
Act; 

(10) to obtain from snppliers ofmaterials 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 obtain materials from its normal sources; 

(11) I<l malre studies and recommendstions to the appropriate Federal 
agencies to 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 insure that a fair 
proportion ofGovernment contracts for research and development be placed with 
small-business concerns, to ilisure that. fair proportion ofthe total sales of Government 
property be made to small-business concerns, and '0 ilisure a fair and equitable share of 
materials, supplies, and equipment to small-business concerns; 

(12) to consult and cooperate with all Government agencies for the purpose 
of insuring that small-business concerns shall receive fair and reasonable treatment from such 
agencies.;. 

(13) to establish such advisory beards and committees as may be necessary 
to achieve the purposes of this Act and ofthe.Small Business Investment Act of 1958; to call 
meetings ofsuch beards and committees from time to time; to pay the transportation 

Establishexpenses and a per diem allowaoce in accordsnce with Section 5703 of title 5, United States 
AdvisolyCode, to the members of such beards andoommittees for travel and subsistence expenses 
Board.

incurred at the request of the Administration in connection with ttavell<l points more than 
fifty miles distant from the homes ofsuch members in attending the meetings ofsuch beards [l USC 5103J. 
and committees; and to rent lemporllrily, within the District ofColumbi. or el.owber., such 
hotel or other accommodations as are needed to facilitate the conduct ofsuch meetings;284 

(14) to provide at the earliest practicable time such infonn.tion and 
assistance as may be appropriate, including information coneerning eligibility for loans under 
section 7(bX3), to local public agencies (as defmed in section 11O(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 concerns in reestabliShing their operations;2SS 

U~Authority to establish advisory boards for the purpose of the Small Business Investment Act of 1958. as amended. and to 
pay expenses, per diem, and rent accommodations in connection with advisory board activities added by § 106 "fPL 90-104, 
approved Ooc Ii, 1967 (81 Stat. 269). 


"'Paragrnph 14 of § 8(b) added by § 305(e) ofPL 88·560.lhe Housing Act ofl%4, approved Sept. 2, 1964 (78 Sial. 
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(J 5)"'10 disseminate, without regard to the provisions of section 3204 oftitle 
39, United States Code, data and information, in such form as it shall deem appropriate, 10 
public agencies, private organizations, and the general puhHc; 

Information 
dissemination, 
[39 usc 3204 

(16)'" to make studies ofmatters materially affecting the competitive strength 
ofsmall business, and ofthe effect on small business of Federal I."", programs, and 
regulations, aod to make recommendations to the appropriate Federal agency or agencies for 
the adjustment of such programs and regulations to the needs of small business; and 

(17)288 to make grants to, and enter into contracts and cooperative agreements 
with, educational institutions, private businesses, veterans l nonprofit community-based 
organizations, and Federal, StJlte, and local departments and agencies for the establishment 
and implementation ofoutreach prognuns for disabled veterans (as defined in section 4211(3) 
of title 38, United States Code). 

(e)'·' [Reserved]. 

"'Paragraph tS of§ 8(b) added by § 107 ofPL 90-104, approved Oct 11, 1967 (81 Stat. 269). 

"'s.ction 8(bXI6) added by § 202 ofPL 100-533, approved Oct 25, 1988 (102 Stat. 2692). Text ofnew § 8(bXI6) 
incorporates former § 8(c), which was: rewritten by § 201 ofPL 100-$33. The same language was also included in § 127(b) 
ofPL IO()"S90. approved Nov, 3. 1988001 Stat 3003), Section 121(c) ofPL 100-590 provides that: 

There is authorized to be appropriated S10,000,OOO to carry out the demonstration projects required 
pw-suant to sulmction (a). The initial projects authorized to be fmance<! by this section shall be funded by Janu:a.ry 
31, 1989. NotWithstanding any other proviSion of law, the Small Business Administration may use such expedited 
acquisition m~ as it deems appropriate to achieve the purposes ofthis subsection. except that it shall insure that 
ail eligible soun:es are provided a reasonable opportUnity to submit proposals. 

Section 127{e)ofPL 100·590 adds: 

New spending authority or authority to enter into contra.cts as authorized in this section shall be effective only to 
such extent and in such amounts lIS are provided in advance in lppropriations Acts. 

Section 127(d) ofPL 100-590 provides that: 

For the purposes of this section. the term 'small business concern owned and controlled by women' means any 
smaIl business coneem

(1) that is at least 51 per centum owned by ooe or more wOmen; and·, ". 

(2) whose .management and daily bminess operations are controlled by one or more ofsuch women. 

'" New paragraph 8(b){17)a<lded by § 7080)o[P.L 105·135, apptoved D<c, 2. 1997 (Ill Stal. 2637). 

289Seaion 8(e) wus rewritten by § 201 ofPL 100-533. approved Oct 25, 1988 (102 Stat. 2691) and text offonner § 8{c) was 
moved to § 8(b){16). Section S(c) repealed by § 30fPL 102·191, approved Dec. 5, 1991 (105 SU\!. 1591). Section 3 ofPL 
102·191 provides: "Projects funded pursuant to the provisions of fonner subsection (c) shall be deemed to be funded under 
and shall be treated as if funded under section 28 {see § 28(2)] of the Sman Business Act," The same section ofPL 102·191 
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renumbered the remaining subsections in § 8; as "subsettions (e) thnJugh (k)" when the «'met numbering should be 
"subsectiuns (c) through (0," The numbering .flllese subsection, was correc!<d by § 232(a)(6) ofPL 102-3"" "l,pr<lVcci 
Sept. 4, 1992 (106 Stat, 10(1), Text .fformer § i(c): 

(t) Subject to the requirementS ofparagrapb (2). the Administration shall provide financial assiswtce to 
private organiZations to conduct demomtratlon projects for the benefit ofsmall business concerns owned and 
oontrolled by women. 

(2) NQ amount offmancial assistance shall be provided pursuant to this subsection unless the recipient 
organization agrees, as a condition of m:eiving such assjstance, that

(A) it will obtain.litfW its application bas been approved but prior to the disbursement of funds 
pursuant to this subsection. cash contn1>utioO,$ from private sedor SOUR;eS In an amount at least equal to the amount 
of funds such organization win receive under this subsection; and 

(B) it will provide the types ofservices and assistance to present and potential women owners ofsmall 
business concerns as are: described in paragraph (3). For the purposes of this subsection such concerns may be 
either "start-up" busintssts or established "on-golng" .;oocems, . 

(3) 'The typeS ofservices and assistance refem::d to in parag:ra;ph (2)(B) shall include the following: 

(A) Financial assistan«, which assistance shall include training and counseling in how to apply fOr 
-and secure business credit and investment ~iU\l; prepare and present fmaneial statements; manage cash~flow and 
otherw~manage the ftnanCw operations of II business concern; 

(B) Management assistance, whlch 8Ssistan« shaU include training and counseling in how to- plan. 
staff. direct. and oontrol eaclt major activity and functi()n of a small business concern; and 

(C) Markedog nssistan«. wbich 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 wntratt opportunities; negotiate contracts; and utilize varying public relations and advertising 
techniques. 

(4) Applications for fmancial assistance pwwant to this subsection shaU be evaluated;md ranked in 
accordance with predetennined selection criteria that shaH be stated in terms of relative importance. Such criteria 
md their relative importance shall be made publicly available and stated in each solicitation for appiications 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 to impart or upgrade the business skills ofwomen business owners or 
potential owners; 

(B) a criterion that specifically refers to the present ability cftbe offering organization to oommence a 
demonstration project within a minimum amount oftime; and 

(C) a criterion that spec:iftcaUy refers to the ability of the applicant organization to pr~vide 
training and services to a representative number ofwomen who are both socially and 
ei:onomically disadvantaged. 

(5) The frnancial assistance authorized pursuant to this subsection shall be made by grant, con,_." 
cooperative agreement and may contain such provision, as necessary. to provide for payments in 

.OT installments, and in advance nr by way of reimbursement. 
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(d)'90 (I) It is the policy of the United States that small business concerns, Cmurnc. 
small business concerns owned and controlled by service-disabled veterans,29' qualified oppor

tunitiesHUBZone small business concems,292 small business concerns owned and controlled by 
fot certainsocially and economically disadvantaged individuals and small business concerns owned small 

and controlled by women,'" shall have the maximum practicable opportunity to business 
participate in the petfonnance of contracts let by any Federal agency, including contracts concerns, 
and subcontracts for subsystems, assemblies, components, and related services for major· 
systems. It is further the policy of the United Statc;s that its prime contractors establish 
procedures to ensure the timely payment ofamounts duepursuant to the terms oftheir 
subcontracts with small business concerns, small busiriess concerns owned and controlled 
by service-disabled veterans, qualified HUBZone small business concerns, small business 

for payments in lump sum or installments. and in advance or by way ofreimbunement. 

(6) (A The AdminiS1!Btion shall prepare and transmit a report to the Committees 
on Small Business of the Senate and House ofRepresentatives on the effectiveness ofall 
demonstratiQ{) projects conducted under the authority of this subsection. Such report shall provide 
infonnarioo concerning·· 

(i) the "umbo, of individuals re«iving ""is","",; 

(Ii) the number of start-up business coneems formed; 

(iii) the gross receipts of assisted concerns; 

and 
(!v) increases or decreases in profits of assisted concerns; 

(v) Ut¢ (:mpioyment increases or decreases ¢f assisted 
concerns. 

(B) The report required pursuant to subparagraph (A) shalt CQYef at 
least a twenty~four month period and shall be submitted not tater than thirty months after 
the effective date of this paragraph. 

(7) This subsection shall cease to. be effective after September 30, 1991. 

"'secriOQ 8{d) added by § 1 QfPl.87-30S, approved S<pl. 26, 1961 (15 Slat. 661). SubslaOtially rewrimn by § 211 
ofPL 95-501. 'PP,QvedOC!. 24,1918 (92 Stal. l7S7). Red<si8"31ed as § 8(0) by § 3 ofPL 102-191, 

l'}! References in this subsection to' "small business concerns owned and controlJed by veterans" and "small business 
concerns. owned and controlled by service-disabled veterans" added by § 501 ofP.L. 106-50, approved August 17, 
'999 (Ill Stat. 247). 

zn References in this paragrapb and paragraphs S(d)(3), (4), (6), and (10) to "qualified HUBZone small business 
concerns" added by § 603(a)ofP.L. 105-135, approved Dec. 2.1991 (1J1 Stat. 2631). 

l'nReferences in this paragraph and in paragraphs 8(d)(31 (4), (6) and (10) to "small business concerns owned and 
controlled by women" added by § 7106(b)(1) ofP.L. 103~J.5S, approved Oct. 13, 1994 (108 Stat 33?S). 
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concerns owned and controlled by socially and economically disadvantaged 
individuals,m and small business concerns owned and controlled by women. 

(2) The clause stated in paragrapb (3) shall be included in all contracts 
let by any Federal agency ••cept any contract which 

(A) does IIDt exceed the simplified acquisition 1hresbeld;'" 

(8) including all subcontracts under such contracts will be 
performed entirely outside of any State, ten:itory, or possession ofthe United States, the 
District of Columbia, or the Commonwealth of Puerto Rico; or 

(C) is for services which are persoual in nature. 

Required(3) The clause required by paragraph (2) shall be as follows: cJause. 

"(A) It is the policy of the United States that 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 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. [t is funher the policy of the United States that its prime contractors establish' 
procedures to ensme the timely payment of amounts due pursuant to the terms of their 
subcontracts with small business concerns, small business cOncerns owned and controlled 
by veterans, qualified HUBZone small business concerns j small business concerns ov.ned 
and controlled by socially and economically disadvantaged individuals,296 and small 
business c~cems owned and controlled by women, 

"(B) The contractor bereby agrees 10 carry out this policy in the 
awarding ofsubcontracts 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 determine the extent of the contractor's 
compliance v.ith this clause. 

lkClal,lS/: beginning with "including oontracts"lo "individuals" addtd by § 402(a) of PL 9S~S71, approved Oet 30. 1984 
(98 Slat, 3066). 

~se "small purchase threshold" inserted in plate of "$lO.iJOO" by § 806(e)(2XA) orp.L. 101-S1O, approved Nov. 5, 
1989 (l04 Stat J593). Phrase "simplified acquisition threshold" substituttd fur "small purchase threshold" by § 4404{b) of 
P.L. 103-355, approved Oct. 13, 1994 (lOS Stat 3349). For a defmirion ofnsimplified acquisition threshold", see § 3(m) of 
this Act. 

l~lause beginning with "including contraets" to "individuats" added by § 402(b) of PL 9&-577. 
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"Small
"(C) As used in this coruract, the tenn 'small business concern' business 

shall mean a small business as defined pursuant to section 3 of the Small Business Act concern." 
and releVlUlt regulations promulgated pursuant thereto. The term 'small business concern "Small 
omled and controlled by socially and economically disadVlUltaged individuals' shall businC$S 

concernmean a,small business concern ..... 
owned and 
iXmtJ'QIlt'd

"0) which is .t least 51 per centum owned by one or more by socially 
socially and economically disadvantaged individuals; or, in the case of any publicly and 
owned business, at least 51 per centum ofthe stock of which is owned by one or more economically 

disadvantagedsocially and economically disadvantaged individuals; and 
individuals." 

"(Ii) whose management and daily business operations are 
controlled by one or more Qf such individuals, i 

"The contractor shall presume that socially and economically 
disadvantaged individuals include Black Americans, Hispanic Americans, Native 
Americans, Asian Pacific Americans291

, and other minorities, or any other individual 
found to be disadvantaged by the Administration pursuant to section 8(0) of the Small 
Business Act, 

"(D)"'Thc term "small business concern owned and controlled by ·Small 
women" shall mean a small business concem-~ busint'ss 

concern 
(i) 	 which is at least 51 per centum owned by one or owned and 

controll-edmore women; or, in the case of any pubUcly ovmed business. at least 51 per centum of 
by women."the stock of which is owned by one or more women; and 

(Ii) whose management and daily business operations 
are controlled by one or more women. 

"Small"(E)m The tem "small business concern owned and controlled by 
businessveterans" shaH mean a small business concern- concern 
owned and 

. (i) which is at least 51 per centum owned by one or controlled 
more eligible veterans; Of, in the case ofany publicly owned business, at least 51 per by vett'rans." 

centum of the stock of which is owned by one or more veterans; and 

2';l1"Asian Pacific Americans" added by § J18(b) ofPL 96-302, approved July 2, 1980 (94 Stat, 333). Section 118(cX2) 
ofPL 96-302 further provides that this provision shall apply as if included in the amendment made by § 2) 1 ofPL 
95-507, which substantially rewrott' § 8(d) ofthe Small Business Act. 

mSubsection 7106(b)(3) ofP.L. IQ3-355, approved Oct. U. 1994 {lOS Stat 3375), rewrote subparagraph (0) to secti()n 
II(d)(3) and added new ",bparagraplt (E). 

m Subparagrapbs (E) and (F) of the clauS(' redesignated as (F) and (0), respectively. and new subparagrapb (E) added by 
§ 501(b)(2) orP.L. 106-50, approved August 17, 1999 (113 Stat. 247). 
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(ii) whose management and daily business operations 
are controlled by such veterans. The contractor shall treat as veterans all individuals who 
are vett:rans within the meaning ofthe term under section 3(q) of the Small Business Act. 

"(F) Contractors acting in good faith may rely on written 
representations by their subcontractors regarding their status as 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." 

"(Gi""ln lhi. contract, the term 'qualified HUBZone small 
business concern' bas the meaning given that term in section 3(P) of the Small Business 
Act." 

(4) (A) Each solicitation of an offer for a contract to be lei by a 
Federal agency which is to be awarded pursuant to the negotiated method ofprocurement 
and which may exceed $1 ,OQO~OOO, 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 to the negotiated method of procurement. 

(B) Before the award ofany contract 10 be let, or any 
amendment or modification to any contract let. by any federal agency which-

(i) is to be awarded~ or was let~ pursuant to the 
negotiated method of procurement~ 

(ii) is required to include the clause stated in paragraph 
(3), 

(iii) 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) 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). ThO 
subcontracting plan shall be included in and made a material part of the "contract. .. " 

(C) 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 ineligible to be 
awarded the contract. Prior compliance of the offeror with other such subcontracting 

lOO P....graph S(d)(JXF) added by § 603(0)(2)(B) ofP.L. 105-135, approved Dec. 2. 1997 (!II Stat 2631). 
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plans shall be considered by the Federal agency in determining the responsibility of that 

offeror for the award of the COntraet. 


(D) NQ contract shall be awarded to any offeror unless the 
procurement anthority detennines that the plan to be negotiated by the offeror pursuant to 
this paragraph provides the maximum practicable opporomity for small business 
toncems, small business concernS owned and controlled by veterans, small business 
conooms owned and controlled by socially and economically disadvantaged individuals, 
and small business concerns o'Wlled and controlled by women to participate in the 
performance of the contract. 

. (E) Notwithstanding any other provision of law, every Federal Incentivet 

agency1 in order to encourage subcontracting opportunities for small business concerns, for small 
businets, small business concerns owned and controlled by veterans, qualified HUBZone small 
subcon

business concerns, and small business concerns owned and controlled by tbe socially and tracting.

economically disadvantaged individuals as defined in paragraph (3) of this subsection 

and for small business concerns owned and controlled by women, is hereby authorized to 

provide such incemives as such Federal agency may deem appropriate in order to 

encourage such subcontracting opportunities as may be commensurate with the efficient 

and economical performance ofthe contract: Provided; That, this subparagraph shall 

apply only to contracts let pursuant to the negotiated method ofprocurement. 


(F)'.' (il Each contract subject to the requirements ofthi, 	 Liquidated 
damages.paragraph or paragraph (5) shall contain a clause for the payment of liquidated damage, 

upon a finding thai. prime contractor has failed to make a good faith effort to comply 
with the rt."quirements imposed on such contractor by this subsection. 

(ii) 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 final 
decision of a contracting officer regarding the contractor's obligation to pay such [41 USC 

demase" or the amounts thereof, shall be subject to the Contract Disputes Act of 191.8 601]. 

(41 U.s,C, 601-613). 


(iii) Each agency shall ensure that the goals offered by 

the apparent successful bidder or offeror are attainable in relation to

(I) thc subcontracting opportunities available to 
the contractOr, commensurate with the efficient and economical performance ofthe 
contract; 

)olSeetion S(d)(4XF) added by § 304(3.) ofPL 100-656, approved Nov. 15, 1988 {102 Stat 38.12). Section 304{b) ofPL 

100-656 provides that: 


The contract clause required by section 8(d)(4)(f)." shaH be made part of the Federal Acquisition Regulation 
and promulgated pursuant to Section 22 of the Office of Federal Procumnent Policy Act (41 U.S.C. 418b). 
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(ll) the pool ofeligible subcontractors available 

to fulfill the subcontracting opporluJ:ljties; and 


(III) the actual perform"""" of sucb contractor in 

fulfilling the subcontracting goals specified in prior plans. 


(OJ'''' The following factorssball be designated by the Federal Subcon~ 
agency as significant factors for purposes of evaluating offers for a bundled contract tracting 
wbere the head of the agency determines lbat the contract offers a significant opporluJ:ljty plans, 
for subcontracting: 

(i) A factor that is based on the rate provided under the 

subcontracting plan for small business participation in the performance of the contract. 


(ii) For lbe evaluation ofpast performance ofan 

offeror, a factor thet is based on lbe extent to which the offeror attained applicable goals 

for small business participation in the performance ofcontracts. 


(5) (AJ Each solicitation of a bid for any contract to bc let, or any 

amendment or modification to any contract let, by any Federal agency which

(i) is to be awarded pursuant to the forluJ:lj advertising 

method of procurement, 


(ii) is required to contain the clause stated in paragraph 
(3) of this subsection, 

(iii) may exceed $1,000,000 in the case ofa contract for 

the construction of any public facility, or $500,000, in the case of all other contracts, and 


(iv) offers subcontracting possibilities, 

sha11 contain a clause requiring any bidder who is selected to be awarded a contract to 

subntit In lbe F edoral agency coneemed a subcontracting plan which incorporates Ibe 

informadon prescribed in paragrsph (6). 


(B) If. within the time limit prescribed in regulations oflbe 

Federal agency concerned, Ibe bidder selected to be awarded the contract fails to submit 

the subcontracting plan required by this paragraph, such bidder shall become ineligible to 

be awarded the contract. Prior compliance of Ibe bidder wilb olber such subcontracting 

plans shall bc considered by Ibe 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 a material part of the contract. 

""New subparagraph 8(d)(4)(G) added by § 415 ofP.L 105·135. approved o.c. 2. 1997 (Ill Stat. 2619). 
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(6) Each subcontracting plan required under paragraph (4) or (5) shall 

include -

(A) percentage goals for the utilization as subcontractors of 

small business conoerns, small business concerns owned and controlled by veterans, 

qualified HUBZone small business concerns;" small business concerns ov.ned and 

controlled by """ially and economically disadvantaged individoals, and small business 

concerns owned and controlled by women; 


(B) the name of an individual within the employ of the offeror 

or bidder who ",;11 administer the subcontracting program of the offeror or bidder and a 

description of the duties of such individual; 


(C) • description of the efforts the offeror or bidder will take to 
" assure that small business concerns. small business concerns owned and controHed by 
veterans, qualified HUBZone small business ""Deems, small business concerns owned 
and controlled by the """jally and economically disadvantaged individuals, and small 
business concerns owned and controlled by women will have an equitable opportunity to 
compete for subcontracts; 

(D) assurances that the offeror or bidder will include the clause 

required by paragraph (2) ofthis subsection in all subcontracts which offer further 

subcontracting opportunities. and that the offeror Or bidder will require all subcontractors 

(except small business concerns) who receive subcontracts in excess of $l~OOOIOOO in the 

case of a contract for the construction ofany 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 

(4) or (5); 

(E) assurances that the offeror or bidder ,,;11 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) a recitation 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 ofsmall business concen1s~ 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 concerns owned ond controlled by women; and efforts to identify and award 

subcontracts to such small business concerns. 


:Wl References to "qualified HUBZone small business concerns" throughout paragraph 8(d)(6) added by § 603(a){4) o-f 
P.L. 105-135, approved Dec. 2, 1997 (Ill Stat. 2631). 
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(7) The provisions ofparagraph (4), (5), and (6) shall not apply to 
offerors or bidders who are small business concerns, 

(8) The failure ofany contractor or subcontractor to comply in good Noncom~ 

faith with- pliance is 
material 
hrea!.':h,(A) the clause contained in paragraph (3) of this subsection, or 

(B) any plan required of such contractor pursuant to the 
authority ofthis subsection to be included in its contract or subcontract, 

shall be a material breach ofsuch contract or subcontract. 

(9) Nothing contained in this subsection shall be construed to 
supersede the requirements ofDefeme Manpower Policy Number 4A (32A CFR Cbap. 
1) or any successor policy. 

(lO) In the case ofcontracts within the provisions ofparagraphs (4), (5), 
and (6), the Administration is authorized to 

(A) assist Federal agencies and businesses in complying v,,.ith 
their responsibilities under the provisions of this subsection, including the formulation of 
subcontracting plans pursuant to paragraph (4); 

(B) review any solicitation for any contract to be let pursuant to 
paragraphs (4) and (5) to determine the maximum practicable opportWlity 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 concerns o'Wlled 
and controlled by women to participate as subcontractors in the perfonnance of any 
contract resulting from any solicitation, and to submit it. tiodings, which shall be 
advisory in nature, to the appropriate Federal agency; and 

(C) 	 evaluate compliance with subcontracting plans, either on a Sub<:on~ 
meting,"contmct~by~contract basis. or in the case contractors [sic) baving multiple contracts, on an 
complianceaggregate basis. evaluation, 

(11 )'04 For purposes of determining the attainment ofa subcontract 
utilization goal under any subcontracting plan entered into with any executive agency 

"'Paragraph 8(<1)(11) deleted by § 303(0)(1) ofn 102·l64, approved Oct, 28, 1992 (106 Stat 4262), Paragraph 
8(dXI2), added by § 814(e) ofPL 102·190, 'pp'oved Dee,S, 1992 (IOl Stat. (425), redesignated os 8(dXII) by § 
:103(a)(2) ofPL 102-564. Text of fonntr 8{d)(lI) is set out below: 

At the conclusion ofeach fiscal year, the Administration shall submit to the Senate Select Committee on 
Business and the Committee on SmaU BUSiness of the House of Representatives a report on sub<:ontractill 
found a«eptable by any Federal ag~cy wbich the Administration determines do not cnntaln maximum 
practicable opportunities for small business concems and small business concerns owned and cont.rolled by 
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pursuant to this subsection. a mentor firm providing development assistance to a protege Mentor
finn tmder the pilot Mentor-Proll!ge Program established pursuant to section 831 of the Froteg/ 

Program.National Defens. AuthorizationAcI for Fiscal Year 1991 (Public Law 101-510; 10 USC 
(10 USC2301 note) shall be granted credit for such assistance in accordance with subsection (g) of 2301 note].

such section. 

Proposed(e)"" (I) Except as provided in subsection (g) 
procure~ 

ment action
(AJ an executive agency intending to- notices. 

publication! 
(i) solicit bids or !;;roposals for a contract for property 

or services for a price expected to exceed $25~OOO~J 

(iO place an order, expected to exceed $25,000, WJder a 
basic agreement. basic ordering agreement, or similar arrangement,3D? 

socially and economically disadvantaged individuals to participate in the perfonnance ofcontracts described in 
this subsection. 

llt$Section S(e) added by PL 98·72, approved Aug. 11, 1983 (97 Stat. 403), Rewritten and subsections ({), {g), (h), (l), and 
(i) added by § 404(3) 'OfPL 98-577, approved Oct. 301 1984 (98 Stat. 308:2). Subsections (e) through (j) effective with 
respect to any solicitation for bids or proposals issued after March 31, J985, and appJy to the Tenne$SCe Valley Authority 
only with re~pect toO procurements to be paid from appropriated fimds. per subsections 404(b) and (c) of PL 98·557, ~ 

J06$25,000 subsdtuted for "smaU purchase threshold" by § 4202(d)(1}{A) ofP.L. 1OJ·355, approved Oct. 13, 1994 (l08 
Stat 3345), Phrase "small purehase threshold" was substituted for "$25,000" by § 806(e)(2)(B) of?L. IOl~~HO. 
approved Nov. 5, 1m004 Stat. 1593}, For a defmition of "small purchase threshold", see § 3(m) of this Act The 
contract value amount was raised from SHi,(iOO.to $2.$,000 by § 922(aXl) ofPL 99--661, approved Nov. l4, 1986 (100 
S... 3816). Subsection l!(e)(lXA)(iii) was also added by § 922(a)(I) of?L 99-661. 

'I"Subsection S(e)(l)(AXiii) deleted by § 806(e)(2)(B){iv) ofP.!..., 101-510. approved Nov. 5, 1990 (104 Stat. 1593), 
Tex, of former § 8(e)(l)(A)(ili) IS reprinted below: 

(iii) solicit bids or proposals for a contnict for property Or services for a price expected to exceed $10,000, 
if there is not a reasonable expe(tatlon that at least two offers will be received from responsive and responsible 
offeror'S, 
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shall furnish for publication by the Secretary ofCommerce a notice described in subsection 
(b) of this section; 

(B)30S 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 ofan executive agency other than the 
Department ofDefense, ifthe contnlOt is fora price expected to exceed SIO,OOO, but not to 
exceed $25,000; and 

(il) in the case of the Department ofDefense, if the COntnlCt 

is for a price expected to exceed $5,000, but not to exceed $25,000; and 

(C) an executive agency awarding a contnlOt for property or 
services for a price exceeding $100,000,307 or placing an order referred to in clause (A)(ii) 
exceeding SIOO,OOO, shall furnish for publication by the Secretary ofCommeree • 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 (I), 

(3) Whenever an executive agency is required by paragraph (I)(A) to 
furnish a notice to the Secretary of Commerce, such executive agency may not 

(A) issue the solicitation earlier than IS deys after the date on 
which the notice is published by the Secretary of Commerce; or 

(B) in the case of. contract or order estimated to be greater than 
the simplified acquisition threshold,'" establish a deadline for the submission ofall bids or 
proposals in response to the notice required by paragraph (I XA) that

" 

(i) in the case ofan order under a basic agreement. basic 
ordering agreement, Or similar arrangement, is earlier than the date 30 deys after the date the 
notice required by paragraph (I)(A)(ii) is published; 

3(!6Subsection 8(e){l)(B) was redesignated 8(e)(I)(C) and new subsection 8(e)(1){B) was added by § 922{a)O) ofPL 99·661, 
approved Nov. 14, 1986 (l00 Stat 3816). 

307Amount cbanged from $25,000 by § 416(c) of P.L. 105-135, approved Dec. 2, 1997 (111 Stat 2620). 

l!lfflntroductory phrase was added by § 4202(d)(I}{B) ofP.L. 103·355. approved OCt, 13, 1994 (108 Stat 3345). 
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(ii) in the case of a solicitation for research and 
development, is earlier than the date 45 days after the date the notice required by paragnlph 
(l)(A)(i) is published; or 

(iii) in any other case, is earlier than the date 30 days after 
the date the solicitation is issued. 

(I) Each notice ofsolicitation required by su~b (A) or (8) of subsection Notice of 
(e)(l) shall include- solicitation., 

rtq1.tireIDems 
(I) an accurate description of the property or services to be contracted for, 

which description (A) shall not be unnecessarily restrictive ofcompetition, and (8) shall 
include, as appropriate, the agency nomenclature, National Stock Number or other part 
number, and a brief description of the item's form, fit. or function, physi<:al dimensions, 
predominant material of manufacture, or sbnilar information that wiU assist a prospective 
contractor to make an informed business judgment as to whether a copy of the solicitation 
should be requested; 

(2) provisions that·

(A) state whether the techni<:al data required to respond to the 
solicitation will not be furnished as part ofsuch solicitation, and identifY the source in the 
Government, if any, from which the techni<:al data may be obtahred; and 

(B) state whether an offeror, its product, or service must meet a 
qualification requirement in order to be eligible for award, and, ifso, identify the office from 
which a qualification requirement may be obtained; 

(3) the name, business address, and telephone number of the contracting 
officer; 

(4) • statement that all responsible sources may submit a bid, proposal, or 
quotation (as appropriate) which shall be considered by the agency; 

(5) in the case ofa procurement using procedures other than competitive 
procedures, a statement ofthe reason justifying the use of such procedures and the identity of 
the intended source; and 

(6)309 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) a description of the procedures to be nsed in awarding the 
contract; and 

"'Subsection 8(1)(6) added by § 4202(d)(2)(C) o[P,L, 103·355, appmved Oct, 13, 1994 (108 S<aL >345). 
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(B) a statement sJl""ifYing the periods for prospective offerors and 
, the contracting officer to take the necessary preaward and award actions. 

Noticeoot(g) (I) A notice is not required under subsection (e)(1) 
required.if 

, (A)"" the proposed procurement is for an amount not greater than the 

simplified aequisition threshold and is 10 be conducted by

(I) using widespreed electronic public notice of the 

solicitation in a fonn thnt allows convenient and universal user access through a single, 

Government-wide point ofentry; and 


(il) permitting the public to respond to the solicitation 

electronically. 


. (B) the notice would disclose the executive agency's needs and the 

disclosure ofsuch needs would compromise the national security; 


(C) the proposed procurement would result from acceptance of

(i) any unsolicited proposal thnt demonstrates a unique and 

innovative research concept and the publication ofany notice of such unsolicited research _ 

proposal would disclose the Originality of thought or innovativeness of the propesal or would 

disclose proprietary information associated with the proposal; or 


(ii) a proposal submitted under section 9 of1his Act; 

(0) the procurement is made against an order placed under a 

requirements contract; 


310SUUparagmphs (A) and (B) deleted, subparagraphs (C) - (H) renumbered as (B) - (0), respectively. and new subparagrnph 
(A) add«l by § 8S0(e) of P.L:WS-85, app'oved Nov, 18, 1997 (11 I Stat, 184&), Fonn« subpuag..apbs (A) and (B), as 

lidded by § 4202(d)(3) ofP.L. 103-355, appmv.d (Xc 13. 1994 (lOS S .... 3345), are reprinted below: 


(A) the proposed pr~ment is for an amount not greater than the simplified acquisition threshold 
-and is to !:Ie made wough a system with interim FACNET capabHity certified pursuant to section 30A(a)(I) ofthe 
Office of Federal. Procurement Policy Act or with full FACNET capability certified pursuant to section 30A(a)(2) 
ofsuch Act; 

, 
Ill) (I) the proposed procurement is for an amount not greater than $250,(100 and is to be made 

through a system witb fun F ACNET «pabiiity certified pursuant to section 30A(a)(2) of the Office of Federal 
Procurement Policy Act; and 

(ii) a certification has been made pursuant to section 30A(b) ofsuch Act'that Government· 
wide fAC,'NET 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)"1 the procurement is for the services ofan 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 ageocy, or in any pert of an altema!ive dispute 
resolution process, wbether or not the expert is expected to testifY. 

(2) The requirements ofsubsection (aX1XA) do not apply to any 
procurement under conditions described in paragraph (2), (3), (4), (5), or (7) of section 303(c) [41 USC 2S3( )] 
ofthe Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(c» or [10 usc 2304( 
paragraph (2), (3), (4), (5), or (7) ofsection 2304(c) oftitle 10, United States Code. 

(3) The requirements of subsection (a)(I)(A) shall not apply in the case of 
any procurement for which the head of the executive agency makes a detenuination in 
writing, after consultation with the Administrator for Federal Procurement Policy and the 
Administrator of the Small Business Administration, that it is not appropriate or reasonable 
to publish a notice before issuing a solicitation. 

(b) (1) An executive agency may not award a contract using procedures other 
than competitive procedures unIes~ -' awards. 

(A) except as provided in paragraph (2), a wrihasjustification for 
the use ofsuch procedures has been approved •• 

(i) in the case ofa contract for an amount exceeding 
$100,000 (but equal to or less than $1,000,000), by the advocate for competition for the 
procuring activity (without further delegation); 

(ii) in the case ofa contract for an amount exceeding 
$1,000,000 (but equal to or less thanSl0,000,OOO), by the head of the procuring activity or a 
delegate who, ira member ofthe Armed Forces, is a general or flag officer. or, ifa civilian, is 
serving in a position in grade GS·16 or ahove under the General Schedule (or in a 
comparable or higher position under another schedule); or 

(iii) in the case of a contract for an amount exceeding 
$10,000,000, by th~ senior procurement executive "fthe agency designated pursuant to 
section 16(3) of the Office of Federa! Procurement Policy Act (41 U.S.C. 414(3}} (without 14l usc 414(3) 

further delegation); and 

:mSubsection 8(g)( I){H) added by § IOS5(bX2)(C} ofP.L 103·355, approved Oct. 13. 1994 (108 Stat, 3266). 
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(B) all other requirements applicable to the use ofsuch 141 USC 
procedures under title III ofthe Federal Property and Adroinistrative Services Act of 251J, 

1949 (41 U,S,C, 251 et seq,) or chapter 137 oftitle 10, United States Code, as 
appropriate, have been satisfied, 

141 USC(2) The same exceptions as are provided in section 303(1)(2) of the 
253(f)(2)),Federal Property and Adroinistnltive Services Act of 1949 (41 U,S,C, 253(1)(2» or (IO USC

section 2304(1)(2) of title 10, United Stales Code, shall apply with respect to the 23tl4{f)(2)],
requirements ofp....graph (I )(A) of this subsection in the same rrumner as such 
exceptions apply to the requirements of section 303(1)(1) of such Act or section 
2304(1)(1) ofsuch title, as appropriate, 

(i) An executive agency shall make available to any business concern, or the 
authorized representative of such concern. the complete solicitation package for any 
on·going procurement annowteed pursuant to a notice under subsection (e). An 
executive agency may require the payment of a fee. not exceeding the actual cost of 
duplication, for a copy ofsuch package, 

0) For purposes of this section, the lenn "executive agency" has, the meaning "Executive 
provided such term in section 4(1) of the Office ofFederal Procurement Policy Act (4\ agency," 
U,S,C,403(1)),312 (41 USC 

4lJ3(' )], 

(k)llJ NOTICES OF SUBCONTRACTING OPPORnJNITIES

(\) IN GENERAL· Notices of subcontrecting opportunities may be 
submitted for publication in the Commerce Business Daily by

(A) a business concern awarded a contract by an executive 
agency subject to subsection (.)(1 )(C); and 

(B) a business concern that is a subcontractor or supplier (at 
any tier) to such contractor having a subcontracting opportunity in excess ofSlO,OOO. 

(2) CONTENT OF NOTICE· The notice of a subcontracting 
opportunity shall include

(A) a description of the business opportunity that is compatable 
to the description specified in paragraphs (\), (2), (3), and (4) of subsection (I); and 

m Section 404(a) o(PL 98-577. approved Oct 30, 1984 (98 Stat. 3082). 

m New subsection 8(k) added by § 416(8) ofP.L. lOS~J35. approved Dec. 2. 1991 (Ill Stat. 2620). Section 416(0) of 
the same Jaw provides: 

REGULAnONS REQUIRED w The Federal Acquisition Regulation shall be amended to provide uniform 
implementation of the amendments made by this sectton. 

(Rev. 9, Change I) 
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.(B) the due date for receipt ofoffers. 

(1)'14 MANAGEMENT ASSISTANCE FOR SMALL BUSINESSES 
AFFECTED BY MILITARY OPERATIONS.-The Administration shall utilize, as 
approptiate, its entrepreneurial development and management assistance programs, 
including programs involving State or private sector partners, to provide business 
counseling and training to any small business concern adversely affected by the 
deployment ofunits of the Anned Forces ofthe United States in support of a period of 
rnilitllr)i conflict (as defined in section 7(n)(I)). 

§ 9.'" (a) Research and development are major factors in the growth and progress of 
industry and the national economy, The expense of carrying on research and 
development programs is beyond the means ofmany smal1~business concerns, and such 
concerns are handicapped in obtaining the benefits of research and development 
programs conducted at Government expense< These small-business concerns are 'thereby 
placed.t. competitive disadvantage. This weakens the competitive flee enterprise 
system and prevents the orderly development of the national economy. It is the policy of 
the Congress that assistan¢e be given to small-business concerns to enable them to 
undertake and to obtain the benefits of research and developroen! in order to maintain and 
strengthen the competitive free enterprise system and the national economy. 

(b) It shall be the duty of the Administration, and it is hereby empowered"" 

Management 
assisWlce for 
small businesses 
affecled by 
military 
operations. 

Research and 
development. 
15 USC 638. 

Policy of 
Cong=s. 

m Subsection 8(1) added by § 303(a) ofP.L. 106-50, approved August 17. 1999 (1 B Stat 243). ~oo 303 further 
provides: 

(b) ENHANCED PUBLICITY DURING OPERATION ALLIED FORCE.-Fortll. duration of 
Operation Allied Force and for 120 days thereafter, the Administration shall enhance its publlcity ofthe 
availability ofassisWlce provided pursuant to the amendment made by this section, including informstl()ll 
regarding the appropriate local office- at which affected small businesses may seek such assistance. 

«(:) GutDELINES.-Not 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 out this section and the amendment made by this section. 

lUSection 306 ofPL l02~S64. approved Oct. 28, 1992 (106 Stat. 4249). provides: 

(a) PURCHASE OF AMERICAN-MADE EQUIPMENT AND PRODUCTS.-l! is the ""'" ofthe 
Congress that an entity that is awarded a funding agreement under the SBIR program ofa federal asency under 
section 9 ofthe Small Busines.$ Act Should, when purchasing any equipment or a product with funds provided 
through the funding agreement, purchase only American~made equipment and products, to the extent possible in 
keeping with the overall purposes "fthat program. 

(b) NOTICE TO SBIR AWARDEES,·~Each federal agency that awards funding agreements under 
SBIR program shall provide to each recipient of such an award a Dotice describing the sense of theCa,,,,, 
set forth in subsection (a). 

(Rev. 9, Chang. 1) 
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(1) to assist smalJ~business concerns to obtain Government contracts 
Assistance infor research and development; obtaining 
R&D 

(2) to assist small-business COncerns to obtain the benefits of research contrtK:ts, 
and development perfonned under Ooverrunent contracts or at Government expense~ 

(3) to provide technical assistance to small-business concerns to Provide 
accomplish the P9IPOscs of this section; and . technical 

assistance. 
(4)'" to develop and maintain • source file and an information program 

to assure each qualified and interested small business concern the opportunity to 
participate in Federal agency small business innovation research programs and small 
business technology transfur pilot programs; 

mSubsectiom. 9(bX4) ~ 9(bX7) added by § 3 ofPL 97-219, Small Business Innovation Development Act of 1982, 
approved July 22. 1982 (96 Stat. 217). These subsections were to be repealed Oct. J, 1988, per § 5 ofPL 97-219, but 
were extended to Oct 1, 1993, by § 2 ()fPL 99-443. approved Oct. 6,1986 (100 Stat. 1 i20). Reference to small 
business technology trans-fer pilot programs and to STIR added by § 202(a) of PL 102-5-64, approved OcL 28. 1992 (106 
Slat. 4249). 

(Rev. 9, Change I) 
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(5) to coordinate with participating agencies a schedule for release of 
SBIR and STrR solicitations, and to prepare a master release schedule so as to maximize 
small businesses' opportunities to respond to solicitations; 

(6) to independently survey and monitor the operation of SBIR and STrR 
programs witltin participating Federal agencies; and 

(7) to report not less than annually to lhe Committee on Small Business of Reports 

lhe Senate and lhe Committee on Small Business of the House ofR.presentatives on the 
SBIR and STrR programs "fthe Federal agencies and the Administration's infonnation and 
monitoring efforts related to the SBIR programs. . 

Other 
(c) The Administration is authorized to consult and cooperate v.ith all agencies to 

Government agencies and to make studies and recommendations to such agencies. and such cooperate 

agencies are authorized and directed to cooperate with the Administration in order to c~ withSBA. 

out and to accomplish the pwposes ofthis section. 

Joint 
(d) (I) The Administrator is authorized to consult with representatives of resem.::h and 

small~business concerns with a view to assisting 3nd encouraging such firms to undertake development 
joint programs for research and development carried out through such corporate or other programs, 

mechanism as may be most appropriate for lhe PlllpOse, Such joint programs may, among 
other tltings. include the following purposes: 

(A) to construct, acquire, or establish laboratories and other 
facilities for the conduct ofresearch; . 

(B) to undertake and utilize applied research; 

(C) . to collect research information related to • particular industry 
and dissem1na1e it to participating members; 

(D) to conduct applied research on a protected, proprietary, and 
contractual basis V'.ith member or nonmember firms, Government agencies. and others; 

(E) to prosecute applications for patents and render patent services 
for participating members~ and 

(f) to negotinte and grant licenses under patents held Wlder the . 
joint program, and to establish cO!pOtations designed to exploit particular patents obtained by 
it. 

(2) The Administrator may, after consultation with the Attorney General 
and the Chairman ofthe Federal Trade Commission, and "ith the prior written approval of 
the Attorney General, approve any agreement between small-business firms providing for a 
joint program ofresearch and development, ifthe Administrator finds that the joint program 
proposed will maintain and strenglheo the free enterprise system and the economy ofthe 
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Nation. The Administrator or the Attorney General may at any time withdraw his approval 
of the agreement and the joint program ofresearch and development covered thereby, if be 
finds that the agreement or the joint program carried on ander it is no longer in the best 
interests of the competitive free enterprise system and the economy of the Nation. A copy of 
the statement ofany such finding and approval inteeded to be within the coverage ofthis 
subsection, and a copy ofany mndification or withdrawal of approval, shall be published in 
the Federal Register. The authority conferred by this subeection on the Administrator shall 
not be delegated by him. 

(3) No act or omission to act putSuant to and within the scope of any joint 
program for research and development, under an agreement appmved by the Administtator 
under this subsection. shall be construed to be within the prohibitions of the antitrust laws or 
the Federal Trade COmnllssion Act. Upon publication in the Federal Register of the notice of 
withdrawal ofhis approval of the agreement granted under this subsection, either by the 
Administrator or by the Attoroey General. the provisions of this subsection shall not apply to 
any subsequent act or omission to act by reason of such agreement or appmval. 

(e)'" For the purpose of this section 

(1) the tenn Ilextramura} budget" means the sum ofthe total obligations "Elrttamural 
minus amOlUlts obligated for such activities by employees of the agency in or through budget" 
Govemment-ov,rned, Government· operated facilities, except that for the Department of 
Energy it shall not include amounts obligated for atomic energy defense programs solely for 
weapons activities or for naval reactor programs::!l', and except that for the Agency for 
International Development it shall not include amounts obligated solely for general 
institutional support of international research centers or for grants to foreign countries; 

(2) the tenn uFederal 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 ag••ey." 
of such title, except that it does not include any agency within the InteUigence Community 
(as the term is defined in section 3.4(f) ofExecutive Order 12333 or its successor orders); 

(3) the term "funding agreement" means any contract, grant, or "Funding 
cooperative agreement entered into between any Federal agency and any small business for a~t," 

the performance ofexperimental, developmental, or research work funded in whole or in part 
by the Federal Government; 

)HSubsections 9(e) ~ 9(k) added by § 4 ofPL 91~219. Small Busmess Innovation Development Act of 1982, approved July 
22, 1982 (% S.aU18). These subsetlions were to be repealed Oc•. I, 1988, per § 5 ofPL 97- 219. Congressional fmdings 
and purposes that were included in § 2 ofPL 97~219 are reprinted at page 989 ofthis Handbook. Program ~tended to Oct 
1, 1993, by §2 ofPL 99443, approved Oct. 6. 1986 (100 SUI.. 1120). 

Jl?.Department of Defense exception added by § I ofPL 99-443, approved (XL 6, 1916 (100 Stat. 1120); it 'W1iSdeleterl by 
§ I03(c) of PL 102-564, approved Oct. 28, 1992 (106 Stat. 4249). That section also inserted the provlsJon for the 
Department of Energy. 
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"Small(4) the tenn "Small Business Innovation Rtlsearch Program" or "SBIR" 
Businessmeans a program maler which a portion of a Federal agency's research or research and Innovation 

development effort is reserved for award to small business concerns through a uniform Re~ 
process having -- Program," 

"SEll<." 

(Al a first phose for determining, insofar as possible, the scientific 
and technical merit and feasibility ofideas that appear to have commereial potential, as 
described in subparagraph (B),'" submitted pursuant to SBIR program solicitations; 

(B)'" a second phase, to further develop proposals which meet 
particular program needs, in which awards shall be made hosed on the scientific and technical 
merit and reasibility of the proposals, as evidenced by the first phase, considering, among 
other things, the proposal', commercial potential, as evideneed by

(i) the small business coneem's record ofsuccessfully 
commercializing SBIR or other research; 

(ii) the existence ofsecond phase fimding commitments 
from private sector or non-SBIR funding sources; 

(iii) the existence ofthird phase, follow-on commitments for 
the subject of the research; and 

(iv) the presence of other indicators of the commercial 
potential of the idea; and 

(C) where appropriate, a third pllase-

(i) iiI which commercial applications of SBIR-fimded 

JUTh,e phrase "that appear to have commercial potential" and reference tu subparagraph (B)(ii) added by § 103(a){i) ofPL 
102~564, approved Ocl. 28. 1992 ((06 Stat. 4249). The reference to (B)(ii) was changed to (B) by § 501(bXl){B) ofP,L. 
105-135. approved De<. 2, 1997 (Ill S••U621). 

"'Subparagrapb, (B)3IId (C) rewritten by § 103(.)(2) ofPL 102-564, approved Oct. 28, 1992 (106 StatA249). Text of 
former subparagraphs (B) and (C) reprinted below: 

(J;l) a second phase to further develop the proposed ideas to meet the particular program needs, the awarding of 
~hich shall take into consideration the scientific and technieaJ merit and feasibility evidenced by the fIrst pbase and. 
where two or more proposals are evaluated as being of approximately equal scientific and technical merit and 
feasibllity, special consideration shall be given to those proposals that bave demonstrated third phase, non~Fedeml 
capital commitments; and 

(C) where appropriate. a third phase in whlch non-Federal capital pursues commercial applications of the 
research Of research and de\'elopment and wltich may also involve fonow~on non~BIR funded production contract\! 
with a Federal agency for products or processes intended for use by the United States Government; and 
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research or resean:h and development are funded by non-Federal sources ofcapital or, for 
products or services inll!nded for use by the Federal Government, by follow-on non-SBIR 
Federal fimding awards; and 

(ii) fur whicit awards from non-SBIR Federal funding 
sources are used for the continuation ofresean:h or resean:h and development that has been 
competitively selected using peer review or scientific review criteria; 

(5) the term "researcit" or "resean:h and development" means any activity 
whicit is (A) a systematic, intensive study direcll!d toward greall!r knowledge or 
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 pmdoetion of useful materials, devices, and systems or methods, 
including design, development, and improvement ofprototypes and new processes to meet 
specific requirements; 

(6)''' the term "Small Business Technology Transfer Program" or "STTR" 
means Ii pilot program 1.ll1der which a portion of a Federal agency's extramural research or 
research and development effort is reserved for award to small business concerns for 
cooperative research and development through a uniform process baving

(A) a ficst phase, to determine, to the extent pessible, the scientific, 
technical, and commercial merit and feasibility of ideas submitted pursuant to STTR program 
solicitations; 

(B) a second phase, to further develop proposed ideas to meet . 
particular program needs, in which awards shall 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 information; and 

(C) where appropriate, a third phase

(il in which commercial applications ofSTTR-fimded 
research or research and development are fimded by non-Federal sources ofcapital or, for 
products or services intended for use by the Federal Government, by follow-on non-STTR 
Federal funding awards; and 

(ii) for which awards from oon-S1TR Federal fimding 
sources are used for the continuation ofresearch or research and development that has been 
competitively selected using peer review or scientifit review criteria; 

(7) the term "cooperative research and development" means research or 
research and development conducted jointly by a small business concern and a research 

"'Paragnlph,9(eX6), (7), and (8) added by • 202(b) GfPL 102-564, approved Oct 28, 1992 (106 Stat. 4249). 
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institution in which not less than 40 percent of the work is performed by the small business 
concern, and not less than 30 percent ofthe WOIX is performed by the research institution; 
and 

(8) the term llresearch institutionu means a nonprofit institution, as defined "Research 
in section 4(5) of the Stevenson-Wydler Technology Innovation Act of 1980, and includes institution." 

[15 USC federally funded research and development centers; as identified by the National Scientific 
3703(5)1·Foundation in accordance with the govemmentwide Federal Acquisition Regu1ation issued in 

accordance with section 35(c)(I) of the Office ofFederal Proeurement Policy Act (or any 
successor regu.lation thereto). 

(f)'" FEDERAL AGENCY EXPENDITURES FOR THE SBIR PROGRAM.

(I) REQURlED EXPENDITURE AMOUNTS.-Each Federal agency Researcher 
which has an extrammal budget for research or research and development in excess of R& Dbudget, 

$100,000,000 for fiscal year 1992, or any fiscal year thereafier, shall expend with steall 
business concems~-

(A) not less than 15 percent ofsuch budget in each of fiscal yean; 
1993 and 1994; 

mSectinn 9(t) rewritten by § lOl(b}ofPL 102-564, approved Od.. 28, 1~2 (l06 Stat, 4249): Fonner § 9(t) is reprinted 
below: 

(1) Each Federal agency which has an extramural budget fur research or researeh and development in excess 
of$100,000.000 for fiscal year 1982, or any fiscal year thereafter, shan expend not less than 0.2 per centum of its 
extramural budget in fIScal year 1983 or in sucb subsequent fISCal year as the agency has: such budget, not tess than 
0,6 per centum ofsucb budget in the second fisal year thereafter, nolless than I per t;entum ofsuch budget in tbe 
third fiscal year thereafter, and not less. than 1.25 per centum ofsuch budget in all subsequent TtsCal years with sman 
business coneerns specifieaUy in conneetion with a small businC$ innovation research program whicb meets. the 
requirements ofthe Small Business Innovation Development Act of t982 and regulations iss~d thereunder: 
Provided. That any Federal agency which has an extramural budget fur research (lr research and development in 
excess of $10.000,000,000 for 'fiSCal year 1982 shall expend not tess than 0.1 per <;entum of its extramural budget in 
fISCal year 1983, not less than 03 per centum of such budget in the second fiscal year thereafter, not less than 0.5 
per centum of such budget in the third fiscal year thereafter, nQt less than I per centum ofsuch budget in the fourth 
fiscal year thereafter. and not less ~ 1.25 per centum ofsuch budget in aU subsequent fiscal years with small 
business oon~ms specifically in connection with a small business innovation research program which meetS the 
r«}uirements oftbe Smail Bnsiness innovation Development Act of 1982 and regulations issued thereunder: 
Provided further, That a Federal agency shall not make available for the purpose ofmeeting the requirements of this 
suhsectkm an amount of its extramural budget for basic research or research and development which exceeds: the 
percentages specified herein. Funding agreements with small business concerns for research or research and 
development which result from competitive or single source selections other than under a small business innovatIon 
research program shall not he counted as meeting any pQrtion of the percentage requirements ofthis subsection. 

(2) Amounts appropriated for atomic toergy defense programs of the Department of Energy shaU fl}t the 
purposes ofparagraph (1) be excluded tfl?D' 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)322 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. 

Limitations.(2) LIMITATIONS.--A Federal agency shall not

(A) use any 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 (I). 


(3) EXCLUSION OF CERTAIN FUNDING AGREEMENTS.--Funding Exclusion of 
agreements with small business concerns for research or research and development which certain fundin 
result from competitive or single source selections other than an SBIR program shall not be 
considered to meet any portion of the percentage requirements of paragraph (1). 

(g) Each Federal agency required by subsection (f) to establish a small business 

innovation research program shall. in accordance with this Act and regulations issued 

hereWlder' 

(I) unilaterally determine categories ofprojects to be in its SBIR program; 

(2) issue small business innovation research solicitations in accordance 

with a schedule detennined cooperatiyely 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-

322Section 106 ofPL 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 perfonned 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 perfonnance of the research programs of the Department of Defense. 

mParagraphs 9(g)(3) - (7) redesignated as (4) - (8) and new paragraph 9(g)(3) added by § 103(d) ofPL 102-564, 

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 ofthe National Science and Technology Policy, 
Organization, and Priorities Act of 1976, and in subsequent reports issued under that [42 USC 6615J. 
authQrity; or 

(B) the Secretary of Defense, in the 1992 report issued in 
accordance with section 2522 of title 10, United Slates Code, and in subsequent reports [10 USC 2522J. 
issued under that authority; 

(4) unilaterally receive and evaluate proposals resulting from SBIR 
proposals; 

(5)'" .ui;tiect to subseetion (I), unilaterally select awardees for its SBIR 
funding agreements and infonn each awardee under such an agreement, to the extent 
possible, 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 
ofprogress toward or completion ofthe funding agreement requirements'" and, in all cases, 
make payment to recipients under such agreements in ful~ subject to audit, on or before the 
last day of the 12-month period beginning on the date ofrompletion ofsuch requirements; 
and 

(8) make an annnal report on the SBIR program to the Small Business 
Administration and the Office ofScienee aod Technology Policy. 

(h) In addition to the requirements ofsubsection (I), each Federal agency which Agency goals 
has a budget for research or research and development in excess of$20,OOO,000 for any fiscal fur funding 
year beginning with fiscal year 1983 or subsequent fiscal year shall establish goals agreements. 

specifically for funding agreements for research or research and development to small 
business concerns, and no goal established under this subsection shall be less than the 
percentage ofthe agency's research or research and development budget expended under 
funding agreements with small business concerns in the immediately preceding fiscal year. 

(i) Each Federnl 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 eomparing the number and 

3Z1Reference to subsection 9(l) added by § 103(h)(2) ofPL 102~$64. approved Oct. 28, 1992 (l06 Smt. 4249). The phrase 
from "infonn" to the semicolon added by § 103(i) ofPL 102·564. 

mThe last clause in this paragraph was added by § 103(e) ofPt 102-564, approved Oct. 28, 1992 (106 Stat. 4249). 
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amOlmt ofsuch awards with awards to other than small business concerns. 

G) (I}'" POLICY DIRECTIVES.- The Small Business Administration, 
policyafter consultation with the Administrator of tile Office of Federal Procurement Policy, the 
directives.

Director of the Office ofScience and Technology Policy, and the Intergovernmental Affairs 
Division of the Office ofManagement and Budget. shall, within one hundred and twenty 
days nfthe enac1ment 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) . a simplified, standardized fimding process which provides for 

(i) the timely receipt and review ofproposals; 

(ii) outside peer review for at least phase two proposals, if 
appropriate; 

(iii) protection ofproprietary information provided in 
proposais; " 

(iv) selection ofawardeos; 

(v) reteotion ofrights in data generated in the performance 
ofthe contract by the small business concern; 

(vi) transfer of title to property provided by the agency to 
f:!ie small business concern if such a transfer would be more cost effective than recovery of 
the property by the agency; 

(vii) cost sharing; and 

(viii) cost principles and payment schedules; 

(Cl exemptions from the regulations under paragraph (2) ifnational 
security or intelligence fimctions clearly would be jeopardized; 

(0) minimi2ing regulatory burden associated with participation in 
the SBIR program for the small business concern which will stimulate the cost-effective 
conduct ofFederal research and development and the likelihood ofcommercialization of the 
results ofresearch and development conducted under the SBIR program; 

32~Section 9(l) was rewritten by § l03(e) ofPL 102~564, approved Oct. 28, 1992 (106 Stat. 4249), That ,eclionrenum'~ 
,ubparagrophs 9(j)(2)(A) - (H) as clauses (I) • (vii), red"lgnaled paragraphs 9(j)(1)· (7) as ...bparagrapbs (A)- (0), 
the title in new paragraph 9(j)(1) and added new paragraph 9(j)(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)327 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 phnsed withdrawal over a period oftime sufficient in Ihnation 
to minimize any adverse impact on small business concerns; and 

(G) the voluntary participation in a SBIR program by a Federal 
agency not required to establish such a program pw:suant to subsection (f). 

(2) MODIFICATIONS.-Not later than 90 days after the enactment of the 
Small Bualness Research and Development Enhancement Act of 1992, the AdminisualOr 
shall modifY the policy directives issued pursuant to this subsection to provide for

(A) retention by a small business concern of the rights 10 data 
generated by the concern in the performanee of an SBIR award for. period ofnolless tltan 4 
years; 

(B) continued use by a small business conecm participaling in tlte 
third phase of the SBIR program, as a directed hallment,of any property transferred by a 
Federal agency 10 the small bualness concem in tlte second phase of an SBIR program for a 
period of not less than 2 years, beginning on the initial date ofthe concern's participation in 
the third phase of such program; 

(C) procedures (0 eosure, to the extent practicable, that an agency 
which intends 10 pursue research, development, or production of a technology developed by a 
small business coneem under an SBIR program enters into follow-on non-SBIR funding 
agreements v.ith the smaU business concern for such research. development, or production; 

(0) an increase to SIOO,OOO in the frrst phase ofan SBIR program, 
and to $750,000 in the second phase of an SBIR program, and an adjustment ofsuch amounts 
onte every 5 years to reflect economic adjustments and programmatic considerations~ 

(E) a process for notifying the participating SBlR agencies and 
potential SBIR participants of the 1991, 1992, and the current critical technologies, as 
identified-

(i) by the National Critical Technologies Panel (or its 
s"""ossor), in accordance with section 603 of the National Science and Technology Policy, 

117Subscx;tions 9\jX6) and {7) were added (and conforming changes made to 5ubsections4 and 5) by § 108 ofPL 100-590, 
approved Nov. 3, 1988 (102 Stat, 2994). 

151 (Rev. 9) 



§ 9G)(2)(E)(il) '0 
§ 9(1)

SMAll BUSINESS ACT 

Organization, and Priorities Act of 1976; or \ 

(ii) by the Secretary of Defense, in accordance with section 
25220flitle 10, United States Code; 

(F) enhanced outreach efforts to increase the participation of 
socially and'economically disadvantaged small business eoneerns., as defined in section 
8(a)(4}, and the participation ofsmall businesses that are 51 percent owned and controlled by 
women in technological innovation and in SBIR programs, including the third phase ofsuch 
programs, and the collection ofdata 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 ofan 
SBIR program and the application for and extension ofan award for the second phase of such 
program; 

(H) procedures to ensure that a small business concern that submits 
• proposal for a funding agreement for the first phase of an SBIR program and thaI has 
received more than 15 second phase SBIR awards during the preceding 5 fiscal years is able 
to demonsttate the extent to which it was able to secure third phase funding to develop 
concepts resulting from previous second phase SBIR awards; and 

(I) procedures to ensure that agencies participating in the SBIR 
program retain the information submitted under subparagraph (H) alleast until the General 
ACCOWlting Office submits the report required under section 105 of the Small Business 
Research and Development Enhancement Act of 1992. 

(k)'" [Reserved]. 

(I)'" REPORTING OF A WARDS MADE FROM SINGLE PROPOSAL, TO Reporting. of 
.wanls_ 

:mSection 9(k) was deleted by sec. I03(g) ofPL 102-564, approved Oct. 28. 1992 (106 Stat 4253). Text offonner!eC. 9{k) 
iii reprinted: . 

The Director afthe Office of Science and Technology Policy, in consultation with the Federal Coordinating Council 
for Science. Engineering and Research, shall. in addition to such other responsibilities imposed upon him by the 
Small Business Innovation Development Act of 1982-

(l). independently survey and monitor all phases ofthe implementation and operation of SBIR 
programs within agencies required to establish an SBIR program, including compliance with tile 
expenditures of funds according to the requirements ofsubsection (t) of this section; and 

(2) report not less than annually, and at such other times as the Director may deem appropriate, to the 
Committees QTJ Snlall Business oftile Senate and the House of Representatives on an phases of the 
implementation and operation of SBm programs within agencies required to establish an SBIR program, 
together with such recommendations as the Director may deem appropriate. 

n~ubsectiol'i 9(1} added by § l03(h) ofPL 102-564, approved Oct. 28, 1992 (l06 Stat 4249). 
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MULTIPLE AWARD WINNERS, OR TO CRlTlCAL TECHNOLOGY TOPICS

(I) SINGLE PROPOSAL.-If a Federal agency required to establish an 
SBIR program under subsection (f) makes an award with respect to an SBIR solicitation 
topic or subtopic for which the agency received only I proposal, the agency shall provide 
written justification for making the award in its next quarterly report to the Administration 
and in the agency's next annual report required under subsection (g)(&). 

(2) MULTIPLE A W ARDS.-An agency referred to in paragraph (1) shall 
include in its next annual report required under subsection (g)(8) an accounting ofthe awards 
the agency has made for the first phase of an SBIR program during the reporting period In 
entities thnt have received more than·15 aWllIds for the secoud phase ofan SBIR program 
during the preceding 5 fiscal years. 

(3) CRlTICAL TECHNOLOGY A W ARDS.--An agency referred to in 
paragraph (I) shall include in its next annual report required under subsection (g)(8) an 
acoountiag of the number of 'WllIds it has made to 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 award, In such 
critical technology topics. 

(m)'" TERMINATlON.-The authorization to carry out the Small Business Sunset 

Innovation Research Program under this section shall terminate on October 1, 2000. 

(n)m REQUIRED EXPENDlTIJRES FOR STIR BY FEDERAL AGENCIES.-

(1) REQUIRED EXPENDITIJRE AMOUNTS - With respect to fiscal 

3l°Subsection 9(m) added by § 104(b) ofPL l02~S64. approved Oct 28, 1992 (106 Stat. 4249). Section l04(a) ofPL J02~ 
S64 repealed section ,5 Qftbe Small Business Innovation Development Act of 19&2 CPt 91~219). 

"'s.bse<tions 9[0) - (p) added by § 202{<) .fPL 102-564. approved Oct. 28. 1992 {106 Stat. 4249}. Paragraph 9(0)(1) was 
"written by § 501(.) of P.L. 105-135. approved De;;. 2. 1997 (ll 1Stat. 2620). Text o[[ormer parngraph 9(n)(l) is reprinted 
below: " 

(1) REQUR.IEO EXPENDITURE AMOUNTS.-Each Federal agen(;y which has an extramw-al budget for 
researeh or research and development in ex-cess -of$l ,000,000,000 in fiscal year 1994. 1995, or 1996, is authQrized 
to expend with small business conctmg..~ 

(A) not less than 0,05 percent Qfsueh budget in fISCal year 1994; 

(B) not less than 0.1 percent ofsucb budget in fiscal year 1995; and 

(C) not less than 0.15 percent ofsuch budget in fiscal years 19% and 1997, 

specifteally in oonnectioo with STrR 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 iesearch and development, in excess of$I,OOO,OOO,OOO for that fiscal year, is 
authorized to expend with small business concerns not less than 0.15 percent ofthat 
extramural budget specifically in connection with STfR pmgrams that meet the requirements 
of this section and any policy directives and regulations issued under this section. 

(2) LlMITA TIONS:-A Federal agency shall nOI- Limitation 

(Al use any of its STfR budget established pursuant to paragraph 
(I) far the purpose of funding administrative costs afthe program, including costs associated 
with salaries and expenses; or, in the case of a s~1 business concern or a research 
institution, costs associated .with salaries) expenses, and administrative overhead (other than 
those direct or indirect costs allowable under guidelines ofthe Office ofManagemeru and 
Budget and the governmentwide Federal Acquisition Regulation issued in accordance with 
section 25(eXl) of the Office ofFederal Procurement Policy Act); or 

(B) make available for the purpose ofmeeting the requirements of 
paragraph (1) an amount ofits extramtual budget for basic research which exceeds the 
percentage specified in paragraph (1). 

(3) EXCLUSION OF CERTAIN FUNDING AGREEMENTS.-Funding 
agreements with small business concerns for research or research and development which 
result fram competitive or single .ourte selections other than an STTR program shall not be 
considered to meet any portion of the percenmge requirements ofparagraph (I). 

(0) FEDERAL AGENCY STfR AUTHORlTY.-Each Federal agency required to 
establish an STfR program in accordance with subsection (n) and regulations issued under 
this Act, .haIl 

(I) unilaterally determine categories ofprojects to be included in its STfR 
program; 

(2) issue STfR solicitations in accordance with • schedule determined 
cooperatively with the Administration; 

(3) unilaterally determine research topics within the ngency's STfR 
solicitations, giving special consideration to broad research topics and to topics that further 1 
or more -critical technologies, as identified~-

(A) 	 by the National Critical Technologies Panel (or its successor) 
[42 USC 6615J.in reports required under section 603 ofthe National Science and Technology Policy, 

Organization, and Priorities Act of 1976; or 

[10 USC 2522J. 
(B) by the Secretary ofDefense, in accordance with section 2522 

oftitle 10, United States Code; 
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(4) unilaterally receive and evaluate proposals resulting from STIR 
solicitations; 

(5) unilaterally select awardee, for its STIR funding agreements and 
infonn each awardee under such an agreement, to the e>..1ent possible, of the expenses of 
the awardee that will be allowable under the funding agreement; 

(6) administer its own STIR funding agreements (or delegate such 
administration to another agency); 

(7) make payments to redpients ofSTTR funding agreements on the 
basis of progress toward or completion of the funding agreement requirements and. in aU 
cases, make payment to 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 the completion of 
such requirements; 

(8)332 include) as part of its annual performance plan as required by 
subsections (a) and (h) of section 1115 of title 31> United States Code. a section on its 
STIR program, and shall suhmit such section to 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 STIR 
program outputs and outcomes; 

(l0) submit an annual report on the STTR program to the 
Administration and the Office of Science and Tl."Chnology Policy; 

(II) develop a model agreement not later than July 31, 1993, to be 
approved hy the Administration .. for allocating belween small business concerns and 
research institutions intellectual property rights and rights, ifany, to carry out follow~on 
research, development, or commercialization; 

(12) develop, in consultation with the Offiee of Federal Procurement 
Policy and the Office orGnyeromeot Ethics, procedures to ensure that federally funded 
research and development centers (as defined in subsection (c)(8») that participate in 
STIR agreements~~ 

(A) are free from organizational conflicts of interests relative to 
the STIR program; 

JJ2 Paragrapbs 9{o)(S} through {lJ} renumbered 9(0)(10) through (13), respectively, and new paragraphs (8) and (9) 
added by § SOI{b) ofP.L, 105·135, approved Dec. 2, 1997 (i Il Stat. 2(21), 
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(B) do not use privileged information gained through work 
performed for an STIR agency or private access to STIR agency personnel in the 
development ofan SITR proposal; and 

(C) usc outside peer review, as appropriate; and 

(13) not laler than July 31, 1993, develop procedures for assessing the 
commercial merit and feasibility ofSTTR proposals, as evidenced by~~ 

(A) the smaH business concemts record of successfully 
commercializing STIR or other research; 

(B) the existence of second phase funding commitments from 
private sector or non-STfR funding sources; 

subject of the research; and 
, (C) the existence of third phase follow-on commitments for the 

of the idea. 
(0) the presence of other indicators of the commercial potential 

(p)'" STTR POLICY DIRECTIVE.-

(1) ISSUANCE.--The Administrator shall issue a policy di=tive for 
the general conduct of the SITR programs within the Federal Government. Such policy 
directive shaH be issued after consultation wjth~~ 

(A) the heads ofeach of the Federal agenciesrequired by 
subsection (n) to establish an STIR program; 

(8)33" the Under Secretary of Commerce for Intellectual Property 
and Director of the United States Patent and Trademark Office; and ~ 

(C) the Direetor ofthe Office of Federal Procurement Policy. 

JJj Section 202(d) ofPL 102-564, approv'ro Oct. 28', 1992 (1M Stat 4249). provides: 

The policy direclive required by section 9{p) shall be pubHsbed~. 

(1) in proposed fOml (with an opportunity for public comment ofnot less than 30 days}, not 
laterthan April 30. 1993; and 

(2) in final form, not later than July 31. 1993. 

JJ4 Changed from '<the Commissioner of Patents and Trademarks" by § 4732{b)(5) of P.L. 106-113, approved No.... 
29,1999(lI3Stat.ISOt). 
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(2) CONTENTS. - The policy directive required by paragraph (I) shall 
provide for-

(A) simplified, standardized, and timely STIR solicitations; 

, 


156, I 
{Rev. 9, Change 2} 



§ 9(P)(2)(B) to 
§ 9(P)(2)(E)(ii) 

. SMALL BUSINESS ACT 

(B) • simplified, standardized funding process th.t provides for-

(i) the timely receipt and review ofproposals; 

(ii) outside peer review, ifappropriate;.. 

(iii) protection ofproprietary information provided in 

proposals; 

(iv) selection ofawardees; 

(v) retention by a small business concern of the rights to 
data generated by the concern in the performance of an STIR award for a period ofnot 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 STIR program for a period of not less thao 2 years, beginning on the 
initial date of the concern's participation in the third phase of such program; 

(vii) cost sharing; 

(viii) cost principles and payment schedules; and 

(ix) I-year awards for the first phase of an STIR program, 
generally not to exceed $100,000 and 2-year awards for the second phase ofan STIR 
progr-om, generally not to exceed $500,000, greater or lesser amounts 10 be awarded at the 
discretion of Ule awarding agency; 

(C) minimizing regulatory burdens associated with participation in 
STIR programs; 

(D) gnidelines for .. model agreement, to be nsed by all agencies, 
for allocating between small business concerns and research instirutions intellectual property 
rights and rights, if any~ to carry out follow-on research. development. or commercialization; 

(El procedures to ensnre thet-

(i) a recipient of an STIR award is a small business 
concern, as defmed in section 3 and the regulations promulgated thereunder; and 

(ii) such small business concern exercises management and 
control of the performance of the STIR funding agreement pursuant to a bnsiness plan 
providing for the commercialization ofthe technology that is the subject matter ofthe 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 Wlder an STTR program enters into follow-on, non-STTR funding 
agreements with the small business concern for such research, development, or production. 

(q)334 DISCRETIONARY TECHNICAL ASSISTANCE.

(I) IN GENERAL.-Each Federal.geney required by this section to 
conduct an SBIR program may enter into an agreement with a vendor ""leered under 
paragraph (2) to provide small business concerns engaged in SBIR projects with technical 
assistance services. such as access to a network of scientists and engineers engaged in a wide 
range oftechnologies, or access to technical and business literature available through on-line 
data bases, for the purpose ofassisting such concerns in

(A) malting boner technical decisions concerning such projects; 

(B) solving technical problems which arise 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. 

(2)335 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 ASSIST ANCE.

(A) FIRST PHASE.--Each ageney referred to in paragraph (I) may 
provide services described in paragraph (1) to nrst phase SBIR award recipients in an amount 
equal to not more than $4..000, which shall be in addition tothe amo~ll ofthe recipient'S 
award. I 

(B) SECOND PHASE.--Each agency referred to in paragraph (I) 
may authorize any second phase SBIR award recipient to purchase, with funds available from 
their SSfR awards, services described in paragraph (I), in an amount eqrulJ to not more than 

;mSubsection 9(q) added by § 301(a) ofPL 102-564, approved Oct. 28, 1992 (106 Stat. 4249). 

J35Subsecnon 9(q)(2) rewritt-en by § 607 ofP.L. 103-403, approved Oct. 22, 1994 (108 Stat. 4204). Text offormer § 9(q)(2) 
is reprinted below: 

Annually, each agency may select a vendor for purposes of this subsection using competitive. merit~based 
to assist sma!! business concerns to meet the goals listed in paragraph (1). 
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$4,000 per year. 

(r}336 TInRD PHASE AGREEMENTS.

(I) IN GENERAL.--In the case of a small business concern that is 
awarded a funding agreement for the second phase ofan SBm or STIR progrmn, a Federal 
agency may enter into. third phase agreement with that business coneern for additional work 
to be performed during or after the second phase period. The ,ecnod phase funding 
agreement with the small business coneem may, at the discretion of the agency awarding the 
agreement, set Qut the procedures appUcable to third phase agreements with thet agency or 
any other agency. 

(2) •DEFINITlON.-In this subsection, the term "third phase agreement" 
means a follow-on, non-SBIR or non-STIR funded contract as described in paragraph (4)(C) 
or paragraph (6)(C) ofsubsection (e). 

"Third phase 
"Ilfe<ment." 

(3) INTELLECTUAL PROPERTY RlGHTS.-Each funding agreement 
under an SBIR or STIR program shall include provisions setting forth the respective rights 
of the United States and the small business concern with respect to intellectual property 
rights and with respect to any right to carry out follow-on research. 

(S)337 OtJ111JEACIi 

(I) DEFINITION OF ELIGIBLE STATE - In this subsection, the term 
~'eligible State" means a State

"Eligible 
state," 

(A) ifth. total value ofcontracts 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 50 percent of the arriount 
provided under this subsection. ' 

(2) PROGRAM Al.iTIIORlTY - Of amounts made available to 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 ASSISTAI'ICE - The amount of assistance provided to 

. 336Suhse<:tion 9(r) added by § 305 ofPL 102-564, approved Oct 28, 1992 (106 Stat. 4249). 

JJ7 New subseotion, 9(,) and (I) added by § 5IlI(b)(I){C) ofP.L. 105·135, approved Dec. 2, 1991 (111 Stat. 2621). Section 
501 (bX2) provides for the repeal of subsection 9(5) effective October 1,2001. 
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an eligible State under this subsection in any fiscal year

(A) shall be equal to tv.'ce the total amount of matl:hing funds from 
non-Federal sources provided by the State; and 

(B) shall not exc;ed $100,000. 

(4) USE OF ASSISTANCE - Assistance provided to an eligible State 
under this snbsection shall be used by the State, in consultation with State and local 
departments and agencies, for programs and activities to increase the participation ofsmall 
business concerns located in the State in the programs under this section, including

(A) the establisbment ofquantifiable performance goals, including 
goalsrelating _ ., 

(I) the number ofprogram awards under this section made 
to small business concerns in the State; and 

.(ii) the total amount of Federal research and development 
contracts awarded to small business concerns in the State; 

(B) the provision of competition outreach support to small business 
concerns in the State that are involved in research and development;, and 

(C) the development and dissemination ofeduectioual and 
promotional information relating to the programs under this section to smalJ business 
concerns in the State, 

(t) INCLUSION IN STRATEGIC PLANS - Program infortnation relating ro 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 5, Uuited States. 

§ 10.'''(a) The Administration shal~ as soon as practicable each fiscal'" year make a Reports. 

comprehensive annual report to the President, the President of the Senate, the Senate Select IS USC 639. 

Committee on Small Business, and the Speaker ofthe House of Representatives, Such report 

shall include a description of the state ofsmall business in the Nation and the several States, 

and a description of the operations of the Administration under this chapter, indOOmg, but 


3JBformer § lO(a) was rewritten and the reporting requirement changed from semiannual to annual by § 5(a)(1) ofPL 
S7~30S. approve4 Sept, 26. 1961 (75 Stat.666). Additional reporting requirements were imposed by § i o:fPL 93-237. 
approved Jan. 2. 1974 (:87 Stat, 1023), which added the second and third sentences and made other insubstantial changes to 
§ 10(,). 

~)9<'Fjscal" year substituted for "calendar" year by § 3(4) ofPL 93-608, an Act to discontinue or modify certain ''l''lftillg 
requirements oflaw, 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 ofdata 
and information, and other functions under the jurisdiction oflhe Administration during the 
previous fise,d"· year. Such report shall contain recommendations for strenglhening or 
improving such programs, or, when necessary or desirable to implement more effectively 
congressional policies and proposals, for establishing new or alternative programs. In 
addition, such report shall inelnde lhe names oflhe business concerns to whom contracts are 
let and for whom fmancing is arrangad by the Administration, together with the amounts 
involved. With respect to minority small business concems, the report siudl inclode the 
proportion ofloans and other assistance Wlder this Act provided to such concerns, the goals 
of the Administration for the next fiscal year with respect to such concerns, and 
recommendations for improving assistance to mhtority small business concerns under this 
Act341 

(b) The Administration shall make a report to the President, the President ofthe 
Senate, and the Spe3ker of the House ofRepresentatives, to the Senate Select Committee on 

Roportto 
Congression 
committees. 

S~l Business, and to the Committee on Small Business of the House of Representatives,3<2 
as soon as practicable each fiscal year,'" showing as accurately as possible for each such 
period the amoWlI of funds appropriated to it that it has expended in the conduct ofeach cfits 
principal activities such as lending, procurement, contracting, and providing technical and 
managerial aids,344 Such report shall contain the number and amount of loans. the numberQf 
applications, the total amount applied for, and the number and amount ofdefaults for each 
type ofequipment or service for which loans are authorized by'" this Act. Such report shall 
provide such information separately on each type of loan made Wider paragraphs (10) 
through (15) ofsection 7(3) and separately for all other loan programs. In addition, the 
information on loans shall be supplied on a monthly basis to the Committee on Small 
Business of the Senale and the Committee on Snudl Business ofthe House of 
Representatives, 

3tO"Senate Sel~Committee on Small Business" added by § 203 ofPL 95-89. approved Aug, 4. 1917 (91 Stat. 553), The 
Senate deleted the word "Select" by S. Res. 101, 97th Cong" 1st Sess" Mar. 25. 1981. 

)HLast sentence lidded by § 21 t ofPL 95~S9. approved Aug, 4, 19n (9J Stat. 553). The requirement uribe report of the 
progress in liquidating the assets and winding up the affairs of the RFC repealed by § 3(4) ofPL 93~608, an Act to 
discontinue or modify certain reporting requirements: of law, approved Jan. 2. Irr5 (8& Stat. 19(1),. 

m"Committee on Small Business ofthe House of Representatives" substiruted for "House Seleet Committee: to Conduct a 
Study and Investigation ofilie Problems of Small Businessh by § 204 ofPL 95-89. approved Aug. 4, 1917 (9J Stat. 553). 

U31he phrase "as soon as practicable eacb fiscal year" substituted for "on December 31 ofeaCh year" by § 3(5) QfPL 
93~60', an Act to discontinue or modify certain reporting requirements oflaw, approved Jan. 2, 1975 (8S Stat. 1%7). 

3H The reporting requirement to § lO(b) was cbanged from semiannual to annual by § 5(a)(2) of PL 87<,05> approved Sept 
26,1961 (75 Sill .. 6(7). 

)f$'Jhe words "this Act" ... through the end of§ IOCb) added by § 1904 ofPL 97-35, approved Aug. 13, 1981 (95 Stat. 357). 
This chang¢ also dotewJ P.rior language concerning reporting requirements for former § 7(1) loans, wbieh bad been added by 
PL 95M 315, the Small Business Energy Loan A~t of 1978. approved July 4, 1978 (92 Stat. 379). 

161 : (Rev. 9) : 



§ 100c) to 
§ 10(e)(2)

SMALL BUSINESS ACT 

(e)'" [Repealed]. 

Defense(d) For the purpose ofaiding in carrying out the national policy to insure that a 
p'rocurtment

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 ofthe Nation, the Deparlmcnt of Defense shall make an annual report to the 
Committees on SmaIl Business of the Senate and the House of Representatives"" showing 
the amount of funds appropriated to the Deparlment ofDefense 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 smaIl business in 
the same fields ofoperation; and such repot1S 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 
retain all correspondence. records of inquiries. memoranda,. reportS, books) and records l Maintenance of 

re(:()ros availabl including memoranda as to all investigations condu<:ted by or for the Administration, for a 
to Small Businc period ofat least one.year from the dste ofeach thereof, and shall at all times keep the same 
Committees.available for inspection and examination by the Senate Select Committee on Small Business 

and the Committee on Small Business of the House of Representatives,'" or their duly 
authorized representatives. 

(2)'SO. The Committee on Small Business ofeither 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 

J-U-Subsection 10(c) repealed by § 1091 ofP,L. 1()4..66, approved Dec. 21, 1995 (109 Stat. 722). Text offormer §, lO(e) is 
set Qut below: 

0) The Attorney General is directed to make, or direct the Federal Trade Commissian 10 roue for him, 
SUlVeys ofany activity of tm Government wbich may affect smali business. fot the pUJPOse of detennining any 
factors which may tend to eliminate competition. create or strengthen monopolies, promote Wldue con.;entration of 
economic power, or otherwise injure small business. 

(2) The Attorney General shan submit to the Congress, the Senate Select Committee on Small Business and 
the President. at such times as be deems desirable, but not less than once every yeaT. reports lIttting forth the results 
ofsuch surveys and including such reeotnmendations as be may deem desirable. 

J.11Monthly reports by Deparunent of Defense cbanged to. annual report by § 241(1) ofP.L, 10t~514, approved Nov, 15. 
1990 (104 Stat. 2826). 

"'The Inspector Geneml was ,ddod by § 406(e)(l) oCPL 10'Hi;6, approvod Nov. 15, 1988 (102 Stat. 3876). 

34 !I<"Committee on Small Business of the House of Representatives" substituted for "l1ouse Select Committee to Conduct a 
Study and Investigation of the Pr.oblClllS ofSmaU Business" by § 207 ofP!,. 9.5-89, approved Aug, 4, 1977 (91 Stat 553), 

"'p.r.grapil 1O(e)(2) was added by § _(e)(2) of PL 100-656, approV1ld Nov. 15, 1988 (102 Slat. 3876). There is no 
paragraph 100e)(l) 
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70) or 8(.). Not later than thirty days after the receipt ofsuch. request, the inspector 
General shall inform the committee, in writing, of the disposition of the request's, by such 
office. 

(I) To the extent deemed necessary by the Administrator to protect and preserve 
small·business interests, the Administration shall consult and cooperate with other 
departments and agencies of the Federal Government in the fonnulation by the 
Administration ofpolicies affecting small·business concerns. When requested by the 
Administraror, each department and agency of the Federal Government shall consult and 
cooperate with the Administration in the fonnulation by the Administration ofpolicies 
affecting small-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 such department or agency of policies affecting small· business concerns, 
in order to insure that small· business interests wiU 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 ofsuch department or agency delennines 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, 

Report to
(g)'" The Administration shall transmit, not later thea December 31 ofeach year, ro Congress.

the Senate Select Committee on SnralI Business and Committee on Small Business of the 
House ofRepresentatives353 a sealed report with respect to-

(1) complaints allaging illegal conduct by employees of the 
Administration which were received or acted upon by the Administration during the 
preceding fiscal year; and 

(2) investigations undertaken by the Administration, including external 
and internal audits and security and investigation reports. 

Report to (h)'" The Administration shall transmit, not later thea March 31 of each year, to the 
Congressional

Committees on Small Business of the Senate and House of Representatives a report on the Committees. 
secondary market operations during the preceding calendar year. This report sball include, 

but not be limited to, (1) the number and the total dollar amount ofloaos sold inlo the 

secondary market and the distribution of such loans by size ofloan, size oflender, 

geographic location of lender, interest rate, maturity, lender servicing fees, whether the rate is 


351"Requesf' substituted for ""matter" by § IS ofPL 101~31, approved June IS, 1989 (103 Stat 73). 

35ZAdded by § 4 ofPL 93~3S6, approved Aug, 23. 1974 (88 Stat 142), 

353"Senate Select Committee on Small Business and Committee on Small Business ofthe House of Representatives" 
subStituted for "Committee on Banking. Housing and Urban Affairs Qfthe Senate and the Committee on Banldng and 
Currency of the House ofRepresentatives'~ by § 208 QfPL 95*89, approved Aug. 4, 1'977 {91 Stat. 553). The Senate deleted 
the word "Select" by S. Res. 10 I, 97th Cong,. lst Sess., Mar. 25. 1981. 

15'Subsection 10(h) added by § 4 of PL 98·352, Small Business Secondary Market lmprovements Act of 1984, approved 
J~ly 10, 1984 (98 Stat. 329). 
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fixed Gr variable, and premium paid; (2) the number and oollar amGunt of loans resold in !he 
secondary market with a distribution by size ofloon, interest rate, and premiums; (3) the 
number and total dollar amount of pools fGrmed; (4) the number and total dollar amount of 
IGans in each pool; (5) the dollar amount, interest rate, and tenns on eaeh loan in eaeh pool 
and whether the rate is fixed or variable; (6) the number, fuce value, interest rate, and tenns 
Gf the trust certificates issued for each pool; (7) to the maximum extent possible, the use by 
the lender ofthe proceeds ofsales of loans in the secondary market for additional lending I<> 
small business concerns; and (8)'an analysis of the information reported in (I) through (7) to 
assess small businesses' access to capital at reasonable rates and tenns as a result of 
secondary market operations, 

§ II. (a) The President is authorized 10 consult with representatives of small-business 

concerns with a view to encouraging the making by such persons with the approval ofthe 

President of voluntarY agreemenlS and programs to further the objectives of this Act. 


(b) No act or omission to act prusuant to this Act which OCCUIS while this Act is in 
effect, ifrequested by the President pmsuant to • voluntarY agreement or program approved 
under subsectioo (a) of this section and found by the President to be in the public interest as 
contributing to the national defense, shall be construed to he within the prohibitions of the 
antitrust laws or the Federal Trade Commission Act of the United States. A copy ofeach 
such request intended to he within the coverage ofthis section, and any modification or 
"ithdeawal thereof, shall be furnished to the Attorney General and the Chairman ofthe 
Federal Trade Cormnission when nrade, and it shall be published in the Federal Register 
unless publication thereof would, in the opinion of the President, endanger the national 
security. 

(e) The authority granted in subsection (b) ofthis seclion shall he 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 ofthe Faderal Trade 
Commission not less than ten days before making any request or fmding thereunder, and (3) 
upon the condition that such official obtain the approval of the Attorney General to any 
request thereunder before making the request. 355 

(d) Upon withdeawal of any request or fmding hereunder; or upon withdeawal by 
,the Attorney General "fhis approval of the voluntarY agreement or program on which the 
request or fmding is based. the provisions of this section shall not apply 10 any subsequent 
act. or omission to act, by reason ofsuch froding or request. 

§ 12. The President may transfer to the Administration any functions, powers, and duties of 
any deportment or agency which relate printarily to small-business problems. In connection 
v.ith any such transfer, the President may provide for appropriate transfers ofrecords, 

\ 

IS USC 640. 


Transfer of 
small·business 
functions. 
15 USC 641. 

]5..snt.e President delegated this authority to the SBA Administrator by Ext:<:. Order NQ, l0493. J C,F,R,. 974 (l9'~9·1 '953, 
compilation).}& Fed, Reg, 65&3 (1958). See page 70) of this Handbook. 
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property, necessary personnel, and unexpended balanees of appropriations and other funds 
available to the department or agency from which the transfer is made. 

Listing of 
§ 13. No loan shall be made or equipment, facilities, or services furnished by the agents and 
Administration nnd~r this Act to any business enterprise unless the owners, partners, or attorney" 
officers of such business enterprise (I) certify to the Administration the names ofany is usc 642. 

_mey., agents, or other persons engaged by or on bebalf ofsuch business enterprise for the 
purpose ofeXllediting applications made to the AdminiSlmtion for assistance ofany 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 oftwo years afrer any assistance is rendered by the 
Administration 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 suob 
assistance or aoy part thereof was rendered, or within one year prior thereto, sball have 
served as an officer, attorney. agent, or employee ofthe Administration occupying a position 
or engaging in activities which the Administration shall have detennined involve discretion 
with respect to the granting ofassistao<:e under this Act; and (3) furnish the names of lending 
institutions to which such business enterprise bas applied for loans together with date., 
amounts, terms, and proofofrefusal. 

§ 14. To the fullest extent the Administration deems practicable, it shall make a fair charge Charges for 
for the use of Government-owned property and make and let contracts on a basis that will Government 
result in a recovery of the direct cost incurred by the Administration. owned property. 

IS USC 643. 

§ 15."'(0) To effectuate the purposes ofthis Act, small business concerns within the 
Awards or meaoing ofthis Act sball receive any award or contract or any part thereof, aod be awarded 
contracts,any contract for the sale ofGovernment property, as to which it is detemtined by the 
determination.

Administration and the contracting procurement or disposal agency (1) to be in the interest of 15 USC 644. 
mainutining or mobilizing the Nation's full productive capacity, (2) to be in the interest of 
war or national defense programs, (3) to be in the interest ofassuring that a fair proportion of 
the total purchases and contracts for property and services for the Government in each Set-asides 

based onindustry category'" are placed with small-business concerns, or (4) to be in the interest of 
industryassuring that a fair proportion of the total sales of Government property be made to 
~egory,

small-business concerns; but nothing contained in this Act shall be construed to change any 
preferences or priorities established by law with respect to the sale ofelectrical power or 
other property by the Government or any agency thereof. These determinations may be made 
for individual awards or contracts or for classes of awards or contracts. 35Blf a proposed 
procurement includes in its statement of work goods or services currently being performed by 

3~6Section 502 of PL 95-8.9. approved Aug.. 4, 1977 (91 stat. 5531 redesignated the first subsection as "(a)" and added 
subsection. (b). (e), (d), (e), and (fj. 

"'Language dealing with industry 'alegmie' added by § 921(a)(l)ofPL 99-661, approved Nov. 14, 1986 (100 Slat 3816), 
as amended by § 100a)(1) ofPL lOO~26. approved April 21, 1987 (101 Stat. 273), made applicable as per § 12(c) thereof as 
ofenactmentofPL99..-661.~,· , 

JS9"fbe 3 sentences foHowing footnote signal added by § 208 ofP,L. IOI~574, approved Nov. 15.1990 (104 Stat 2820). 
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a small business, ""d if the proposed procurement is in a quantity or estimated dollar value 
the magnitude of which reeders small business prime contract participation unlikely, or ifa 
proposed procurement for construction seeks to package or consolidate discrete construction 
proje<:ts, or the solicitation involves an unnecessarY or unjustified bundling ofcontract 
requirements, as determined by the AdminislI1ltion,35' the Procurement Activity shall 
provide a copy ofthe proposed procurement to the Procurement Activity's Small Business 
Procurement Center Representative .t least 30 days prior to the solicitation's issuance along 
with a statement explaining (I) why the proposed acquisition cannot be divided into 
reasonably small lots (not less thIUl economic production runs) to permit offers on quantities 
less thIUl 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 actual 
requirements of the Government, (3) why the proposed acquisition cannot be offered so as to 
make small business participation likely, (4) why construction cannot be procured as separate 
discrete projects, or (5) why the agency has determined that the bundled contract (as dafined 
in section 3(0» is necessary and justified."· The thirty-day notification process sball occur 
concurrently with other processing steps required prior to issuance ofthe soliclwion. Within 
15 days after receipt ofthe proposed procurement and accompanying stalemen~ if the 
Procurement Center Representative believes that the procurement as proposed will render 
small business prime contract participation unlikely, the Represenlative shall recommeed to 
the Procurement Activity alternative procurement methods which would increase small 
business prime contracting opportunities. Whenever the Administration ""d the contracting 
procurement agency filii to agree, the matter shall be submitted for determination to the 
Secretary or the head ofthe appropriate department or agency by the AdminislI1ltor.'" For 
purposes ofclause (3) of the ftrst sentence ofthis subsection, an industry category is • 
discrete group ofsimilar goods ""d services. Such groups shall be determined by the 
Administration in accordance with the four-digit standard industrial classification cndes 
contained in the Standard Industrial Classification Manual published by the Office of 
Management and Budget, except that the Administration shall limit such an industry category· 
to a greater extent thIUl provided under such classification codas if the AdminislI1ltion 
receives evidence indicating that further segmentation for purposes ofthis paragraph is 
warrIUlted due to special capital equipment needs or special labor or geographic requirements 
or to 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 work for contracts for such goods or services is to be pnrfonned 
and Government purchases comprise the major portion ofthe entire domestic market for such 
goods or services and, due 10 the fixed loc.tion offucilities, high mobilization costs, or 
similar economic factorS,. it is unreasonable to expect competition from business concerns 

3Sl.I The reference to the bundling ofcontract requirements was added by § 413(b)(1) ofP.L. IOS~13S, approved IXc. 2, !997 
(III Stat2619). 

)SO Number (5), requiring agency justification for bundled contract requirements, was added by § 413{b)(3) ofP.L J05~J35, 
approved Dec. 2. 1997 (111 Stat. 2619). 

mAdded by § 92J{a)(2) ofPL 99~661, approved Nov. 14, 1986 (iOO Stat. 3816). 
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located outside ofthe general areas where suCh concerns are located.362 A contract may not Awarding of 
be awarded under this subsection if the award of the contract would result in • cnst to the contracts at fai 

awarding agency which exceeds a fair market price. market price. 

(b) With respe<1 10 any work to be performed the amount of which would exceed 
the maximum amount of any contract for which a surety may be guaranteed against loss 
under section 411 ofth. Small Business Investment Act of 1958 {I5 U.s.C. 694 (b», the 
contracting procuremenl agency shall, to the extenl practicable, place contracts so as 10 allow 
more than one small business concern to perform such work. 

(e)'" (I) As used in this subsection: 

"Committee."(A) The term "Committee" means the Committee for Purchase 
from the Blind and Other Severely Handicapped established under the fIrSt section of the Act 
ectitled "An Act to create a Committee on Purchases of Blind, made Products, and for other [41 USC 46J,
purposes", approved June 25, 1938 (41 U.S.C, 46). 

"Public or privat 
(B) The lerm "public or private organization for the handicapped" organization for 

has the same meaniug given such term in section 3(e), the handicapped 

(C) 	 The term "handicapped individual" has the same meaniug "Handicapped 
individual."given such term in section 3{t). 

(2) (A)'" During fiscal year 1995, public or private organizations for the 
handicapped shaII be eligible 10 participate in programs authorized under this section in an 
aggregate amount not to exceed $40,000,000. 

361Added by § 921(b) ofPt. 9~661, approved Nov. 14, 1986 (100 Stat 3816). 

mSection 15{c) reWritten by § BJ(a) ofPL 100·590, approved Noy.:;, 1988 (102 Stat 3005). For prior "ersion, see § 116 
o(PL 96-302. approved July 2. 1980 (94 Stat 833}. Sections 133(b) and (c) ofPL 100-590provide: 

(b) ~ Not later than September 30. 1m, the General Accounting Office shan prepare a report 
describing the impact that contracts awarded under section I$(c) .. fthe Small Business: Act have bad on for-profrt 
small business concerns for fiscai,Years 1989 through 1991, The report shall be t:ransmitted to the Committees on 
Small Business Qf the Senate and the House ofRepresenp1tives. 

(e) Task Force There is established within the Small Business Administration a task force on purchases 
from tbf: blind and severely handicapped whlcb shan consist ofooe reprc:sentatiVt:' of the small business commwtity 
appointed by the Administrator ofthe smal1 Business. Administration and one individual knowledgeable in the 
affairs of or experienced in lhe work ofsheltered workshops appointed by the Exeeutive Director orUte Committee 
fbr Purchase from the Blind and Other Severely Handicapped established under the fU'St section Qfthe Act entitled 
"An Act to create a Committee Oil Purchases ofBlind~made ProdudS, and fur other~". approved June 25, 
1938: (41 U.5.C.46). The task force shall meet at least once every six months for the purpose ofreviewing the 
award of contracts under section 15(c) of the Small Business Act and recommending to the Small Business 
Administration such administrative or statutQt)' changes as it deems appropriate. 

3MParagraph 15(c)(2}{A) amended to apply Oldy to fiscal year 1995 by § 305 ofP.L. 103-403, approved Oct. 22, 1994 (108 
S..<.4189). 
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(B) None ofthe 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 II An Act to create a Committee on Purchases of 
Blind-made Products, and for other pwposes", approved June 25, 1938 (41 U.s,c, 47), 141 USC 41), 

(3) The Administrator shall monitor and evaluate such participation. 

(4) (A) Notlllter than ten days after the announcemenlofa proposed 
award ()f. contract by an agency or department to a public or private organization for the 
handicapped, a for-profit small business concern that has experienced or is likely to Appeal of 
experience severe economic injury as the result ofthe proposed award may file an appeal of award. . 

the proposed award with the Administrator, 

(B) Ifsuch a concern files an appeal ofa proposed award under 
subparagraph (A) and the Administrator, after consultation with the Executive Director of the 
Committee, ftnds that the concern has experienced or is likely to experience severe economic 
injury as the result of the proposed award. not later than thirty days after the filing ofthe 
appeal, the Administration shall require each agency and department ,having procurement 
powers to take such action as may be appropriate to alleviate economic injury sustained or 
likely to be sustained by the concern. 

(5) Each agency and department having procurement powers shall report 
to the Office ofFederal Procurement Policy each time a contract subject to paragraph (2)(A) 

Federalis entered into, and shall include in its roport the amount of the next higher bid submitted by a 
Pr()curementfor-profit small business concern, The Office ofFederal Procurement Policy shall coUecl 
Policy.

data reported under the preceding sentence through the Federal procurement data system and 
shall roport to the Administration which shall notify all such agencies and departments when 
the maximum amount ofawards authorized ander paragraph (2)(A) has been made during 
any fiscal year, 

(6) For the pwpose of this subsection, a contract may be awarded only if 
at least 75 per centum of the direct labor performed on each item being pruduced 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, 

(7)365 Agencies awarding one or more contracts to such an organization 
pursuant to the provisions of this subsection may use multiyear contracts, ifappropriate., . , 

(d) For pwposes ofthis section priority shall be given to the awarding ofcontracts Contract awards 
and the placement of subcontracts to small business'" concerns which shall perform a pnonty. 
substantial proportion ofthe production on those contracts and subcontracts within areas of 

"'Paral!1"pb 15(.)(1) added by § 305(2) ofP,L, 103-403, approved Oct 22, 1994 (lOS Sial. 4190), 

:;"Words "small business" added by § 117(a) ofPL 96~302, approved July 2, 1980 (94 Stat. 833), 

168 (R'v,9) 



§ 15(e) 10 
§ 15(e)(2)(A)

SMALL BUSINESS ACT 

concentrated I.memployment or underemployment or wjthin labor surplus areas. 
Notv,ithstanding any other provision of law, total labor sorplus area set-asides pursuant to 
Defense Manpower Policy Number 4 (32A C.F.R. Chapter I) or any successor policy shall 
be authorized if the Secretary or his designee specifically determines that there is a 
reasonable expectation that offers will be obtaine", from a sufficient number ofeligible .00_= so that awards will be made at reasonable prices. As soon as practieable and to the 
extent possible, in determining labor surplus areas, consideration sltall be given to those 
persons who would be available for employment were suitable employment available. Until 
such definition reflects such number, the present criteria ofsuch policy sltall govern. 

Procurement(eJ'" PROCUREMENT STRATEGIES; CONTRACT BUNDLING-
strategies; 
contract 

(I) IN GENERAL - To the maximum extent practicable, procurement bWldling. 
strategies used by the various agencies having contracting authority shall facilitate the 
maximum participation of small business concerns as prime contractors. subcontract.ors, and 
suppliers. 

(2) MARKET RESEARCH

(A) IN GENERAL - Before proceeding with an acquiSition strategy 
that could Iced to a contract contsin.ing consolidated procurement requirements, the head of 

, , 

167New subsection 15(e) added by § 413(a) ofPL. 105-135, approved Dec. 2, 1997 ('ill Stat. 2618). Former subsections 
lS(e) and (f) deleted by § 7101(a) ofP.l,.... l03~3:5S> approved Oct. 13. (994 (l08 Stat. 3367). Text offormersnbsections 
15(e) and (t) is setout below: 

(e) In carrying out small business set-aside programs, departments. agendes, and instrumentalities ofthe 
executive branch shaH award contractS, and encourage the placement ofsubcontracts for procurement 10 the 
following in the manner and in the order ~!ated: 

(1) concerns which are small business concerns and wbich are located in labor sutplus areas, on the 
basis of a total set-aside; 

(2) concerns whicb are small business concerns, 00 the basis of a total &et..aside; 

(3) concerns which are small business concerns an~ which are locat~ in a labor surplus area, on the 
basis ofa partial set-aslde~ ,.' " 

(4) concerns wbicb are small business concerns, on the basis ofa partial set-aside, 

(t) After priority is given to the small business concerns specified In subsection (e), priority shall also be given 
to the awarding ofcontracts and ~e placement ofsulx:onl.!acts. on the basis of a total set-aside, to concerns wbich 

(1) are not eligible under subsection (e); 

(2) are not small business concerns; and 

(3) will perform a substaruiaJ proportion ofthe prodllction on those contracts and subcontracts within 
areas of ooncentrated unemployment or underemployment or within tabor surplus 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 detennined as being necessary and justified if, as compared to the 
benefits that .would be derived from contracting to meet those requirements ifnot 
consolidated, the 'Federal Govenunent would derive from the consolidation measurably 
substantial benefits, including any combination ofbenefits 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 tenus 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 ofa contracting agency 
detennines that a proposed procurement strategy for a procurement involves a substantial 
bundling of contract requirements, the proposed procurement strategy sha11

(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 concerns 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 detennination 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 small 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 ofiers, with due consideration t the capabilities of all of the proposed 
subcontractors. If a small business concern teams under this psragraph, it shall not affect 
its status as a small business concern for any other purpose. 

(I) (deleted]. 

(g)36& (l) The President shall annually establish Government-wide goals for Oovem~ 

procurement contracts awarded to small business concerns, small business concerns ment 

owned and controlled bY service disabled veterans,'" qualified HUBZone smaU business wide 
goals.

concems31O
, small business concerns owned and controlled by socially and economically 

disadvantaged individuals, and small business concerns owned and controlled by 
women311, The Government~wide goal for participation by small business concerns shall 
be established at not less than 23'.'2 percent of the total value of all prime contract awards 
for each fiscal year. The Government-wide goal for participation by small business 
concerns oWIled and controlled by service-disabled veterans shall be established at not 
less than 3 percent of the total value ofall prime contIact and subcontract awards for each 
fiscal year. The Government-wide goal for participation bY qualified HUBZone small 
business concerns shall be established at not less than 1 percent of the total value ofall 
prime contract awards for fiscal year 1999, not less than 1.5 percent oflIle total value of 
all prime contract awards for fiscal year 2000, not less than 2 percent of the total value of 

". Subsection, (g), (h), (i), OJ and (k) added by § 221.ofPL 95-507, approved 0<1. 24, 1978 (92 Stat. 1757), 
Subsection 15{g)(1) inserted by § 502(3) ofPL lO(}"656. approved Nov, IS. 1988 (t02 Stat 3&81), effective October 1, 
1989. per § S03(b)(3XC) thereof, Section 7102(3) ofP,I.... 1O)~3SS, approved Oct 13, 1994 (108 Stat. 3367), provides: 

(l) To facilitate the anainrnent ofa goal fOJ the participation of small business concerns owned and 
controlled by socially and economically disadvantaged individuals that is established for a Federal agency 
pursuant to section IS(g)(l} ofthe Small Busl.ness Act (IS U.s.C. 644{g)(1)1 the head of the agency may enter 
into contracts using- . 

(A) Itss than full and open competition by restricting the competition for such awards to small 
business concerns owned and contrQl!ed by socially and etonomically disadvantaged individuals described in 
subsection (d)(3)(C) ofseetion 8: o(the Small Business Act (15 U,S.c. 637); and 

(B) a price evaluation preference not in excess of 10 percent when evaluating an offer received 
from such a small business concern as the result ofan unrestricted solicitation. 

(2) Paiagraph 0) does not apply to the Department of Defense. the Coast Guard. and the Natiooa) 
Aeronautics and Space Administration. 

:m Participalion goals for small business concerns owned and operated by service·disabled veterans added by § 502(a) of 
P.L, 106-50. opproved August 17, 1999 (113 Stat. 24n 

370 References to "qualified HUBZQne small business concerns" added by § 603(bXI)(A) of P.L. 105~135, approved Dec. 
2,1997 (Ill Stat. 2632), 

mReferencts to "small business concerns OMled and controlled by women" here and in paragraph (g)(2) and subsection 
(b) added by pl06(aXl) otP.L: 103-355, approved 0<1. 13, 1994 (lOS Stat 3374). 

m The government-wide contracting goals changed from 20 to 23 percent by § 003(b)(!)(B) ofP.L l05~!35, approved 
Dec. 2, 1997 (\11 Stat. 2632). 
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all prime contract awards for fiseal year 200 I, not less than 2,5 percent of the total value 
ofall prime contract awards for fiscal year 2001, and not less than 3 percent of the total 
value of all prime coniract awards for fiscal year 2003 and each fiscal year thereafier,37J 
The Government-wide goal for participstion by small business ""neems owned and 
controlled by socially and economically disedvantaged individuals shall be established at 
not less than 5 percent of the total value ofall prime contract and subcontract awards for 
each fISCal year. The Government-wide goal for participation by small business coneerns 
owned and controlled bY women shall be established at not less than 51!.':rcent 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, small business concerns owned and controlled by service-disabled veterans, 
qualified HUBZone small business concerns, small business concerns o"ned and 
controlled bY socially and economically disadvantaged individuals, and small business 
concerns owned and controlled by women to participste in the perfonnance ofcontracts 
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), 
insure 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. 

(2) The head ofeach Federal agency shall, after Cl)nsultation with the 
Administration, establish goals for the participation by small business concerns, by small 
business concerns owned and oontroUed by service~disabled veterans,ns by qualified 
HUBZone small business concerns, J76 by small business concerns owned and controlled 
by socially and economically disadvantaged individuals, and by small business concerns 
owned and c:ontrolled by women in procurement contracts of such agency having a value 
of$25,OOO or more."? Goals established under this subsection shall be jointly 
established by the Administredon and the beed of each Federal agency and shall 
realistically reflect the potential of small business concerns, small business concerns 

l'nContract goals for qualified HUBZone smaU business concerns added by § 603(b)(l){C) ofP.L IOS~135. approved 
o<c.2, 1997 (Ill StaL 2632). 

17'Conrract goals for small buSineM concerns owned and oontrolled by women added by § 1t06(a)(2)(A) ofP.L. 103-355. 
approved Ocl. 13, 1994 (l08 S""3375). 

m References in this paragraph to small business concerns owned and controlled by service..oisabled veterans added by § 
502(b) ufP.L. 1~50, approved Augu" 17, 1999 (II) Stat, 248). 

J7& References to qualified HUBZooe small business concerns added by § 603(b)(2) of P.L 105·135, approved Dec. 2, 
1997 (Ill Stat. 2632). 

l71Sllbsection 921(b)(I} of PL. 99-661, approved Nov. 14, 1986 (IOO Sm. 3816), removed tht: $10,000 value. Subsection 
309(21)(1) ofPL IOO-iSO. approved Dec. 4, 1987 (101 Stat, 1 DO). added the $25,000 value, providing also that the 
amendment would be in effect until Sept. 30, 198&. Subsection 809(a)(2) ofPL 100-180 
would be stricken effective Oct I, 1988. Section 731 ofPL 100..656 amended ~ubsection 809(a){2) ofPL '0<>·18< 
extending the date on which the $25,000 value would be removed until Oct 1,1989. 
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owned and controlled by seMce-disabled veterans, qualified HUBZone small business 

concerns, and small business concerns owned and controlled by socially and 

economically disadvantaged individuals to perform such Conb:aCIS and to perform 

sulx:ontracts under such contracts. Whenever the Administration and the heed of any 

Federal agency fail to agree on established goals, the disagreemenl shall b.submitted to 

the Administrotor of the Office ofFederal Procurement Policy for finaJ determination. 

For the purpose ofestablishing goals under this subsection, the heed ofeach Federal 

agency shall make consistent efforts to annually expand participation by small business 

concerns from each industry category in procurement contracts of the agency, including 

participation by small business concerns owned and controlled by service-disabled 

veterans, by qualified HUBZone small business concerns, by small business concerns 

owned and controlled by socially and economically disadvantaged 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 •• 


(A) contracts awarded as the result of unrestricted competition; 

and 


(B) contracts awarded after competition restricted to eligible 

small business concerns' under this section and lUlder the program established under 

seclion 8(.)'" . . . 


(h) 	 (1) At the conclusion ofeach fiscal year, the head ofeach Federal Reports 
toSBA.agency shall report to the Administration on the extent of participation by small business 


concerns, small business concerns oWned and controlled by veterans (including service- . 

disabled verer3ns),'" qualified HUBZone small business concerns,'" small business 


)7IRefercnce to small business concerns owned and controil~ by women added by § 71.06(a)(2Xc) ofP.L. W3~355. 
approved Oct 13, 1994 (lOS Stat. 3375). 

}l9'Section 221 ofPL 95-507 establisbed the small business Set-asides for procurement contracts having a value of 
$10,000 or mote. Su~tion 921(d)(2) ofPL 99"661. approved Nov. 14. 1986 (lOa Stat. 3816). removed the $) 0,000 

, threshold and added the last two sentences in § 15{g). 

110 References to veterans in this sub:>ection added by § 601 ofP.L. 106~50, approved August 17. 1999 (113 Stat. 248). 

Section 603 of that law provides: 


The Administrator of the Small Business Administration shall transmit annually to the Comminees on Small 
Business. and Veterans Affairs of the House of Representatives and the Senate a report on the needs of smail 
busine$s concerns owned and controlled by veterans and small business CQncems owned and controUed by 
:>ervt(:e..uisabled vetMu'ls, which shall include inf(lnnation on

(I) the availability ofSmaU Business Administration programs fOt such small business concerns 
and the degree of utilization of Souch programs by such small business concerns during the preceding 12-month 
period, incJuding statistical infQtffiation on such utilization 4S compared to the small business community as a 
Whole; 

(2) the percentage and dollar value of Federal C()ntracts awarded to such small business concerns 
during the preceding 12·month period, based on the data collected pursuant to section 664(d); and 

(Rev. 9, Change I) 

173 



-
 § IS(hX2) 

SMALL BUSINESS ACT 

concerns owned and controlled by socially and economically disadvantaged individuals, 
and small business concerns owned and controlled by women in procurement contracts of 
such agency. Such reports studl cont3in appropriate justifications for failure to meet the 
goals established under subsection (g) of this section, 

Reports
'0 !he(2)'" The Administrntion studl annually compile and analyze the reports President 

submitted by tlte individual agencies pursuant to paragraph (l)and shall submit them to and !he 
Congn::ss. 

(3) proposals to improve the access of such small business concerns to the assistance made 
available by thr: United States. 

Section 604 ofP,L. 106-50provi~es: 

(a) INFORMAnON ON FEDERAL PROCUREMENT PRACTICES.-The Administrator aflbe Small 
Business Administration shall. for each flSCru year

(1) collect information concerning: the procurement practices and procedures ofeach department 
and agency ofthe United Statr:s haVing pt'O(:urement authority;. 

(2) publish and disseminate such information to procurement officers in aU Federal Agencies; 

(3) make such information available to any small business concern requesting such infonn~ 

(b) IDENTIFICATION OF SMALL BUSINESS CONCERNS OWNED BY ELIGIBLE VE'I'EF:A~IS,~ 
Each: fISCal year, the Secretary of Veterans Affairs shalt, wconsultation with the Assistant Secretary of Labor 
for Veterans' Employment and Training and the Administrator of the Small Business Administration, identify 
smail business concerns owned and ;;;ontrolled by veterans in the United $tates. The Secretary shall wfenn 
each small buslrms concern identified under this paragraph that information un Federal procurement is 
avai)able from the Administrator, ' 

(c) SELF~EMPLOYMENT OPPORTUNITlES.-The Secretary efLabor, the Secretary of Veterans 
Affairs, and the Administrator of the Sma1l Business Administration shall enter intO a memorandum of 
understanding to provide for coordination of vocatIonal rehabilitation services, ted!nical and managerial 
assistance, and fmancial assistance to vetera:ns, including service-disabled veterans. seeking to employ 
themselves by fonning or expanding small busiMss concerns. The memorandum of understanding shall include 
reeommendations for expanding existing programs or establishing new programs to provide sucb services or 
assistance to such veterans. 

(d) DATA COLLECTION REQUlRED.-The Federal Procurement Data System described in section 
6(d)(4)(A) of the Office of Federal Procurement PoUcy Act (41 U's,C, 4059d)(4XA) shan be modified to 
collect data regarding the pertentage and dollar value of prime contractS and suboontJacts awarded to small 
business concerns owned and controlled by veterans and small business concerns owned and controlled by 
servire-disabled vetenms. 

)tlReferences to qualified HUSZone small busmess concerns added by § 603(bX3} ofP.L, IOS~135. approved Dec. 2, 
1997 (Ill StaL2632), 

Jl!:<Lan sentence of subsection lS(h)(l), requiring. SSA t"o comment to the Small Bilsine~s Committees, deleted . 
"""graph 15(\1)(2) added by § SOl ofPL 100-656. approved Nov_ 15, 1988 (102 Stat. 3881), effective October 
P'" ,803(b)(3)(C) thereof 
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the President and the Congre.s,m The Administration's submission to the President shall 
include the following: ' 

(A) The Government-wide goals for participation by small 
business concerns, small business concerns owned and controlled by service-disabled 
veterans, qua1ified HUBZone small business concerns, small business concerns owned 
and controlled by socially and economically disadvantaged individuals,'" and small 
business concerns owned and controlled by women and the performance in attaining such 
goals, 

, (B) The goals in effect for each agency and the ageney's 
perfonnance in attaining 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 year, 

(0) The number and dollar value of contracts awarded to small 
business concerns, small business concerns owned and controlled by servicewdisabled 
veterans, qualified HUBZone small business concerns, small business concerns o~'Ded 
and controlled by socially and economically disadvantaged individuals and small 
business concerns owned and controlled by women through-

(i) noncompetitive negotiation, 

{ii) competition restricted to small business concerns 
owned and controlled by socially and economically disadvantaged individuals, 

(iii) competition restricted to small business concerns) 
and 

. (iv) unrestricted competitions, 

for each agency and on a Government·wide basis. 

(E) The number and dollar value of subcontracts awarded to 
small business concerns, small business concerns owned and controlled by service
disabled veterans, qualified HUBZone small business concerns, small business concerns 
owned and controlled by socially and economically disadvantaged individuals and small 
business concerns owned and controlled by women. 

m "and the Congres'" added by § 601(b)(l)ofP,L, 106·50, approvod August 17, 1999 (\13 Stat), Section 601(b)(2) of 
that law added the reference to veterans. 

~lndividuals" added by § 19 ofPL 10l~37. approv<:d June 15, 1989 (103 Stat 74). 
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(F) The number and dollar value ofprime contracts and 
subcontracts awarded to small business concerns owned and controlled by women. 

State of(3) The President shall iru:lude the information required by paragraph 
small

(2) in each annual report to the Congress on the sWe of small business prepared pursuant business 
to section 303(0) of the Small Business Economic Policy Act of 1980 (IS U.S.C. Tepan, 
631b(a».'" '. lIS USC 

631b(.)]. 

(i) Nothing in this Act or any other p",\';sion of law precludes exclusive 
small business set-asides for procurements ofarchitectural 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. 

Each contract for the purchase of goods and services that has an 

mReference is to PL. 96·30'2, approved July 2, 19&0 (94 Stat. &48). 

le6Seaion 15G) rewritten by § 4004 ofP,L. 103.355, approved Oct. 13. 1994 (108 StaL 3338), Textofformer § ISO} is 
set out below: 

Each contnct for the procurement of goods and services which has an anticipated value not in excess oftbe 
small purchase threshold and which is subject to small purchase procedures shall be reserved exclusi,'cly for 
small business concerns unless the contracting officer is unable to obtain offers from two Of mQre small 
business concerns that are competitive with market prices and in terms ofquality and delivery ofthe goods or 
~rvices being purchased. In utilizing small purchase procedures, eontracting officers shall. wherever 
circumstances pennit. ~hoose Ii method of payment which minimizes paperwork and facilitates prompt 
to contractors. 
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anticipated val"" greater than $2,500 but not greater than $100,000 shall be reserved 
exclusively for small business concerns 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. 

(2) in carrying out paragraph (I), a contlaCting officer shall consider a 
responsive offer timely received from an eligible small business offeror. 

(3) Nothing in paragtapb (I) shall be construed as precluding an award of 
[lOUse

a contract with a value not greater than $100,000 under the authority ofsubsection (a) of 2323].
section 8 oflhis Act, section 2323 of title 10, United States Code, section 712 nfthe Business [IS usc 
Opportunity Development Reform Act of 1988 (Public Law 100-656; 15 U.S.C. 644 note), or 644 note]. 
section 7102 of the Federal Acquisition Streamlining Act of 1994. 

OffiCCQf 
[k) There is hereby established in each Federal agency having procurement Small and . 

powers an office to be known as the "Office of Small and Disadvantaged Business [)isadvantag 
BusmessUtilization". The management of each such office shall be vested in an officer or employee 
Utilization,ofsuch agency who shall

(I) be known as the "Director of Small and Disadvantaged Business 
Utilization" for such agency. 

(2) be appointed by the bead ofsuchngency, 

(3)'" be responsible only to, and report directly to, the head of such agency 
or to the deputy ofsuch 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 ofthe functions 
and duties under sections 8 and 15 oflhis Act which relate to such agency, 

(5)'" identify proposed solicitations that involve significant bundling of 
contract requirements, and work 'With the agency acquisition officials and the Administration 
to revise the procurement strategies for such proposed solicitations where appropriate to 

Jll.lException for the Office nfttie Secretary ofDefense in paragraph (3) added by § 603(1) ofPl 100·6:56, approved Nov. 
tS, 1988 (102 Sut3888). 

"'_graphs IS(k)(S) through (9) renumbered as 15(1<)(6) through (10), respectively, and new paragraph IS(I<)(5) added by 
§ 'Il(e) .fP.L. 10S-135. approved 0«. 2. 1997 (lll SUt 2619). Paragraphs 15(1<)(5). (6), ",d (7) renumbered (6), (7), and 
(8), respectively and new subsection 15(k)(S) added by § 12 ofPL too-496, approved Oct. 17, 1988 (102 Sial 2465), 
effective as to contracts awarded, contracts renewed, and contlact options exercised during or after the ftrSt flSCal quarter 
beginning more than 90 days.after Oct. 17, 1995, per § 14(a), Subsection (k)(5) amended to include specifitally protection 
for subcontractors and suppliers and the references to the fAR by § S06(d) ofPL 102~J90. approved Dec, S, 1991 (105 Stat. 
t419). 
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increase tlle probability ofparticipation by small businesses as prime contractors, or to 
facilitate small business participation as subcontractors and suppliers, if a solicitation for a 
bundled contract is to he issued; 

(6) assist small business concerns to obtain payments, late payment 
interest penalties, or infonnation due to such concerns from an executive agency or a 
contractor, in confonnity witll chapter 39 of title 31, United Stares Code, or any otller 
protection for contrnctors or subcontractors (including suppliers) tllat is included in the 
Federal Acquisition Regulation or any individual agency supplement to such Government
wide regulation; 

(7) have supervisory autllority over personnel of such agency to the extent 
that the,functions and duties of such personnel relate to functions aud duties under sections 8 
aud 15 Dfthis Act, . 

(8) assign a small business technical udviser to each office to which the 
Administration has assigned a procurement center representative 

(A) who shall be a full-time employee of the procuring activity aud 
shall be well qualified, technically trained and familiar with the supplies or services 
purchased at the activity, and 

(B) whose principal duty shall be to assist the Adeuinistration 
procurement center representative in his duties and functions relating to sections 8 and 15 of 
this Ac~ 

(9) cooperste, aud consult on a regular hasis, with the Adeuinistration with 
respect to carrying out tlle functions and duties described in paragrsph (4) of this subsection, 
and 

(10)385 make recommendations to contracting officers as to whether a 
particular contract requirement Should be awarded pursuant to subsection (a), or section 8( a) 
of this Act or section 2323 of title IQ, United States Code. Such recommendations shall be 
made with due regard to tlle requirements ofsubsection (m), aud the failure of tlle contracting 
officer to accept any such recommendations shall be documented and included within the 
appropriate contract file. 

This subsection shall not apply to the Adeuinistration. 

(1)". (1) The Administration shall assign to each major procurement center a 
breakout procurement center representative with such assistance as may be appropriate. The 

:;eSSubsection lS(kX9) added by § 603(4) ofPL lOO~656, approved Nov. 15, 1983 (102 Stat 388&). 

(10 USC 2323J. 

Breakout 
procurement 
center 
representative. 

mFonner subsection "I" renumbered "rn" and new subsection ""1" inserted by § 403(a) ofPL 9S~$n. approved Oct. 30, 
(9B SlaC 3(66), 
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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 ofthe 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 ceoter. Any 
breakout procurement center representative assigned under this subsection shall be in 
addition to the representative referred to in subsection (k)(6). 

(2) In addition to carrying out the responsibilities assigned by the 
Administration, a breakout procurement center representative is authorized to 

(A) attend any provisioning conferenee or sintilar evaluation 
session during which deterntinations are made as to whether requirements are to be procured 
through other than full and open competition and make recommendations with respect to 
such requirements to the members ofsuch conference or session; 

(B) review, at any time. restrictions on competition previously· 
imposed on items through acquisition method coding or similar procedures~'and recommend 
to personnel of the appropriate activity the prompt reevaluation ofsuch Iintitations; 

(C) review restrictions on competition arising out of restrictions on 
lbe rights of the United States in technical data, and, when appropriate, recommend that 
personnel of the appropriate activity initiate a review of the validity of such an asserted 
restriction~ 

(D)397 obUtin!Tom any governmental source, and make available to 
personnel of the appropriate activity. technical data necessary for the preparation of. 
competitive solicitation package for any item of supply or service previously procured 
noncompetitively due to the unavailability of such technical data; 

(E):l8e 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 engineering proposals and, when 
appropriate (i) conduct a value analysis of such proposal to detennine, whether such proposal, 
ifadopted, "'ill result in lower costs to the Uniled States without substantially impeding 
legitimate acquisition objectives and forward 10 personnel of the appropriate activity 
recommendations with respect to such proposal, or (ii) forward such proposals without 
analysis to personnel of the activity responsible for reviewing such proposals and who shall 

JI7The phrase ''unmtricted technica1 data'" was changed to "1eehnki.tl data" by § 1: 10(1) ofPL 10(}"590, approved Nov. 3, 
1988 (102 Stat. 2994), 

mSubseetlon 1 SO)(2)(E) was rewritten by § 110(2) ufPl lOO~590. Prior version limited access to unclassified procurement 
records, ~ § 403{a) ofPL 98~577, approved Oct. 30, 1984 (98 Stat. 3066}. 
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furnish the breakout proemement center representative with information regarding the 
disposition ofany such proposal; and 

(0) review the systelllS that aCCOWlt for the acquisition and 
management oftechnical data within the procurement center to assure that such systenlS 
provide the maximum availability and access to data needed for the preparation ofoffers to 
sell 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 eppeal 
the failure to act favorably on any reconunendation made pursuant to paragraph (2), Such 
appeal shall be filed and processed in the same manner and subject to the same conditions 
and limitations as an appeal filed bY the Administrator pursuant to subseelion (a). 

(4) The Administration shall assign and co-Iocate at least two small 
business technical advisers to each major procurement center in addition to such other 
advisers as may be authorized from time to time. The sole duties of such advisers shall be to 
assist the breakout procurement center representative for the center to which such advisers 
are assigned in canying out the functions described in paragraph (2) and the representatives 
re1erred to in subsection (k)(6)"· 

(5) (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 fautiliar with the 
supplies and services procured by the major procurement center to which they are assigned. 

(B) In addition to the requirements ofsubparagraph (A), each 
breakout procurement center representative, and at least One technical adviser assigned to 
such representative, shall be an accredited engineer. 

(e) The Administration shall establish personnel positions for 
breakout procurement representatives and advisers assigned pursuant to this subsection which 
are classified at a grade level of the General Schedule sufficient to attract and retain highly 
qualified personnel. 

"Major(6) For purposes ofthis subsection, the term t'rnajor procurement center" 
prOCu:rtmlent

means a procurement center that, in the opinion ofthe Administrator, porchases substantial center." 

"'Subsection 15(1)(3) was rewritten by § 110(3) ofPL 100-590, 

HCBecaU$(! ofthe renumbering of the paragraphs in § 15(k) of the Act by § 12 Q{PL 100-496, approved Oct. 17. 1988 
Stat, 2465), this reference should be to § 1.5(k)(7). 
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dollar amounts ofother than commercial items and which has the potential to incur 

significant savings as the result oflbe placement of a breakout procurement center 

representativt~. :391 

(7)392 (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 

representative 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 ofsuch 

subsection. 


(B) The breakout procurement center representative shall prepare 

and personally deliver an annual briefing and report to the head of the procurement eenter to 

which such representative is assigned. Sueh briefing and report shall detail the past and 

planned .ctivities 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 reporl and shall, within sixty calendar days after 

receipt, respond, in writing, to each recommendation made by such representative. 


[10 USC 2323].(m)'" (I) Each agency subject to the requirements of section 2323 of title 10, 

United States Code, shall, when implementing such requirements

(A) establish pollcies and procedures that insure that there will be 
. no reduction in the number ofdollar value of contracts awarded pursuant to this section and 
section 8(.) in order to achieve any goal or other program objective; and 

(B) . assure that such requirements 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 to in 

subsection (k)(6)),m in addition to such other duties as may be assigned by the 

Administrator, shall 

J9tSubsection IS(1)(6) was rewritten by § 110(4) of?L 100-590, approved Nov. 3, 1988 "(102 Stat 2994). Prior paragraph 

15(1)(6), read: 


For purposes ofthis subsection, the term "major procurement center" means a procurement center of the Department 
of Defense that awarded contracts: for items other than commercial items totaling at least $150,000,000 in the 
preceding fiscal year, and such other procun:ment centers as designated by the Administrator. 

"'Subsection 15(1)(7) added by § 110(5) ofPL 100·590, approved Nov. 3, 198& (102 Stat. 2995). 

mSection 15{m) rewritten by § 601 ofPL J00w656, approved Nov. 15, 1988 (102 Stat. 3887). For prior version, see § 233 

of PL 95·507, approved Oct. 24, 197& (97 Stat. 1757) as renumbered by § 403(.) .fPl- 9&-577 (98 Stat. 3066). 


:mSecause of tile renumbering of the paragraphs in § l5(k) of the Act by § 12 ofPL 100496, approved Oct. 17. 1988 (102 

Stat. 2465), this reference should be to § 15(k)(7). 
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)(A) monitor the performance of the procurement activities to which' 
they are assigned to ascertain the degree ofcompliance with the requirements ofparagraph 
(I); 

(B) report to their immediate 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, 

Labor surpJu(n) For purposes ofthis section, the determination oflabor surplus areas shall be 
lite.made on the basis of the criteria in effect at the time ofthe determination, except that any 
detetminatio

minimum population criteria shall nnt exceed twenty·five thou.'!3lld. Such detennination, as 
modified by the preceding sentence, shall be made by the Secretary ofLabor.'" 

(0)'96 (I) Acnncem may not be awarded aeontroct under subsection (a) as a 
smaIl business concern unless the concern agrees that 

(A) in the case ofa contract for services (except construction), at 
least 50 percent ofthe cost of contract performance ineurred for personnel shall be expended 
for employees of the concern; and 

(B) in the case of. contract for procurement of supplies (other than 
procurement from a regular dealer in such supplies), the concern will perform work for at 
least 50 percent ofthe cost of manufacturing the supplies (not including the cost of 
materials). 

(2) The Administrator may change the percentage under subparagraph (A) 
or (B) ofparagraph (I) if the Administrator determines that such change is necessary to 
reflect conventional industry practices among business concerns that are belQW the numerical 
size standard for businesses in that industry category. 

(3) The Administration shall establisb, through public rulemaking, 
requirements .intilar to those specified in paragraph (1) to be applicable to contracts for 
general and specialty construction and to contracts for any other industIy category not 
otherwise subject to the requirements of such paragraph. The percentage applicable to any 

"'Subsection (nJ added by § 18003(0) of PL 99-272, oppro""d April 7. 1986 (100 StaU63). Section 18003(b) provided 
that this ameru1.ment will take effect on the ninetieth day after enactment 

s96Subsection (0) added by § 921(e)(2) ofPL 99~661. approved Nov. l4, !986 (lOa Stal3816). Paragraph 
read ", . . the concern will perform at least SO percent ofthe COst of the contract with its own employees;", Currentlangua: 
added by § 10(bXIXA) .fPL 100·26, approved April 21, 1981 (l00 Stat. 2881 made applicable by § 12(e) as of the 
-enactrnentofPL 99~66].~. 
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such requirement shall be detennined in accordance witit paragraph (2).'" 

Penalty for false§ 16. (a) Whoever makes any statement knowing it to be false, or whoever willfully 
statements,

overvalues any security, for tit. purpose ofobtaining for himself or for any applicant any IS USC64S. 
loan, or extension titereofby renewal, defennent of action, or otiterwise, or the acceptance, 
reJease~ or substitution ofsecurity therefor, or for the purpose of influencing in any way the 
action of the Adurinistration, or for !be purpose ofobtaining money, property, or anything of 
value,.under this Act, shall be punished by a fme ofnot more than $5,000 or by 
imprisonment for not more than two years, or both. 

Penalty for(b) Whoever, being connected in any cepacity with the Adurinistration, (1) 
wrongfulembezzles, abstracts, purloins, or willfully misapplies any mooeys, fuods, securities, or otiter conduct.. 

things ofvalue, whether belonging to it or pledged or otherwise entrusted to it, or (2) with 
intent to defraed the Administratioo or any otiter body politic or corporate, or any individual, 
or to deceive any officer~ auditor1 or examiner of the Administration makes any false entry in 
any book, report, or statement ofor to !be Adurinistration, or without being duly authorized, 
draws any order or issues, puts forth, or assigns any note. debenture. bond, or other 
obligation, or draft, bill ofexchange, mortgage, jedgmenl, or decree thereof, or 0) with 
intent to defraud participates or shares in or receives directly or indireedy any money, profit, 
property, or benefit through any transaction, loan, commission, contract, or any otlter act of 
!be Administration, or (4) gives any unauthorized information concerning any future action 
or plan of the Adurinistration which might affect the value of securities, or, having such 
knowledge, invests or speculates, directly or indireedy, in the securities or property of any 
company or corporation receiving loans or other assistance from the Administration, shall be 
punished by aline of not more than $\0,000 or by imprisonment for not more than five years, 
or both. 

(cj Whoever, with intent to defraud,knov.ingly conceals, removes, disposes of, or Penalty for 
converts to his ov.n use or to that ofanollier, any property mortgaged or pledged to~ or held Misappropriatio 
by. the Administration, shaH be fined not more than $5.000 or imprisoned not more than five ofSBA coUatera 
years, or both; hut if the value of such property does not exceed $100, he shall be fined not 
more than $1,000 or imprisoned not more than one year, or both.398 

mLast sentence in subsection 15(0)(3) added by § lO(b)(J)(BXii) ofPL 100-26, approved Apri121. 1987 (101 Stat 288). 
Section 15(P) repe,led by § 809(0) ofPL 100-180, approved D<c. 4, 1987 (101 s.m. mOl. Text ofrepealed • 15(P); 

(P) (l) Ext:ept as provided in paragraphs (2) 1l!1d (3), the head of any Federal agency shall, within five 
days ofthe agency's decision to set aside a procurement for small business concerns under this section. provide the 
names and addresses of the small business conc-erns expected to respond to the procurement to any person who 
requests such infonn.aUon. 

(2) lhe Secretary ofDefense may decline to provide infonnation under paragraph (I) in order to protect 
natronal security interests. 

(3) The head ofa Federal agency is not required to rtlease any information under paragtaph (1) that is not 
required to be released under section 552 oftlUe 5, United States Code, . 

391Section l6(c) added by § 2 ofPL 8&-264. approved Feb. 5,1%4 (78 Stat. S}. 
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(d)399 (1) Whoever misrepresents the status of any concern or person as a "small 
business concern," a "qualified HUBZone small business concern",400 a "small business 

tation. concern owned and controlled by socially and economically disadvantaged individuals" or a 
small business concem[s] owned and controlled by women".4

01 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 
furtherance, of any other provision ofFederal law that specifically references section 8(d) for 
a definition of program eligibility. shall be subject to the penalties and remedies described in 
paragraph (2). 

(2) Aoy person who violates paragraph (1) shal1

(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 prescribed by the (31 USC 3801). 
Program Fraud Civil Remedies Act of 1986 (31 U.S.c. 3801-3812); 

(C) be subject to suspension and debannent 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 perfonn any contract awarded by the Federal Govenunent or a 
subcontract under such a contract; and 

(D) be ineligible for participation in any program or activity 
conducted under the authority of this Act or $e Small Business Investment Act of 1958 (15 
U.S.C. 661 et seq.) for a period not to exceed 3 years. 

399Section l6(d) rewritten by § 405(a) ofPL 100-656, approved Nov. 15, 1988 (102 Stat. 3875). For prior version oftbis 
section, see § 18009 ofPL 99-272, approved April 7, 1986 (100 Stat. 368). 

400 Reference to "qualified HVBZone small business concern" and section 31 added by § 603(cXI) ofP.L. 105-135, 
approved Dec. 2, 1997 (111 Stat. 2632). 

401Reference to women added by § 7106(c)(I) ofP.L. 103-355, app,r0ved Oct. 13, 1994 (108 Stat. 3376). 
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(e) Any representation of the status ofany concern or person as a "small business 
concern". a ~'HUBZone small business concern", 4: 02 a "smail bUsiness concern owned and 
controlled by socially and economically disadvantaged individuals", or a "small business 
concern(s] owned and controlled by womenll403 in order to obtain any prime contract or 
subcontract enumerated in subsection (d) of this section sball be in writing.'" 

(I)'" Wh<>ever falsely certifies past compliance with the requirements of section 
7(jXIO)(I) of this Atl sball be subject to the penalties prescribed in subsection (d). 

Subordination§ 17. Any interest held by the Administration in property, as security for a loan, shall be 
.(SBA

subordinate to any lien on such property for taxes due on the property to • State, or political c()llateraJ.
subdivision thereof, in any case where sucb lien would, under applicable State law, 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 Administrationsball not duplicate the work or activity of any other duplication. 

IS USC 647.department or agency ofthe Federal Government'·' and nothing contained in this Act shall 
be construed to authorize any sucb duplication unless such work or activity is expressly 
provided for ill this Act If loan applications are being refused or loans denied by such other 
department Or agency responsible for such work or activity due to ad.ministrative 
withholding from obligation or withholding from apportionment, or due to administratively 
declared moratorium, then, for purposes of this section, no duplication ,ball be deented to 
have occurred.4DB 

(b) . As used in this Act 

" Agrieultura (I) "agricultural enterprises" means Ihose businesses engaged in Ihe enterprises."
production of food and fiber, ranching, and raising of livestock, aquaculture, and all other 
farming and agricultural related industries; and 

(2) "credit elsewhere" means the availability ofsufficient credit from 

402 Reference to "HUBZone small business concern" added by § 603{c)(2) of P.L. JOS~ J35, approved.Dee. 2. t 997 (1 t 1 
S"".26)2), 

lll3Rtference to women added by § 7J06{c:)(2) ofP.L. W3':l55, approved Oct. 13. 1994 (108 Stat. 3376), 

~il~Subsections 16fd) and (e) added by § IS009 ofPL 99·212, approved April 1. J986 (100 Stat.. 368). 

tOSSubsection 16(1) added by § 405(b} ofPL 100-656. approved Nov. 15, 1988 (102 Stat. 3875), 

~iI"Section 18 redesignated as § 18(8) and § 18(b) added by PL 96-38, approved July 25, 1979 (93 Stat. 97, (19) • 

•o,1'he exception for agricultural conce:ms established by ~ I 12(e) ofPL 94-305. approved June 4, 1976 (90 Stat. 663), was 
deleted by § t 8006(a)(3) of PL 99w 272. approved April 7. 1936 (100 Stat. 366). The repealed exeeptton applied to 
"entetpn5e.<; engaged in the production offood and fiber. ranching. and raising uflivestock. aquaculture, and all other 
farming and agricultwal related activities." See also fU'St clause of § 7(b) of the Act 

m wt sentence added by § S ofPL 93-386. approved Aug. 23, 1974 (8S Stat 742). 
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non-Federal so~ at reasonable rates and terms, taking into consideration prevailing 

private rates and tenus in the community in or near where the concern transacts business for 

similar purposes and periods of time.'" 


§ 19. Ifany provision ofthis Act, or the application thereof txl any person or cireumstances, Separability. 
is held invalid, the remainder ofthis Act, and the application of such provision to other 15 USC 631 
persons or circumstances, shall not be affected thereby. 'Ok. 

Authorization§ 20."'(0) (I) For fiscal year 1985 and every year thereafter, there are hereby f",
authorized to be appropriated such sums as may be necessary and appropriate to carry out the . appropriations 
provisions and purposes of this Act other than those for which appropriations are specifically Program level 
authorized. IIIFor fiscal year 1986 and every year thereafter, there are hereby authorized to . 15 USC 631 

nClte.be appropriated such sums as may be necessary and appropriate to be available solely (1) to 

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) oJsneb section. (2) to pay 

the expenses ofthe 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 (j). All appropriations whether specifically or generally authorized 

shall remain avallable until expended. 


(2) Notwithstanding any other provision oflaw, the Administration shall 

enter lara commitments for direct loans and to guarantee loans, debentures, payment of 

rentals, or other amounts due under qualified contracts and other 1ypes offinancial assistance 

and enter into commitments to purchase debentures and preferred securities and to guarantee 

sureties against loss pursuant to programs under this Act and the Small Business Investment 

Act of 1958, in the full amounts provided by law subject only to (A) the availability of 

qualified applications, and (8) limitations contained in appropriations Acts. Nothing in this 

paragraph authorizes the Administration to reduce or limit its authority to enter into such 

commitments.412 Subject to approval in appropriations Acts, amounts authorized for 

preferred securities, debentures or participating securities under title III of the Small Business 

Investment Act of 1958 may be obligated in one fiscal year and disbursed or guaranu;ed in'" 

any I or more of the 4 subsequent fiscal years. 


"'Original § IS(b) added by PL 96-38, approved luly 25, 1979 (93 Stat. 97, 119). Amended by § 119(c)(2)ofpL 96-302, 

approved July 2. 1980 (94 Slat 833), by adding defmition of "agricultural enterprises," Amendments made to § 13 by § 119 

of PI.. 96--302 shall not apply to any disaster wbich commenced on Or before the effective date of PL 96--30,2 (Le. July 2, 

1980) per § t 19(d) ofPL 96--302. For anotherdetmition of"credlt elsewhere," see § 3(h) orchis Act. 


H'JSection 20 was renumbered anti rewritten and $ubsections (d) through (h) added by § J 0 1 of pt, 100~590. approved Nov. 
3, 1918 (102 Stat. 2m). 

H1Sentence following this footnote signal added by § 3(1) of PL 9s..395. approved Aug, 21, 1984 (9S·Stat J366), 

"'Subsection 20(0)(2) added by § 18012 ofPL 99-272, approved April 7, 1986, (100 Stat 369). The last senten« added by 
. § 414 ofPL lQ2-366, approved SeptA, 1992 (106 Stat. 1018). 

U3 The phrase "the following fiscal year' was replaced by § 211 ofP.L 10.$..135, approved Dec, 2. 1991 (Ill ><at. 'b'ro. 
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(3)'14 There are authorized to be transferred from the disaster loan revolving 
Disaster loanfund such sums as may be necessary and appropriate for administrative expenses of the fund, tmnsfe

Administration, 

(4)'" Except as may be otherwise specifieally provided by law, the amount 	 Defem:d 
participationofdeferred participation loans authorized in this section-
I"""" 

(A) shall mean the net amount ofthe loan priocipal guaranteed by 
the Small Business Administration (and does not indude anY amount which is not 
guaranteed); 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 progmm directed to identified sectors ofthe 
small business conununily or to specific geographic regions ofthe United States, ' 

, , 

(b)'" There are authorized to be appropriated to the Administration for fiseal year 
FY t99L 1991 such sun,",as may be neoessaryto carry out the provisions of this Act and the Small 

Business Investment Act of 1958, There also are hereby authorized to be appropriated such 
sums as may be necessary and appropriate for the carrying out ofthe provisions and 
pwposes, including administrative, ofsections 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 1998,(e)'" FISCAL YEAR 1998

(I) PROGRAM LEVELS - The following progmm levels are authorized 
for fiseal year 1998: 

(A) For the progmms authorized by this Act, the Administration is 
authorized to make

(i) $40,000,000 in technical assistance grants, as provided 
in section 7(m); and 

mParagrnpb 20(aX3) added by § 102 ofP.L 101,574, appwved Noy, 15, 1990 (104 Stat, 2818), 

"'New pan!gJ3ph (4) added by § 102(1) ofPL 102-366, approved Sept. 4, 1992 (106 Slat, 981).· 

H6Former subsections 2O{b) through (g) deleted, former subsection 2O(h) redesignated 20(b) and new subsections 20(c) 
through 20(j) added by § 101 of1',1.. 101-574, approved Nov, 15, 1990 (104 Slat. 2815), 

41"1 Former subsections 20(c) through (V were deleted and new subsections 20(c) through (e) added by § 101 ofP.t. lOS· 
135, approved Dec. 2, 199i (1 I 1 Stat 2594). For text of former subsections 20(c) through (q), please .refer to earlier editions 
ofmis: Handbook. 

. 
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(ii) $60,000,000 in direct loans, as provided in section 
7(m). 

(B) For the programs authorized by this Act, the Athnirus1ration is 
authorized to make $16,040,000,000 in deferred participation loans and uther financings. Of 
such sum, the Athnirustration is authorized to make

(i) $12,000,000,000 in general business loans as provided 
in section 7(8); 

(ii) $3,000,000,000 in financings as provided in section 
7(8)(13) of this Act and section 504 of the Small Business Inves1ment Act of 1958; 

(iii) $1,000,000,000 in loans as provided in section 7(0)(21); 
and 

(iv) $40,000,000 in loans as provided in section 7(m). 

(C) For the programs authorized by title III ofthe Small Business 
Investment Act of 1958, the Administration is authorized to make

(i) $700,000,000 in purchases ofparticipating securities; 
and 

(ii) $600,000,000 in guarantees of debentures. 

(D) For the programs authorized by part B oftitle IV ofthe Small 
Business Investment Act of 1958, the Athnirustration is authorized to 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. 

(E) The Administration is authorized to make grants or enter into 
cooperative agreements-

(i) for the Service Corps ofRetired Executives program 
authorized by section S(b)(I), $4,000,000; and 

(ii) for activities ofsmall business development centers 
pursuant to section 21(c)(3)(0), $15,000,000, to remain available until expended. 

(2) ADDITIONAL AUTHORIZA nONS-

(Al There are authorized to be appropriated to the Administration 
for fiscal year 1998 such sums as may be necessary to carry out thls 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 

186 (Rev. 9) 



§ 20(c)(2)(B) to 
§ 20(d)(l)(B)(iil)

SMALL BUSINESS ACT 

of the Administration. 

(B) Notwithstanding subparagraph (A), for fiscal year 1998

(i) no funds are authorized to be provided to carry out the 
loan program .uthnrized by _lion 7(a)(2I) except by transfer from another Federal 
department or agency to the Administration, unless the program level authorized for general 
business loans under paragraph (l)(BXi) is fully funded; and 

(ii) the Administration may not approve loans on behalf of 
the Administration or on behalf ofany other department or agency, by contract or otherwise, 
under terms alld conditions other than those specifically authorized under this Act or the 
Small Business Investment Act of 1958, except that it m.y approve loans under section 
7(.)(21) ofthis Act in grass amounts ofnot more than $1,250,000. 

0)'" HUBZONE PROGRAM - There are authorized to be appropriated 10 
the Administration to carry out the program under § 31, $5,000,000 for lisca! year 1998. 

FY 1999.
(d) FISCAL YEAR 1999

(I) PROGRAM LEVELS - The following program levels are authorized 
for fiscal year 1999: 

(A) For the programs authorized by this Ac~ the Administration is 
authorized to make-

(i) $40,000,000 in technical assistance grants as provided 
in section 7(m); and 

(ii) $60,000,000 in direclloans, as provided in section 
7(m). 

(B) For the programs authorized by this Act, the Administration is 
authorized 10 make $17,540,000,000 in deferred participation loans and other financings. Of 
such sum, the Administration is authorized to make

(i) $13,000,000,000 in general business loans as provided 
in section 7(a); 

(ii) $3,500,000,000 in fmancings as provided in section 
7(.)(13) of this AOl and section 504 ofthe Small Business InveslmentAct of 1958; 

(iii) $1,000.000,000 in loans as provided in section 7(aX2I); 

m New § 20(c){3) added by § 607(1) ofP,L, 105-13-5, approved ~c. 2, 1997 (Ill Stat. 2635). 
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and 

(ivl $40,000,000 in loans as provided in section 7(m). 

(C) For the programs authorized by title III ofthe Small Business 
Investment Act of 1958, the Administration is authorized to make

(i)'" 51,200,000,000 in purchases ofparticipating securities; 
and 

(ii) 5700,00.0,000 in guarantees of debentures. 

(D) For the programs authorized by part B oftitle IV ofthe Small 
Business Investment Act of 1958, the Administration is authorized to 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(.)(3) of that Act 

(E) The Administration is authorized to make granls or enler 
cooperative agreementr

(il thr the Service Corps ofRetired Executives program 
authorized by section 8(1)XI), $4,500,000; and 

(ii) for activities of small husiness development centers 
pursuant to section 21 (c)(3XGl, not to exceed $15,000,000, to remain available until 
expended 

(2) ADDITIONAL AUTIlORlZA nONS-

(A) There authorized to be appropriated to the Administration for 
fiscal year 1999 such sums as may be necessary to carry out this Act, inclnding 
administrative expenses and necessary Joan capital for disaster loans pursuant to section 7(1)), 
and to eany out the Small Business Investment Act of 1958, inclnding salaries and expenses 
ofthe Administration. 

(8) Notwithstanding sUhParagraph (Al, for fISCal year 1999

(il no funds are authorized to be provided to eany out the . 
loan program authorized by section 7(a)(21) except by transfer from another Federal 
department or agency to the Administration, unless the program level authorized for general 
business loans under paragraph (I XBXi) is fully funded; and 

(ii) the Administration may not approve loans on behalf of 
the Administration or on behalfofany other department or agency, by contract or otherwise, 

.l9Amount changed from S800,OOO,000 by § 2(b)(1) of P.L. 106·9, approvod AprilS, 1999 (1IJ Stat. 17). 

188 (Rev. 9) 



§ 20(d)(3) to 
§ 20(e)(J)(C)(i) 

SMALL BUSINESS ACT 

under terms and conditions ather than those specifically authorized under this Act or the 
Small Business Investment Act of 1958, except that it may approve loans under section 
7(0)(21) oftbis Act in gross amounts ofnol more than $1,250,000. 

(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 
1999. 

(e) FISCAL YEAR 2000-- FY2000. 

(1) PROGRAM LEVELS - The following program levels are authorized 
for fISCal year 2000: 

(A) For the programs authorized by this Act, the Administration is 
authorized to make

(i) $40,000,000 in technical assistance grants as provided 
in section 7(m); and 

(ii) $60,000,000 in direct loans, as provided in section 
7(m). 

(B) For the programs authorized by this Act, the Administration is 
authorized to make $20,04Q,OOO,OOO in deferred participation loans and other financings. Of 
such sum. the Administration is authorized to make

(i) $14,500,000,000 in general business loans as provided 
in section 7(a); 

(ii) $4,500,000,000 in fmancings as provided in section 
7(0)(13) of this Act and section 504 of the Small Business Investment Act of 1958; 

(iii) $1,000,000,000 in loans as provided in section 7(0)(21); 
and 

(iv) $40,000,000 in loans as provided in section 7(m) .. 

(C) For the programs authorized by title III of the Small Business 
Investment Act of 1958, the Administration is authorized to rnake

(i)421 $1,500,000,000 in purchases ofparticipating securities; 
and 

." New § 20(d)(31 added bY§ 607(2) ofP.L. 105-115, "ppmved Dec. 2, 1997 (Ill S"".2635). 

421Amount changed from $900,000,000 by § 2(b)(2} ofP.L 106~9, appro'led April S, 1999 013 Stat. In 
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(ii) $800,000,000 in guarantees ofdebentures. 

(0) For the programs authorized by part B of title IV of the SnutlI 
Business Investment Act of 1958, the Administration is authorized to enter into guarantees 
not to exceed $2,000,000,000, ofwhich not more than $650,000,000 may be in bonds 
approved pursuant to section 411(a)(3) of that Act. 

(E) The Administration is authorized to make grants or enter 
cooperative agreements-

(i) for the Service Corps of Retired Executives program 
authorized by section S(b){l), $5,000,000; and 

(ii) for activities ofsnutll business developmen, centers 
pursuant to section 21 (c)(3)(G), not to exceed $IS,Ooo,Ooo, to remain available until 
expended. 

(2) ADDITIONAL AUTIIORlZAllONS

(A) There are authorized to be appropriated to the Administration 
for fiscal year 2000 such surns 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 Snutll Business Investment Act of 1958, including salaries and expenses 

, of the Administration. 

(B) Nomithstanding subparagraph (A), for fiscal year 2000

(i) no funds are authorized to be provided to Carty out the 
loan program authorized by section 7(aX21) excepr by transfer from another Federal 
department or agency to the Administration, unless the program level authori7.ed for general 
bu.,iness loans onder paragraph (1 )(B)(i) is fully funded; and 

(ii) the Administration may not approve loans on behalf of 
the Administration or on behnlf of any other department or agency, by contract or otherwise, 
under 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 onder section 
7(.)(21) of this Act in gross amounts of not more than 51,250,000. ' 

(3)422 lniBZONE 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. 

'" New § 20(e)(3) added by § 607(3) ofP.L. 105-135. "I'P'oved Dec, 2.1997 (III Sa•. 2636). 
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