
§ 20(1)10 
§ 21(aXI)SMALL BUSINESS ACT 

(I)'" DISASTER MITIGATION PILOTPROGRAM.-The following program Disaster 
levels are authorized for loans under section 7(b)(1)(C): mitigation 

pitot program. 

(I) $15,000,000 for fiscal year 2000. 
authorization, 

(2) $15,000,000 for fiscal year 2001. 

(3) $15,000,000 for fiscal year 2002. 

(4) $15,000,000 for fiscal year 2003. 

(5) S15,000,OOO for fiscal year 2004. 

§ 21.4"(a) (I) The Administration is authorized to make grants (including 
Small 
business 

contracts and cooperative agreements) to any State government or any agency thereof, development 
any regional entity. any State-chartered development, credit or finance corporation, any centers, 
women'5 business center operating pursuant to section 29,ru any public or private l5 USC 648. 

instinttion of higher education, including but not limited to any land~grant college or 
university, any college or school of business, engineering, commerce, or agriculture, 
community college or junior college, or to any entity fonned by two or more of the above 
entities (herein referred to as "applicants") to assist in establishing small business 
development centers and to any sucb body for: small business oriented employment or 

' 13Subseetion 20(t) added by § l(b) ofP.L, 106~24. appro~ed April 27. 1999 (lI3 Stat. 39). 

*14former § 21 redesignated as § 30 and new § 21, added by Title II, § 202 oIPL 96-302, approved July 2, 1980 (94 Stat 
833). Title II ofPL 96-302 may be cited as the "Small Business Development Center Act of 1980~ per § 201 ofPt 
96-302. Both §§ 201 ~ 202 of Tide 11, PL 96-302, which provide for SaDCs and add new § 21, are repealed effeetive 
Oct. I, 199(), per § 4 ofPL 98·395, approved Aug, 21, 1984 (9g Stat 1366), Previously, the repealed section was 
effective 011(. I, 1934 (§ 204 ofPL 9~302, gmm), later made effective Jan, I. 1985. by PL 98-171, approved Nov, 29. 
1983 (91 Stat. 112:5), and further extended by § 4 offt 98-395, ~ to Oct. I, 1990, Note: Pl" 98~8 approved March 
24, 1983, Emergenc), Jobs Appropriation (97 Stat. )3). provided: ' 

"DeveJoping Parks and Recreation Areas 

An additional amount of$:50,000,000 to remain available until expended, is appropriated for "Salaries and 
expenses", Small Business Admintstration to be available only for grants f01' TeSQUrces development programs 
pursuant to $ection 2 !(aX) of the Small Business Act; notwithstanding. any other provi$ion of Jaw including 
any contained herein, such sum shall be allocated to each State, the District of Columbia, and 1he 
Commonwealth ofPuel1o Rit:o on the basis of the average of the number of unemployed individuals who reside 
in eacll such area as compared to Ibe total number of unemployed individuals in all of the States, the District of 
Columbia and Puerto Rico during the fourth quarter of calendar year 1982; upon receipt of a <:ertifteation, which 
the Administrator deeID$ appropriate from the Governor ofany State or Puerto Rko Qr the Mayor ofthe District 
of Columbia, the grant to that are may be made (sic) immediately, and an expedited review and approval ofany 
rules, regUlations or procedlU'es is hereby authorized and $ball be completed by AprillS. 1983." 

fot language affecting SBOCs in appropriations statutes, see page 601 of this Handbook. 

4,$ References. to women's. business centers in this paragraph were added by ~ 502(a)(l) of P.L. 105-135, approved Pee. 
2, 1997 (Ill Stat. 2622). 
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-
§ 21(0)(2) to 
§ 21(0)(3)(A)SMALL BUSfNESS ACT 

,, natural resources development programs; studies, research, and counseling concerning 
the managing, financing, and operation of small business enterprises; management and 
technical assistance regarding small business participation in international nuu:kets, 
export promotion and technology transfer, delivery or distribution ofsuch services and 
information; and providing access to business analysts who can refer small business 
concerns to available expertS: Pmvided,'" That after December 31, 1990, the 
Administration shall not make a grant to any applicant other than an institution ofhlgber 
education or a women's business center operating pursuant to section 29 as a Small 
Business Development Center unless the applicant was receiving a grant (including a 
contract or cooperative agreement) on such date. The Administration shall require any 
applicant for a small busines_s development center grant with performance commencing 
on or after January 1, 1992 to have its own budget and to primarily utilize institutions of 
higher education and women' s business centers operating pursuant to section 29 to 
provide services to the small business connnunity. The term ofsuch grants shall be made 
on a calendar year basis or to coincide "ith the Federal fiscal year.427 

(2) The Small Bushaess Development Centers shall work in close 
cooperation with the Administration's regional and local offices, the Department of 
Commerce, appropriate Federal, State and local'gencies and the small business 
community to serve as an active information dissemination and service delivery 
mechanism for existing trade promotion, trade finan~ trade adj us-tment, trade remedy 
and trade data collection programs of particular utility for small businesses. 

(3) The Small Business Development Center Program shall be under 
the general management and oversight of the Administration,428 for the delivery of 
programs and services to the small business community. Such programs and services Cooperative 
shall bejointly developed, negotiated; and agreed upon; with full participation of both agreement. 
parties, pursuant to an executed cooperative agreement between the Small Business 
Development Center applicant and the Administration, 

(A)429 Small business development centers are authorized to fonn 

~vlso added by § 6 ofP.L. IOI~SIS, approved Nov, S, 1990(104 Stat 2142). 

417Last sentence in subsection 21 (a)(l) and all of subsections 21(aX3) through 21(aX5J substituted by § 2 ofPL 
98w39S, approved August 21,19&4, Small Business Development Center Act of 1984 (98 Stat. 1366). Clause in 
21(a)(1) "management ... and technology transf-et" added by subsection 8006(bXI) ofPL 100-418, approved August 23, 
1988 (102 Stat. 1557). Subsections 21(a)(3) through 21(a)(5) renumbered and new subsection 21(a)(2) inSerted by 
subsection 8006(b)(2)ofPL IQo..lS. 

". Language following the f""mote signal was added by S502(.)(2)(A) ofP.L. 105·135, approved Dec. 2, 1997 (III 
Slat 2622). Fonner language read as' follows: ". but with recognition that a partnership exists under this section 
between the Adminislration and the applicant for the delivery ofassistance to the small business tommunity. Servk:cs 
shall be provided pursuant to a negotiated cooperative agreement with full participation ofboth part:ies... 

"'Subparagraphs (A) and (B) added by §223(.) ofPL 102·366,approved Sept', 1m (106 Stat. 1000). Section 
provides: 

(R,v. 9, Change I) 
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§ 21(a)(3)(A) 

SMALL BUSINESS ACT 

Not later than 180 days after the date Qf enactment of this Act. the Administrato.r of the Small Business shall 
submit to the Committees on Small Business and the committees on Appropriations of tM Senak and the 
House ofRepresentatives, proposed regulations for the Small Business Developmenl Center Program. 
authorized by sectlon 21 oftbe Small Business Act (15 U.S.C. 648). 

The last sentence of section 22J(b), which prohibited the Agenc)' from publishing proposed regulations in the Fedtral 
Register, was deleted by § 9(e) ufPL 103-81, appN)ved August 13. 1993 (107 Stat. 733). 

Section 302 ofP.L. 106-50, approved August 17, 1999 (IlJ Stat. 242), provides: 

Not later than 180 days after the date of the enactment ofthis Act. the Secretary ofVeterans affairs, the 
Administrator ofthe Small Business Administnltion, andihe head ofthe association fOl'1Iled. pursuant to 
section 21(a)(3)(A) ufthe Small Business Act shall enter into a memorandum Qfunderstanding with respect 
to Cl1trepreneurial assistance to veterans, including service-disabled veterans, through SmaU Business 
Development Centers (described in section 21 of the Small Business Act (15 USC 6(8» and facilities of the 
Dt~Partment of Veterans Affairs. Such assistance shall include the following: 

(I) Conducting of studies and research. and the distribution ofmfonnation genetatcd by such 
studies and research. on the formation, managf:ment, financing. marketing. and operation of small business 
concerns by veterans, 

(2) Provision of training and counseling to veterans concerning the formation, management. 
flnancing, marketing. and operation of small business com:erns. 

(3) Provision of management and technical assistance to the owners and operators of$lIlali 
business concerns regarding international markets, the promotion ofexports, and the transfer of technology. 

(4) Provision of assistance and information to veterans regarding procurement oppottllnities 
with Federal, State. and local agencies, especially sucb agencies ~ in whole or in part with Federal 
funds. 

(5) Establishmen1 ofan information clearinghouse to collect and distribute information, 
including by electronic means, on the assistance programs ofFedera~ State. and local governments, and of 
{hi' private sectof. including information on office locations, key persoMei, telephone numbers. mail and 
electronic addresses, and contracting and subcontracting opportunities. 

(6) Provision of Internet or other distMce leaming academic instruction for veterans in 
business subjeeu, including accounting, marketing, and business fundamentals, 

(7) Compilation of a list of smal1l>usiness concerns owned and controlled by service-
disabled veterans that provide products or services that could be procured by the United States and delivery 
of such list to each department and agency Of the United States. Such list shall be delivered in hard copy 
and electronic fonn and shall include the name and address of each such small business concern and the 
pr'[Iducts or services that it provides. 

(Rev. 9, Change 1) 
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§ 21(a)(3)(ll) 10 
§ 2J(.)(4)(A) 

SMALL BUSINESS ACT 

association to pursue matters of common concern. If more than a majority of the small 
business development centers which are operating pursuant to agreements with the 
Administration are members ofsuch an association, the Administration is authorized and 
directed to recognize the existence and activities ofsuch an association and to consult with it 
and develop documents (i) annOlUlcing the annual scope ofactivities pursuant to this section, 
(ii) requesting pmposals to deliver assistance as provided in this section and (iii) governing 
the genom! operations and adm.inistration of the Small Business Development Center 
Program, specifically including the development ofregulations and a unifonn negotiated 
cooperative agreement for use on an annual basis when entering into individual negotiated 
agreements with small business development centers. 

(B) Provisions governing audits, cost principles and administrative 
requirements for FedernJ gnmts. conttacts and cooperative agreements which are included in 
uniform requirements of Office of Management and Budget (OMS) Circulars shall be 
incorporated by reference and sball not be set forth in summa!)' or other form in regulations. 

(C)UO On an annual basis, the Small Business Development Center 
sball review and .oordinste public and private partnerships and cosponsorships with the 
Administration for the purpose ofmore efficiently leveraging available resources on a 
National and a State basis. 

(4)43\ SMALL BUSINESS DEVELOPMENT CENTER PROGRAM 
LEVEL.

Non-federal(A) IN GENERAL.--The Administration shall require as a 
additional 
amount 

Not later than I80 days after the date af enactment of this Act. the Administrator of the Small Business shall submit 
to the Committees on Small Business and the committees on Appropriations afthe Senate and the House of 
Repre$entatives, propmtd regulations for the Small Busjoes$ Development 'Center Prognun authorized by section 
21 ofth~ Small Business Act (15 U.S.C. 648). 

The last sentence ofsection 22l(b). whicb prohibited the Agency from publishing pr~ regulations in the Federal 
Register, was dekted by § 9(c) ofPL 103·81, approved Au&ust 13, 1993 (I07 Stat. 783). 

mNew subparugraph 2l(,j(3)(C) added by § 502(,)(2)(9) ofP.L. lQ$-135, approved De<. 2. 1997 (I J1 Sw. 2622). 

OlParngmph 21(a)(4} rewritten by § 402 ofP.L. lQ3403, appr(lved O(;t 22, 1994 (108 Stat 4190). For legislative history of 
prior paragraph 21 (a){4). see previous edition ofthis handbook. The text of Conner § 21(a)(4) is reprinted below. 

Except as provided in paragrapb (4), the Administration shan require, as a condition to any grant (or amendment or 
modification thereof) made to an applicant under this section that an additional amount (excluding any fees 
collected from re<:ipients ofsuch assistance) equal to the amount ofsuch grant be provided from sources other than 
the Federal Govemtnent; Ptovjde~ That the additional amount shall not include any amount of indirect costs or 
in-kind contributions paid for under any federal program. nor shan such indirect costs or in~ki.nd contributions 
exceed SO per C('ntum of the non~Federal additional amount; Provided further. That no recipient of funds under this 
section shall .receive a grant which would exceed its pro rata share of a $10,000,000 program based upan the 
population to be: served by the Small Business Development Center as compared to the total population of the 
United Slates, plus $100,000 for each State, but no State shall receive less than $200,000. 
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§ 21(,)(4)(8) to 
§ 21(,)(4)(C)(i)(1ll) 

SMALL BUSINESS ACT 

condition of any grant (or amendment or modification thereof) made to an applicant under 
this section, that a matching amount (excluding any fees collected from recipients of such 
assistance) equal to the amount of such grant be provided from sources other than the Federal 
Government, to be comprised of not less than 50 percent cash and not more than 50 percent 
of indirect costs and in-kind contributions. , 

Matching(B) .RESTRICTION.-The matching amount described in 
amount

subparagraph (A) shall not include any indirect costs or in-kind contributions derived from restrictions. 
any Federal program. 

(C) NATIONAL PROGRAM.-

Grant(i)432 IN GENERAL-
amounts. 

(I) GRANT AMOUNT - Subject to subclauses (II) 
and (III), the amount of a grant received by a State under this section shall be equal to the 
greater of $500,000, or the sum of.

(aa) the State's pro rata share of the natioual 
program, based upon the population of the State as compared to the total population of the 
United States; and 

(bb) $300,000 in fiscal year 1998, $400,000 
in fiscal year 1999, and $500,000 in each fiscal year thereafter. 

(II) PRO RATA REDUCTIONS - If the amount 
Ip.ade available to catI)' out this section for any fiscal year is insufficient to carry out 
subclause (I)(bb). the Administration shall make pro rata reductions in the amounts otherwise 
payable to States under subclause (I)(bb). 

(JII) MATCHING REQUIREMENT - The amount of 
a grant received by a State under this section shall not exceed the amount ofmatching funds 
from sources other than the Federal Government provided by the State under subparagraph 
(A). 

432 Section 21(a}(4}(C)(i) rewritten by § 502(a)(3)(A) ofP.L. 105w135. approved Dec. 2. 1997 (Ill Stat. 2622). Text of 
former clause (i) is reprinted below: 

(i) IN GENERAL.-Except as provided in clause Oil. no'State receiving funds under this section shall receive 
a grant that exceeds

(J) for fiscal year 1995, the sum of such State's pro rata share ofa national program based upon the population 
of the State as compared to the total population in the United States, and $125,000; or 

(II) in each succeeding fiscal year, the sum of such State's pro rata share ofa national program based 
population of the State as compared to the total population in the United States, and $200,000. 
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pl(aX4XCXn) to 
§ 21(.)(5) 

SMALL BIISINESS ACT 

(ii) EXCEPTION.··Grants provided to a small business 
development center by the Administration or another agency to carry out the provisions of 
subsection (cX3)(G) shall not be included in the calculation ofmaximum fimding ofa small 
business development center. 

(iii)'" NATIONAL PROGRAM· There are authorized to be 
appropriated 10 carry out the national program under this section

(I) 	 $85,000,000 for fiscal year 1998; 

(II) 	 $90,000,000 fur fiscal year 1999; and 

(III) $95,000,000 fur fiscal year 2000 and each fiscal 
year thereafter. 

The 3lllOtUll for which a small business development center is eligible under this paragraph 
shall be based upon the amount of the national program in effect as of the dale for 
commencement ofperformance of the sma11 business development center's grant. 

Fed~ contract(5)'" 	FEDERAL CONTRACTS WITH SMALL BUSINESS with SBDCs. 

m Seclion 2I(.)(4)(CXiii) rewritten by § S02(a)(3)(B) ofP.L. IOs.i3S, approved Dee. 2. 1997 (Ill Stu. 2623). Text of 
former § 21(aX4)(C)(iii) is reprinted below: 

(iii) 	 AMOUNT.-The amount of the national program shan be

(ll $70,000,000 through Septembe< 30, 1996; 


(1I) $77,500,000 from Odobe< I. 1996 through Scp!<mbe< 30, 1991; and 


(III) 	 S85,OOO,OOO beginning October 1,1991. 

H'St\;tion 2t(a)(5) rewritten by § 403 ofP.L. ]03-403, approved Oct 22, 1994 (108 Stat.4191), Text of former § 21(a)(S) 
is reprinted below: 

. In lieu of the matching funds required in pamgraph {3}, the Administration shall require as a condition-of ruty gran! 
(or amendment ormodificarion thereof) made to an applicant under this section, that a matching amount (excluding 
any fees CQllected from recipients ofsuch assistance) equal to the amount of such grant be provided from sources
other than the Federal Government, to be comprised afnot less than SO per centum cash and not more than 50 
percentum of indirect oosts and in-kind contributions as (ollows; 

(A) for grants fot performance commencing on or after Oetuber I, 1987 ifthe applicant is located in a 
State which received its grant for performance under this section on or before August I, 1984; 

(8) for grants for performance commencing on or after October t, 1988 if the applicant is!ocated in a 
State which receives its initial grant for performance under this seetion commencing after August I, 1984 and prior 
to October I, 1986; and ' 

(C) for grants for performance commencing on or after October t, 1986 if the applic<mt is located in a 
State which receives its initial grant for performance under this section commencing after October I, 1986: 
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§ 21(a){S)(A) 10 
§ 21(a)(6)(C)SMALL BUSINESS ACT 

DEVELOPMENT CENTERS.

(Al IN GENERAL.-Subject to the conditions set forth in 
subparagraph (B), a small business development center may enter into a eon1Illet with. 
Federal department or agency to provide specific assistance to small business concerns. 

(B) CONTRACT PREREQUISITES.-Before bidding on a 
contract described in subparagraph (A), a small business development center shall receive 
approval from the Associate Adminis1Illtor ofthe small business development center program 
ofthe subject and general scope ofth. contract. Each approval under subparagrapb (A) shall 
be based upen a determination that the contract will provide assistance to small business 
concerns and that performance of the contract will not binder the small business development 
center in canying out the terms ofthe grant received by the small business development 
center from the Administration. 

(C) EXEMPTION FROM MATCHING REQUIREMENT.·.A 
contract under this paragraph shall not be subject to the matching funds or eligibility 
requiremerusofparagraph (4); 

(D) ADDmONAL PROVISION.··Notwilhstanding any other 
provision oflaw, a contract for assistance ander this paragraph shall not be applied to any 
Federal department or agency's small business, woman-awned business, or socially and 
economically disadvantaged business contracting goal under section 15(g). 

(6)435 Any applicant which iS'funded by the Adminis1Illtion as a Small 
Business Development Center may apply for an additional grant to be used solely to assist

(Al with the development and eubancement of experts by small 
business eonce.r:ns~ 

(Bl in technology transfer; and 

(C)<" with outreach, development, and enhancement ofminority
owned small bu~iness startups or expansions, HUBZone small business concerns. veteran~ 
owned small business startups or expansio~ and women..owned small business startups or 
expansions) in communities impacted by base closings or mHitary or corporate downSIzing, 

Provided. That this maoching amount shall not include any indirect costs or in-kind contributions derived from any 
Federal program: Provided further. That no recipient of funds u.nderthls section shall receive a grant which would 
exceed Its pro rata share (Ifa $65.000,000 program based upon the popuIarion to be served by the Small BUSiness 
Development Center as compared to the total population in the United States, or $100,000 whichever is greater. 

"'Paragmph 21(a)(6) add,d by sub,,";on gOO6(bX3) ofPL 100-418. approved Au_23, 198& (102 S .... 1557). 

"'Subparagraph 21(a)(6)(C) a<tded by § 502(.)(4) ofp.L. 105·135, approved Dec. 2. 1997 (\ II StaL 2623), 

196 (Rev, 9) 



§ 21(b)(l) '" 
§ ll(cXl)

SMALL BUSINESS ACT 

or in rural or underserved communities; 

as provided Wlder subparagraphs (B) through (0) of subsection (c)(3). Applicants for such 
additional grants shall comply with all of the provisions ofthi. section, including providing 
matching funds, except that funding Wlder this paragraph shall be effective for any fiscal year 
to the extent provided in advance in appropriations Acts aod shall be in addition to the dollar 
program limitations specified in paragraphs (4) and (5). No recipient of funds under this 
paragraph shsll receive a grant which would exceed its pro rata share ofa $15,000,000 
program based upon the populations to be served by theSmall Business Development Center 
as compared to the total population of tha United States. 1'1\< minimum amount of eligibility 
for any State shall be $100,000. 

(b)'" (I) . Financial assistance .ball not be made available to any applicant if 
approving sue. assistance would be inconsistent with a plan for the area involved which has 
been adopted by an agency recognized by the State government as authorized to do so and 
approved by die Administration in accordance with the standards aod requirements 
established pursuant to this section. 

Plan,(2) . An applicant may apply to participate in the program by submitting to 
submittaltha Administrntion for approval a plan naming those authorized in subsection (a) to to S8A. 

participate in the program, the geographic area to be served, the services that it would 
provide, the method for delivering services, a budget, and any other information and 
assurance. the Administration may requin: to insure that the applicant will carry out the 
activities eligible for assistance. The Administration is authorized to approve~ conditionally 

Review. approve or rejt::ct a plan or combination ofplans submitted, In all cases,. the Administration 
sball review plans for confonnity with the plan submitted pursuant to paragrapb (1) ofthis 
subsection, and with a view to'Yf1U'<i providing small business with the most comprehensive' 
and coordinated assistance in the State or part thereof to be served. 

Assistance to(3) At the discretion of the Administration, the Administration is 
out..uf·stateauthorized to pennit a small business development center to provide advice. information and businesses. 

assistance, as described in subsection (0), to small businesses located outside the State, but 
only to the extent such businesses are located within close geographical proximity to the 
small busilless development center, as determined by the Administrntion. 

(0) (1) Applicants receiving grants under this section shall assist small Problem" 
businesses in solving problems concerning operations, manufacturing, engineering, solving 
technology exchange and development, personnel administration, marketing. sales, . assistance. 

merchandising~ finance, accounting, business strategy development~ and other disciplines 
required for small business growth and expansion, innovation. increased productivity, and 
management improvement, and for decreasing industry economic concentrations. 

fJ7PL 98-395, ap~roved Aug. 21. 1984 (98 Stat. 1J66), struck priQr limitation to fiseal years 1981-1983, and made 
applicability unlimited. 
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§ 2l(c)(2) to 
§ 2l(c)(3)(A)(iii)

SMALL BUSINESS ACT 

(2) A small business development center shall provide services as close as 
possible to small businesses by providing extension services and utilizing satellite locations 
when necessary, The facilities and staffofeach Small Business Development Center sball be 

services,
located in such places as to provide maximum accessibility and henefits to 1he small business 
which the center is intended to serve, To the extent possible. it also shall make full use of 
other Federal and Stale government programs that are concerned with aiding small business, 
A small business development center shall have 

Staff and access 
(A)'" it full-time staff, including a full-time director who shall have requirements,

the authority to make expenditures under the center's budget and who shall manage the 
program activities; 

(B) aceess to business analysts to counsel, assist, and inform small 
business clients; 

(C) access to technology transfer agents to provide state ofart 
technology to small businesses through coupling with national and regional technology data 
sources; 

(D) access to information specialists to assist in providing 
information searches and referrals to small business; 

(E) access to part-time professional specialists to conduct researeh 
or to provide counseling assistance whenever the need arises; and 

(F) access to laboratorY and adaptive engineering facilities, 

Services(3) Services provided by a small business development center shall 
provided.include, but shall not be limited to 

(A) furnishing one-to-one individual counseling to small 
businesses, including

(i)439 working with individuals to increase awareness of basic 
credit practices and credit requirements; 

(ii) working with individuals to develop business plans, 
financial packages, credit applications, and contract proposals; 

(iii) working with the Administration to develop and 

.'II$entence foUowmg footnote signal inserted in I.ead·in of par. (2) and substituted for prior language in subpar. (2)(A). 
Prior language omitted expenditure authority for staff director. See §§ 2(4) and (5) ofPL 98~395, approved Aug. 21, 1984 
(98 Stat, 1366), 

'" Clauses (i) lhrough (iv) W<1'e added by § 502(b)(I)(A) ofP.L. lO5-135, approved Dec, 2. 1997 (! II Stat. 2623), 
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§ 21(c)(3)(A)(iv) to 
§ 21(c)(3)(D)

SMALL BUSINESS ACT 

provide infonnational tools for use in working with individuals on pre~business startup 
planning, existing business expansion, and expon planning; and 

(iv) working with individuals referred by the local offices of 
Ibe Administration and Administration participating lenders; 

(B)'" assisting in technology transfer, research and development, 
including applied researeh, and coupling from existing sources to small businesses, 
includiog

(i) working to increase the access ofsmall businesses to 
the capabilities ofautomated flexible manuJilcturing systems; 

(ii) working through existing networks and developing new 
networks for technology transfer that encourage pannersbip between the small business and 
academic conunwrities to help commercialize university"based research and development and 
introduce university-based engineers and scientists to their counterparts in small 
tec!mology-bnsed firms; and 

(iii) exploring the viability ofdeveloping shared production 
theilities, under appmpriate circumstances; 

(C)'" in cooperntion wilb the Department ofConunerce and other 
relevant Federal agencies, actively assisting small businesses in exporting by identifying and 
developing potential export markets, facilitating export transactions, developing linkeges 
between United States small business finns and prescreened foreign buyers, assisting small 
busine'sses to participate in international trade shows, assisting smalJ businesses in obtaining 
export financing. and facilitating the development or reorientation of marketing and 
pmduction strategies; where appropriate, the Small Business Development Center and the 
Administration442 may work in cooperation with the State to establish a State international 
tra<le center for these purposes; 

(D)'" developing a program in conjunction with the Export-Import 

HOSubparagraph 21(c)(3)(B) rewritten by subsection 8006(b){4) ofPL tOO·'us, approved August 23, 1988 (102 Stat. 1553). 
Prior subpar'agritph (8) read: «assisting in teclmoiogy transfer., research, and coupling from existing sources 10 small 
businesses". 

'''SubJlill1l!l>'3Phs 21(c)(3)(C) tIJrough (11) redesignated as 21(c)(3)(H) through (M) respectively, and new subparagmphs 
21(c)(3)(C) tIJrough (G) added by su_tion 8006(b)(5) ofPL 100-418, approved AuSUst23, 1988 (102 S1ltl. 1558). 

Hl ~ "and the Administration" added by § S02(b)(J)(C) ofP.L. l05~t35. approved Dec. 2, 1997 (lll Stat.2623). 

"'Former subparagraph 21(c)(3)(D) deleted by § 212(1) orPL 102-366, appwved Sept. 4, 1992 (106 Stat. 998), and 
sui>para&raphs (E)-(G) redesignated as (DJ.(F). Text of former subparagmph 21 «)(3)(D), 

assisting small businesses in developing and implementing marketing. and production Strategies that will enable 
them to better compete within 1M- dom.estic ma:rket 
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§21(c)(3)(E) to 
§ 21(c)(3)(GXiv) 

SMALL BUSINESS ACT 

Bank and local and regiooaI Administration offices that will enable Small Business 
Development Centers to serve as an infonnation network and to assist small business 
applicants for Export-Import Bank fmancing programs, and otherwise identify and help to 
make available export financing programs to small businesses; 

(E) working closely with the small business community, small 
business consultants, State agencies, universities and other appropriate groups to make 
translation services more readily available to small business finns doing business, or 
attempting to develop business, in foreign markets; 

(F) in providing assistance under this subsection, applicants shall 
cooperate with the Department of Commerce and other relevant Federal agencies to increase 
access to availAble export market infonnation systems, including the elMS system; 

(G)444 assisting small businesses to develop and implement strategic 
business plans to timely and effectively respond to the planned closure (or reduction) of a 
Department of Defense facility within the community. or actual or projected reductions in 
such flnns' business base due to the actual or projected tennination (or reduction) ofa 
Department of Defense program or a contract in support of such program-

(i) by developing broad economic assessments of the 
adverse impacts of-

(I) the closure (or reduction) of the Department of 
Defense facility on the small business concerns providing goods or services to such facility or 
to the military and civilian personne~ currently stationed or working at such facility; and 

(lJ) the tennination (or reduction) of a Department 
of Defense program (or contracts under such program) on the small business concerns 
participating in such program as a prime contractor, subcontractor or supplier at any tier; 

(ii) by developing, in conjunction with appropriate Federal, 
State, and local governmental entities and other private sector organizations, the parameters 
of a transition adjustment program adaptable to the needs of individual small business' 
concerns; 

(iii) by conducting appropriate programs to inform the 
affected small business community regarding the anticipated adverse impacts identified under 
clause (i) and the economic adjustment assistance available to such finns; and 

(iv) by assisting small business concerns to develop and 
implement an individualized transition business plan. 

4UNew subparagraph (G) added by § 212(3) ofPL 102-366, approved Sept. 4,1992 (106 Stat. 998). 
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(H) maintaining current infonn.tion concerning Federal, State, and 
local regul.tions that affect small businesses and counsel small businesses on methods of 
compliance. Counseling and technology development shall be provided when necessary to 
help small businesses fmd solutions for complying with environmental, energy, health, 
safety, and other Federal, State, and local regulations; 

(1) coordinating and conducting research into technical and 
general small business problems for which there are no ready solutions; 

(J) providing and maintaining a comprehensive library that 
contains current information and statistical data needed by small businesses; 

(K) maintaining. working relationship and opon communications 
with the financial and investment communities, legal associations~ local and regional private 
consultants, and local and regional small business groups and associations in order to help 
addreSs. the various needs of the small business community; 

(L) conducting in-depth surveys for loeal small business groups in 
order to develop general information regarding the loeal economy and general small business 
strengths and weaknesses in the loeality; 

(h4)445 in cooperation with the Dej>artmentofCommerce, the 	 Rtual smal 
Administration and other relevant Federal'geneies, actively assisting rural small businesses 	 business. 

exportin exporting by identifYing and developing potential export markets for rural small 
assistance.businesses, facilitating export transactions for rural small businesses, developing linkages 

between United States' rural small businesses and prescreened foreign buyers, assisting rural 
small businesses to participate in international trade shows. assisting rural small businesses in ' 
obtaining export fmancing and developing marketing and production strategies; 

(N) assisting rural small businesses..

(i) in developing marketing and production strategies that 
will enable them to better compete in the domestic market

(ii) by providing technical assistance needed by rural small 
businesses; 

(iii) by malting available managerial assistance to rural 
small business concerns; and 

(iv) by providing information and assistance in obtaining 

"'Subparagraph 2t(c)(3)(M) redesignated as 21«)(3)(P) and new ,ubp,ragrap"" 21(e)(3)(M) through (0) added by § 303 of 
P.L. HH-574, approved Nov. 15, 1990 (104 Stat. 2828). 

201 	 (Rev, 9) 



§ 21(0)(3)(0) to 
§ 21(0)(4)

SMALL BUSINESS ACT 

ftnancing for business startups and expansion; 

(0) in conjunction with the United States Travel and Tourism 
Administration, assist rural small business in developing the tourism potential of rural 
communities by-

(i) identifying the cultural, historic, recreational, and 
scenic resources of such communities; 

(ii) providing assistance to small businesses in developing 
tourism marketing and promotion plans relating to tourism in rural areas; and 

(iii) assisting small business concerns to obtain capital for 
starting or expanding businesses primarily serving tourists; 

(P) maintaining lists of local and regional private consultants to 
whom small businesses can be referred; 

(Q)446 providing infonnation to small business concerns regarding 
compliance with regulatory requirements; 

(R) developing informational publications, establishing resource 
centers of reference materials, and distributing compliance guides published under section 
312(a)447 of the Small Business Regulatory Enforcement Fairness Act of 1996; 

(S)4.48 providing small business owners with access to a wide variety 
of export-related information by establishing on-line computer linkages between small 
business development centers and an international trade data infonnation network with ties to 
the Export Assistance Center program; and to_ 

Drug-free(T)449 providing infonnation and assistance to small business 
workplace,concerns with respect to establishing drug-free workplace programs on or before October 1, 
assistance. 

2000. 

(4)4S05A small business development center shall continue to upgrade and 

H6SubPar:agraphs (Q) and (R) added by § 214(a}(3) ofP.L. 104-121. approved March 29.1996 (110 Stat. 859). 


447The section referred to, § 312(a), should be § 212(a) ofP.L. 104-121. 


ue New subparagraph 21(c)(3)(S) added by § 506(a)(3) ofP.L. 105-135, approved Dec. 2,1997 (Ill Stat. 2624). 

Subsection 506(b) of the same law provides: "(b) AUTIlORlZA TION OF APPROPRIATIONS - There is authorized to be 
appropriated to carry out section 21(c)(3)(S) of the Small Business Act (15 U.S.C. 648(c)(3XS»), as added by this section, 
$1,500,000 for each fiscal years 1998 and 1999." 

449New subparagraph 21(c)(3)(D added by § 905 ofP.L. 105-277, approved Oct. 21, 1998 (112 Stat. 2681-813). 

450 The formerly undesignated material following subparagraph 21(c)(3)(R) was designated as paragraph 21(c)(4) by § 
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modify its services. as needed) in order to meet the changing and evolving needs of the small 
business community. 

Qualified small(5) In addition to the methods prescribed in section 21(e)(2), a small 
business vendors.business development center shall utilize and compensate as one ofits resources qualified 

small business vendors, including but not limited to, private management consuJtants, private 
consulting engineers and private testing laboratories, to provide services as described in this 
subsection !o small businesses on behalf of such small business development center. 

Grants to non~(6)'" In any State (A) in which the Administration bas not made 0 grant 
profrt <n~ty.pursuant to paragraph (I) of subsection (a), or (B) in which no application for a grant has 

been made by a Small Business Development Center pursuant!o paragraph (6) ofsuch 
subsection within 60 days after the effective date ofany grant under subsection (a)(I) to such 
center or the date the Administration notifies the grantee funded under subsection (a)(I) Ihat 
foads are available for grant applications pursuant to subsection (0)(6), whichever date occurs 
last, the AdministIation may make grants to a non-profit entity in that State to carry out the 
activities specified in paragraph (6) of subsection (a). Any such applicants shall comply with 
the matching lUnda requirement of paragraph (4) of subsection (a). Such grants shall be 
effective for any fiscal year only to the extent provided in advance in apptopriations Acts, 
and each State shall be lintited to the pro rata share provisions ofparagraph (6) ofsubsection 
(a). 

(7) In performing the services identified in parngrapb (3), the Small 
Business Development Centers shall work in close cooperation with the Administration's 
regional and local offices, the local small business community, and appropriate State and 
local agencies. 

(8) The Associate Administrator for Small Business Development Information 
Centers,''' in consultation with the Small Business Development Centers,.shall develop and sharing system. 

implement an infonnation sharing system. '1S3 Subject to amounts approved in advance in 
appropriations Acts, the Administration may make grants or enter cooperative agreements 
with one Or more centers to carry out the proviSiOns of this paragraph. Said grants or Grants or 

cooperativecooperative agreements shall be awarded for periods ofno more than five years duration. 
agreements.The rnatehing funds provisions ofsubsection (a) shall not be applicable to grants or 

cooperative agreements under this paragraph. The system shall 

Sll2(b)(4) ofP.L. 105--135, approved Dee. 2, 1997 (til Stat 2624). Section 502(b)(3) ofthe same pubUc1aw redesignated 
pamll"'Phs 21(c)(4) through (7) as (5) through (8). 

"'New paragraphs 2 l(c)(5)tbrough 21(0)(7) add<d by § 8001i(b)(6) ofPL 100-418. approved August 23. 1988 (102 Stat. 
1559). The ph"",,"or the date ... occurs lasl" inserted by § t35(3) oCPL IOo-S90. approved Nov. 3, 1933 (102 Stat. 3007). 
Paragrnphs21(c)(4) through (7) were redesignated 21(c)(5) through (8) by § S02(b)(3)of P.L. 105--135, approved Dec. 2, 
1991 (111 StaC2624). 

is=Substituted for "Deputy Associate Administrator of the SmatI Business Development Center program" by § 106(a){2)(A) 
ofP.L. 104·208, approved Sept. 30, 1996 (110 Stat. )009-731). 

t5:>rhe following 3 senten<:es added by § 9(a) of f\L. 103~8t. approved August 13, 1993 {107 Stat. 783). 

203 (Rev. 9) 



§ 21(c)(8)(A) to 
§ 21(h)

SMALL BUSINESS ACT 

(A) allow Small Business Development Centers participating in the 
program to exchange information about their programs; and 

(B) provide information central ID technology transfer, 

(d)"" Where appropriate,'the Small Business Development Centers shall work in 
coni_tion with the relevant State agency and the Department ofCommerce to develop a 
comprehensive plan for enhancing the export potential ofsmall businesses located within the 
State, This plan may involve the cofunding and staffiag of a State Office of International 
Trade within the State Small Business Development Center, using joint State and Federal 
funding, and any other apprOpriate measures directed at improving the export performance. 
ofsmall businesses within the State, 

, (e) Laborn1<>ries operated and funded by the Federal Government are autborized Federal 
and directed to cooperate with the Administration in developing and establisbing programs to laboratories. 
support small business development centers by making iiu:ilities and equipment available; 
providing experiment station capabilities in adaptive engineering; providing,library and 
technical information processing capabilities; and providing professional staff for consulting, 
The Administration is authorized to reimburse the laboratories for such services. 

NatioDal 
(I)'" The National Science Foundation is autborized and directed to cooperate "'ith 

the Administration and with the Small Business Development Centers in developing and 
establiabing pmgrams to sup!'<>rt the centers, 

(g) The National Aeronautics and Space Administration and industrial application NASA and 
centers supported by the National Aeronautics and Space Administration are authorized and industrial 

applicationdirected 10 cooperate with small business development centers participating in this program, 
center>,The National Aeronautics and Space Administtation shall report annually on the performance 

of such industrial application centers with recommendations to the Administration and the 
Congress on bow such industrial application centers can he strengthened and expanded. The' 
National Aeronautics and Space Administration shall include in its report to Congress 
information on the ability ofindustrial application centers to interact with the Nation's small 
business cotnnlWlity and recommendations to the Administration on continued funding. 

(h)'" ASSOCIATE ADMINlSTRA TOR FOR SMALL BUSINESS 

~~4Subscr::tions 21(d) through (k) redcsignatedas 21(e}tltrougb {I), respectively, and new § 2I(d) added by § SOO6(bX7} of 
PL 100-418, approved August 23, 1988 (102 Stat. 1559), 

CS4Subs~tion (0 substituted for prior language requiring NSF and its innovation centers to coopernte with SBOCs and report 
with recommendations annually to SBA and Congress on strengthening and funding of innovation centers. Section 2(6) of 
PL 98·395, approved Aug. 21,1984 (98 St>(, 1366), 

"'Subsection 21(h) rewritten by § 106(a)(1) ofP,L 104-208, approved Sept. 30, 19% (110 St>(, 3009-731), Text 
§ 21(h) is reprinted below: 

(1) The Administrator shall appoint an Associate Administrator for Small Business Development Centers 
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DEVELOPMENT CENTERS.

(I) APPOINTMENT AND COMPENSAnON.-The Administrator shall 
appoint an Associate Administrator for Small Business Development Centers who shall 
report to an official who is not more than one level below the Office of the Administrator and 
who shall serve without regard to the provisions of title 5 governing appointments in the 
competitive service, and without regard to chapter 51, and suhehapter III ofehapter 53 of 
such title relating to classification and General Schedule pay rates, but at a rate not less than 
the rate of GS-17 of the General Schedule. 

(2) DUTIES.· 

(A) IN GENERAL.·The sole responsibility ofthe Associate 
Administrator for Small Business Development Centers shall be to administer the small 
business development center program. Duties ofthe position shall include recommending 
the annual program budget, reviewing the annual budgets submitted by each applicant, 
establisbing appropriate funding levels therefore, seleering applicants to pardcipate in tltis 
program, implementing the pr<>visions of tltis section, mainmining a clearinghouse to provide 
for the dissemination and exchange ofinformation between small business development 
centers and conducting audits ofrecipients ofgrants under tltis section. 

(B) , CONSUL TA nON REQUIREMENTS.-In carrying out the 
duties described in tltis subsection, the Associate Administrator shall confer with and seek 
the advice ofthe Board established by subsection (i) and Administration officials in areas 
served by the small business development centers; however, the Associate Administrator 
.shaD be responsible for the management and odministration ofthe program and shall not be 
subject to the approval or concurrence ofsuch Administration officials, 

(i) (1) There is established a National Small Business Development Center 
Advisory Board (berein referred to as "Board') which shall consist ofnine mcmbers 
appointed from civilian life by the Administrator and who shall be persons of outstanding 
qnalifications known to be familiar and sympathetic with small business needs and problems. 
No more than three members shall be from universities or their affiliates and six shall be 

Associate 
Administnnor 
for SBDC. 

Dnties. 

NatJonal ssoe 
Advisory Boom, 
establislunent 

shaH report to an official who is not more than one level below the Ofl'ke of the Administrator and who shall serve 
without regard to the provisions of title S. United States Code, governing appointments in the competitive service, 
and without regard to cbapter j t. and subGbapter III of chapter 53 ofsucn title relating to classification and General 
Schedule pay rates, but at a rate not less than the rate ofGS-J7 ofthe General Schedule, 

(2} The: sole responsibility ofthe Deputy Associate Administrator for Management Assistance shan be to 
a4miniS1et the small business development center program, Duties of the position shall include. but are not limited 
to, recotnmending the annual program budget, reviewing the annual budgets submitted by each applicant,. 
establishing appropriate funding levels therefore. selecting appli£ants to participate in this program. implementing 
the provisions of this section, maintaining a clearinghouse to provide for the dissemination nnd e)(change of 
information between small business development centers and conducting audits of recipients of grants imder this 
Se1::tlon. The Deputy Associate Administrator for Management Assistance shall confer with and seek the advice and 
counsel of the Board in carrying out the responsibilities described in this subsection. 
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from small businesses or associations representing small businesses. At the time of the 
appointment of the Board, the Administrator shall designate one-third of the members and at 
least one from each category whose term shall end in two years from the date ofappointment, 
a second third whose terms shall end in three years from the date of appointment, and the 
fmal third whose term shall end in four years from the date of appointment. Succeeding 
Boards sball have three-year tenns, with one-third of the Board changing each year.. 

(2) The Board shall elect a Chainnan and advise, counsel, and confer with 
the Associate Administrator for Small Business Development Centers~57 in carrying out the 
duties described in this seCtiOD. The Board shall meet at least semiannually458 and at the call 
of the Chainnan of the Board. Each member of the Board shall be entitled to be compensated 
at the rate not in excess of their per diem equivalent of the highest rate of pay for individuals 
occupying the position under GS-IS of the General Schedule for each day engaged in 
activities of the Board and shall be entitled to be reimbursed for expenses as a member of the 
Board. 

(I) Each small business development center shall459 establish an advisory Advisory board. 
board. 

(2) Each small business development center advisory board shall elect a 
chainnan and advise, counsel, and confer with the director of the small business development· 
center on all policy matters pertaining to the operation of the small business development 
center, including who may be eligible to receive assistance from, and how local and regional 
private consultants· may participate with the small business development center. 

(1<)4" PROGRAM EXAMINATION AND CERTIFICATION.

(1) EXAMINA TION.--Not later than ISO days after the date ofenactment SBoe 
examination. 

of this subsection, the Administration shall develop and implement a biennial programmatic 
and financial examination ofeach small business development center established pursuant to 

tS?Substituted for "Deputy Associate Administrator for Management Assistance" by § 106(aX2)(B) of ~.L. 104-208, 
approved Sept 30, 1996 (110 Stat 3009-732). 

,!>s"Semiannually" substituted for "quarterly" by § 2(7) ofPL 98-395. approved Aug. 21, 1984 (98 Stat. 1366). 

m"Shall" substituted for "may" by § 2(8) ofPL 98-395, supra. 

HOSubsection (k) rewritten by § 404 ofP.L. 103403, approved Oct. 22. 1994 (l08 Stat. 4191). Text offonner section 21(k) 
is reprinted below: 

Within six months of the date ofenactment ofth~ Small Business Development Center Improvement Act of 1984, 
the Administration shall develop and implement a program proposal for onsite evaluation ofeach Small Business 
Development Center. Such evaluation shall be conducted at least once every two years and shall provide for the 
participation ofa representative of at least one other Small Business Development Center on a co>st-reirnb.orsemel 
basis. 
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this section, 

(2) CERTIFICA TION.-The Administration may provide financial SSOC 
certification,support, by COnlrttct or otherwise, to the associ.tion authorized by subsection (a)(3)(A) for 

the purpose ofdeveloping a small business development center certification program. 

(3)'<1 EXTENSION OR RENEWAL OF COOPERATIVE 
AGREEMENrs.· 

(A) IN GENERAL,·ln cxu:nding or renewing a cooperative 
agreement of" small business development center, the Administration sball consider the 
results of the examinationaod certification program conducted pursuant to paragraphs (1) 
and (2). 

(B) CERTIFICAnON REQUIREMENT.After September 30, Certification 
requirement.2000~ the Administration may not renew or extend any cooperative agreement with a small 

business development center unless the center bas been approved under the certification 
program conducted pursuant to this subsection, .xcept that the Associ.te Administrator for 
Small Business Development Centers may waive such certification requirement, in the 
discretion of the Associate Administrator, upon a showing that the center is making a good 
faith effort to obtain certification, 

Contract 
(I)'" CONTRACT AUTHORITY.-The authority to enter into cOntracts shall be in authority. 

effect for each fiscal year only to the extent and in the amounts as are provided in advance in 
appropriations Acts. After the administration [sic) bas entered a contract, either as a grant or 
a cooperative agreement, with any applicant under this SectiOD1 it shall not suspend, 
terminat~ or fail to renew or extend any such contract unless the Administration provides the 
applicant with written notification setting forth the reasons therefore and affording the 
applicant an opportunity fora hearing, appeal, or other adininislrative proceeding under the 
provisions ofchapter 5 of title 5, Uruted States Codf:. If any contract or cooperative 

"'Paragraph 21(kXl) rewritten by § lo6(b) .fP.L. 1114-208, approved SepL 30, 19% (110 Stat, 3009-132), Tex. of former 
subsection 21(k) is reprinted below: 

EXTENSION OR RENEWAL OF COOPERATIVE AGR.EEMENTS.-In extending or renewing a cooperative 
agreement ora smail business development center, the Administration shall consider the results ofthe examination 
and certification program conducted pursuantto pa,ragraphs (I) and (2) . 

•'lSubsection 21(1) rewritren by § 106(c) ofP,L, 104-208, approved Sept. 30, 1996 (110 Stat. J009-732). Text offonner § 
2I{l) is reprinted below: 

The authority to enter into contracts shall be in effect for each fiscal year only ti} the extent or in the amounts as are 
provided in advance in appropriations Acts, After the administration has entered a contract., either as a grant or It 
cooperative agreement. with any applicant under this sectioll, it shan not suspend. terminate Qf fail to renew or 
extend any such contract unless the Administration provides the applicant with written notiflcadon setting forth the 
reasons therefor Wld affording the applicant an opportunity for II bearing. appeal or other administrative proceeding 
lUleler the provisions of the Administrative Procedures Act. 
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agreement under this section with an entity that is covered by this section is not renewed or 
extended, any award of a successor contract or cooperative agreement under this section to 
another entity shall be made On a competitive basis.463 

Prohibition on (m)'" PROHlBmON ON CERTAlN FEES - A small business development center 
certain fees,shall not impose or otherwise collect a fee or other compensation in connection with the 

provision ofcounseling services under this section. 

§ 21 A.[Repealedj.'6S 	 Offi<e of 
lntemational 
Trade.§ 22""(3) There is established.wilhin lhe Administration an Office ofintemational Trade 
15 USC 649.which shall implement lhe programs pursuant to tbis section. 

'" Th' last",ntence in section 21{l) was added by § 502(c)ofP.L. 105-135, approv<d Dee. 2, 1997 (111 Stat. 2624) . 
. . . , 

tilt New subsection 21(m) was added by § 502(d)ofP.L. 105-135, approved Dec. 2, 1997 (111 Stat. 2624),. 	 , 

"'Section 21A added by § 9(.) ofP.L. 101-515, appromNov. 5, 199() (104 SIal. 2144). Section 9(b) ofP.L. 101-51S 

provides that: 'ibeJ:e is authorized to be appropriated totbe Small Business Administration for each ofClSCal years 1991 and 

1m. $) ,200,000 to carry out the terms ofsection 21A ofthe Small Business Act", Section 21A is repealed effective Oct. t. 

1992. per § 609(e) ofPL 102-140, approved Oct. 28, t991 (lOS Stat. 826). The same $CC(jon provides that 

"fnjotwithstanding any other law> no funds sbalt be appropriated to carry out section 21 A ofthe SmalIS""in, .. ,."'aft,,, 

September3!}, 1991." See S«tion 28, added by § 609(d} ofPL 102-140, approved Oct. 28. 1991 (l05 Stat. &25), 

the Pilot T~ology Access Progran{. Text ofrepea1ed § 2: IA is reprinted below: 


SMALL BUSINESS DEVELOPMENT CENTER TECHNICAL ASSISTANCE PROGRAM. 

(a) The Administration is authorized to make grants to establish pilot programs at:5 Small Business 
Development Centers in order to increase access by small businesses in each center's service area to online data 
bases, The p1J1POSe of this program shall be to provide small businesses> in states selected to participate in this 
demonstration program, with improved online access to public and private technology, serviees and expertise, so as 
to accelerate the transfer of technology and expertise to small businesses and to improve the productivity and 
economic competitiveness ofthese small businesses, 

(b) Any Small Business Development Center whicb is funded by the Administration is eligible to 
receive an additional grant to provide access to online data bases as described in subsecdon (a) providing it 
contributes at least a fifty percent matching contribution. 

(e) The grant<> authorized by this section must be used to

<I) defray all or part of the cost of accessing data bases from private vendors for a iimited 
period oftime, 

(2) demonstrate to small businesses the benefits ofaccessing such data bases, and 

(3) . train small businesses to use such data bases to access technical infmmation and services. 

HGNew § 22 added by § 113 ofPL 96-481, approved Oct. 21, 1980 (94 SiaL 2321) as part of"SmaJi Business Export 
Expansion Act of 1980", which is cnacted in Titre 1, Part B ofPL %.481. See pages 983 and 934 oftbls Handbook. 
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(b)'67 The Office, working in close cooperation with the Department of Commerce 
and other relevant Federal ngencies, Small Business Development Centers engaged in export 
promotion effilrts, regional and local Administration offices, the small business community, 
and relevant State and local export promotion programs, sball

(I) assist in developing a distribution network for existing trade 
promotion, trade finance, ,trade adjustment, trade remedy assistance and trade data collection 
programs through'usc ofth. Administration's regional and local offices and the Small 
Business Development Center network; 

(2) assist in the aggressive marketing of these programs and the 
dissemination ofmarlceting information, including computerized marlceting data, to the small 
business community; and /, _' ~, 

Hiring(3) give preference in hiring or approving the transfer ofany employee 
preference.into the Office or to a position described in paragraph (8) below to otherwise ~fied 

applicants whc, are fluent in • language in addition to English. Such employees shall 
accompany foreign trade missions ifdesignated by the director of the Office and shall be 
available as needed to translale documents, interpret conversmions and facilitate multi1ingual 
transactions including providing referral lists for translation services if required. ' 

• (c) The Office shall promote sales opportunities for small business goods and 
services abroad. To accomplish this objective the office shall 

, (1 )468 in cooperation with the Department -of Commerce, other relevant ~::io~ with 
agencies,. regional and local Administration offices, the Small Business Development Center nell!!S, 

netWork, and State programs, develop a mechanism for (A) identifying sub-sectors of the 
small business community with strong export potential; (8) identifYing areas ofdemand in 
foreign markets; (C) prescreening foreign buyers for commercial and credit purposes; and 
(0) assisting in increasing international marketing by disseminating relevant infonnation' 
regarding market lesds, linking potential sellers and buyers, and catalyzing the formation of 
joint ventures, where appropriate; 

(2) in cooperation with the Department ofCommerce, actively assist small 
businesses in the fonnation and utilization ofeXpOrt trading companies, export management 
companies and researeh and davelopmcnt pools authorized under seedon 9 of this Act; 

0) work in conjunction 'with other Federal agencies, regional and local 
offices .of the Administration, the Small Business Development Center network, and the 

msubsection 22(b} redesignated as 22(e) an'd new § 22(b) added by § i003(1) ofPL J0()..418. approved AUgust 23, 1988 
(102 Stat tS54). 

"'Parngrapbs 22«)(1) through (3) redesignated as 22(0)(6) through (8) mpe<tively. and new paragraphs 22(c)(I) through 
(5) ~dded by § 8003(2) ofPL IOO-li&, .pproved Augu" 23,1988 (102 Stat. 1554). 
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private sector to identify and publicize existing translation services, including those available 
through colleges and universities participating in the Small Business Development Center 
Program; 

(4) work closely with the Department ofCommerce and other relevant 
Federal agencies to

, (A) collect, analyze and periodically update'relevant data regarding 
the small business share of United Stales exports and the nature of State exports (including 
the production of Gross State Produce figures) and disseminate that data to the poblic and to 
Congress; 

(B), make recommendations to the Secretary ofCommerce and to 
Congress regarding revision ofthe SIC codes to encompass industries currently overlooked 
and to cteate SIC codes for export trading companies and export management companies; 

.' " 
(C) improve the utility and accessibility ofexisting export 

promotion programs for small businesses; and 

(0) inctease the accessibility of the Export Trading Company 
contact facilitation service; 

(5) make available to the small business community infonnation regarding 
conferences onexpotting and international trade sponsored by the public and private'sector, 

Export
(6) provide small businesses with access to current and complete 'export information, 

infonnation by 

(A) making available, at the Administration's regional offices 
through cooperation v.ith the Department of Commerce~ export infonnation, including~ but 
not limited to~ th,e world\\ide infonmrtion and trade system and world trade data reports; 

(B) maintaining a current list of financial institutions that finance 
export operations; 

(C) maintaining a current directory ofall Federal, regional, State 
and private sector programs that provide export information and assistance to small 
businesses; and 

(0) preparing and publishing such reports as it detennines to be 
necessary concerning market conditions) somces of financing, export promotion Programsl 
and other infonnation pertaining to the needs ofsmall business exporting finns so as to 
insure that the maximum infonnation is made available to small businesses in a readiiy 
usable fonn; 

(7) encourage through cooporation with the Department ofCommerce, 
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greater small business participation in trade fairs, shows. missions. and other domestic and 
overseas export development activities of the Department ofCommerce; and 

(8) facilitate decentralized delivery ofexport infonnation and assistan<:e to 
small businesses by assisning full-time export development specialists to each . 
Administtatioo regional office and assigning primary responsibility for export development 
to one person in each district office. Such specialists shall 

. (A) assist small businesses in obtaining export information and 
assistance from other Federal depertments and agencies; 

(B) maintsin a current directory ofall programs which pmvide 
export infonnation and assistance to small businesses within the region; 

(C) encourage financial institutions to develop and expand 
programs for export financing; 

(D) provide advice to Administration personnel involved in 
granting loans, loan guarantees, and extensions and revolving lines of credit. and providing 
other fonns ofassistance to small businesses engaged in exports; and 

(E) within one hundred and eighty days of their appointment, 
partieipate in tralning programs designed by the Administrator, in conjunction with the 
Department of Commeree and other Federal depertmeots and agencies, to study export 
programs and to examine small businesses1 needs for export infonnation and assistance. 

(d)'" The Office shall work in cooperation with the EXport-import Bank of the Export 
United Slates, the Department ofCOtIlIllfTce, other relevant Federal agencies, and the Slates fmancing 

programs.to develop a program through which export specialists in the regional offices of the 
Administration, regional and local loan officers, and Small Business Development Center 
personnel can facilitate the access ofsmall husinesses to relevant export financing programs 
of the Export-Import Bank ofthe United Slates and to export and pre-export financing 
progTams available from the Administration and the private sector. To accomplish this goal~ 
the Office shall work in cooperation with the EXport-Import Bank and the small business 
community, including small business trade associations. to

(l) aggressively market existing Administration export financing and 
pre-export fmancing pmgmms; 

(2) identifY financing available under various Export-Import Bank 
progmms, and aggressively market those programs to small businesses; 

"'New subsection' 22{d) through (f) added by § 8003{» ofPL l004t8, approved August 23, 1988 (IQ2 Stat. 1555). 

211 (Rev. 9) 



§ 22(d)(l) to 
§ 22(g)(4)

SMALL BUSINESS ACT 

(3) assist in the development of financial intennediaries and facilitate the 
access of those intennediaries to existing financing programs; . 

(4) promote greater participation by private fmancial institutions, 
particularly those institutions already participatiog in loan programs under this Act, in export 
finance; and 

(5) provide for the participation ofappropriate Administration personnel 
in training programs conducted by the Export-Import Bank. . 

(e) The Office shall

(1) work in cooperation with other Federal agencies and the private sector 
to COWlSel small businesses with respect to initiating and participating in any proceedings 
relating to the administration of the United States trade laws; and 

(2) work with the Department of Commerce, the Office of the United 
States Trade Representative, and the lnternational Trade Commission to increase access to 
trade remedy proceedings for small businesses. 

(f) The Office shall report to the Committees on Small Business of the House of 
Representatives and the Senate on an annual basis as to its progress in implementing the 
requirements under this section. 

(g) The Office, in cooperation, where appropriate, with the Division ofEconomic 
Research of the Office ofAdvocacy, and with other Federal agencies, shall undertake studies 
regarding the following issues and shall-report to the Committees on Small Business of the 
House of Representatives and the Senate, and to other relevant Committees of the House and 
Senate within 6 months after the date of enactment of the Small Business International Trade 
and Competitiveness Act with specific recommendations OD-

(I) the viability and cost of establishing an annual, competitive small 
business export incentive program similar to the Small Business Innovation Research 
program and alternative methods of structuring such a program; 

(2) methods of streamlining trade remedy proceedings to ipcrease access 
for, and reduce expenses incurred by, smaller finns; 

(3) methods of improving the current small business foreign sales 
corporation tax incentives and providing small businesses with greater benefits from this 
initiative; 

(4) methods of identifying potential export markets for United States 
small businesses; maintaining and disseminating current foreign market data; and devising a 
comprehensive export marketing strategy for United States small business goods and 
services, and shall include data on the volwne and dollar amOlmt of goods and services, 

Report to 

Studies. 
Report to 
Congress. 
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identified by type, imported by United States trading partner.; over the past 10 years; and 

(5) the results of a survey ofmajor United Slates trading partner.! to Survey of 
ideotify the domestic policies, programs and incentives, and the private sector initiatives, trading partners, 

which exist to encourage the formation and growth ofsmall busineSs.4
'10 

§ 23.471 Notwithstanding any other provision. oflaw, rule, or regulations, for purposes of 15 USC 650. 
section 7(b) of this Act (15 U.S.C. 636(b)), the Administrator shall. with respect to small 
business concerns involved in the fishing industry. treat the recent EI Nino-related ocean 
conditions as a disaster under such subsection: 

(I) disaster loan assistance sball be provided to the fisbing industry 
pursuanllo paragraph (2) of such section 

(A) the term "recent El Nino-related ocean conditions" means the "R;::t EI-Nirn>
ocean'conditions (including high water temperatures, scarcity ofprey. and absence of norma1:n~:~ 
upwellings) which occurred in the eastern Pacific Ocean offthe west coast of the North . 
American Continent during the perind begimtiog with June 1982 and ending at the close of 
December 1983, and which resulted from the climatic conditions occurring in the Equatorial 
Pacific during 1982 and 1983; 

(B) the term "fishing industry" means any trade or business 
involved in (i) the catching, taking, or harvestiog of flSh (whether or nol sold on a 
commercial basis), (ii) any operation at sea or on land, in preparation for, or substantially 
dependent upon, the catching, taking, or harvesting of fish, and (iii) the processing or canning 

nO-Section 3009 ofPL 100418 provides that: 

Within one year after the date enactment of this Act. the Administrator ofthe Small Business Administration shall 
submit .1 writtell report to the Committees on Small Business: ufthe Hoose of Representatives and the Senate. 
prepared by the Admini.5tration in conjunction with tbe Bureau of Census and in cooperation with other re1evant 
agencies. that would

(1) analY7.e to the extent possible the effect of increased outsourcing and other sbifts in production 
arrangements on small firms, particularly manufacturing firms. within the Unitw States subcontraClQr tier 
and to the extent that such data is not available dewmine methods by which such data may be collected; 

(2) assess the impact of specifIC economic poJiciesl including. but not limited to, procurement, tax and 
trade policies, in facilitating outsourcing and other international producti(lrl arrangements; and. 

(3) make recommendations $ to changes in G()vemment pol1~ that would improve the competitive 
position of smaller United States sllbconrractorS, including recommendations as to incentives which could 
be provided to 1arJet corporations to maximize their use ofUnited States subcontractors and assist these 
subcontractors in changing production and marketing Straccgies and in obtaining new business in domestic 
and foreign markets. 

"'New §2l add<d br § lllA(.) ofPL 98-473, approved 0<:1. 12, 1984 (98 Stat. 1956). 
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of fish (including storage, refrigeration and transportation offtsh before processing or 
canning); and 

"Fish." 
(C) the term "ftsh" means finftsh, mollusks, crustaceans, and all 

other forms ofmarine aninud and plant life other than marine mammaJs and birds; and 

(2) for purposes ofparagraphs (2) through (4) ofsubsection 7(b) ofthis 
Act, eligibility of individual applicants shall not in any way be dependent upon the number of 
disaster victims in any county or other political subdivision. 

§ 24."'(a) The Administrator is authorized to make grants to or to enter into contracts Tree planting. 
IS USC 651.with any Stale for the purpose ofcontracting with small businesses to plant trees on land 

owned or controlled by such Stale or local government. The Administrator shall require as a 
condition ofany grant (or amendment or modification thereot) under this section that the 
applicant also contribute to the project a sum equal to at least 25 per centum ofa particular 
project cost from sources other than the Federal Government. Such non-Federal money may 
include inkind contributions, including the cost or value of providing care and maintenance 
for a period ofthree years afulr the planting ofthe trees, but shall not include any value 
attribullIhle to the land on which the trees are to be planted, nor may any part of any grant be 
used to pay for land or land charges: Provide<!, That not less than one-half of the amounts 
appropriated under this section shall be allocated to each State, the District of Columbia, and 
the Commonwealth ofPuerto Rico on the basis ofthe population in each area as compared to 
the total population in all areas as provided by the Census Bureau'of the Department of 
Commerce in the annual population estimate or the decennial census, whichever is most 
current. The Administrator may give a' priority in av.rarding the remaining one-half of 
appropriated amounts to applicants who agree to contribute more than the requisite 25 per 
centum, and shall give priority to a proposal to restore an area determined to be a major 
disaster by the President on a date not more than three years prior to the fiscal year for which 
the application is made473 , 

(b) In order to accomplish the objectives of this section, the Administrator, in 
consultation with appropriate Federal agencies, shall be responsible for formulating a 
national small business tree planting program, Based on this program, a State may submit a 
detailed proposal for tree planting by contract. 

(c) To encourage and develop the capacity of small business concerns, to utilize 
this important segment of our economy, and to permit rapid increases in employment 

"'Section 24 added by ~4 ofP,L. 101-515, approved Nov,S, 1990 (104 $","2140), 

(1lThe clause following the eomma was added by § 201 ofP.L. 103~211. approved Feb 12, 1994 (108 Stat. 3). Section 202 
ofP,L. J03-211 provides: 

Of the $258,900,000 made available Wlder the heading ~Small Business Administration. Salaries and Expenses" 
Public Law l03~t21. the $1&,000,000 included in that total atllQIIDt and designated under such heading to 
section 24 of the Small Business Act, as amended, shall remain available until September 30, 1995. 
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opportunities in local communities, grantees are directed 10 utilize small business contractors 
or concerns in connection with the program established by this seclion, and shall, to the 
extent practicable, divide the project to allow more than one small business concern to 
perform the work under the project. 

(d) For purposes of this section, agencies of the Federal Government are hereby 
authorized to cooperate with all grantees and with State foresters or other appropriate 
officials by providing without charge, in furtherance of this program, technical services with 
respect to the plaoting and growing of such trees. . 

(e) There are authorized 10 be appropriated to carry out the objectives of this 
section, $15,000,000 for fJScal year 1991 and $30,000,000 for each of the fiscal years 1992 
through 1994, and all ofsuch sums may remain available until expended.. 

(I) Notwithstanding any other law, rule, or regulation, the administration shall 
publish in the Federal Register proposed rules and regulations implementing this section 
within sixty days after the date of enactment of this section and shall publish final rules and 
regulations within one hundred and twenty days ofthe date ofenactment of this section, 

(il As used in this section: 

(1) the term "local government" includes political subdivisions ofa State 
such as counties. parishes, cities. towns and municipalities; 

(2) the term "planting" includes watering, application of fertilizer and 
herbicides, pruning and shaping, and other subsequent care and maintenance for. period of 
three years after the trees are planted; and 

(3) the term "Stole" includes any agency thereof, 

(h) The Administrator shall submit annually to the President and the Congress a 
report on activities within the scope ofthis section. 

§ 25, mea) There is hereby established a Central European Small Business Enterprise 
Development Commission (hereinafter in this section referred to as the "Commission"). The 
Commission shall be comprised of a representative ofeach ofthe following: the Small 
Business Administration, the Association ofAmerican Universitie~ and the Association of 
Small BusineS!; Development Centers. 

(b) The Commission shall develop in Czechoslovakia, Poland and Hungary 
(hereinafter referred to as "designated Central European countries") a self-sustaining system 
to provide management and technical assistance to small business owners. 

"'Section 25 addOO by § 1 ofP.L, HH~515. approved Nov. 5, 1990 (104 Stat 2142), 
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(1) Not later than 90 days after the effective date of this section, the 
Commission, in consultation with the Agency for International Development, shall enter a 
contract with One or more entities to

. (A) determine the needs ofsmall businesses in the designated 
Central European countries fur management and technical assistance; . 

(8) evaluate appropriate Small Business Development 
Center.programs [sic 1which might be replicated in order to meet the needa ofeach of such 
countries; and 

(C) identifY sad assess the capability ofeducatiooal institutions in 
each such country to develop a Small Business Development Center type program. 

(2) Not later than 18 months after lIIe effective date ofthis section. the 
Comrnissionshall review the recommendations submitted·to it and shall formulate and 
contract for the establishment of. three-year management and technical assistance 
damonstration program. 

(c) In order to be eligible to participate, the educational institution in each 
designated Central European country shall

(1) obtain the prior approval of the goverrunent to conduct the program; 

(2) agree to provide partial financial support for the program, eilller 
directly or indireetly. during the second and third years ofthe demonstration program; and 

(3) agree to obtain private sector involvement in the delivery of assistance 
undar the program. 

(d) The Commission shall meet and organize not later than 30 days after the date 
of enactment of this section, 

(e) Members of the Commission shall serve without pay. except they shallbe 
entitled 10 reimbursement for travel. subsistence, and other necessary expenses incurred by 
them in carrying out their functions in the same manner as persons employed intermittently 
in the Fedaral Government are allowed expenses under section 5703 oftitle 5. United State. 
Code. 

(I) Two Commissioners shall constitote a quorum for the transaction of business_ 
Meetings shall be at the call of the Chairperson who shall be elected by the Members ofthe 

Commission. 

(g) The Commission shall not have any authority to appoint staff, but upon 
request of the Chairperson.llle head ofany Federal department or agency may detail. on a. 
reimbursable basis, any ofthe persormel of such department or agency to the Commission to 

216 (Rev. 9) 

Commission, 
members, 

[5 USC 5703). 



§2S(b) 10 
§ 26«)(4)

SMALL BUSINESS ACT 

assist in carrying out the Commission's ftmctions under this section without regard to section 
3341 oflide 5 of the United States COOe. The Administrator of the General Services [5 USC 3341l 
Administration shall provide, on a reimbursable basis, such administrative support services as 
the Commission may request. 

(h) The Commission shall report to Congress not later than December 1, 1991, 
and annually thereafter, on the progress in carrying out the provisions of this section. 

Authorization.(i) There are hereby authorized to be appropriatcxl to the Small Business 
Administration the sum of$3,000,000 for fiscal year 1991, $5,000,000 for fiscal year 1992, 
$2,000,000 fcreach of fiscal years 1993 and 1994, and $1,000,000 for fiscal year 1995'" to 
cany out the provisions of this section. Such sums shall be disbursed by the Small Business 
Administration as requested by the Commission and may remain available nolil expended. 
Any authority ro enter contracts or other spending authority provided for in this section is 
subject to amounts provided !hr in advance in appropriations Acts. 

OffilXl ofRura
§ 26.476(a) There is hereby established in the Small Business Administration an Office of Affainl. 
Rural Affiilis (hereafter in this section referred to as the "Office"). . 15 USC 653. 

(b) The Office shall be heeded by • director who shall be appointed by the 
Administrator not later than 90 days after the date ofthe enactment of this section. 

Functions. 
(c) The Office shall-

(1) strive to ..hieve an equitable distribution of the financial assistance 
available from the Administration for small business concerns located in rural areas; 

(2) to Ille extent practicable, compile annual statistics on rural areas, 
including statistics concerning the population, poverty,job creation and retention, 
unemployment, business failures, and business startups; 

(3) provide information to industries, organizations, and Slate and local 
governments c.ooceming the assista.nce available to rural small business concerns through the 
Administration and Ihrougb other Federal departments and agencies; 

(4) provide information to industries, organizations, educational 
institutions, and Slate and local governments concerning programs administered by private 
organizations. educational institutions, and Federal) State. and local govenunents which 
improve the economic opportunities ofrural citizens; and 

m'Authorization for FY 1995 added by § 405 ofP.L. lQl403. approved O<:t. 22, 1994 (108 Stat. 4192). Autlwrization 
cltanged from $8.000,000 for FY 1993 to $2,000,000 for each FY 1993 and 1994 by § 9(b) ofP.L. 103,$1, approved August' 
13,1993 (107 Sial 783): 

m:Seetion 26 added by § 302 ofP.L. IO]w574, approved Nov. IS, 1990 (104 Stat. 2827). 
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(5) work with the United States Tourism and Travel Administration to 
assist small businesses in rural areas with tourism promotion and development.. 

Drug~Free
§ 27'" DRUG-FREE WORKPLACE DEMONSTRATION PROGRAM. Workplace. 

15 USC 654. 
(a) DEFlNlTIONS.-ln this section: 

"Drug~free
(\) DRUG-FREE,WORKPLACE PROGRAM.-The term "drug-free workplace

workplace program" means a program that include&- program." 

(A) a written policy, including a clear statement of expectations for 
workplace behavior, prohibitions against reporting to work or working under the influence of 
illegal drugs or alcohol, prohibitions against the use or possession ofillegal drugs in the 
workplace, and the consequences of violating those expectations and prohibitions; 

(B) drug and alcohol abuse prevention training for a total ofnot 
less than 2 hors for each employee, and additional voluntary drug and alcohol abuse 
prevention training for employees who are parents; 

(Cl eroployee illegal drug testing. with analysis conducted by a 
drug testing laboratory certified by the Suhatance Abuse and Mental Health Services 
Administration, or approved by the College of American Pathologists for forensic drug 
testing, and a review ofeach positive test result by a medical review officer; 

(D) . employee access to an eroployee assistance program, including 
confidential assessment, referral, and short-term problem resolution; and 

(E) continuing alcohol and drug abuse prevention education. 

P'Section 27 completely rewritten by § 904 ofP.L. I05~277, approved Oct.. 21, 1995 (112 Stat. 2681-8J 1). For 
Congressional fllldingS and purposes, see page 1115 Qfthis Handbook. Text offormer 121, added by § 310 ofP,L, 
10 1~:S74> is reprinted below: 

(a) The Administration is authorized to make grants to conduct demonstration programs in 5 States in order to 
promote tou.rlsm activities delivered by small businesses. The purpose of the program shall be to demonstrate ways 
in which the economy in nual areas may be improved by encouraging tourism and its resulting increase in income 
and employment in rural areas. The Administration shall require as a condition ofany grant under this section that 
the applicant also contrIbute to the demonstration program a sum equal to at least 25 percent ofthe a.I'lKtW1t of the 
funding requested from the Federal Government 

(b) There are authori.7..ed to be appropriated to carry out the provision of this section, $1,000,000 for 
fuca] year 1992 and such $U1IlS may remain available until expended, 

(c) Not later than February i, 1993. the Administration shaH submit to the President and the Congress 
a report on activities undertaken pursuant to this section. 
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"Eligible(2) ELIGIBLE INTERMEDlARY.-The term "eligible intermediary" 
intermediary,"means an organization-

(A) that bas not less !ban 2 years ofexperience in carrying out 
drug-free workplace programs; 

(8) that bas a drug-free workplace policy in effect; 

(C) that is located in a State, the District of Columbia, or a territory 
ofthe United States; and 

• 
(D) the purpose ofwbicb is

(i) to develop comprehensive drug-free workplace 
programs or to supply drug-free workplace services; 

(H) to provide other forms of assistance and services to 
small business concerns. 

(3) EMPLOYEE.-The term "employee" includes any "Employee." 

(Aj applicant for employment; 

(8) employee; 

(C) supervisor; 

(0) manager; 

(E) officer ofa small business concern who is active in 
management ofthe concem~ and 

(F) owner of a small business concern who is active in 
management ofthe concern. 

(4) MEDICAL REVIEW OFFI CER.-The term "medical review 
offieer"

"Medical 
review 
officer." 

(A) means a licensed physician wjth knowledge of subSlance abuse 
disorders; and 

(B) does not include any

(i) employee of the small business concern; or 
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(ii) employee or agent of, or any person having a financial 
interest in, the laboratory for which the illegal drug test results are being reviewed. 

(b) ESTABLISHMENT.-There is established a drug-free workplace 
demonstration program, under which the Administrator may make grants to, or enter into 
cooperative agreements or contracts with, eligible intennediaries for the purpose of providing 
financial and technical assistance to small business concerns seeking to establish a drug-free 
workplace program. 

(c) PRIVACY PROTECTION FOR EMPLOYEES PARTICIPATING IN A 
DRUG-FREE WORKPLACE PROGRAM.-Each drug-free workplace program established 
with assistance made available under this section shall

(1) include, as reasonably necessary and appropriate, practices and 
procedmes to ensure the confidentiality. of illegal drug test results and of any participation by 
an employee in a rehabilitation program; . 

(2) prohibit the mandatory disclosure of medical information by an 
employee prior to a confmned positive illegal drUg test; and 

(3) require that a medical review officer reviewing illegal drug test results 
shall report only the final results, limited to those drugs for which the employee tests 
positive, in writing and in a manner designed to ensure the confidentiality of the results. 

(d) EVALUATION AND COORDINATION. Not later than 18 months after the 
date of enactment of the Drug-Free Workplace Act of 1998, the Administrator, in 
coordination with the Secretary of Labor, the Secretary of Health·and Human Services, and 
the Director ofNational Drug Control Policy, shall

(I) evaluate the drug-free workplace programs established with assistance 
made available under this section; and 

(2) submit to Congress a report describing the results of the evaluation 
under paragraph (I). 

(e) CONTRACT AUTHORITY.-In carrying out this section, the Administrator 
may

(1) contract with public and private entities to provide assistance related to 
carrying out the program under this section; and 

(2) compensate those entities for provision of that assistance. , 

(I) CONSTRUCTION.-Nothing in this section may be construed to require an 
employer who attends a program offered by an intermediary to contract for any service 
offered by the intennediary. 
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(g) AUTHORIZATION.

(I) IN GENERAL.-There is authorized to be appropriated to carry 
out this section, $10,000,000 for fiscal years 1999 and 2000. Amounts made available 
u!lder this subsection shaU remain available until expended, 

(2) SMALL BUSINESS DEVELOPMENT CENTERS.-Ofthe lotal 
amount made available under this subsection. not more than the greater of 10 percent or 
$1,000,000 may be used to carry out section 21(c)(3)(T). 

§ 28416 PILOT TECHNOLOGY ACCESS PROGRAM. Technology 
Access 

(a) 	 The Administration, tn consultation with the National Institute of Program. 
15 USCG;;.Standards and Technology and the National Technical Information SelVice, shall 

establish a Pilot Technology Access Program, for making awards under this section to 
Small Business Development Centers (hereinafter in this section referred to as ' 
"Centers"). 

(b) The Administrator of the Small Business Administration shall establish 
cornpetitiv~ merit~based criteria for the selection ofCenters to receive awards on the 
basis of~~ 

(1) the ability of the applicant to carry out the purposes described in 
subsection (d) in a manner relevant to the needs ofindustries in the area served by the 
Center; 

(2) the ability of the applicant to integrate the implementation of this 
program with existing Federal and State technical and business assistance resources; and 

(3) the ability of the applicant to continue providing technology access 
after the termination of this pilot program. 

«:) To be eligible to receive an award under this section, an applicant shan 
provide a matching contribution at teast equal to that received under such award. not 
more than SO percent of which may be waived overhead or in~kind contributions. 

(d) Awards made under tfiis seelion shall be for the purpose of increasing 
access by small businesses to on~line data base services that provide technical and 
business information. and access to technical experts. in a wide range oftechnologies, 
through such activities as-

4'1SScClioli 28, the Pilo! Tcclmology Access Progmm, added by § 609(d} ofPL 102-140, approved Oct 28, 1991 (l05 
Stat 825). A second § 28, Women's Dcmonstnui()n Projects, was added by § 2 ofPL l02~191, approved Dec. 5,1991 
(lOS Stat. 1589); the second § 2& was Yenumbercdas § 29 by § 411 ofP.L. 103-403, appro\'Cd OCL 22, 1994 (108 StaL 
4192). 
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(1) defraying the cost of access by small businesses to the data base 
serviCes; 

(2) training small businesses in the use of the data base services; and 

(3) establishing a public point ofaccess to the data base services, 

Activities described in paragraphs (I) through (3) may be carried out through contract 
with. a private entity_ 

(e) Awards previously made under section 2lA ofthis Act may be renewed 
under this section. 

(f) Two years after the date on which the first award was issued under section GAO 
21A ofthis Act. the General Accounting Office shall submit to the Committee on Small report. 
Business and the Committee on Science, Space, and Technology of the House of 
Representatives and to the Committee on Small Business and the Committee on 
Commerce, Science, and Traosponation of the Senate, an interim repon on the 
implementation of the program under such section and this section, including the 
judgments ortlle participating Centers as to its effect 00 smaH business productivity and 
innovation, 

(g) Three years after such date, the General· Accounting Office shall submit to 
the Committee on Small Business and the Committee on Science, Space, and Technology 
of the House ofRepresentatives and to the Committee on Small Business and the 
Committee on Commerce, Science and Transportation of the Senate, a final report 
evaluating the effectiveness of the Program under section 21 A and this section in 
improving small business productivity and innovation. 

. I 
Authorization.(h) There are authorized to be appropriated to the Small Business 

Administration $5 million for each of fiscal years 1992 through 1995 to cany out this 
section, and such amounts may remain available until expended. 

(il Centers are encouraged to seek funding from Federal and non-Federal 
sources other than those provided for in this section to assist small businesses in the 
identification ofappropriate technologies to fiU their needs, the transrer of technologies 
from Federal laboratories. public and'private universities, and pther public and private 
institutions;the analysis ofcommercial opportunities represellted by such technologies, 
and such other functions as the development business planning, market research, and 
financial packaging required for commercialization. Insofar as such Centers pursue these 
activities. Federa1 agencies ate encouraged to employ these Centers 10 interface with 
small businesses for such purposes as facilitating small business participation in Federal 
procurement and fostering commercializ.ation ofFederany~funded research and 
development 
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§ 29"'WOMEN'S BUSINESS CENTER PROGRAM 	 Women's Business 
Center Program.. 
15 USC 65G. 

419 This S¢(.1ion., added by § 2 ofPL J02~191. approved Dec. S. 1991 (l05 SUIt 1589), was fcnumberedas § 29 by § 
411 ofP.L. 103403. approved Oct. 22. 1994 (108 Stat 4192), $cction 29 was comple1cly rewritten by § 308(3) of 
P,L. 105-135. approved Dec. 2. 1997 (lll Stat 2(11), Section 308{b) Oflhc same law provides: 

(b) APPLlCABILlTY

(I) IN GENERAL· Subject 10 paragr3ph (2), any organ12alion conducting a J·ycar project 
under scetion 29 oCthe Small Business Act {IS U,S.C. 6S6)(a'S in effect on the day before theeffcclive dale 
of;his Act) on September 30, 1997, may request an extension mIlle term of that project 10 a total tenn of 5 
years. If such an c:..1ension is made, the organization shall receive financial assistance in (lo:;ordance with 
section 29(c) of the SmaU Business Act (as amended by Ilus section) subject to procedures established by the 
Administrator. in coordination with the Assistant AdministmlOf or the Office ofWomCtJ '5 Business 
(h<tnership established undcr section 29 of the Small Business Act (15 U.S.c. G5G)(as amended by this 
section), 

(2) TER.M:S OF ASSISTANCE FOR CERTAIN ORGANlZATiONS ~ Any organi7.ation 
operating in the third year of a 3-year project under section 29 nfthe Small Business Act (IS U ,S,C. 656)(85 
in effect on the day before the effective dale orillis Act) on ~ember 30, 1997. may request an exlension of 
the term of lhat projccl to a total lenn of5 years. If such an cxlension is: made. during the fourth and fifth 
years oCthe project. the organization shall receive IInanei.ftl assistance in accordance wilh section 29(c)( t)(C) 
of the Srn.al1 Business Act (as amended by lhis scc'ion) sobjcf;! to procedures established by the 
Administrator. in ¢(io.rdination with the Assistaru Administrator of tile Office of Women's Business 
OV,'flcrship established under s.edion 29 of the Small Business Act (i5 U.S.c. 656)(ilS amcndcd by this 
sc,~on). 

The text of r<lrmer § 29 is repnnted below: 

WOMEN'S DEMONSThATION PROJECTS 

(a) The Administ.r.ltion may provide financial assistaflr;c to prinltc organizations to conduct 3-ycar 
demonstration projccts for the benefit of small business concerns owned and controlled by women, TIle 
pmjects shall provjde·~ 

(I) financial assistance, including training and counseling in how to apply for and sccurc business 
credit and investment capilal, preparing and presenting fin:mciai S1atemcms, and managing cash flow llnd other 
financial opernlions ofa business concern:, 

(2) m'3nagemcnt assistance, including training and counsclmg in how to plnn,. organize, staff. 
direct, and ¢(intral each IntljOt activity and function of a snt.'l.1I business concern; and 

(J) marketing assistance, including tmining and coonscting in identifying and segmcnling 
domestic and international m.arket opportunities, !,rcparing and cx~uting markctmg plans, developing pricing 
stlategics, locating CQt1tnH:l opportwtitics, negotiating e~m!racts, and utilizing varying public relations and 
advertising techniques. 

(1)) (I) As a condition or receiving financial assistance authorh:cd by Ihis section, the rccipient 
organizalion shall agree to obtain, after ils application has becn approved and notice ofaward has occn issued, 
cash contributions from non-Federal sources.as follows: 

(A) If thc project first receives its Federal financial assistance prior to fiscal year 1993, 
an annual: amount that is not less than the amount of the Federal fLnancinll1ssistl1DCC provided c.1ch year. 
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(B) If the project firsl receives Federal financial assistance in fiscal year 1993, or 
thereafter, annual amounts equal 10

(i) in .he first ye"'. I "".-Fodornl doll" fo, each 2 Feder.1 dolla", 
(ii) in the second year, 1 MowFedcral dollar for each Fcdeml doUar, and 
{iii) in the third and final year, 2 non-Federal dollars for each Fcdcml dollar. 

(2) Up IQ one-haJf of the non-Federal m.'llching assistance may be in the form of in-kind 
contributions which arc budget Hne items only, including but not limiled to office equiptncnl and office space. 

(3) Th¢ financial assistaru:e aulhori7..cd pursuanl to this section ma)' be made by gmru. contrnd. or 
(.;()()jlCrative agreement and may contain such provision, as necessary, to provide for payments in Jump SWll or
installments, and in advance or by way of reimbursement. TIle Administrntion may disburse up to 25 percent of 
each year's Federal share awarded 10 a recipient organi7.ation after notice of the award hns been issued !Il'Id 
before the oon~Fcdcral matching funds are obtained. 

(4) If any recipient of assistance under this section fails to obtain the required non~Fedeml 
contribution during any year ofany projed, it shall not be eligible thereafter for ad\'ancc disbursements under 
paragraph (J) during the rcmaillderoftltat projcct, or for any othet project for which il is or may be funded. In 
addition, pliO( to approving assistance to such organi...mion for any other projects, the Administration shall 
specifically delermine whether file AdministratIOn believes that the recipient will be able to obtain the requisite 
oon-Federal funding and enter a written finding setting fMIt Ihe rc.1sons for making such dciennination. 

(c) Each applicant for assistance under Uns section inilially shall submit a 3-ycar plan on proposed 
funtirnising and training aclivilies, and way receivc rinanei.11 assistance under tIlis section for a maximum of} 
years per sitc. TIle Admlnistr.'Uinn shall cvaluJilc and rank applicants in accordance \\'i111 predetermined 
selection criteria thai shall be staled in terms of relative importanct, Such criteria and their relative imP'l'1lill 
shall be made publicly available and stated in each solicilalion for applications made by tlle Administration, 
TIle criteria shall includc:

(I) (he e.xperience of the applicant in conducting programs or on~going efforts designed to impart 
or upgrade the business skills of women business owners or potential owners: 

(2) lhe present <thilit)' of the applicant to commencc a demonstration project wIthin 11 minimum 
amount of time; and 

(3) the abHil)' of the applicant to provide !ruining and services to a reprcsent:Hh'c number of 
women who are botb SOCially and economically disadvanlaged, 

(d) • For purposes of this section, the term ~smaJl business concern" means 11 small business: concern, either 
start-up or existing, owned and controlled by women, and·· 

(I) wllich is at least S1 percent owned by 1or more women; and 
(2) the management and daily business operations of wbich are controlled by 1Of more women. 

(e) There are authorized to be appropriatoo $4,000,000 for each fiscal year to carty Qui the demonstration 
projects authorized by lIus sedion, Notwithslanding any olilerprovislQn of law, the Administration rna}' use 
such cxpedilcd acquisition methods as it deems appropritlle to achiC\'c t11e pu.rposes of this seetion, e.xcep( that it 
shaU ensure tlml all eligible sources are provided a reasonable opportunity to sabmit proposals~ 

(0 The Administration shall prepare and transmit an annual report, beginning February 1. 1992. to tl~ 
Committees on Small Business of the Senate and House of Representatives on the effectiveness of all 
demonstration pTI:rjecls conducted under the autllOrity of this section. Snch rcport 51'1.:111 provide information 
conccming
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(a) DEFINITIONS -In this section- , 

(1) the term "Assistant Administrator" means the Assistant 
Administrator of the Office ofWomen's Business Ownership established under 
subsection (g); 

(2)~i10 the term "private nonprofit organization" means an entity that is 
described in section 501(c) orlhe Internal Revenue Code of1986 and exempt from 
taxation under section 501 (a) of such Code; 

{lJ the term ".mall business concern owned and controlled by 
women", either startup or existing. inch-ldes any small business concern

(A) that is not tess than 51 percent owned by 1 or more women; 
and 

(B) the management and daily business operations of which are 
controlled by 1 or more women~ and 

(4) the term "women's business center site" means the location of. 
'-. 


(A)' a women's business center; or 

, 

(8) 1 or more women's business centers, established in 
conjunction with another women's business center in another location within a State or 
region

(i) that reach a distinct population that would otherwise 
not be serle<!; 

"Assistant 
Adminisl.ffitor." 

"'Private 
nonprofit 
organizalion.

"Small business 
concern owned 
and controlled by 
women.'· 

"Wolllen's 
business 
center sile." 

(l) the number of individuals receiving nssis!!mcc; 
(2) the number of S!m1·up business concerns formed; 
(3) the gross rcooipts Qf assisted concerns; 
(4) increases (lr decreases in pro!its of assis!oo CQnccms~ and 
(~) the cmpl"Ylttern increases (it d«:rt.3scs of assi~ed concerns. 

(g) The Administration shall not provide financml assistance under thiS section to any new project after 
October I. 1997. except t!tnt it may fund proicas wllicb CQmmCllccd prior thereto. 

(b) OFFiCE OP WOMEN'S BUSINESS OWNERSHJP.- TItcre is hereby established v.'ith tlte 
AdministratIon an Office of Women's Business Ownership. \\11ich shall be responsible fot the administration 
of tbe Administrntlon's prognulls for the development of women's business enterprises. as sucb teon is 
dclincd in section 408 oftbe Women's Business Ownership Act of 198&, The Office of Women's Business 
Owncrsbip shall be administered by an AssisUml AdminiSlrntot, who shan be appointed by the 
Admini&u-aIO(, 

..0 P3I1Igraphs mand (3) renumbered as (3) and (4), ftspcct"~I)', and new I'.rngr.lpll (2) added by § 2(1) ofP,1-. 106· 
IG5,.pp",ved Dec, 9, 1999 (Ill Stat 1795), 
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(ii) whose services are targeted to women; and 

(iii) whose scope, function, and activities are similar to 

those of the primary women's business center or centers in conjunction with which it was 

established. 


(b) AUTHORITY· The Administration may provide financial assistance to 
, private nonprofit481 organizations to conduct 5-year projects for the benefit of small 
business concerns owned and controlled by women. The projects shall provide

(I) financial assistance. including training and counseJing in how to 

app'ly for and secure business credit and investment capitai, preparing and presenting 

financial statements, and managing cash flow and other financial operations of a business 


~. 

concern; 

(2) management assistance. including training and counseling in how 

to plan. organize, staff. direct, and control each major activity and function ofa small 

business concern; and 


(3) marketing ass.ist.ance. including training and counseling in 

identifying and s.egmenting domestic and international market opportunlties, preparing 

and executing marketing plans, developing pricing strategies, locating contract 

opportunities, negotiating contracts. and utilizing varying public relations and advertising 

techniques. 


(c) CONDITIONS OF PARTICIPA TlON

(1) NON-FEDERAL CONTRJBUTJONS - As a condition of 

receiving financial assistance authorized by this section, the recipient organization shall 

agree to obtain. after its application has been ap-proved and notice of award has been 

issUe. cash contributions from non-Federal sources as follows: 


(A) in the first and second years, 1 non-Federa.l dollar for each 

2 F edcral dollars; and 


(B)'" in the (!lird, fourth, and fifth years, 1 non-Federal dollar for 

each Federal dollar 


461 "'Nonprofit" added by § 2(2}ofP.L, l06*16S.approvcd Dec. 9, 19')1) {113 Sial 179:S}. 

437Subparagraphs 29{cXI)(B} and (C} were deleted and a new subp:lf. (B) was added by § 2(a} ofP.L. 106~17, approved 
April 6, 1999 (113 Stat. 27). Tcs.t offormcr subparngraplts 29"{c}( I)(.8) and (e) arc reprinted below: 

(8) in the thitd and founh years, I rnmwFedcral dollar [or each Federal dollar, and 
(C) in the lifth year, 2 non-Federal dollars foreaclt Federal dollar. 
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(2) FORM OF NON· FEDERAL CONTRIBUTIONS· Not mOre lhan 
one-haIfof the non-Federal sector matching assistance may be in the form of in~kind 
contributions that are budget tine items only. including office equipment and office space. 

(3) FORM OF FEDERAL CONTRIBUTIONS· The financ;al 
assistance authorized pursuant to this section may be made by grant, contract, or 
cooperative agreement and may contain such provision, as necessary, to provide for 
payments in lump sum or installments. and in advance or by way of reimbursement. The 
Administration may disburse up to 25 percent of each year's Federal share awarded to a 
recipient organization after notice of the award has been issued and before the 000

Federal sector matching funds are obtained. 

(4) FAILURE TO OBTAIN NON·FEDERAL FUNDING· If any 
recipient ofassistance fails to obtain the required non~Federal contribution during any 
project, it shaH not be eligible thereafter for advance disbursements pursuant to paragraph 
(3) during the remainder of that project, or for any other project for which it is or may be 
funded by the Administration. and prior to approving assistance to such organization for 
any other projects.. the Administration shall specifically determine whether the 
Administration believes that the recipient will be able to obtain the requisite non~Federal 
funding and enter a written finding setting forth tbe reasons for making such 
determination. , 

:; (d) CONTRACT AUTHORITY· A women's business center may enter into a 
contract with a Federal department or agency 10 provide specific assistance to women and 
other underserved small business concerns, Performance ofsuch contract should not 
hinder the womentg business centers in carrying out the terms of the grant received by the 
women's business centers from the Administration, 

(e) SUBMISSION OF 5· YEAR PLAN· Each applicant organization ;n;.;ally 
shall submit a S-year plan to the Administration on proposed fund raising and training 
activities. and a recipient organization may receive financial assistance under this 
program for a maximum of 5 years per women's business center site. 

(f) CRITERIA - The Administration shall evatuate and rank applicants in 
accordanc.e with predetermined selection criteria that shall be stated in terms of relative 
importance. Such criteria and their relative importance shall be made publicly available 
and stated in each solicitation for applications made by the Administration, The criteria 
shall include-

Section 2(b)ofP.l. l06-J7providcs; 

(b) APPLICABILITY-The amendments made by this scction shall apply b¢gillning OcIOOcr 1, )998, 
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(I) the experience ofthe applicant in conducting programs or ongoing 
efforts designed to impart or upgrade the business skills ofwomcn business owners or 
potential owners; 

(2) the present ability of the applicant to commence a project within a 
minimum amount ofHme; 

(3) the ability of the applicant to provide training and services to a 
representative number ofwomen who are both socialiy and economically'oisadvantaged; 
and . ' 

(4) the 1ocation for the women's business center site proposed by the 
applicant 

(g) OFFICE OF WOMEN'S BUSINESS OWNERSHIP- Office of 
Women's 
BUSiness(I) ESTABLISHMENT· There is established within the 
Owlll::mlip.Administration an Office ofWomen's Business Ownership, which shall be responsible. 

for the administration of the Administration's programs for the devc(opment of women's 
business enterprlses (as defined in section 408 of the Women's Business Ownership Act 
of 1988 (15 U.S,c' 631 note». The Office of Women's Business Ownership shall be 
administered by an Assistant Administrator, who shaH be appointed by the Administrator. 

(2) ASSISTANT ADMI,,!STRA TOR OF THE OFFICE OF 
WOMEN'S BUSl1'.'ESS OWNERSHIP

(AJ QUALIFICATIOKS - The position ofAssistant 
Administrator shaU be a Senior Executive Service position under section 3 i32{a)(2) of 
title 5, United Slates Code, Tbe Assistant Administrator shan serve as a noncareer 
appointee (as defined in section 3 1 32(a)(7) of that tiile), 

(B) RESPONSIBILITIES AND DUTIES

(iJ RESPONSIBILITIES· The responsibililies oflhe 
Assistant Administrator shall be to administer the programs and services of the Office of 
Women's Business Ownership established to assist women entrepreneurs in the areas 
of.

(I) star:ing and operating a small business; 

(II) development of management and tecbnical 
.kills; 

(HI) seeking Federal procurement opportunities; 
and 
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(IV) increasing the opportunity for access to 
capital, 

(ii) DUTIES - The Assi'tant Administrator shall

(I) administer and manage the V/omen's 
Business Center program; 

(II) recommend the annual administrative and 
program budgets for the Office of Women's Business Ownership (including the budget 
for the Women's Business Center program); 

(III) establish appropriate funding levels 
therefore~ 

(IV) review the annual budgets submitted by each 
applicant tor the Women's Business Center program; 

(V) select applicants 10 participate in the 
program under this section 

(VI) implement this section; 

'," (VII) maintain a clearinghouse to provide for the 
dissemination and exchange of information between women's business centers; 

(VIII) serve as the vice chairperson of the 
Interagency Committee on Women's Business Enterprise; 

(IX) serve as liaison for the National Women's 
Business Council; and 

(X) advise the Administrator on appointments to 
the Women's Business Council. 

(C) . CONSULTATION REQUIREMENTS -In carrying out the 
responsibilities and duties described in this paragraph. the Assistant Administrator shan 
confer with and seek the advice of the Administration officials in areas served by the 
women's business centers. ., 

(h)483 PROGRAM EXAMINATION.

4a;; Subsection 29{b) cumplete1y rewritten by § 3(1) ofP.L. i06~165, approved Dec. 9, 1999 (113 Stat. 179S). 
Effective date of tile cll.'U1gc is Oct I, 1999. per § 6 ofP.L. 1O(i~1(i5. Te.\1 oHarmer subsection 29(h) is reprimoo 
below: 

PROGRAM EXAMINATION
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(l) IN GENERAL.-The Administration shall 

(A) develop and implement an annual programmatic and 

financial examination ofeach w~men's business center established pursuant to this 

section, pursuant to which each such center shall provide to the Administration

(i) an itemized cost breakdown ofactual expenditures 

for costs incurred during the preceding year; and 


(ii) documentation regarding the amount of matching 

assistance from non·Federal sources obtained and expended by the center during the 

preceding year in order to meet the requirements of subsection (c) r.nrl. with respect to 

aniin~kind contributions described in subsection (c)(2) that were used to satisfy the 

requirements of subsection (c), verification of the existence and valuation of those 

contributions; and 


(B) analyze the results ofeach such examination and, based on 
. that analysis, make a determination regarding the programmatic and financial viability of 

each women's business center. 

(2) CONDITIONS FOR CONTINUED FUNDfNG.-In determining 

whether to award a contract (as a sustainability grant) under subsection (1) or to renew a 

contract (either as a grant or cooperative agreement) under this section with a women's, 

business center. the Administration

(A) shall consider the results of the most recent examination of 

the center under paragraph (1); and 


(B) may withhold such award or renewal, if the Administration 

determines that

(I) the center has failed to provide any information 

required to be provided under clause (i) or (ii) of paragraph (I )(A). or the information 

provided by the center is inadequate~ or 


(ii) the center has failed to provide any information 

required to be provided by the center"Tor purposes of the report of the Administration 

under subsection <D, or the information provided by the center is inadequah~" . 


(1) IN OEl\CRAL ~ Not lalCr than ISO d.'ys after Ihe dale of enactment mIlle Small Business 
RcnUIOOrh.ation Act of 1991. the Administrator shall develop and nnplcmcnt an annu;u progmmmatic and 
financial,examination ofeach women's business center established pursuanlto lhis seclion. 

(2) EXTENS10N OF CONTRACTS -In e.-:Wndlng or rcncn:lng a contract with a women's 
business center, me Administrator shalt consider the resulis of the cxamin.."\lion conducted under- paragraph 
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(i) CONTRACT AUTHORITY· The authority of the Admini,tratorto enter 
into contracts shall be in effect for each fiscal year only to the extent and in the amounts 
as are provided in advance in appropriations Acts. After the Administrator has entered 
into a contract. either as a grant or a cooperative agreement, with any applicant under this 
section. it shall not suspend, tenninate, or fail to renew or extend any such contract unless 
the Administrator provides the applicant with written notification setting forth the reasons 
therefore and affords the applicant an opportunity for a hearing. appeal, or other 
administrative proceeding under chapter 5 ofdtle S, United States Code. 

0)'" MANAGEMENT REPORT.- Management 
report. 

(1) IN GENERAL.-The Administration shall prepare and submit to 
the Committees on Small Business of the House ofRepresentatives and the Senate a 
repan on the effectiveness ofaU projects conducted under this section, 

(2) CONTENTS.:"'Each report submitted under paragraph (I) shall 
indude information concerning, with respect to each women's business center 
established pursuant to this section- ' 

(A) the number of individuals receiving assistance~ 

(B) the number of startup business concerns formed~ 

(C) the gross receipts of assisted concerns; 

concerns; 
(D) the ef!lployment increases or decreases ofassisted 

(E) to tbe maximum extent practidble, increases or decreases 
in profits ofassisted concerns; and 

48( Subsection (j) completely rewriuen by § 3(2) ofp.L. I06~165. approved Dec. 9, 1999 (113 Stat. 1796). The change 
is effective Oct 1. 1999. per § 6 ofP.L. lO6~16S, TC}o.1 of fonner subsection (j) is reprinted below: 

REPORT - 'The Administrator shnll prepare and submit an annual report to the Committees on Smnll Business 
(ir Ihe House ofReprescntalivcs and tbe Senate (In tlle effecti"eness of ull projects conducted under the 
autllOrity ofthis SCG11on. Such l'epott shall provide information cOIle<:ming

(1) the number of iiidividU3is rC«iving assistance, 
(2) the number ofsfartup business concerns formed: 
(3) the gross rcceipls of assiSied concerns; 

(4} increascs or de<:rcascs in profits of assisled concerns; and 

(5} the emplOj'mcnl increases or d«rcascs or 3ulslcd wncemS. 
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(F) the most reeent analysis, as required under subsection 
(h)(I)(B), and the subsequent determination made by the Administration under that 
subsection. 

(k) AUTHORlZATION OF APPROPRIATIONS- Authorization. 

(1)48~ IN GENERAL.--There is authorized to be appropriated. to remain 
availabJe until the expiration ofthe pUot program under subsection (l)~ 

(A) $12,000,000 for fiscal year 2000; 

(B) $12,800,000 ror fiscal year 2001; 

(C) $13,700,000 for fiscal year 2002; and 

(D) $14,500,000 for fiscal year 2003. 

(2) USE OF AMOUNTS.

(A) IN GENERAL.-Except as provided in subparagraph (8), 
amounts made available under this subsection for fiscal year 1999. and each fiscal year 
thereafter. may only be used for grant awards and may not be used for costs incurred by 
the Administration in connection with the management and administration of the program 
under this section. ' 

(B)," EXCEPTIONS.-Ofthe amount made avaIlable under this 
subsection for a fiscal year, the fonowing amounts shall be available for selection panel 
costs, post~award conference costs, and costs related to monitoring and oversight: 

(il For fiscal year 2000, 2 percent 

(ii) For fiscal year 2001, 1.9 percen!. 

(iii) For liseol year 2002, 1.9 percent. 

(Iv) For fiscal year 2003, 1.6 percent. 

465Paragrnph 29{k){l) was rewritten by § 4(b)(l) ofP.L. IOG~1(j5. approvcd Dec. 9, 1999 (113 $illt I799).' Section 6 
ofP,L. H.Xi~J6S provides that lheeffcctive dale of Ihe taw is Oct J, 1999. Text offormcr p:uagraph 29(k)(1) is 
reprinted below: 

There is authorized 10 be appropriated $! 1,000,000' for each fiscal rear to carry out tlle projects autllOri71:d 

under this section, ofwhich, for fiscal year 1998, not more limn 5 percent lIlay be used for administrative 

expenses related to the program under tlUs section. 

""Amount changed fr01l1 Sa,DOO,OOO by § 3 of P.L. 106-17, appro\,cd April 6, 1999 (! l3 Slat 27). 


'" New subp;lr.lgmph 19(kX2)(B) added by § 4(b)(2)(S) or n. 106·165, opprovcd Dec. 9. 1999 (113 Sla .. 1199). 
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(3) EXPEDITED ACQUISITION - Notwithstanding any other 
provision of law. the Administrator. acting through the Assistant Administrator, may use 
such expedited acquisition methods as the Administrator determines to be appropriate to 
carry out this section, except that the Administrator shall enSure that all smaH business 
sources are provided a reasonable opportunity to submit proposals. 

(4)'" RESERVATION OF FUNDS FOR SUSTAINABILITY PILOT 
PROGRAM,

(A) IN GENERAL,-Subject to subparagraph (B), ufthe total 
amount made available under this subsection for a fiscal year, the following amounts 
shall be reserved for sustainability grants under subsection (1): 

(i) For fiscal year 2000. 17 percent 

(i1) For fiscal-year 2001, 18"8 percent. 

(iii) For fiscal year 2002. 30,2 percent 

(iv) For fiscal year 2003,30,2 percent 

(8) USE OF UNAW ARDED FUNDS FOR 
SUSTAINABILITY PILOT PROGRAM GRANTS,-Ifthe amount reserved under 
subparagraph (A) for any fiscal year is not fuIJy awarded to private nonprofit 
organizations described in subsection {I)(i )(B), the Administration is authorized to use 
the unawarded amount to fund additional women's business center sites or to increase 
funding ofexisting women's business center sites under subsection (b). 

(I)'" SUSTAINABILITY PILOT PROGRAM,- SU'tainabiilty 
pilot program, 

(I) IN GENERAL-There is established a 4-year pilot program under 
which the Administration is authorized to award grants {referred to in this section as 
<lsust81nability grants") on a competitive basis for an additional S-year project under this 
section to any private nonprofit organization (or a division thercof)

(A) that has received financial assistance under this section 
pursuant to ~ grant. contract. or cooperative agreement; and 

HI'7 New p,lragrnph 29(k)(4)added by § 4(b)(3) orP.L 106~165. approved Dec, 9, 1999 (l 13 Slat 1799), 

4aR New subsection 29(1) added by § 4(3) cfP.L. 106·165. appuwoo Dec. 9. 1999 (113 Stat 1796), Effective date 
is Oct. I.1999.per§6ofP.L. 106·)65, Sec1ion4(C)ofthesamclawpoovidcs: 

GUIDELlf'..T:S.~Not lIner than]O days aOer the date or enaClment oflhi$ Act, the Adminislra!oroftbe 

Small BUSiness Administration shall issue guidelines to implement the amcltdmcnls made hy Ihis section. 
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(B) th.t 

(i) is in the final year ofa 5-year project; or 

(ii) has completed a project financed under this section 
(or any predecessor to this section) and continues to provide assistance to women 
entrepreneurs. 

(2) CONDITIONS FOR PARTICIPATION.-In order to receive a 
sustainabmty grant, an organization described in 'paragraph (1) shall submit to the 
Administration an application, which shall include

{A) a certification that the appHcant

(i) is a private nonprofit organization; 

(li) employs a fun~time executive director or program 
manager to manage the center; and 

(iii) as a condition ofreceiving a sustain~bility grant, 
agrees

(I) to a site visit as ·part of the final selection 
process and to an annual programmatic and financial examination; and 

t, 	 (11) to the maximum extent practicable, to 
remedy any problems identified pursuant to that site visit or examination; 

(8) information demonstrating that the applicant has the ability 
and resources to meet the needs of the market to be served by the women's business 
center site for which a sustainability grant is sought, including the ability to fundraise; 

(C) information relating to assistance provided by the women's 
business center site for which a sustainability grant is sought in the area in which the site 
is located, including

(i) the number of individuals assisted; 

(il) the number ofhoufS of counseling. training. and 
workshops provided; and 

(iii) the number of startup business concerns formed~ 

(D) information demonstrating the effective experience of the 
applicant in
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(i) conducting financial, management, and marketing 
assistance programs, as described in p.rngraphs (I), (2), and (3) of subsection (b), 
designed to impart or upgrade the business skills of women business owners or potential 
owners~ 

Oi) pro....iding training and services to a representative 
number ofwomen who are both socially and economically disadvantaged~ 

(ili) using resource partners of the Administration and 
other entities. such as universiHes~ 

(iv) complying with the cooperarive agreement of the 
applicant; and 

(v) the prudent managemen1 of finances and staffing. 
including the manner in which the performance of the applicant compared to the business 
plan of the applicant and the marmer in which grant funds awarded under subsection (b) 
were used by the applicant; and 

(E) a 5-year plan that projects the ability Oflh~ women's 
business center site for which a sustainabHity grant is sought

(i) to serve women business owners or potential 
owners in the future by i,mproving fundraising and training activities; and 

(ii) to provide training and services to a representative 
number of women who are both socially and economically disadvan1aged_ 

(3) 	 REVIEW OF APPLICATIONS.

(Al IN GENERAL-The Administration shall 

(i) 	 review each application submitted under paragraph 
(2) based on the information provided in subparagraphs (D) and (El oftha! paragraph, 
and the criteria set forth in subsection (f); 

(ii) "as part of the final selection process, conduct a site 
visit at each women's business center for which 3. sustainability grant is sought; and 

(iii) approve or disapprove applications for 
sustainability grants simultaneously with applications for grants under subsection (b). 

(B) DATA COLLECTION.-Consistem with the annual report 
to Congress under subsection (i), each women's business center site that is awarded a 
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sustainabiHt)' grant shall, to the maximum extent practicable, collect information relating 
to

(j) the number ofindividuals assisted; 

(ii) .he number ofhours of counseling and training 
provided and workshops conducted; 

(iii) the number of startup business concerns formed; 

(iv) any available gross receipts ofassisted concerns; 
and 

(v) the number ofjobs created. maintained, or lost at 
assisted concerns. 

(C) RECORD RETENTION.-The Administration shall 
maintain a copy ofeach application submitted under this subsection for not less than 10 
years. 

(4) NON-FEDERAL CONTRl8UTION.

(A) IN GENERAL.-Notwithstanding any other provision of 
this section. as a condition of receiving a sustainability grant; an organization described 
in paragraph (I) shaH agree to obtain. after iis application bas been approved under 
paragraph (3) and notice ofaward has been issued. cash and in-kind contributions from 
non-Federal sources for each year of additional program participation in an amount equal 
to I non-Federal dollar for each Feder.1 dollar. 

(8) FORM OF NON-FEDERAL CONTRlBUTIONS.-Not 
more than 50 percent of the non-Federal assistance obtained for purposes ofsubparagraph 
(A) may be in tbe form of in-kind contributions that 'are budget line items only, including 
office equipment and office space. 

(5) TIMING OF REQUESTS FOR PROPOSALS..-In carrying out 
this subsection. the Administration shall issue requests for proposals for women's 
business centers applying for tbe pilot program under this subsection simultaneously with 
requests for proposals for grants under subsection (bl 

Oversight of 
regulatory

§ 30'''OVERSIGHT OF REGULATORY ENFORCEMENT. cnforocmcflf. 
t5 USC 657. 

(aJ DEFINIT10NS.--For purposes of this section, the term-

469Fonner § 30 redesignalcd ns § ;n by § 222(1) of P.L" i04.~121. approved March 29, 1996 OlO SIOII. 860), and "e"" 
§30addcdby § 121(1)ofP.L. t04-t2l. 
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'(1) "Board" means: a Regional Small Business Regulatory Fairness 
Board established under subsection (c); and 

"Board." 

(2) "Ombudsman'* means the Smail Business and Agriculture 
Regulatory Enforcement Ombudsman designated under subsection {b}. 

"Ombudsman," 

(1)) SBA ENFORCEMENT OMBUDSMAN,-

(1) Not later than 180 days after the date of enactment ofthissection, 
the Administrator shall designate a Small Business and Agriculture Regulatory 
Enforcement Ombudsman. who shaH report directly to the Administrator. utilizing 
personnel of the Small Business AdminiStI'3rion to the extent practicable. Other agencies 
shall assist the Ombudsman and take actions as necessary to ensure- compliance with the 
requirements of this section. Nothing In tbis sectionjs intended to replace or diminish the 
activities ofany Ombudsman or similar office in any other agency. 

(2) The Ombudsman shall-

(A) work with each agency with regulatory authority over small 
bustnesse!; to ensure that small business COncerns that receive or are subject to an audit, 
on·site inspection, compliance assistan<::e effort, or other enforcement related 
communication or contact by agency personnel are provided with a means to comment on 
the enforcement actiVIty conducted by such personnel; 

(B) establish means to receive comments from small business 
concerns regarding actions by agency employees conducting compliance or enforcement 
activities with respect to the small business concern, means to refer comments to the 
(nspector General of the affected agency in the appropriate circumstances, and otherwise 
seek to maintain the identity of the person and small business concern making such 
comments on a confidential basis to the same extent as employee identities are protected 
under section 7 of the Inspector General Act of 1978 (5 U,S,C, App,); 

(C) based on substantiated comments: received from small Report to 
business concerns and the Boards, annuaIIy report to Congress and affected agencies Congress, 
evaluating the enforcement activities of agency personnel Including a rating of the 
responsiveness to small business of the various regional and program offices ofeach 
agency; 

Repon to (D) coordinate and report annually on the activities. findings 
agencies.and recommendations of the Boards to the Administrator and to the heads of affected 

agencies; and 

(E) provide the affected agency with an opportunity to 
comment on draft reports prepared under subparagraph (C), and include a section of the 
final rep0l1 in which the affected agency may make such comments as are not addressed 
by the Ombudsman in revisions to the draft, 
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Regional
(e) REGIONAL SMALL BUSINESS REGULATORY FAIRNESS Business 

BOARDS,-- R.cgulaHny 
Fairness 

(1) Not later than 180 days after the date of enactment ofthi$ section, Boards. 
the Administrator shall establish a Small Business Regulatory Fairness Board in each 15 USC 657. 
regional office of the Small Business Administration. 

(2) Each Board established under paragraph (I) shall.. 

(A) meet at least annually to advise the Ombudsman on matters 
ofconcern to small businesses relating fo the enforcement activities of agencies; 

(8) report to the Ombudsman on substantiated instances of 
excessive enforcement actions ofagencies against small business concerns including any 
findings or recommendations of the Board as to agency enforcement policy or practice; 
and 

(e) prior to publication, provide comment on the annual report 
of the Ombudsman prepared under subse-ction (b), 

(3) Each Board shall tonsist oftive members, who are owners, 
Qperators, or officers ofsmall business concerns, appointed by the Administrator, after 
receiving the recontmendations of the chair and ranking minority member of the 
Committees on Small Business of the House ofRepresentatives and the Senate, Not 
more than three of the Board members shall be of the saine political party, No member 
shl1ll be an officer or employee of the Federal Government, in either the executive branch, 
or the Congress. 

(4) Members or the Board shall serve at the pleasure of the 
Administrator for terms of three years or less. 

(5) The Administrator shall select a chair from among the members of 
the Board who shall serve at the pleasure of the Administrator for not more than 1 year as 
chair. 

(6) A majority of the members of the Board shall constitute a quorum 
for the conduct of business. but a lesser number may hold hearings. 

(d) POWERS OF THE BOARDS. 
Powers 
ofthc 

(1) The Board may hold such hearings and collect such information as Boards. 
appropriate for carrying out this section" , 
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, (2) The Board may use the United States mails in the same manner 
and under the same conditions as other departments and agencies of the Federal 
Government. 

(3) The Board may accept donations ofservices necessary to conduct 
i,ts business, prov~ded that the donations and their SOurces are disclosed by the Board" 

(4) Members of the Board shall serve without compensation, provided 
that. members of the Board shall be allowed travel expenses, including per diem in lieu of 
subsistence, at rates authorized for employees ofagencies under subc~apter I ofchapter 
57 of title 5, United States Code, while away from their homes Of regular places of 
business in the performance of services for the Board. 

HUBZonc 
§ 31.<90 HUBZONE PROGRAM Program. 

lS usc 658. 

(a) IN GENERAL· There is established within the Administration a program 
to be carried out by tne Administrator to provide for Federal contracting assistance to 
qualified HUBZone small business concerns in accordance with this section, 

(b) ELIGIBLE CONTRACTS

(I) DEFINITIONS· In this subsection

,~ (A) the term "contracting officer" has the meaning given that "Contracting 
orficcr,"term in section 27(t){5) of the Office ofFedeTaI Procurement Policy Act (41 U.S.C. 
141 USC 423).

423(1)(5); and 

4'90 New section 3t added by § 602(b)( 1)(B) ofP.L. 105-135. approved Dec. 2. 1997 {I } J Stat 2(29), Section 
602(b)(2) ofP.L, 105-135 provided Ihat the HUBZone program would apply to the agcru:ics till'ted in pJragrapbs (A)
(1) below. Section 210 ofP,L. 106-113, approved Nov. 29, 1999 (113 Slat. 150)) added the Departments of Commerce. 
Justicc and Slate {(K) - (M}) (0 the Jist. Amended § ofP.L. 105-135 reads: "(2) INITlAL LlMITEO APPLiCABtLlTY 
• During the period beginning on the date of enactment of this Act and ending on Scp(ember 30,2000, section 31 of the 
Smnll Bosiness Act (as added by paragrapll (J) of this subsection) shail apply only to procurements by

(A) the Department of DefenSe: 

. (8) lhe Dcpattmcnt of Agriculture: 


(C) the Dep3rtmCnt of Health aoo Human Services; 

{DI the Department ofTrnnsponation: 

{E, the Department ofEnergy; 

(F) the Department of Housing and Urhan Dcvc!opincnt; 
(G.I Ihe Envirorunenla' Pro'ect;on Agency; 

(Ill Ihe Nalion,,' Aero",";'" and Space Admini"",,;on; 

(l) the General Services Administration; 
(1) tbe Department ofVeterans Affairs; 
(K) tile: Department of Commerce; 

(LJ the Deparuncnt of Jus!ice; and 

(M) the Department ofStale. 
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(B) the term "full and open competition" has the meaning given 
th.t term in section 4 of the Office of Federal Procurement Policy Act (41 U.S.C. 403). 

(2) AUTHORITY OF CONTRACTING OFFICER - Notwithstanding 
any other provision of law

(A) a contracting officer may award'sole source contracts under 
this section to any qualified HUBZone small business concern, if.

(i) the qualtfled HUBZone small business concern is 
detennined to be a responsible contractor with respect to performance of such contract 
opportunity. and the contracting officer does not have a reasonable expectation that 2 or 
more qualified HUBZone small business concerns will submit offers for the contracting 
opportunity; 

(ii) the anticipated award price ofne contract 
(including options) will not exceed~ 

(1) $5.000,000. in the case ofa con'faci 
opportunity assigned a standard industrial classification code for manufacturing; or 

(II) $3,000,000. in the case of all o'her contract 
opportunities; and 

(iii) in the estimation of the contracting officer, the 
contract award can be made at a fair and reasonable price; 

(8) a contract opportunity shall be awarded pursuant to this 
section on the basis ofcompetition restricted to qualified HUBZone small business 
concerns if the contracting officer bas a reasonable expec~ation that not less than 2 
'qualified HUBZone small business concerns will submit offers and that the award can be 
made at a fair market price~ and 

(C) not later tban 5 days from the date the Administration is 
notified of a procurement officer's decision not to award a contract opportunity under this 
section to a qualified HUBZone small business concern, the Administrator may notify the 
contracting officer of the intent to appeal the contracting officer's decision, and within 15 
days of such date the Administrator may file a written request for reconsideration of the 
contracting officer's decision with the Secretary ofthe department or agency head, 

(3) PRICE EVALUAnON PREFERENCE IN FULL AND OPEN 
COMPETITIONS - In any case in which a contract is to be awarded on the basi, offull 
and open competition, the price offered by a qualified HUBZone small business concern 
shall be deemed as being lower thrin the price offered by another offeror (other than 
another small business concern), if the price oITered b the qualified HUBZone small 
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business concern is not more than 10 percent higber than the price offered by the 
otherwise lowcst~ responsive, and responsible offeror. 

(4) RELATIONSHIP TO OrnER CONTRACTING PREFERENCES 
- A procurement may not be made from a source on the besis of a preference provided in 
patagraph (2) or (3), if the procurement would otherwise be made from a different source 
wnIer section 4124 or4125 oftiUe 18, United State. Code, or the Javits-Wagner-O'Day 
Act (41 U.s.C.46etseq.). 

(c) ENFORCEMENT; PENALTIES

(I ) VERIFICATION OF ELIGIBILITY -In carrying out this section, 
the Administrator shall establish procedures relating to

(Al the filing, investigation, and disposition by the 
Administration of any challenge 10 the eligibili1)' ofa small business concern to receive 
assistance uoder this section (including a challenge, filed by an interested Par1)', relating 
to the veracity ofa certification made or information provided to the Administration by a 
small business concern uoder section 3(p)(5); and 

(B) verification by the Administrator of the accuracy of any 
certification made or infonnation provided to the Administration by a small business 
concern under section 3(p)(5). . 

(2) EXAMINATIONS - The procedures established under paragraph 
(I) may provide for program examinations (including random program examinations) by 
the Administrator of any small business concern making a certification or providing 
information to the Administrator uoder section 3(P)(5). 

(3) PROVISION OF DATA - Upon the request ufthe Administrator, 
the Secretary ofLabor, thc Secretary ofHousing and Urban Development, and the 
Secretary of the Interior (or the Assistant Secretary for Indian Affairs), shall promptly 
provide to the Administrator such information as the Administrator determines to be 

necessary to carey out this subsection. 


(4) PENALTIES -In addition to the penalties described in section 

16(d), ar1}',small business concern that is detennined by the i:'c.:L·. ., ..'. L. 'c 

misrepresented the status of that concern as a "HUBZone small business concern'~ for 
purposes of this section, shall be subject to

(A) section 1001 aftitle 18, United States Code; and 

(B) sections 3729 through 3733 oftitle 31, United States Code. 

Eligibility 
'VerifICation. 

Examinations. 

Penalties. 
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§ 32"'VETERANS PROGRAMS. Veterans 
Programs. 

(a) OFFICE OF VETERANS BUSINESS DEVELOPMENT.-There is Office of 
established in the Administration an Office ofVeterans Business Development, which Vekrans 

shall be administered by the Associate Administrator for Ve1erans Business Development Busme.. 
(. h' . 'd th"As' Ad" '') . d d . Devetopment.In t 13 sectIon reJerre to as e soclate mmlstrator appotnte un er sectIOn 
4(b)(l). 

(b) ASSOClATE ADMINISTRATOR FOR VETERANS BUSINESS 
DEVELOPMENT.-The Associate Administrator

(1) shall be an appointee in the Senior Executive Service; 

(2) shall be responsible for the formulation, execution, and promotion 
of policies and programs of the Administration that provide assistance to small business 
concerns owned and controlled by veterans and small business concerns owned and 
controlled by service-disabled veterans. The Associate Administrator shall act as an 
ombudsman for full consideration of veterans in all programs of the Administration; and 

(3) . shall report to and be responsible directly to the Administrator. 

§ 33.''' NATIONAL VETERANS BUSINESS DEVELOPMENT CORPORATION. National 
Veterans 

(a) ESTABLISHMENT.-There is established a federally chartered Business 
corporation to be known as the National Veterans Business Development Corporation (in ge'\lelop~ent 
this section referred to as the HCorporationj which shall be incorporated under the laws orporatton. 
of tho District of Columbia and which shall have the powers granted in this section. 

(b) PURPOSES OF THE CORPORATlON.-Tbe purposes of the 

Corporation shall be

(1) to expand the provision of and improve access to technical 

assistance regarding entrepreneurship for the Nation's veterans; and 


491New section 32 added by § 201(b)(2) ofP.L. l06~50. approved August 17, 1999 (Ill Stat 235) . 

.. n New section 33 added by § 202(a) ofP.L. 106·50, approved August 17. 1999 (113 Stat. 236). Settlon 202(b) of 

P,L. 106~50 provides: 


GAO REPORT.-Nol later than 180 days after the last day ofthe second fiscal )'tat beginning after the date 
on which the initial members ofthe Board ofDirett()l"$ afthe National Veterans Business Development 
Corporation are appointed under section 33(<:) of the Small Business Act (as added by this section), the 
Comptroller General of the United States shall evaluate the effectiveness of the National Veterans B\1Siness 
Development Corporation in carrying out the purposes under section 33(b} of the Small Buslness Act {as 
added c'y this section), and submit to Congress a report on the results of that evaluation. 
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(2) to assist veterans, including servic.:-disabled veterans, with the 
fonnation and f~pansion ofsmall business concerns by working with and organizing 
public and private resoW'ceS j including those of the Small Business Administration, the 
Department of Veterans Affairs, the Department afLabor, the Department ofCommerce, 
the Department ofDefense, the Service Corps of Retired Executives (described in section 
8(b)( I )(Bl of this Act), the Small Business Development Centers (described in section 21 
ofthis Act), and the business development staffs of each department and agency ofthe 
United States. 

(c) BOARD OF OlRECTORS.

(I) IN GENERAL.-The management of the Corporation shall be 
vested in a Board o~Directors composed ofnine voting members and three nonvoting ex 
officio members. 

(2) APPOINTMENT OF VOTING MEMBERS.-The President Shall, 
after considering recommendations which shall be proposed by the Chairmen and 
Ranking Members ofthe Conunittees on Small Business and the Conunittees on V _ans 
Affairs of the House of Representatives and the Senate, appoint United States citizens 10 
be voting members of the Board, not more !him fLve of whotU shall be members of the 
same political party. 

(3) EX OFFICIO MEMBERS.-Tbe Administrator oflbe Sman 

Business Administration, Ibe Secretary of Defense, and the Secretary of Veterans Affairs 

shall serve as the nonvoting ex officio members of the Board ofDirectors. 


(4) INITIAL APPOINTMENTS.-Tbe initial members oflbe Board 
of Directors shall be appointed non later than 60 days after the date ofenactment of this 

Act. . 


(5) CHAIRPERSON.-The members of the Bruud of Directors 
appointed under paragraph (2) shall elect one such member to serve as chairperson of the 
Board of Directors for a term of 2 years. 

(6) TERMS OF APPOINTED MEMBERS.

(Al IN GENERAL.-Each member at tne Haaro ot JJirectors 

appointed wtder paragraph (2) shall serve a term of 6 years, except as provided in 

subparagraph (B). . 


(B). TERMS OF INITIAL APPOINTEES.-As designated by 
the President at the time ofappointment, ofthe members first appointed

(i) three shall be for a term of2 years; and 

(ii) three shall be for a term of4 years. 
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(C) UNEXPIRED TERMS.-Any member of the board of 
Directors appointed to fiUa vacancy occurring before the expiration of the term for which 
the member's predecessor was appointed shall be appointed only for the remainder of the 
term. A member may serve after the expiration of that member's term until a successor 
has taken office. 

(7) VACANCIES.-Any vacancy on the Board oCDi",cto", shall be 
filled in the manner in which the'original appointment was made. In the.case ofa 
vacancy in the office of the Administrator. of the Small Business Administration or the 
Secretary of Veterans Affairs? and pending the appointment of a successor, an acting 
appointee for such vacancy may serve as an ex officio member. 

(8) INELIGIBILITY FOR OTHER OFFICES.-No voting member of 
the Board ofdirectors may be an officer or employee of the United States while serving 
as a member of the Board of Directors or during the 2-yearperiod preceding such service. 

(9) IMPARTIALITY AND NONDlSCRlMlNATION.-The Board of 
. Directors shall administer the affairs of the Corporation falrly and impartially and without 
discrimination. 

(10) OBLIGATIONS AND EXPENSES.-The Board of Directors 
shall prescribt: the manner in which the obligations of the Corporation may be incurred 
and in which its expenses shall be allowed and paid. 

(II) QUORUM.-Five voting members of the Board of Directors shall 
constitute a quorum, but a lesser number may hold hearings. 

(d) CORPORATE POWERS.-Dn October I, 1999, the Corporation shall 
become a body corporate and as such shall have the authority to do the following: 

(I) To adopt and use a corporate seal. 

(2) To have succession Until dissolved by an Act of Congress. 

(3) To make contracts or grants. 

(4) To sue and be sued, and to file and defend againsdawsuit. in Slate 
or Federal court. 

(5) To appoint, through the actions of its Board of DirectorS, officerS 
and employees of the Corporation, to define their duties and responsibilities, fix their 
compensations, and to dismiss at win such officers or employees. 

(6) To prescribe, through the actions of its Board of Directors, bylaws 
not inconsistent with Federal law and the law ofthe State of incorporation, regulating the 
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manner in which its general business may be conducted and the manner in which the 
privileges granted to it by law may be exereised. . 

(7) To exercise, through the actions of its Board of Directors or duly 
authorized officers, all powers specifically granted by the provisions of this section, and 
such incidental powers as shall be necessary. 

(8) To solicit, receive, and disburse funds from private, Federa!, State. 
~d local organizations. 

(9) To accept and employ or dispose of in furtherance of the purposes 
. ofthis section any money or property, real. personal, or mixe:;d. tangible or intangible, 

received by gifi, devise, bequest. or otherwise. 

(10) To accept voluntary and uncompensated services. 

(e) CORPORATE FUNDS.

(I) DEPOSIT OF FUNDS.-The board of Directors shall deposit all 
funds of the Corporation in federally chartered and insured depository institutions until 
such funds are disbursed under paragraph (2). 

(2) DISBURSEMENT OF FUNDS.-Funds of the Corpomtion may 
be disbursed only for purposes that are

(A) 
aquorum present;. and 

approved by the Soard ofDirectors by a recorded vate with 

(B) 
specified in subsection (b). 

in accardsnce with the purposes of the Corporation as 

(I) NETWORK OF INFORlv!ATION AND ASSISTANCE CENTERS.-In 
carrying out d,e purpose described in subsection (b), the Corporation shall establish and 
maintain a ne1work of infonnation and assistance centers for use by veterans and the 
public. 

(g) ANNUAL REPORT.-Dn or before October I of .""h year, the Board of 
Directors shall transmit a report to the President und the Congress describing the 
activities and accomplishments ofthe Corporation for the preceding year and the . 
Corpomtion's findings regarding the efforts ofFedora!, State and private organizations to 
assist veterans in the fQnnntion and expansion of small business concerns, 

A.lnual 
report. 

(h) ASSUMPTION OF DUTIES OP ADVISORY COMMIITEE.-Dn 
October 1,2004, the Corporation established under this section shall assume the duties, 
responsibilitit;s, and authority of the Advisory Committee on Veterans Affairs established 
under section 203 of this Act. 
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(i) USE OF MAlLS.-The Corporation may use tbe United Stales mails in 
. tbe same manner and under me same conditions as me departments and agencies of me 

United States. 

(j) PROFESSIONAL CERTIFICATION ADVISORY BOARD.- Professional 
Certification 
Advisory(I) IN GENERAL.-Acting through me Board ofDirectors. me 
Board. . 	Corpor.tion shall establish a Professional Certification Advisory Board 10 create uniform 

guidelines and standards for the professional certification of members of the Armed 
Services to aid in their efficient and orderly transition to civilian occupations and 
professions and to remove potential barriers in the areas of licensure and certification. 

(2) MEMBERSHIP.-The members oftbe Advisory Board shall serve 

without compensation, shall meet in tbe District ofColumbia no les. man quarterly, and 

shall be appointed by the Board ofDirectors as follows: 


(A) PRiVATE SECTOR MEMBERS.-The Corporation shall 
appoint not less than seven members for terms of 2 years to represent private sector 

organizations and BSSO(:intions, including the American Association of Community 

Colleges~ the Society for Hwnan Resource Managers, the Coalition for Professional 

Certification, the Council on Licensure and Enforcement. and the American Legion. 


(B) PUBLIC SECTOR MEMBERS.-The Corporation shall 
invite public sector members to serve at the discretion oftheir departments or agencies 
and shall 

(i) encourage the participation ofthe Under Secretary 

of Defense for Personnel and Readiness; 


(ii) encourage the participation of two officers from 

each branch ofthe Armed Forces to represent tbe Training Commands of their branch; 

and 

(iii) seek the participation and guidance of the Assistant 

SP,r,~Z·-f ' C J."-.~,)i f,,:! V~terans' Empioyment. 


(k) AUTHORIZATION OF APPROPRIATIONS.

(I) IN GENERAL.-Subject to paragraph (2), there are authorized to 

be appropriated to the Corporation to carry out this section

(A) $2,000,000 for fiscal year 2000; 

(B) $4,000,000 for fiscal year 2001; 
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(C) $4,000,000 for fiscal year 2002; and 

(D) $2,000,000 for fiscal year 2003. 

(2) MATCHING REQUIREMENT.

(A) FISCAL YEAR 2001.-The amount made available to the 
Corporation for fiscal year 2001 may not exceed twice the amount that the Corporation 
certifies that it will provide for that fiscal year from sources other than the Federal 
Government. 

(B) SUBSEQUENT FISCAL YEARS.-The amount made. 
available to the Corporation for fiscal year 2002 or 2003 may not exceed the amount that 
the Corporation certifies that it will provide for that fiscal year from sources other than 
the Federal Government 

(3) PRIVATIZATION.-The Corporation shall institute and 
implement a plan to raise private funds and become a self~sustaining corporation. 

§ 34.'" All laws and parts oflaws inconsistent with this Act an: hereby repealed to the \5 USC 631 
extent of such inconsistenc),. note. 

"'Ponn.,. § 2\ _.ignated lIS § 30 by§ 202 of PI.. 96-302, approved July 2,1980 (94 5 .... 833). Section 30 
redesignated as § 31 by § 222(1) ofP,L. 104~121, approved March 29. 1996 (110 Stat. 860}. Section 31 redesignated as 
§ 32 by § 602(bXIj(A) oCP.L 101·131. approv<d Dec, 2, 1997 (11 I Stat. 2629). Settion then redesignated ... § 34 by 
§ 201(b)(l) ofP.L, 106-50, approved August 17, 1999 (113 Stat. 235 ). 
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§ 101 to 
'§ 103 

Thi. compilation includes 
PL 106-50, approved 8117199 

SMALL BUSINESS INVESTMENT ACT OF 1958 

(Public Law 85-699,' as amended) 

Sec. 101.-" SHORTl1TLE 

TIri. Act may be cited as the "Small Business Investment Act'of 1958". 

Sec. 102. STATEMENT OF POLICY 

It is declared to be the policy ofthe Congress and the purpose of this Act to 
improve and stimulate the national economy in general and the sman~business segment 
thereof in particular by establishing a program to stimulate aed supplement the flow of, 
private equity capital aed long-term loan funds which small-business concerns need for 
the sound fioancing of their business operations and fur their growth, expansion, and 
modernization, and which are not available in adequate supply: Provided, however, That 
this policy shall be carried out in such manner as to insure the maximum participation of 
private financing souroes, 

It is the intention of the Congress that the provisions of this Act shall be so 
administered that any fmancial assistance provided hereunder shall not result in a 
substarrtilll increase of unemployment in any area of the country. 

It;! is the intention of the Congress that in the award of financial assistance tmder 
this Act, when practicable, priority be accorded to small business concerns which lease or 
porchase equipment and supplies which are produced in the United States aed that small 
business concerns receiving such assistance be encouraged to continue to Jease or 
purchase such equipment and supplies. 

Sec. 103, DEFINlTlONS. 

As used in this Act . 

'Approved AUg. 21, 1958 (72 Sou, 689). 

IS usc 661. 

Statement of 

policy. 


IS USC 662. 

2The table OfCOiUents formerly found in seetion lOl was removed by § 2(d)(3) ofP.L. !(l6~9. approved April S. 1999 
(113 Smt. 11), 

'This _raph added by! 416 ofPL 102-366, approved Sept. 4. 1992 (106 Stat. 1019), 

, 



§ 103(1)" 
§ 103(S)(Jl)

SMALL BUSINESS INVESTMENT ACT OF 1958 

(1) the term "Administration" means the Small Business 
Administration; 

(2) the term "Administrator" means the Administrator of the Small ,"Admin_." 
Business Administration; 

investment(3t the tenus "smaIl business investment company", "company", and 
company,'""licensee,t mean a company approved by the Administration to operate under the 
"Company,"

provisions of this Act and issued a license as provided in section 301; "Licensee." 

(4)5 the leon "State" includes the several States, the Territories and 
"State,"

possessions ofthe United States, the Commonwealth ofPuerto Rico, and the District of 
Columbia; 

"Smail(5) the term "small-business concern" sball have the same meaning .s 
business'

in the Small Business Act, except' that, for purpose. of this Act- ' concern," 

(A) 'an investment by a venture capital fum, investment 
company (including a small business investment company) employee welfare benefit 
plan or pension plan, or trust, foundation, or endowment that is exempt from Federal' 
income taxation.. 

(i) shall not cause. business concern to be deemed not 
independently owned and operated; 

(ii) shall be disregarded in determining whether a 
business concern satisfies size standards established pursuant to section 3(a)(2) of the 
S~l Business Act; and 

(iii) shall be disregarded in detennining whether a small 
business concern is a smaller enterprise; and 

(8)' in detennining whether a business concern satisfies net 
income standards established pursuant to section 3(0)(2) ofthe Small Business Act, if the 
business concern is not required by law 10 pay Federal income taxes at the enterprise 
level, but is required to pass income through to the shareholders, partners, beneficiaries, 

"Amended by § 2(OofPL 87·341, approved Oct.], 1961 (75 Stat 752). Section 2(a)ofPL 92~!'i95, approved Oct. 21, 1972 
(86 Sial, 13(4), dele1ed "(e)" _"section 301", ' 

$Amern:1ed by § 1 of PL. 86-502, approved June It, 1960 (14 Stat. 196), to reflect admission ofAlaska and Hawaii to the 
Union. 

'Exception lidded by § 208(.)(1) ofP.L. 104-20S, approved Sept. 30, 1996 (110 Stat 3009-739), 

'Subpar'graph 103(5)(8) added by §2(e)(I)(D) ofP.L. 106-9, approved April 5. 1999 (ll3 Stat 17), 

(Rev, 9, Change I) 
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§ 103(S(B)(i) 

SMALL BUSINESS INVESTMENT ACT OF 1958 

or other equitable owners ofthe business concern! the net income of the business concern 
shall be detennined by allowing. deduction in an amount equal to the sum of.

(i) if the business concern is not required by law to pay 
SUlto (and local, ifany) income taXes at the enlelJlrise level, the net income (determined 
without regard to this subparagraph), multiplied by the marginal State income lax rate (or 
by the combined State and local income taX rates, as applicable) that would have applied 
if the business concern were a corporation; ~ 

(Rev. 9, Change I) 
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§ W3(5)(B)(ii) to 
§ W3(9)(B)

SMALL BUSINESS INVESTMENT ACT OF 1958 

(ii) the net income (so detemrined) less any deduction for 
State (and local) income taxes calculated under clause (i), multiplied by the marginal Fedecal 
income tax. rate that would have applied if the business concern were a corporation; 

(6) 	 the term "development companies" means enterprises incorporated "Development 
companie's."under State law with the authority to promote and assist the growth and development of 

small~business concerns in the areas covered by their operations; 

(7) the term "licenseN means a license issued by the Administration as "License," 
provided in section 301;s and 

(8)9 the term "articles" means articles ofincorpotation fOTan incorporated 
body and mea.s the functional equivalent or other similar documents specified by the 
Administrator for other business entities. 

(9)" the term "private capital" 
"Private 
capital.'" 

(Al means the sum of

(il the paid-in capital and paid-in surplus ofa corporate 
licensee, the contributed capital of the partners ofa partnership licensee, or the equity 
investment of the members ofa limited liability company licensee; and 

(ii) unfunded binding commitments, from investors that 
meet criteria established by the Administrator, to contribute capital to the licensee: Provided. 
That such unfimded commitments may be counted as private capital for purposes of approval 
by the Administrator ofany request for leverage, but leverage sball not be ftmded based on 
such commitments; and 

(B) does not include any

'Thill paragraph added by § 2(2) ofPL'S7-341, approved Oct 3, 1961 (75 Stat 752), Section 2(.) DfPL 92-595, approved 0eL 
27,1972 (8Ii Stat. 1314), deleted "(e)" after"=tion 301", 

'Thb _ph added 1>y § lO6(a) ofPL 94-305, approved June 4, 1976 (90 Stat, 663), 

"Paragnlphs (9) and (10) added by §410 DfPL 102-366, approved Sept. 4, 1992 (106 Stat 1017), Panogropb (9) rewriuen1>y § 
208(aX2) ofP.L. 104-208, approved Sept 30, 1996 (110 Stat 3009-739). Text offonner paragraph (9) is reprinted below: 

Notwithstanding any other provision oflaw, the term "private capital" means the private paid-in capital and paid-in 
surplus ofa corporate licensee, or the private partnership capital ofan unincorporated licensee, inclusive of(A) any 
funds invested in the licensee by a public or private pension fwtd, (B) any funds invested in the licensee by State or 
local government entities, to the extent that such invesbnem does not ex~eed 33 percent ofa licensee's total private 
capital a11d otherwise mee1S criteria established by the Administration, and (C) unfuoded commitments from 
institutional investors that meet criteria established by the Administration, but it excludes any funds which are borrowed 
by the li(:ensee from any source or which are obtained or derived. directly or in.di.red:ly, nom any Fedeml source, 
includinn the Administration: Provided, that no unfunded commitment from an institutional investor may be used fur 
the purpose ofmeeting the minimum amOunt ofprivate capital required by this Act or as the basis for the 
Administration to Issue obligations to provide fmancing 

303 




§ 103(9)(B){i) 10 
§ 103(12)(A)

SMALL BUSINESS INVESTMENT ACT OF 1958 

(i) funds borrowed by alieensee from any source; 

(ii) funds obtained through the iss1llll!OO ofleverage; or 

(iii) funds obtained directly or indirectly from any Federal, 
State, or local govenunent, or any government agency or instrumentality, except for

(1)" funds obtained from the business revenues 
(excluding any governmental appropriation) ofany rederally chartered or government, 
sponsored corporation established prior to October I, 1987; 

(11) funds invested by an employee welfare benefit 
plan or pension plan; and 

(111) any qualified nonprivate funds (if the investors 
of the qualified nonprivale funds do not COntrol, directly or indirectly, the management, board 
ofdirectors, genetal partners, or members ofthe licensee); 

·'Leverage. " (10)" the term "leverage" includes

(A) debentures purchased or guaranteed by the Administration; 

(B) participating securities purchased or guaranreed by the 
Administration; and 

(C) 	 preferred securities outstanding as of October 1,1995; 

"Third party(11)13 the term "third party debt" means any iodebredness for borrowed 
debt!' money~ other than indebtedness owed to the Administration; 

(12) the tenn "smaller enterprise" means any small business concern that, "Smaller 
together with its affiliates, enterprise." 

(Al has, 

II Subclauscs l03{9)(B)(lil)(l) and (lI)redesignated as (II) and (111), respectively, and new subclause l03(9)(BXiii)(I) 
added by. 213 ofP,L, 10;-135, appmved Dec, 2,1997 (lIt Stat 2601), 

"P_h 103(10) rewritten by § 2C8(')(3) Gfn. 104-208, approved Sept 10, 1996 (110 SIlIt, 3009,740), rext offurmer 
~ 10 reprinled below: 

me tern'! "leverage" includes debentures purchased Or' guaranteed by the Administration, participating. securities 
purcll:ased ill' guaranteed by the Administration, or preferred securities issued by companies licensed und,,,, ,«I\'on ,'Olrd) ',f1 
Act and whicli have been purchased by the Administration. 

"Paragraphs (l\)tbrough (16) added by § 208(a) o[P,L, 104-208, approved Sept 30, 1996 (110 Stat. 3()()9..740). 
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(i) a net fmandal worth ofnot more !han $6,000,000, as of 
the date on which assistance is provided under this Act to that business concern; and 

(ii)" an average net income for the 2-year period preceding 
the date on which assistance is provided under this Act to that business concern, ofnot more 
than $2,000,000, after Federal income taxes (excluding any carryover losses) except that, for 
parposes of this clause, ifthe business concern is not required by law to pay Federal income 
taxes at the enterprise level, but is required to pass income through to the shareholders, 
partners) bcne:ficiaries, or other equitable owners of the business concern, the net income of 
the business concern shall be determined by allowing a deduction in an amount equal to the 
sum of

(l) if the business concern is not required by law to 
pay State (and local, ifany) income taxes at the enterprise level, the net income (determined 
without regard to this clause), multiplied by the marginal State income tax mte (or by the 
combined State and local income tax rates, as applicable) that would have applied if the 
business concern were a corporation; and 

(II) the det income (so determined) less any 
deduction for State (and local) income taxes calculated under subclause (I), multiplied by the 
marginal Federal income tax rate that would hav~ applied if the business concern were a 
corporation; or 

(B) satisfies the standard·industrial classification size standarda 
establisbod by the Administration for the industry in which the small business concern is 
primarily engaged; ,, 

(13) the term "qualified nonprivate fimds" means any

(Al funds directly or indirectly invested in any applicant or licensee 
on or before August 16, 1982. by any Federal agency, other than the Administration. under a 
provision oflaw explicitly mandating the inclusion ofthose funds in the definition ofthe 
term "private capital"; 

(B1 fimds directly or indirectly invested in any applicant or licensee 
by any Federal agency under a provision of law enacted after September 4, 1992, explicitly 
mandating the inclusion of those fimda in the defrnition oflbe term "private capital"; aod 

(e) funds invested in any applicant or licensee by one or more 
State or local government entities (including any guarantee extended by those en.ities) in an 
aggregate amount that does not exceed 33 percent of the private capital of the applicant or 
licensee; 

(14) the terms "employee welfare benefit plan" and "pension plan" have the 
same meanings as in section 3 of the Employee Retirement Income Security Act of 1974, and 
are intended to inc1ude

I~e exception in da~ to3(12)(AXii) added by § 2(c)(2) ofP.L. 106·9. approved April 9, 1999 (113 Stat In 
305 (Rev, 9). 
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§ 103(14)(A) to 
§ 301(.)

SMALL BUSINESS INVESTMENT ACT OF 1958 

(A) public and private pension or retirement plans subject IG sucb 
Act; and 

(B) similar plans not covered by such Act that have been 
established and that are maintained by the Fedend Government or any State or political 
subdivision, or any agency or instrumentality thereof, for the benefit ofemployees; 

"Member,"
(15) lhe term "member" means, with fespert to • licensee th.t is. limited 

[Ii)ahility company, a holder ofan ownership interest or a person olherw;se admitted to 
membership in the limited liability company; and 

"Limited
(16) the term "limited liability company" means a business entity that is liability

organized and operating in accordance with a State limited liability company statute company." 
approved by the Administration. 

TIlLE 11- SMALL BUSINESS INVESTMENT DIVISION OF THE 

SMALL BUSINESS ADMINISTRATION 


80<.201, 	 ESTABLISHMEh'T OF SMALL BUSINESS INVESTMENT 15 USC 671. 

DIVISION" 

There is hereby established in the Small Business Administration. division to be 
known as the Small Business Investment Division. The Division shaIJ be headed by an 
Associate Administrator who shall be appointed by the Administrator, and shall receive 
compensation at the rate provided by Jaw for other Associate Administrators of the SmaU 
Business Administration. . 

TITLE 111-- SMALL BUSINESS INVESTMENT COMPANIES 

Sec. 301. 	 ORGANIZATION OF SMALL BUSINESS INVESTMENT 15 USC 681. 
COMPANIES 

(a) A small business investment company shall be an incorporated body, a limited 
liability company," or a limited paI1nership" organized and cbartered or otherwise existing" 
under State law solely for lhe purpose of performing the fimctions and conducting the 
activities contemplated under 1his tide, whlch) ifincorporated, has succession for a period of 

"Amended by § 2 ofPL 89·779. approved Nov, 6, 1966 (SO Stat. 1359), to proVide that the Division be headed by an Associate 
Adm inistratof in lieu ofa Deputy Administrator; to delete the provisions stating that the powers ofthe Administrator under the 
Act be exetcised through the Small Business Investment Division; and to transfer the administrative and penal provisions to a 
new "".308(1). 

"Refetell"'''' limited ijabilityeompany added by § 208(bXI) ofP.L. 104-208, approved Sept. 30, 1996 (IIOStaI. 3{)'09-741) 

''The pIlmse"or a limited partnership" rulded by § I06{b)(I) ofPL 94-305, "PPmved Iwte 4, 1976 (90 Stal 663). 
\ 

liThe phrase "or otherwise existing" added by § 106(b)(2),qrPL 94-305, approved Jtme4.1916 (90 Stat 663)., 
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not less than thirty years unless sooner dissolved by its shareholders, and ifa limited 
partnership, has succession for a period ofnot less than ten years,19 and possesses the powers 
reason'ably necessary to perform such functions and conduct such activities. The area in 
which the company is to conduct its operations, and the est!blishment of branch offices or 
agencies (if authorized by the articles"), shall be subject to the approval of the 
Administration.21 

(b) The articles" of any small business investment company shall specifY in 
general terms the objects for which the company is formed, the name assumed by such 
company, the area or areas in which its operations are to be carried on, the place wbere its 
principal office is to be located, and the amount and classes ofits shares of capital stock. 
Such articles may contain any other provisions not inconsistent with this Act that the 
company may see fit to adopt for the regulation of its business and the conduct of its affairs. 
Such articles and any amendments thereto adopted from time to time shall be subject to the 
approval of th" Administration. . 

(of' ISSUANCE OF LICENSE. Issuance of 
license. 

(1) SUBMISSION OF APPLICA TION.-Each applicant for a license to 
operate as a s01all business investment company under this Act shall submit to the 
Administrator an application, in a form and including such documentation as may be 
prescribed by the Administrator. 

(2) PROCEDURES.

(A) STATUS.-Not later than 90 days after the initial receipt by the 
Administrator of an application under this subsec:tion~ the Administrator shall provide the 

19wOr partners" added by § I06{bX3)ofPL 94~305> approved June 4. 1976 (90 Stat. 663). The clause "has succession fora 
period ofnot less than thirty years Wlless :;ooner dissot',ed by its shareholders or partners" changed to current language by § 105 
ofPL 100·590, 'ppmv,d Nov. 3, 1988 (102 Stat. 2993). . . 

l&ne phrnse"ofinoorporation" deleted by § 106(b)(4} of.PL 94·305, approved JWle 4, 1976 (90 Stat 663). 

"Sec. 301(a) I'OwriUm by § 11(.) ofPL87·l41, approved Oct. 3. 1961 (75 Slat. 756); 

llThe phrase "of incorpornrion" deleted wherever it appeared in 1hls subsection per § I 06(c) ofPL 94-305, approved June 4. 
1976(90 Stat. 603). 

'llSubsection 301{c) rewritten by § 208(b)(2) ofP.L. Hl4-208. approved Sept. 30, 1996 (I 10 Stat. 3009--74"1). Text offormer 
subsection 301(c) is reprinted below: 

The articles and amendments thereto shall be fmwa.rded to the Administration for consideration and approval or 
disappw;aJ. In determining whether to approve such a company's .articles and permit it to operate underthe provisions 
ofthis Act. the Administration shall give due regard.. among Gthu things, to the need andavailabi)ity for the fmandng 
ofsmall business concerns in the geographic area in which the proposed rompany is to commence business, the genera) 
business reputation and character ofthe proposed owners and management ofthe company, and the probability of 
~ful operations ofsuch company in(:luding adequate profitability and fmanciai soundness. After consideration of 
aU relevant factors. if it approves the company's articles, the Administration may in its discretion approve the company 
to oper.U~ under the provisions of this Act and issue the company a license for such opermioo. . 
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§ 301(c)(2)(B) 10 
§ 3<l1(c)(4){A)(i)SMALL BUSINESS INVESTMENT ACT OF 1958 

applicant with • written report detailing the status of the application and any requirements 
remaining for completion ofthe application. 

(8) APPROVAL OR DISAPPROV AL.-Within a reasonable time 
after receiving a completed application submitted in accordance with this subsection and in 
accordance with such requirements as the Administrator may prescribe by regulation, the 
Administrator shall

(i) approve the application and issue a license for such 
operation to the applicant ifthe requirements ofthis section are satisfied; or 

(ii) disapprove the application and notifY the applicant in 
writing of the disapproval. 

(3) MATTERS CONSlDERED.-In reviewing and processing any 
application under this subsection, the AdminiStrator

(A) shall delermine whether

(i) the applicant meets the requirements of subsections (aJ 
and (c) ofsection 302; and 

(ii) the management of the applicant is qualified and has the 
knowledge, experience, and capability necessary to comply with this Act; 

. (B) shall take into consideration

(i) the need for and availability of fmoocing for small 
business concerns in the geographic area in which the applicant is to commence business; 

(ii) the general business reputation "fthe owners and 
management of the applicant; and 

(iii) the probability of successful operations of the applicant, 
including adequate probability (profitability] and financial soundness; and 

(C) shall not take into consideration any projected shortage or 
unavailability of leverage. 

(4) EXCEPTION.

(A) IN GENERAL.-Notwithstanding any other provision ofthis 
Act, the Adminisrralor may, in the discretion of the Administrator and based on a showing of 
special circumstances and good cause) approve an application and issue a license under this 
subsection with respect to any applicant that

(i) bas private capital ofnot less than $3,000,000; 
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(ii) would otherwise be issued a license under this 
subsection, except that the applicant does not satisfY the requirements of section 302(3); and 

(iii) has a viable business plan reasonably projecting 
profitable operations and a reasonable timetable for achieving a level ofprivate capital that 
satisfies the r"quirements of seclion 302(.). 

(B)" LEVERAGE· An applicant licensed pW'Suanl to the exception 
provided in this paragraph shall not be eligible to receive leverage as a licensee until the 
applicant satisfies the requirements of seetion 302( a), unless the applicant

(i) files an application for a license not laler than 180 days 
after the date ofenactment of the Small Business Reauthorization Act of 1997; 

(ii) is located in a State that is not served by a licensee; and 

(iii) agrees to be limited to I tier of leverage available under 
section 302(b), until the applicant meets the requirements ofsection 302(a). 

(d)" . [Repcaled]. 

Licensing(e)" FEES-
reos. 

(I) IN GEt-fERAL ··The Administration may preseribe fees to be paid by 
each applicant for a license to operate as a small business investment company under this 
ACL 

(2) USE OF AMOUNTS· Fees collected under this subsection-

;:t Subparagraph :~Ol{cX4)(B) rewritten by § 212 ofP.L, 105~t3S. approved Dee. 2, 1997 {U 1 Stat. 2601). Text of former 
subparagraph ,3 0 I (cX4 )(B) is reprinted below: " 

LEVERAGE.-An applicant Jicensed pursuant to the exception provided in this paragraph shan not be eligible to 
receive leverage as a licensee until the applk:ant satisfies the requirements ofsection 302{a). 

"Subsection 301(d) repealed by § 208(b)(3)(A)ofPJ... 104-208, approved Sept 30, 19% (IlQ Stat. 3009-142~ Se<:tion 
2D8{bX3)(8) provides that: "'(tJhe repeal under subparagraph (A) shall not be construed to require the Administratorto cancel, 
revoke, withdraw. or modify any ikmse issued WIder section 30 1 (d) ofthe Small Business Investment Aa ofl9S8: before the 
date ofenacunenl of this Act". Text ofrepealed provision is reprinted below: 

Notwiths:anding any other provision nfthis Act,. a small business investment company. the investment poliey of which 
is that itt. investments will be made solely in small business concerns which will contributl! tQ a well~balanced national 
economy by facilitating ownership in such concerns by persons whose participation in the free enterprise system is 
hampered because ofsocial or eoonomic disadvantages may be organiZed and chartered under State business or 
nonprofIt corporation statutes, or formed as a Jimited partnership and may be licensed by the Administration to operaie 
under the provisions oftrus Act. 

UNew subsection 301(e) added by § 214 ofP,L, 105-135, approved Dec. 2, 1997 (III Stat 26(1). 
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(A) shall be deposited in the account for salaries and expenses of 
the Administration; and 

(8) are authorized to be appropriated solely to cover the costs of 
licensing examinations. 

Sec. 302. CAPITAL REQUIREMENTS" IS USC 682. 

(a) 	 AMOUNT.- . Capital 
requirements 
for sales.(I) IN GENERAL.-Except as provided in paragraph (2), the private 

capital of each licensee shall be oot less thso

(A) $5,000,000; or 

(8) $10,000,000, with respect to each licensee authorized or 
seeking authority to issue participaring securities to be purchased or guaranteed by the 
Administration under thls Act. 

(2) EXCEPTION.-The Adnrinistratormay, in the discretion of the 
Administration and based on a showing of special circumstances and good cause,. pennit the 
private ca.pital of a licensee authorized or seeking authorization to issue participating 
securities to be purchased or guaranteed by the Administration to be less thso $10,000,000, 
but not less than $5,000,000, if the Administrator detemrines that such action would not 
create or otherwise contribute to' an WtreaSOnable risk of default or loss to the Federal 
Government. 

(3) ADEQUACY.-ID addition to the requirements ofparsgraph (I), the 
Administrator shall

(A) determine whether the private capital ofeach licensee is 
edequate to assure a reasonable prospect thaI the licensee will be operated soundly and 
profitably, and managed actively and prudently in accordance with its articles; and 

(8) determine that the licensee will be able," hofu prior to 
licensing and prior to approving any request for financing, to make periodic payments on any 

1'Headingamended by § 203(b) ofPL 9()'104, approved Oct 11, 1967 (&1 S~l269). 

uSub$ec:tion 302(a)rewrit!ea 10 th~ point by § 208(cXI) efP.L. 104-208. 'PProved Sept. 30, 1996 (llO Stat. 3009-742). Text 
offonner subsection 302(a) is reprinted beloW: 

The combined private paid~in capital and paid-in swplus ofany company licensed pur$uantto sectlOll$ 301(,) and (d) 
,ofthis Act shall not be less than $150,000: Provide!!, however, That the combined private paid-1naspitaJ and paid-in 
surplus ofany company licensed on or after October I, 1992 PUI"Suant to sections 30 I(c) of this title shall be not less 
than $21500,000 and pursuant to section 301(d} ofthis title shall be not less than $1,500,000. In all cases, sua\ ,",pil 
and sU1plus shall be adequate to assure a reasonable prospect that the company will be operated soundly and 
and managed actively and prudently in accordance with its anicles. The Administration shall abo del"nniLne Ihe ,.,",ily 
ofthe companY.r.] 

310 	 (Rev. 9) 



§ 302(.)(4) to 
§ 302(1))

SMALL BUSINESS INVESTMENT ACT OF 1958 

debt of the company which is interest bearing and shall take into consideration the income 
which the company anticipates on its contemplated inVes1Jnents, the experience ofthe 
company's owners and managers, the history ofthe company as an entity, if any, and the 
company's financial resources.» 

(4)" EXEMPTION FROM CAPITAL REQUIREMENTS.-The . Exempticn 
Administrator may I in the discretion of the Administrator. approve leverage for any licensee from capital 
licensed under subsection ( c) or (d) of section 30I before the date of enactment of the Small n:quiremenlA. 
Business Program Improvement Act of 1996 that does not meet the capital requirements of 
paragraph (I), if· . 

(A) the licensee certifies in writing that not less [thanJ50 percent of 
the aggregate dollar amount of its financings after the date ofenactment ofthe Small 
Business Program Improvement Act of 19% will be provided to smaller enterprises; and 

. (H) the Administrator determines that such action would not create 
or otherwise contribute to an unreasonable risk ofdefault or loss to the United States 
Government. 

(b) Notwithstanding the provisions ofsection 6(a)( I) of the Bank Holding Bank 
Company Act of 1956," any national hank, or any member hank of the Federal Reserve participation. 

System or nonmember insured hank to the extent pennitted under applicable State la~, may 
invest in any 1 or more small business investment companies. or in any entity established to 
invest solely in small business investment companies. except that in no event shall the total 
amount ofsuch investments ofany such bank exceed 5 percent ofthe capital and surplus of 
the bank. 

19Subsettion 301{a)substandally rewritten two times - Mt by § 203(a) ofPL 9()..104, approved Oct. 11,.1967 (81 Stat. 269). to 
transfer SBle authority to seU subordinated debentures to SBA to sec, 303(b); second by § lOS ofPL 95-507, approved Oct. 24, 
1973 (92: Stat 1757), to raise the minimum start-up capital to $500,000 for SBtes: licensed on or after Oct. I, 1979, 'The last 
sentence was added by § 406(a) ofPL 102-366. approved Sept 4, 1992 (106 Stat. 1015).,: 

'"ParagJaph 302(0)(4) add,d by § 208(c)(2)ofP.L 104-i08, approved Sopt. 30, 1996(110 Stal3009-743). 

'IReferenceto the Bank Holdin& Company Actooded by § 5 ofPL 86-502, ,approved June II, 1%fJ (74 Stat 196),10 allow a 
bank subsidiary of a holding company to invest in an SBIC subsidiary ofthe same holding company. Section 6 ofthe Bank 
Holding Company ACtwas~d by § 9 ofPL 89-485, approved Iwy 1, t966 (80 Stat 240). Seclion 6(0)(1) was f""""ly t2 
USC t845(aXl); Stt now 12 USC 37k The maximum amount ofshares a bank may hold in SBles. fonrierly set at2 percent of 
capital and surplu, by § 3(b) ofPL 81-341, approved Oct. 3, 1961 (75 S1lIL 152) and .. 5 paceD! but not to exceed 49 percent of 
any class ofvotingshares by §2{)4 ofPL 9O~104, approved Oct 11, 1967 (81 Stat 270), is now limited only by the 5 percent 
provision under § 107 ofPL 94-305, approved June 4, 1976 (90 Stat 663). The word ~and" was inserted between the W{)Ws 
"capital" and "'wplus" by §2tOofPL 95·89, approved Aug. 4, 1971 (91 Slat 553). 

Subsection 302(b) was rewritten by § 215(a)ofP.L. 105-135, approved Dec. 2.1997 (t11 Stat 2601). TextoffOf'tTtef 
subse<:tion 302(b) is reprinted below: 

shares ofstock in small business investment companies shall be eligible for purchase by national banks. and shall be 
eligibk for purcltase by other member banks (lfthe Federal Reserve SYStem and nQnmember insured hanks to the 
extent permitted under applicable State Jaw; except that in no event may any such bank acquire shares in any small 
business investment company it upon the making of that acquisition, the aggregate amount of shares in srrutll 
business investment companies then held by the hank would exceed S percent of irs capital and surplus. 
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(c)" DIVERSIFICATION OF OWNERSHIP.-The Administrator shall ensure that 
the management ofeach licensee licensed after the date of enactment of the Small Business 
Program Improvement Act of 1996 is sufficiently diversified fro~ and unaffiliated with the 
ownership of the licensee in a manner that ensures independence and objectivity in the 
financial management and oversight of the investments and operations of the licensee. 

15 USC 683.Sec. 303. BORROWING POWER 

(a) Each small business investment company sb,all have authority to borrow Borrowing 
money and to issue its securities33 

, promissory notes, or other obligations under such general power. 

conditions and subject to such limitations and regulations as the Administration may 
prescribe. 

Debentures and 
(b)34 To encourage the formation and growth of small business investment participating 

securities, SBAcompanies the Administration is authorizedlS when authorized in appropriation Acts. to 
guarantee.purchase, or to guarantee the timely payment of all principal and interest as scheduled on, 

debentures or participating securities36 issued by such companies. Such purcbases or 
guarantees may be made by the Administration on such tenns and conditions as it deems 
appropriate, pursuant to regulations issued by the Administration. The full faith and credit of 
the United States is pledged to the payment of all amounts which may be required to be paid 
under any guarantee under this subsection.37 .Debentures purcbased or· guaranteed by the 
Administration under this subsection shall be subordinate to any·other debenture bonds, 
promissory notes, or other debts and obligations of such companies, unless the 
Administration in its exercise of reasonable investment prudence and in considering the 

J2Subsecti<?n 302(c) rewritten by § 208(c)(3) ofP.L 104-208, approved Sept 30, 1996 (110 Stat. 3009-743). Text offorrner 
subsection 3.D2(c) is reprinted below: 

The aggregate amount ofshares in any such company ~r companies which may be owned or controlled by.any 
stockholder, or by any group or class of stockholders, may be limited by the Administration. 

lJThe term "securities" substituted for "debenture bonds" by § 208(hXIXAXi) ofP.L. 104-208, approved Sept. 3D, 1996 (110 
Stal3009-746). 

34Section 205 ofPL 90-104, approved Oct. II. 1967 (81 Stat 270), substantially recast the authority ofSBA to purchase the 
debentures of SBICs and incorporated within this sec. 303(b) the debenture purchasing authority formerly set out in sec. 302(a). 
As amended, sec. 303(b) increases the capacity ofSBICs to borrow from SBA and provides an even greater borrowing capacity 
for equity-oriented SBles. Section 10 ofPL 92-213, approved Dec. 22, 1971 (85 Stat. 776), amended this sec. 303(b) debenture 
purchase authority ofSBA by adding the authority to guarantee the timely payment of principal and interest on such debentures 
but requiring that the authority to purcnase or guanmtee be exercisable only when spec:ia1ly authorized in appropriation Acts; and 
by expressly pledging the full faith and credit ofthe United States to the payment of such ~tees. 

lSThe phrase "(but only to the extent that the necessary funds are not available to said company from private sources on 
reasonable tenns)" removed by § 208(dXI) ofP.L. 104-208, approved Sept. 30, 1996 (110 Stat 3009-743). 

l6phnlse "or· participating securities" added by § 402(1) ofP.L. 102-366, approved Sept. 4, J992 (106 Stat. 1008). 

J7The ''timely payment" and "full faith and credit" features and the word "guarantee" after the word ''purchase'' and all variations 
thereon throughout subsection (b) added by § 10 ofPL 92-213, approved Dec. 22,1971 (85 Stat 775). 
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Hnandal soundness ofsuch company detennines otherwise. Such debentures may be issued 
for a tenn of not to exceed fifteen years and shall bear interest at a rate not less tha!i a rate 
determined by the Secretary of the Treasury taking into consideration the cUlTent average 
market yield on outstanding marketable obligations of the United States with remaining 
periods to maturity comparable to the average maturities on such debentures, adjusted to the 
nearest one-eighth of I percen~" plus an additional charge of I percent per annum which 
shall be paid to and retained by the Administration. The debentures or participating 
securities shall also contain such other terms as the Administration may fix, and shall be 
subject to the following resttictions and limitations: 

(1)·· ''The total amount of debentures and participating securities that may 
be guaranteed by the Administration and outstanding from a company licensed under section 
30I (c) of this Act shall not exceed 300 per centum ofthe private capital ofsuch company: 
Provided, Tbat nothing in this paragraph shall require any such company that on March 31, 
1993, has outstanding debentures in excess onoo per centum ofits private capital to repay 
such excess: And provided further, That any such company may apply for an additional 
debenture guarantee or participating security guarantee with the proceeds to be used solely to 
pay the amount due on such maturing debenture, but the maturity of the new debenture or 
security shall be not later than September 30, 2002. 

(2) After March 31, 1993, the maximwn amount of outstanding leverage Mrudmum 
made availabl<: to a company licensed under section 301(cJ of this Act shall be determined by outstanding 

leverage.the amount of such company's private capital-.. 

,IThe last part of this sentence WM clwnged from "1 pet centum, plus such additional charge. ifany, toward covering other costs 
ofthe program as the Adminismonmay determine to be consistent with its purposes" by § 208{c)(6XA)ofP.L. 104..208. 
~ Sept. 30, t996 (110 Stat. 3009-144). 

''Panlgrnpb,303(b)(I)- (3) were «Written by § 402(2) ofPL 102-366. approved Sept 4, 1992 (106 8tall(00). rext offonn ... 
pamgrnph'(I)-(J) follows: 

(1) The total amount ofdebenfllJ'ts purchased or guaranteed and outstanding <n any one time from a company 
which dues not qualitY under the tcrms ofparagrnph (2) oftbis subsection> shall not e:weed 300 percent oftbe 
combined private paicJ..in capital and paid-in surplus ofsuch company, In no event shall the debentures guaranteed and 
outstanding under this title. ofany such company or companies which are commonly controlled as detennined by the 
Administration exceed S35,000,000. 

(2) The total amooot ofdebmtures which may be purebased or guaranteed and outstanding anyone time from a 
I.XImpany not complying with section 301(d)ufthis Act, which has investments or legairommitments of6S per centwn 
or more of its total funds available for investment io small business cooeems invested or committed in ventw'C capital. 
and which has CQmbintd private paid-in capital and paid-in surplus ofS500,OOO or more shall not exceed 400 per 
centum (If its combined private paid-in capital and paid-in surplus. In no event shall the debentures. ofany such 
campan)' purchased or guaranteed and outstanding under this paragraph exceed $15,000,000. Such additional 
purchases or guarantees whicb the :'Administ:ratKm makes under this paragraph shall contain conditions to insure 
appropriate maintenance by the oompany receiving $Uth assistance oftbe described ratio during 1he period in which 
debentures: under this- paragraph are OUistanding. 

(3) Outstanding amounts of finaru;ial assistance provided to a company by the Administration prior to the 
effective date ofthe Small Business [nvestment Act Amendments of 1967 shall be deducted from the maximum 
amount ofdebentures which the- Administration would otherwise be authorized to purchase Or guarantee undf:r this 
subsection, 
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(A) ifthe company has private """,tal ofnot more than 
$15,000,000, the total amoWlt ofleverage shall not exceed 300 per centum ofprivate capital; 

(B) if the company has private """,tal ofmore than $15,000,000 
but not more than $30,000,000, the total amount ofleverage sltall not exceed $45,000,000 
plus 200 percenlum ofthe amount ofprivate capital over SI5,000,000; and 

(C) if the company has private """ital ofmore than $30,000,000, 
the IOta! amount ofleverage sltall not exceed $75,000,000 plus 100 per centum ofthe amount 
ofprivate """ital over $30,000,000 but not to exceed an additional $15,000,000. 

(D)" (i) The dollar amounts in subparagrapbs(A), (B), and (C) 
sltall be adjusted annually to reflect increases in the Consumer Price Index established by the 
Bureau of Labor Statistics of the Department of Laber. 

(ii) The initial adjustments made under this subparagraph 
after the date ofenactment "fthe Small Business Reauthorization Act of 1997 shall reflect 
only. increases from March 31,1993. 

(3) Subject to the foregoing dollar and percentage limits, a company 
licensed under section 301 (c) ofthis Act may issue and have outstanding both guaranteed 
debentures and participating securities: Provided, That the total amount ofparticipating 
securities outstanding shall not exceed 200 per centum ofprivate c"Pita!. 

Maximum 
aggregate(4)41 MAXIMUM AGGREGATE AMOUNT OF LEVERAGE- amount of 
leverage.

(A) IN GENERAL - Except as provided in subparagraph (B), the 
aggregate amount ofoutstanding leverage issued to any company or companies that are 
commonly controlled (as detennined by the Administrator) may not exceed $90,00,000, as 
adjusted annually for increases in the Consumer Price Index. 

(B) EXCEPTIONS· The Administrator may. on a case-by-case 
basis-

(i) approve an amouot of leverage that exceeds the arnouot 
desurlbed in subparngraph (A) for companies uader common control; and ' 

"Subyarall1llPh 303(b)(2)(D) added by § 215(b)(I)(A) o!Pl. 105-135, approved De<:. 2. 1997 (111 StaL 2602) . 

., Paragraph 303(b)(4) rewritten by §2IS(b)(I)(B) ofP.L. 105-135, approved Dec. 2, 1997 (Ill Stat 26(2). Text offonner 
p8!1lgraph 301(b)(4) j, reprinted below; 

In no event shall the aggregate: amount of outstanding leverage ofany such company or companies which are 
commonly controlled as determined by the Administration exceed $90,000,000. unless the Administration 
determines on a case by case basis to pennit a higher amount for companies under common control and 
such additional tenus and conditions as it determines appropriate to minimize the risk of loss to the AdJJ,ini:'tral:i" 
in the event ofdefault 

314 (Rev. 9) 



§ 303(1))(4)(B)(0) to 
§ 303«)

SMALL BUSINESS INVESTMENT ACT OF 1958 

(ii) impose such additional tenns and conditions as the 
Administrator determines to be appropriate to minimize the risk ofloss to the Administration 
in the event of default. 

(C) APPLICABILITY OF OTHER PROVISIONS - Any leverage 
that is issued to a company or companies commoruy controlled in an amount that exceeds 
$90,000,000, whether as a result ofan increase in the Consumer Price Index or a decision of 
the Administrator, is subject to subsection (d), 

For purposes of this subsection, the term "venture capital" includes such common stock. 	 "Venture 
capital."preferred stock., or other financing with subordination or nonamortization cbaracteristics as 

the Administration determines to be subsumtially similar to equity financing," 

Thod PI'r1Y(c)"THIRD PARTY OEBr,-The Administrator- debt. 

4The unnwnbered paragraph following subsection 303{b), defining "venturn capital," related to f<ru.rth-tier leverage fOr the 
SSBIC program, which has been re.,ealed. ' 

"Sub"",""" 303(c)rewritt<n by § 2()S(d)(2) ofP,L 10'"tI08, approved Sept. 30, 1996 (llO _ 3009-743). Textofform" 
subsection 303(c) is reprinted below.: 

Subject to the following conditions, the Administration is aut:hori.zed to pun:hasc .securities. and to purchase, or to 
guarantee the timely payment ofall principal and interest payments as. scheduled, on dcbentuJes issued by small 
business investment companies operating under authority ofsection 30 1 (d) ofthis Act The fun faith and credit of the 
United Stmes is pledged to the payment ofatl amounts which may be required to be paid under any guarantee under 
this subsection, As IlSed in this subsection, the tenn "se.::urities" means shares cfnonvoting stock (If other CQl']')Of'ate 
securities or limited partnership in~sts. which have similar cbarncteristics. 

0) The Administration may purchase such securities: Provided. That

(A) dividends are preferred and cumulative to the extent of3 per centum of par value per 
annum; 

(B) on liquidation or redemption the Administration is entitled to the preferred payment ofthe 
par value of such securities; and prior to any distribution (other than to the Administration) the 
Adminislration shall be paid any amounts as may be due pursuant to subpaoagrnpb (i) ofthis 
paragrnph; . 

(C) the purchase price shall be at par value and. in anyone sale. $50,000 or more; and 

(D) the wnount ofsuch securities purchased and outstanding at anyone time shall not exceed

(i) from a company licensed on or before October 13, 1971,200 percentwn of the 
combined private paid-in capital ~d paid-in surptus of such company, or 

(ii) from any such company licensed after October n, 1971, and having a combined 
paid-in capital and paid-in surplus "ness than S500,000, 100 per centum ofsuch capital and 
surplus; or 

(iii) from any such company licensed after October 13, 1971, and having a combined 
private paid-in capital and paid~in surplus of$500,OOO or more, 200 per centum of such 
capital and surplus. 
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(E) The amoimi ofsuch :securities ~ased by the Administration in excess of 100 
ofsuch capital and surplus nom any company described in -clause (i) or (iii) may not exceed. an 
amount equal tQ the aIJ\{xwt Qfits funds invested in or legally committed to be invested in equity 
securities.. For the pwpos.es ofthe subsection, the tenn "equity s.ccwiries" uieans stoCk ofany class 
(including prefmed stock) or limited partnership interests. or shares in a syndicate, business trust. 

, joint stock company or association. mutual corporation, cooperative OJ" other joint ventures for profn, 
or u.nsecurcd debt in~ which are ~bordinated by their terms to all other borrowings of the 
issuer, 

(2) The Administration may purcbase or guarantee debentures subordinated pursuant to subsection (b) of 
tb~ section (oth.,. _ securities purchased under pamgrapb (I) of~_on (e»; Provided, Thal

(A) such deben..... are issue<! for • ..,.. of I)Qt to exceed fifteon yean; 

(8) the interm rate is determined pursuant tQ tbi$ section or s,ection 317; and 

(C) the amount ofdebentures purchased or guaranteed and outstanding at anyone time pursuant 
to this paragraph (2) from a. company having CQfnbined private paid¥ID capital.and paid-in su.rp(us of 
less than $500,000 shall not exceed 300 per<:entwn of its eombined private paid-in capital and 
paid-in surplus less the amount ofpreferred secwities outstanding under paragraph (1) of this 
subsection, nor from a company having combined private paid-in capital and paid-in surplus of 
$500,000 or mo~, 400 per centum of its combined private paid·in capital and paid.in surplus less the 
amount ofsuch preferred securities. 

(3) Debentures purcltased and outstanding p~uant to section 303(b) of this section may be retired 
simultaneously with the issuance of preferred securities to meet the requirements of subparagraph (2Xc) 
this subsection (c). 

(4) The Administration may require, as a condition oithe purchase or guarantee of any securities in 
excessof300 per centum of the combined private paid~in capital and paid·in surplus ofa company, that the 
company maintain a percentage of its total funds available for investment in small business concerns invested 
or legally committed in venture capital (as defmed in subsection (b) of this section) determined by the 
Administration to be reasonable and appropriate. 

(5) Notwithstanding the foregoing. provisions ofthis substction, securities purchased by the 
Administration on or afterthe effective date of this Act (A) shalt provide that dividends shall be preferred and 
cumulative to the extent of4 per centum ofpar value per annum and (B) shall include a provision requiring 
the issuer to redeem weh securities, including any accrued and unpaid dividends. in 15 years from the date of 
issuance: Provid¢. That the Administration may, in its discretion, guarantee deben1Ures in such amounts as 
will permit the simult.aneous redemption ofsueh securities. including sucb amounts as it deems appropriate 10 
incrude aU or any part of accrued and unpaid dividends: Provided further. lbat the Admio.istntticm shall not 
pay any part of the interest on such debentures except pursuant to its guarantee in the event of default in 
payment by the issuer, 

(6) l.o no event shall the Administration purchase or guarantee debentures or securities under the 
provisions of this title if the amount of outstanding securities and debentures of a company operating under the 
8.U1hority of section 301(d} would exceed 400 per centum of its combined private paid-in capital and pald~in 
surplus or $35,000,000. wbkb ever is less except as provided in paragn1ph (1)~ 

(7) The Administration may guarantee debentures or may guarantee !he payment ~:;:~~::
and prioritized payments on participating. serurities under subseetion (g) from a company 
section 301(<1) ofthis Act in amounts abo\le $35.000,000 but not to exceed the maximum 
section 303(b) subject to lb. following; 
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. (I) shall not permit a licensee having outstanding leverage to incur third 

party debt that would create or contribute to an wtreaSO!1Ilble risk ofdefault or loss to the 

Federal Government; and 


(2) shall pennit sucb licensees to incur third party debt only on such tenns 

and subject to such canditions as may be established by the Administrator, by regulation or 

otherwise. 


(d)" REQUIRED CERTIFICATIONS- Smaller 
enterprise 
financing.

(l) IN GENERAL - The Administrator shall require each licensee, as a 

condition ofapproval of an applieation for leverage, to certifY in writing

(A) for licensees with leverage less than or equal to $90,000,000, 

that not less than 20 percent of the licensee', aggregate dollar amount offinancings will be 

provided to smaller entetprises; and 


(B) for licensees with leverage in excess of $90,000,000, that, in 
. addition to satisfYing the requirements of subparagraph (A), 100 percent of the licensee', 
aggregate dollar amount of financing' made in whole or in pert with leverage in excess of 
$90,000,000 "ill be provided to smaller entetprises (as deftnad in section 103(12». 

(2) MULTIPLE LICENSEES - Multiple licensees under common control 

(as determined by the Administrator) shall be considered to be • single licensee for putposes 


(A) The interest tate on debentures and the rate ofprioritized payments on participating 
securities shall be specified in subsoc::tion 303(gX2) without any re4uctions, 

(B) Any outstanding assistance underpamgcaphs (I) to (6) of this subsection shall be subt.racted 
from such company's eligibility WJ.der section 303(h)(2XA). 

, 
~Subsecti0ll30J(d) "writt,n by § 2Gll(dJO)ofP.L. 104-2G8, ~ Sept. 30,1996 (110 Strt, 3009-143), T.xt offonn« 
subsection 303(d) is reprinted below: 

lfthe Administration gtlatafltees debentu.rts issued by a small business investment company operating under authority 
ofsection 301(d) of this Act, it sball make, on behalfofthe company payments in such amounts as will reduce the 
effective rate of interest to be paid by the company during the ftnt five years of the tenn of such debentures to a flUe of 
interest 3 poin~ below the rnaricet rate of interest detennined pursuant to section 321. Sum payments shall be made by 
the Administratioo 10 the holder of the debenture, its agents or assigns, or to the appropriate central registration agent. if 
any. The authority to reduce interest rates as provided in this subsection shall be limited to amounts provided in 
adv~ in appropriations Aets, and the: total amount shall be reserved within the business loan and investment fund to 
pay an amount equal to the amountoftbe reduction as it becomes due. 

Subsection 303(<1) was rewrimn again by P1S(1)X2) ofP.L. 105-135, apjlroved De<;. 2, 19\11 (lll Stat, 2602). Textoffonner 
subsection JOJ(d) is reprinted below: 

REQUIREMENT TO FINANCE SMALLER ENTERPRISES,·The Administrator shalt require each licensee. as a 
condition ofapproval of an application for leverage. to certifY in writing that not less than 20 percent ofthe 
a~gate doilar amount ofthe fman<:ings of the licensee wit! be provided to smaller enterprises. 
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ofdetennining both the applicability of and compliance with the investment percentage 
requirements of this subsection. 

(e)" CAPITAL IMPAIRMENT,·Before approving any application for leverage 	 CapilaJ 
impairmentsubmitted bY a licensee under this Act, the Administrator· 

(I) sball determine that the private capital of the licensee meets the 
requirements ofsection 302(0); and 

(2) shall determine, taking into account the nature of the assets of the 
licensee, the amount and terms of any third party debt owed bY sucb licensee, and any other 
factors determined to be relevant bY the Administrator, that the private capital of the licensee 
has not been impaired to such an extent that the issuance ofadditional leverage would create 
or otherwise contribute to an unreasonable risk ofdelimit or loss to the Federal Government 

Redemption or (I)" REDEMPTION OR REPURCHASE OF PREFERRED STOCK.· 
repurchase of

Notwithstanding any other provision of law- preferred stock. 

"Subse<tion 303(e)rewri_ by § 2QS(cX4XA)ofP,L, 104-208, approved Sept. 30,1996 (110 Slat 3009-744), Section 
20S(c)( 4)(B) J"'OVkl= ' 

(8) REGULATIONS,

(i) UNlFOR.\1 APPLICABIT..rrv.~Any regulation issued by the Administtation to implement 
303(e) ofthe Small Business Investtnent Act of 1958 that applies to any I~ with outstanding leventge obtained before the 

. effective date ofthat regulation, shall apply Wlifonnly to alilkensees. with outstand1ng leverage obtained before that effective 
date, 

(il) DEFINl1l0NS,-Forpurposes oflhis subparagraph, !be Iml!S "Administmion", "lev"",,," and 
"licensee" have the same meanings as in section H)) of the Small Business investment Ad of 1958, 

Text of former subsection 303(e) is reprinttd~loW! 

In determining the private capital of a small business inves1ment company licensed under section 30 J(d) and 
notwithstanding section 103(9), Federal, State, or local government funds received from!iQUfCeS otberthan the Administrntion 
shal1 be included solely for regulatory purposes., and not for the pmpose of obtaining financial assistance from or licensing by the 
Administration, providing such funds were invested [prior] to November 21, 1989: Fmvided That such companies may include 
in private capital for any purpose funds indirectly obtained from State or local governments. As used in this subsection, the tenn 
"capital indi.rectJy obtained" includes income generated by a State:finan.eing authority 01" sitnilat State instituticn or agency or 
from the investment ofState or local money or amounts originally provided to nonprofit institutions or corporations which such 
institutions or corporations, in their discretion, determine to invest in a company I.ic.en.sed under section .301(d): ' .

"Subsection 3Ql(!) rewriUl:n by § 208(lt)(IXAXii) ofP,L, 104·208, approved Sept 30, 1996 (110 Stat 3009-746), Textof 
former subsection 30.3(f) is reprinted below: 

Notwithstanding the provisions of any other law, rule, or regulation, the Administration is authorized to allow the issuer 
ofany preferred stock heretQfore sold to the Administration to redeem or repurchase sucb srock upon the payment to 
lM Ailininistration ofan amount less than the par value ()fsuch stock, The Administration, in its sole discretioll, 

detem1me the repurchase price after considering &ctors including, but not limited to, the mr~e~t~Va1~u~:e~~::~~
value of benefits previously provided and anticipated to accrue to the issuCT, the amount o-f dividends 
actTUed. and sntieipatet1. and the Administration's estimale ofany anticipated redcmption. 
guarantee debentures as: provided in paragraph (5) of subsection (c) and allow the issuer to use the proceeds to make the 
pa)1'Mllts authorized herein. Any monies received by the Administration from the repurchase ofpreferred stock shall 
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(l) the Administrator may allow the issuer of any preferred stock sold to 
the Administration befure November I. 1989, 1<> redeem Or repUIChase such srock, upon the 
payment to the Administration ofan amoWl! less than the par value of such stock. for a 
repUIChase price detennined by the Administrator after consideration of all relevant factors, 
including. 

(A) the market value of the stock; 

(B) the value of benefits provided and anticipated to accrue to the 
issuer; 

(C) the amount ofdividends paid, aceroed, and anticipated; and 

(D) the estimate of the Administrator of any anticipated 
redemption; and 

(2) any moneys received by the Administration from the repurchase of 
preferred stock shall be available solely to provide debenture leverage to licensees having 50 
percent or more in aggregate doUar amount of their financings invested in smaller enterprises .. 

(g)n In order to encourage small business investment companies to provide equity 
Participatingcapital to small businesses. the Administration is authorized to guarantee the payment of the suurities. 

redemption price and prioritized payments on participating securities issued by such 
companies whicb are licensed pursuant to section 301 (c) of this Act, and a trust or a pool 
acting on bebalfof the Administration is authorized to purchase such securities. Such 
guarantees and purchases shall be made on such lenns and conditions as the Administration 
shall establish by regulation. For purposes of this section, (A) the term "participating 
securities" includes preferred stock, a preferred limited partnership interest or a similar 

"Participating
instrument. including debentures un~er the terms of which interest is payable only to the securities." 
extent of earnings and (B) the term "prioritized payments" includes dividends on stock, "Prioritized 
interest on qualif'ying debeolwes, or priority returns on preferred limited partnership interests payments," 

which are paid only to the extent ofearnings. Participating securities guaranteed under this 
subsection shall be subject to the fonawing restrictions and limitations, in addition to such 
other restrictions and limitations as the Administration ~ay detennine: 

(J) Participating securities sball be redeemed not later than 15 years after 
their date ofissuance for an amount equal to 100 per centum of the origiual issue price plus 
the amount of imy accrued prioritized payment: Provided. That if, at the time the securities 
are redeemed, whether as scheduled or in advance, the issuing company (A) has not paid all 
accrued prioritized payments in full as provided in paragraph (2) below and (B) has not sold 
or otherwise disposed of all investments subject to profit distributions pursuant to paragraph 

be deposited in the business loan and investment fund and shall be available solely to provide assistance to companies 
Qperoting Wlder the authority of section 30}(d), to the extent and in the amounts provided in advance In appropriations 
Acts.• , 

"SubsectiOIl$ (g) ""d (h) added by § 403 ofPL 102-366, approved Sept. 4, 1992 (106 Sm. 1009), 

319 (Rev. 9) 



§303(g)(2) "' 
§ 303(g)(7)

SMALL BUSINESS INVESlMENT ACT OF 1958 

(II), the company's obligation to pay accrued and unpaid prioritized payments shall continue 
and payments shall be made from the realized gain, if any, on the disposition of such 
investments, but if on disposition there is no realized gain, the obligation 10 pay accrued aad 
unpaid prioritized payment shall be extinguished: Provided further. That in the interim, the 
company shall not make any in-kind distributions of such investments unless it pays to the 
Administration such sums, up to the amount of the unrealized appreciation on such 
investments, as may be necessary to pay in full the accrued prioritized payments. 

(2) Prioritized payments on participating securities shall be preferred and 
cumulative and payable out of the retaioed esruings available for distribution, as defmed by 
the Adtainistration, of the issuing company III a mte detennined by the Secretary of the 
Treasury taking into consideration the current average market yield on outstanding 
marketable obligations of the United States with remaining periods to maturity comparable to 
the average maturities on such securities, adjusted to the nearest one-eighth of 1 percent," 
plus an additional charge of 1 percent per armum which shall be paid to and retained by the 
Adtainistration. 

(3) In the event of liquidation of the company, participating securities 
shall be senior in priority for all purposes to all other equity interests in the issuing company, 
whenever created. 

(4) Any company issuing a participating security under this subsection 
shall commit to invest or shall invesr' an amount equal to the outstanding face value ofsuch 
security solely in equity capital As used in this subsection, "equity capital.. means common 
or preferred stock or a similar instrument, including subordinated debt with equity features 
which is not amortized and which provides for interest payments contingent upon and limited 
to the extent of earnings. 

(5) The only debt other than leverage obtained in accordance with this title 
which any company issuing a participating security Wider this subsection may have 
outstanding shall be temporary debt in amounts limited to not more than 50 per centum of 
private capital. 

(6) The Administration may permit the proceeds of a participating security 
to be used to pay the principal amount due on outstanding dabentures gnaranteed by the 
Administration, if (A) the company has outstanding equity capital invested in an amount 
equal to the amount of the debentures being refinanced and (B) the Administration receives 
profit participation on such terms and conditions as it may determine, but not to exceed the 
per centums specified in pamgraph (II), 

(7) For purposes ofcomputing profit participation under paragraph (11), 
except as othel"'hise determined by the Admin:istrntion) the management expenses ofany _ 

4l'fhe last part ofthis sentence was changed from "1 per centum, plus. at the time the guarantee is issued, such additiorlal CM 
jf any, toward oovering other costs ofrhe program as the Administrntion may determine to be consistent with its purposes, 
not '.exceed 2 percenturn" by § 20a(cX6)(B) ofP.L. 104-208, 'I'PfOved Sept 30, 1996 (110 Stat 3009-744). 

"Th. phrnse ..and maintain" was removed by § 208(tX5)ofP.L. 104-2(l$, approV<d Sept. 30, 19% (110 Stat 3009-744). 
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company which issues participating securities shall oot be greater than 2.5 per cenlUm per 
annum ofthe combined capital of the company, plus $125,000 if the company's combined 

"Combinedcapital is less than $20,000,000. For purposes of this paragraph, (A) the term "combined capitaL"
capital" mean., the aggregate amount of private capital and outstanding leverage and (B) the "Management 
tenD. "management expenses" includes salaries, office expenses, travel, business expenses." 
development, office and equipment rental, bookkeeping and the development, investigation 
and monitoring of investments, but does not include the cost of services provided by. 
specialized outside consultants, outside lawyers and outside auditors, who perform services 
not generally expected ofa venture capital company nor does such term include the cost of 
services provided by any affiliate of the company which are. not part ofthe normal process of 
making and monitoring ventme capital investments, 

(8) Notwithstanding paragraph (9), if. company is operating as a limited 
par;nership or as a subchapter S curporation or an equivalent pass-through entity for tax 
purposes and if there are no accumulated and unpaid prioritized payments, the company may 
make annual distributions to the partners, shareholders) Qr members'o in amounts not greater 
than each partner's, shareholder's, or member's maximum tax liability. For purpoSes afthis 

"Maximumparagraph, the term I1maximum tax liability" means the amount of income allocated to each 
tax liability."partner, shareholder, or member (including an allocation to the Administration as if it were a 

taxpayer) for Federal income tax purposes in the income tax return filed or to be filed bY the 
company with respect to the fIscal year of the company immediately preceding such , 
distribution. multiplied by the highest combined marginal Federal and State income tax rates 
for corporations or individuals~ whichever is higher, on each type of income included in such 
return. For purposes of this paragraph, the term "State income tax" means the income tax of 
the State where the company's principal place ofbusiness is located.sl A company may also 
elect to malee a distribution under this paragraph at the end of any calendar quarter based on • 
quarterly estimate of the maximum tax liability. Ifa company malees I or more quarterly 
distributions fi>r • calendar year. and the aggregate amount of those distributions exceeds the 
maximum am(lunt that the company could have distributed based on a single annual 
computation, any suhaequent distribution by the company under this paragraph shall be 
reduced by an amount equal to the excess amount distributed. 

(9) After making any distributions as provided in paragraph (8), a 
company with participating secmities outstanding may distribute the balance ofinoome to its 
investors, specifically including the Administration, in the per centums specifIed in paragraph 
(I J). if there are no accumulated and unpaid prioritized payments and ifall amounts due the 
Administration pursuant to paragraph (II) have been paid in full. subject to the following 
conditions: 

(A) As of the date of the proposed distribution, if the amount of 
leverage outstanding is more than 200 per centum of the amount of private capital, any 

~orbe references to members throughout this subsection were added by § 208(hXIXA){iii)ofP.L. lQ4..208, approved Sept, 30, 
1996 (110 Stat 3C09-746). 

5! Language following the footnote signal was added by § 215(c) ofP,L, 1O$~135. approved Dec. 2, 1997 (ttl Stat. 2603). 
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amounts distributed shall be made to private investor.! and to the Administration in the ratio 
of leverage to private c.pital. 

(B) As of the date of the proposed distribution, if the amount of 
leverage outstanding is more than 100 per centum but not more than 200 per centum ofthe 
amount ofprivate capital, 50 per centum of any amounts distributed sball be made to the 
Administration and 50 per centum sball be made to the private investors. 

(C) If the amount oneverage outstanding is 100 per centum, or 
less, of the amount ofprivate capital, the ratio sball be that for distribution of profits as 
provided in paragraph (Il). 

(D) Any amounts received by the Administration under 
subparagraph (A) or (8) shall be applied first as profit participation as provided in paragraph 
(II) and any remainder shall be applied as a prepayment of the principal amount of the 
participsting secOOties or debentures. 

(10) After making any distributions pursuant to paragraph (8), a company 
with participating secwities outstanding may return capital to its investors, specifically 
including the Administration, if there are no accumulated and unpaid prioritized payments 
and if all ammmts due the Administration pursuant to paragraph (II) have benn paid in full. 
Any distributions under this paragrapb sball be made to private investors and to the . 
Administration in the ratio ofprivate capital to leverage as ofthe date of the proposed 
distribution: Provided, That if the amount of leverage outstanding is less than SO per centum 
of the amount of private capital or $10,000,000, whichever is less, no distribution shall be 
required to be made to the Administration tmless the Administration determines, on a case by 
case basis, to require distributions to the Administration to reduce the amount ofoutstanding 
leverage to an amount less than $10,000,000. 

(II) (A) A company wlticb issues participating securities shall ngree to 
allocate to the Administration a share of its profits determined by the relationship of its 
private capital to the amount of participating securities guaranteed by the Administration in 
accordance with the fOllowing: 

(i) Ifthe total amount ofparticipating secOOties is lOOper 
centum ofprivate capitaJ or less, the company shall allocate to the Administration a per 
centum sbare computed as follows: the amount ofparticipating secooties divided by private 
capital times 9 per centum. 

(ii) If the total amount of participating securities is more 
than 100 per centum but not greater than 200 per centum ofprivate capital, the company shall 
allocate to the Administration a per centum share computed as follows: 

(I) 9 per centum, plus 

(II) 3 per centum ofthe amount ofparticipating 
securities minus private capital divided by private capitaL 
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(B) Notwithstanding any other provision ofthis paragraph

(i) in no event shall the total per centum required by this 
pamgrapb exceed 12 per centum, unless required pursuant to the provisions of(ii) below, 

(li) if, on the date the participating securities are marketed, 
the interest rate on Treasury bonds with a maturity of 10 years is. rate other than 8 per 
centum, the Administration shall adjust the rate speeified in paragraph (Al above, either 
higher or lower, by the sarne per centum by which the Treasury bond rate is higher or lower 
than 8 per centum, and 

(iii) this paragraph shall not be construed to create any 
ownership interest ofthe Administration in the company. 

(12) A company may elect to make an in-kind distribution of securities only 
if such securities are publicly traded and marketable. The company shall deposit the 
Administration's share of such securities for disposition with • trustee designated by the 
Administration or, at its option and with the agreement of the company. the Administration 
may direct the company to retain the Administration's sbare. If the company retains the 
Administration's sbare, it shall sell the Administration's share and promptly renti! the 
proceeds to the Administration. As used in this paragraph, the term "trustee" means a person 
who is knowledgeable about and proficient in the marketing of thinly traded securities. 

(I3)" Repealed. 

(h) The computation of amounts due the Administration undet participating 
securities shall be subject to the following terms and conditions: 

(I) The formula in subsection (g)(l 1) .ball be computed annually and the 
Administration shall receive distributions OfiIS profit participation at the same time as other 
investors in the company. 

flParagrnph303(gXl3) repealed by §2(<l)(I) ofP.!.. 106-9, approved AprilS, 1999 (113 Stat. 17). Text ofparngraph 
303(g)(13), which was added by § 215 ofP.L. 103403, approved Oct. 22, 1994 (108 Stat. 4184) is reprinted below: 

PARTICIPATING SECURITIES FOR SMALLER SMALL BUSINESS INVESTMENT COMPANIES.-

(A) IN GENERAL.-Subjcct to the provisions ofsubp.antgraph (8). of the amount of the annual 
program leveJ ofparticipating securities approved in appropriations Acts, SO percent shall be reserved for 
funding smal1 business investment companies with private capital ofnot more than $20,000,000. 

(B) EXCEPTION,~*Duritlg the last quarter ofeach fiscal year, tfthe Administrator detennines: 
that there is a lack ofqualified applicants with private capital ofnot more than $20,000.000, the 
Adminislrator may utilize all or any part of the program level for securities reserved under subparagraph (A) 
forqulilifred applicants with private capital ofmore than $20,000,000. 

323 (Rev. 9) 



§ 303(h)(2) to 

1304 
SMALL BUSINESS INVESTMENT ACT OF 1958 

(2) The fannula shall not be modified due to an increase in the private 
capital unless the increase is provided for in a proposed business plan submitted to and 
approved by the Administration. 

(3) After distributions have been made, the Administration's share of such 
distributions shall not be recomputed or reduced. 

(4) If the company prepays or repays the participating securities, the 
Administration sh"all receive the requisite participation upon the distribution ofprofits due to 
any investments held by the company on the date of the repayment or prepayment. 

(5) Ifa company is licensed on or before March 31, 1993, it may elect to 
exclude from profit participation all investments held on that date and in such case the 
Administration shall determine the amount of the futw'e expenses attributable to such prior 
investment: Provided. That if the company issues participating securities to refinance 
debentures as authorized in subsection (g)( 6), it may not elect to exclude profits on existing 
invesbne~ts under this paragraph. 

(i)" LEVERAGE FEE.-With respect to leverage granted by the Administration to Leverage
a licensee, the Administration shall collect from the licensee a nonrefimdable fee in an fee. 
amount equal to 3 percent of the face amount of leverage granted to the licensee54 in the 
following manner: 1 percent upon the date on which the Administration enters into any 
commitment for such leverage with the licensee, and the balance of 2 perce~t (or 3 percent if 
no c<!nunibnent has been entered into by the Administration) on the date on which the 
leverage is drawn by the licensee. 

0)" CALCULATION OF SUBSIDY RA TE.-All fees, interest, and profits 
Ca1culation ofreceived and retained by the Administration under this section shall be included in the subsidy rate. 

calculations made by the Director of the Office ofManagement and Budget to offset the cost 

(as that term is defined in section 502 of the Federal Credit Reform Act of 1990) to the (2 USC 661'J. 

Administration of purchasing and guaranteeing debentures and participating securities under 

this Act. 


Sec. 304. 	 PROVISION OF EQUITY CAPITAL FOR SMALL BUSINESS IS USC 684. 
CONCERNS" Equity capital. 

SlSubsection 303(i) added by § 208(c)(6)(C) ofP.L. 104·208, approved Sept 30, 1996 (I 10 Stat. 3009·744). 

S4 Language after the footnote signal'was substituted for", payable upon the earlier of the date ofentry into any commitment' 
for such leverage or the date on which the leverage is drawn by the licensee" by § 215(d) ofP.L. 105·135, approved Dec.2, 
1997 (III Stat. 2603). 

SSSubsection 3030) added by § 208(c)(6)(C) ofP.L. 104·208, approved Sept 30, 1996 (110 Stat. 3009·744). 

56Prior to its amendment by § 6 of PL 8()'502, approved June II, 1960 (74 Stat 196), sec. 304 authorized SBles to furnish 
equity capital only through the purchase of convertible debentures. 
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(al It shall be • function ofeach small business investment company to provide a 
source ofequity capital for incorporated and unincorporated" small-business concerns, in 
such manner and under sueh terms as the small business investment company may fIx in 
accordance "ifu fue regulations offue Administration. 

(b) Before any capital is provided to a small-business concern tmder this section

(I) fue company may require such concern to refInance any or all of its 
outstanding indebtedness so that the company is the only holder of any evidence of 
indebtedness of such concern; and 

(2) except as provided in regulations issued by the Administration, such 
concern shall agree that it will not fuereafter incur any indebtedness wifuout first securing fue 
approval ofthe company and giving the company the first opportunity to fInance such 
indebtedness. 

(c)" [Repealed] 

(d)"Equity capital provided to incorporated small-business concerns tmder this 
section may be provided directly or in cooperation with other investors, incorporated or 
unincorporated, through agreements to participate on an immediate basis. 

Sec. 305. LONG-TERM LOANS TO SMALL-BUSINESS CONCERNS Long-tenn 
loans. 
)5 USC 685.(a) Each company is authorized to make loans, in the manner and subject to the 

conditions described in this section, to incorporated and unincorporated small-business 
concerns in order to provide such concerns with funds needed for sound fInancin& growth. 
modernization, and expansion. 

Form of loan
(b) Loans made under this section lIllty be made directly or in cocperation with dim:!,

ofuer lenders, incorporated Or unincorporated, furough agreements to participate on an participation, 
immediate or deferred basis.6O or guarantee. 

(c) The maximum rate ofin,erest for the ccmpany's share afany loan made under Conditions of 
this section shall be determined by the Administration: Provided, That the Administration Ioao. 

also shall pemlit those companies which have issued debentures pursuant to this Act to 
charge a maximum rate of interest based upon the coupon rate ofinterest on the outstanding 

''The words "and unincorporated" added by § 2(e)ofPL 92·595, approved Oct. 27, !m (116 Stat !lI4). 

!lSection 206 ofPL 90-104, approved Oct. II, 1967 (81 Stat... 271), repealed sec, 304(<:) which gave to companies receiving 
equity financing from an SBle an option to purchase stock in the SBIC. 

"This subsectioo added by ~ 5 ofPL 87-M!, approved Oct. 3, !%) (75 Slat. 752). 

ron.is sentence amended by § 6 ofPL 87~341; approVed (X:t, 3, 1%1 05 Stat. 753), 10 substitute "other lenders, incorporated or 
unmcmporated" for «other lending institutions", The sentence "In agreements to participate in loons 00 ndeferred basis under 
this subsection, the participation by the company shalt not be in excess of90 per centum of the balance of the loan outstanding III 
the time ofdisbursement". was repealed by § 105 ofl'1.. 94-305. approved June 4. 1976 (90 Stat. 663), 
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debentures, detennmed on an annual basis, plus such other expenses ofthe company as may 
be approved by the Administration". 

(d) Any loan made tmder this section shall have a maturity not exceeding twenty 
years. 

(e) Any loan made tmder this section shall be of such sotmd value, or so secured, 
as reasonably to assure repayment, 

(I) Any company which bas made a loan to a small· business concern under this 
section is authorized 10 extend the maturity of or renew such loan for additional periods, not 
exceeding ten years, if the company finds that such eXtension or renewal will aid in the 
orderly liquidation of such loan. 

See, 306, AGGREGATE LIMIT A 110NS Assistance 
limitations, 
15 USC 686,(a) "Ifany small business investment company has obtained financing from the 

Administration and such financing remains outstanding, the aggregate amount of obligations 
and securities acquired and for which comurittnents may be issued by such company under 
the provisions of this title for any single enterprise shall not exceed 20 per centum of the 
private capital of such company ~ without the approval of the Administration. 

(h) [Repealed,") 

(e)" With respect to obligations or securities acquired prior to the effective date of [P.L.90-1041. 
the Small Business Investment Act Amendments of 1%7, and with respe<:t to legally binding 

"Proviso added by § 411 ofPL 102·366, approved Sepc 4, 1992 (I06 Stat 1018~ 

"Subsection 306(0) rewri.en by § 408(a) ofPL 102·366, approved Sepc4, 1992 (106 S.... 1016). Text offornwr § 306(a) 
follows: 

Without the approval of the Administration, the aggregate amount of obligations and securities acquired and furwhich 
commitments may be issued by any small business investment company under the provisions oftbis Act fQf any single 
enterprise shall not exceed 20 percent ofthe .combined private paid-in capital and paid-in surplus ofsuch company. 

MR<pealed by § 2(1) ofPL 92·595, 'l'p!1)ved Oct, 27, 1972 (86 SUIt. 1314). Former sec, 306{b)repnnted below "'provide. 
clearer understanding of this entire section: 

l(b) Fcrthe purpose ofthis section, the combined paid-in capital and paid-in surplus ofany company licensed prior lU 
January J. 1968, shaH;::onsist or(1) the paid-in capital and paid-in surplus ofsuch company and (2) the folloWing 
portions ofthe funds outstanding finm the Administration through the issuance ofsubordinated debentures as of the 
effedive date oftbe Small Business lnvestment Act Amendments of !967, or on January I ofeach of the following 
calendar Y"M', whiehever is I",,: (A) 100 _I, during 1968; (B)7S ",,,,enl, during 1969; (C) 50 percent, during 
1970; (0) 25 per«n!, during 1971, and (E) zero, during 1972 and thereafter.] 

MAdded by P07 ofPL 9().104, Ill. Small Business ltmsnnenl Act Amendtn<nts of1967. approved Oct, 11, 1967 (81 Stat. 
271). Effective date of PL 9Q..I04 referred to in this.subsection is Jan. 1, 1968. per § 211 ofPL 90-104. 
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commitments issued prior to such date, the provisions ofthis section as in effect immediately 
prior to such effec'live date shall continue to apply. 

Sec. 307. EXEMPTIONS" Exemptions, 

<al Section 3 of the Seeurities Act ofl933, as amended (15 U.S.C. 77c), is hereby (15 USC 77c). 
amended by inserting at the end thereof the following new subsection (c): 

"(c) The Commission may from time to time by its rules and regulations and 
subject to such tenns and conditions as may be prescribed therein, add to the securities 
exempted as'provided in this section any class ofsecurities issued by a small business 
investment company under the Small Business Investment Act of 1958 if it finds, having 
regard to the purposes of that Act, that the enfon:ernent'of this Act with respect to such 
securities is not necessary in the public interest and for the protection of investorS." 

[15 USC 77ddd](b) Section 304 ofth. Trust Indenture Act of 1939 (15 U.S.C. 77ddd) is hereby 
amended by adding the followiog subsection (e): 

"(e) The Commission may from time to time by its rules and regnlatioos, and 
subject to such terms and conditions as may be prescribed herein, add to the securities 
exempted as provided in this section any class of securities issued by a small business 
investment company under the Small Business Investment Act of 1958 if it fmds, having 
regard to the purposes of that Act, !hat the enforcement of this Act with respect to such 
securities is not necessary in the public interest and for the protection of investors,'1 

(e) Section 18 ofthe Investment Company Actor 1940 (15 U.S.C. 80. - 18) is {15 usc 80.
amended by adding at the end thereof the following: 181. 

"(k) The provisions ofsubparagraphs (Al and (B) of pamgraph (I) ofsubsection 
(.) of this section shall not apply to investment companies operating under the Small 
B usincss Investment Act of 1958:'" 

15 USC Jig?Sec. 308. . MISCELLANEOUS 

(at' Wherever practicable the operations of a ~ma11 business investment company. ;:~::'r 
including the generation of business~ may be undertaken in cooperation with banks or other other investors. 
investorS or lenders, incorporated or unincorporated, and any servicing or initial investigation 
required for loans or acquisitions of securities by the company under the provisions of this . 
Act may be handled through such banks or other investors or lenders on a fee basis. Any 

~e-Act provides it specific exemption from the Investment Company Act of 1940 for SBles. releasing them from a 34()-1 
asset coverage requirement in connettioo with borrowings. SBA may prescribe limitations on btmowing by SBICs" 

MSee sec. 319 ofthe Small BusinessInvtStment Act for further amendment. 

USee. 308(a) amended by § 8 ofPL &'l~14I, approved Oct. 3, 1961 (75 Stat 753). to substitute "investors or lenders, 
ineorporated or unincorporated" for "fmancial institutions." 
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small business investment 'company may receive fees for services rendered to such banks and 
other investors and lenders. 

(b) Each small business investment company may make use, wherever Advisory 
practicable, of the advisory services of the Federal Reserve System and of the Department of services. 
Commerce which are available for and useful to industrial and conunercial businesses, and 
may provide consulting and advisory services on a fee, basis and have on its staff persons ' 
competent to provide such services. Any Federal Reserve bank is authorized to act as a 
depository or fiscal agent for any compat?-y operating under the provisions of this Act. 61 Such 
companies with outstanding financings69 are authorized to invest funds not reasonably needed Investment 

for their operations in direct obligations of, or obligations guaranteed as to principal and of funds. 

interest by, the United States, or in certificates ofdeposit maturing within one year or less, 
issued by any institution the accounts of which are insured by the Federal Deposit Insurance 
Corporation or the Federal Savings and Loan Insurance Corporation, or in savings accounts 
of such institutions.7 

1) 

(C)71 The Administration is authorized to prescribe ~gulations governing the Regulations. 

operations of small business investment companies, and to carry out the provisions of this 
Act, in accordance with the purposes of this Act. 

(d) Should any small business investment company violate or fail to comply with Noncom-
any of the provisions of this Act or of regulations prescribed hereunder, all of its rights, 
privileges, and franchises derived therefrom may thereby be forfeited. Before any such 
company shall be declared dissolved, or its rights, privileges, and franchises forfeited, any 
noncompliance with or violation of this Act shall be detennined and adjudged by a court of 
the United States of competent jurisdiction in a suit brought for that purpose in the district, 
territory, or other place subject to the jurisdiction of the United States, in which the principal 
office of such company is located. Any such suit shall be brought by the United States at the 
instance of the Administration or the Attorney General. 

(e) Except as expressly provided otherwise in this Act, 12 nothing in this Act or in 
any other provision of law shall be deemed to impose any liability on the United States with 
respect to any obligations entered into, or stocks issued, or commitments made, by any 
company operating under the provisions of this Act.73 

"The last seven words of this sentence added by § II(c) ofPL 87·341, approved Oct 3, 1961 (75 Stat 756). 

69J>hrase "with outstanding financings" added by § 408(c) ofPL 102-366, approved Sept. 4, 1992 (106 Stat· 1016). 

»rhe last sentence first revised by § 5 ofPL 88-273, approved Feb. 28, 1964 (78 Stat 147), to pemtit deposits ofidJe SBIC 
funds in insured savings accounts; later revised by § 102 ofPL 95-507, approved Oct. 24, 1978 (92 Stat 1757), to equalize 
SBA's treatment ofFSLlC and FDIC insured institutions. 

71The provisions relating to examinations and reports by SBICs were deleted from this subsection by § 3(1) ofPL 89-779, 
approved Nov. 6, 1966 (80 Stat. 1359). and added as a new sec. 310(b) by § 5(2) ofPL 89-779. 

72Clause beginning "Except as" added by § 208(e) ofP.L. 104-208.. approved Sept. 30, 1996 (110 Stat. 3009-745). 

7JThe last seven words added by § II (d) of PL 87-341, approved Oct. 3, 1961 (75 Stat. 756). The same section also struck out 
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(f)" In the perfonnance of, and with (Ospect to the functions, powers, and duties 
vested by this Act, the Administrator and the Administration shall (in addition to any [llUSC.31].
authority otherwise vested by this Act) have the functions, powers, and duties set forth in the 

Small Business Act, and the provisions ofsections 13 aod 16 of that Act, insofar as [IS USC 642). 

applicable, are extended to the functions of the Administrator and the Administration under [IS USC 645]. 


this Act. 


Annual report
(g)" (I) The Administration shall include in its annual report, made pursuant to [15 USC 

section 10(0) ofthe Small Business Act, a full and detailed account of its operations under 639(0)). 
this Act. Such report shall set forth the amount of losses sustained by the Government as a 
result of such operations during the preceding fiscal year, together with an estimate of the 
total losses whicb the Goverrunent can reasonably expect to incur as a result of such 
operations during the then current fiscal year. 

(2)" In its annual report for the year ending December 31,1967, and in 
each succeeding annual report made pursuant to section lO(a) of the Small Business Act, the 
Administration shall include full and detailed accounts relative to the following matters: 

(Al The Administration's recommendations v.ith respect to the 
feasibility and organi7..ation of a small business capital bank to encourage private financing of 
small business investment companies to replace Government financing ofsuch companies, 

(B) The Adndaistration's plans to insure the provision of small 
business investment company financing to all areas of the country and to ali eligible small 
business concerns including steps taken to accomplish same. 

(C) Steps taken by the Administration to maximize recoupment of 
Government funds incident to the inauguration and administration of the small business 
investment company program and to insure compliance \.\lith statutory and regulatory 
standards relating thereto. 

(D) An accounting by the Bureau of the Bodget" with respect to 
Federal expenditures to business by executive agencies,. specifying the proportion of said 
expenditures going to business concerns falling above and below smail business size 
standards applicable to small business investment companies. 

the ;»:evious sec, 3U8(e) and (0 and redesignated this subsection (formerly (g) as (e), ,The former sec. 308(e) and (f) were 
rewritten and expanded by § 9 of PL 37·341 and ~signated as sees. 309, 310, and 311. 

l'SeC. 308(t) added by § 3 ofPL 89~779:approved Nov, 6, 1966 (80 Stat J359).and contains tbeprovision transfetred from sec. 
201. 

"5= 308(g) ad<Ied by § 3(2)ofPL 89-779, "PP""'<d Nov. 6, 1%6(80 Stat 1359), aml redesignated as sec. 308(g)(1) by § 
2100fPL 9<).104, approved Oct II, 1967 (81 Stat 271). 

~S<c.308(g)(2) ",l<led by §ZIG ofPL 90-104, approved Oct. 11, 1%7 (81 Stat. 271). 

"This should read "Office of Management and Budget" per Reorganization Plan No.2 of 1970. 
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(E) An accounting by the Treasury Department with respect to tax . 
revenues accruing to the Government from business concerns, incorporated and' 
unincorporated, specifying the source of such revenues by concerns falling above and below 
the small business size sumdards applicable to small business investment companies. 

(F) .An accOlUlling by the Treasury Department with respect to both 
tax losses and increased tax revenues related to small business investment company financing 
ofboth individual and corporate business taxpayers. 

(G) Recommendations to the Treasury Department with respect to 
additional tax incentives to improve and facilitate the operations of small business investment 
companies and to encourage the use of their financing facilities by eligible small business 
concerns. 

(H) A report from.the Securities and Exchange Commission 
enumerating actions undertaken by that agency to simplify and minimize the regulatory 
requirements governing small business investment companies under the Federal securities 
laws and to eliminate overlapping regulation and jurisdiction as between the Securities and 
Exchange Commission~ the Administration; and other agencies of the executive branch. 

(l) Areport from the Securities and Exchange Commission with 
respect to actions taken to facilitate and stabilize the access ofsmall business concerns to the 
securities markets. 

(J) Actions undertaken by the Securities and Exchange 
Conunission to simplify compliance by small business investment companies \\"ith the 
requirements of the Investment Company Act of I 940 and to facilitate the eJection to be [15 usc 80a·t]. 
taxed as regulated investment companies pursuant to section 851 of the Internal Revenue [Ui usc 851]. 

Cod.ofl954. 

(3)" In its annual report for the year ending on December 31, 1993, and in 
each succeeding annual report made pursuant to section IO(a) of the Small Business Act, the 
Administration shall include a full and detailed description or account relating to

(A) the number of small business investment companies the 
Administration licensed, the number onicollSees that have been placed in liquidation, and the 
number of licensees that have surrendered their licenses in the previous year, identifYing the· 
amount ofgovernment ]everage each has received and the type ofleverage instnunents each 
has used; 

"ParnJl!llPh 308(g)(3) added by § 411(a)of PL 102-366, approved SepL., 1992 (106 Stal (019). Section 417(b) ofPL 102-36. 

reads: NOl1ater than 4 years after the date ofenactment ofthis Act,. the Comptroller Genera] of the United States shall ' 

to the Committ~s on Small Business ofthe House of Representatives and the Senate a report that reviews the SlJ').aIl 

Investment Company program (established under the Small Business Investment Act of 1958) for the 3~year, ~~.~;::;;I~; 

the date ofenactment ofthis Act, with respect to each nem listed in sectkm J08(gX3) of the Small Business In 

1?5&, as amended by subsection (a). 
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(B) the amount of government leverage that each licensee received 
in the previous year and the types ofleverage instruments each licensee used; 

(C) for each type offinancing inslrument, the sius, geographic 
locations. and other characteristics of the small business investment companies using them, 
including the extent to which the investment compariies have used the leverage from each 
instrument to make small business loans, equity investments, or both; and 

(0) the frequency with which each type ofinvestment instrument 
has been used in the current year and a comparison ofthe current year with previous years. 

Certifications of(h)" CERTIfiCATIONS Of ELlGlBILITY.-
eligibility. 

(1) CERTIFICATION BY SMALL BUSINESS CONCERN.-Prior to 
receiving financial assistance from a company licensed pursuant to section 301.*° a small 
business concern shall certifY in writing that it meets the eligibility requirements of the Small 
Business Investment Company Program or the Speciillized Small Business Investment 
Company Program, as applicable. 

(2) CERTIFICATION BY COMPANY.-Prior to providing t'inallcial' 
assistance to a small business concern under this Act. a company licensed pursuant to section 
301 shall certify in writing that it has reviewed the application for assistance ofthe small 
business concern and that all documentation and other infonnation'suppOrtS the eligibility of 
the applicant. 

(3) RETENTION OF CERTIFICA TIONS.--certificates made pursuant to 
paragrapbs (I) and (2) shall be retained by the company licensed pursuant to section 301 for 
the duration of the financial assistance. 

. 	 . 
Long-tenn loans 

(i)" (I) The purpose of this subsection is to facilitate the orderly and necessary ",d equity funds 
flow oflong-te'rm loans and equity ftmds from small business investment companies to small 
business concerns. 

~ew subsection 303{h) added by § 214 ofP,L. 103-403, approved Oct 22, 1994 (108 Stat. 4134), Forbistory ofprio:' 
subsection J08(h}, see previous edition ofthis Handbook. 

toReferenteS to "subsection (c) or (d) ofsection 301'" were replaced with references to "'section 30t" throughout subsection 
308(11) by, 208(ll)(IXB) .fP.L 104-208, approvodSept.30, 1996{1W Stat. 3009-747). . . ' .. 

"New Sec. 308(i)ndded by § 1 .fPl.. 99-226, approved Dee. 28, 1985 (99 S",,- 1744). Sec. 2 .rPL 99-226 provides thai the 
Act shalL apply lO maximum interest rates prescribed by the Administration on or after Aprill. 19&0:. The Act was intended to 
be a technical amendment, clarifYing the policy embodied in PL 96·22 t, approved Mar. 31, 1980 (94 Stat. 132). House report 
99-306 states that Congress. by enacting PL 99-226. "makes it dear that SBA., by regulation, bas the authority to de:mnine the 
maximum allowable interest rates on loans to small businesses which are made by SBlC's and MESBICs." 
The text of prior S(''C. 308(i) is provided: 

(i) (I} The purpose ofthis subsection is to facilitate the orderly and necessary flow of long-term loans and 
equity funds from small ~ investment companies to small business concerns. 

(2) 	 In the case of n business loan, the small business investment company making ~uch loan ~ charge 
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(2) In the case ofa business loan, the small business investment company 
making such loan may charge interest on such loan at a rate which does not exceed the 
maximum rate prescribed by regulation by the Administration for loans made by any licensee 
(determined without regard to any State rate ineorporated by such regulation)." In this 
paragraph.c the term uinterest" includes only the maximum mandatory sum. expressed in 
dollars or as a percentage rate, that is payable with respect to the business loan amount 
received by the smaIl business concern, and does not include the value, if any, ofcontingent 
obligations, including Warnltlts, royalty, ar conversion rights, granting the small business 
investment company an Q\\nership interest in the equity or increased future revenue of the 
small business concern receiving the business loan. 

(3) A State law or constitutional provision shall be preempted for purposes 
ofparagraph (2) with respect to any loan if such Joan is made before the date, on or after 

interest on such loan ata nttewbich does not exceed the towestofthe rates described in subparagraphs (A), (B). and 
(C). 

(A) The rate described in this subparagraph is the maximum rate pfeserlt:ett by regulation by the 
Small Business Administration for loans made by any smal1 business investment company (detennined without regard 
to any State rate incorporated by such regulatiQl1).. . 

(B) ,.' The rate described in this subparagraph is.the maximum rate authorized by an applli<al~! 
State law or constitutional provision whidJ is not preempted ~ purposes of this subsection. 

(C) {i} The rate described in this subparagraph is the higberoftbe Federnl Reserve 
the maximum rate authorized by applicable State law Of constitutionat provision (determined witht:lut regard to the, 
preemption of such State law or constitutional provision), 

(ii) For purposes ofclause (i), the term "federal Reserve rate'" means the rate equal to the 
sum of I percentage point plus the discount rate on ninety-day commercial paper in effect at the Federal Reserve bank 
in the Federal Reserve district in which the principal office ofllle small business investment oompany is loeated. 

(m), The rate described in this subparagraph shalt not apply to loans made in a State ifthae 
is no maximum rate authorized by applkable State law or constitutional provision for such loans or there is a maximum 
rate authorized by an applicable State law or constitutional provision which is not preempted for purposes. of this 
subseetll:m, 

Prior bistory ofold Sec. 308(1) 

Sec. 30S(i). effective April t, 1930, was added by § 524 ofPL 96-:221 (94 Stat. 132) in Title V - State Usury Laws (94 
Stat. 161). approved Madl, 19&0. Ti!leV ofPI. %-221 repealed PL %-104. § 105(a)(2)ofPL %-161, and the 
amendments and provisions of TnIe IJ ofPL %-161, except that as to any Joan made in any State during any period 
when such laws were in effect in such smte. the provis~ of such laws shall continue to apply, 

Sec, 528 ofPL 96-221 provided: 

In any case in \\!hich one or more provisions of. or amendments made by, this title, section 529 oftbe National Housing 
Act, or any other provision of law. including section 5191 of the Revised Statutes (12 U.S.C. respect to the 
loan, moftgagc, aedir sale, ot advance, such loan. mortgage, credit sale, 

"The last sentence in paragnph 308(1)(2) added by § 2(,) of P.L IOH, approved April S. 1999 (113 Stat. 17~ 
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April 1, 1980, on which such State adopts a law or certifies that the voters of such State have 
voted in favor of any provision, constitutional or otherwise, which stales explicitly and by its 
tenns that such State does not want the provisions of this subsection to apply with respect to 
loans made in such State, except that such State law or constitutional or other provision shall 
be preempted in the case ofa loan made, on or after the date on which such law is adopted or 
such certification is made, pursuant to a commitment to make such loan which was entered 
into on or after April I, 1980, and prior to the date on whicb sucb law is adopted or such 
certification is made. 

(4) (A) If the maximum rate of interest authorized under paragraph (2) 
on any loan made by a small business investment company exceeds the rate which would be 
authorized by applicable State law ifsuch State law were not preempted for purposes of this 
subsection, thc charging of interest at any rate in excess of the mte authorized by paragraph 
(2) shall be deemed a forli:ilure ofthe greater of(i) all interest which the loan carries with it, 
or (il) all interest which has been agreed to be paid thereon. 

(B) In the case ofany loan with respect to which there is a 
forfeiture of interest under subparagraph (A), the person who paid the interest may recover 
from a small business investment company making such loan an amount equal to !\Vice the 
amount of the interest paid on such loan. Such interest may be recovered in a civil action 
commenced in a court of appropriate jurisdiction not later that two years after the most recent 
payment of interest. 

Sec. 309." REVOCATION AND SUSPENSION OF LlCENSES; CEASE AND DESIST Suspend or 
ORDERS revoke 

licenses. 

(a)" A license may be revoked or suspended by the Administration "" IS USC 687 

, 
(I) for false statements knowingly made in any written statement required 

under this title, or under any regulation issued under this title by the Administration; 

(2) If any written statement required under this tille, or under any 
regulation issued under this title by the Administrator,'wls to state. material fact necessary 
in order to make the statement not misleading in the light of the circumstances under which 
the statement was made; 

(3) for willful or repeated violation of, or willful or repeated failure to 
observe, any provision of this Act; 

"Soc, 309 added by § 9 .fPL 87-341, approved Oct 3, 1961 (75 StaL 753). Previous sec. 309 was repealed by § lI(e)ofPL 
87,341. 

UHearlingand sec. 309(.), (b), (e), (e) and (t)ameaded by § 4 .fPL 89-779, approved Nov. 6, 1966 (80 Stat 13S9), 10 reflect 
Ilcense revocation authority granted to 8M; to delete limitation ofgrounds fur suspension oflicense for false or misleading 
statements made for purpose ofobtaining a license; and to autborite issuance and enforcement ofcease and desist orders against 
individuals as well as licensees. 
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(4) for willful or repeated violation ofOr willful or repeated failure to 
observe, any rule or regulation of the Administration authorized by this Act; or 

(5) for violation of, or failure to observe, any cease and desist order issued 
by the Administration under this section. 

(b) Where a licensee or any other person bas not complied with any provision of Cease and 
this Act, or ofany regulation issued pursuant thereto by the Administration, or is engaging or desist_. 
is about to engage in any acts or practices which constitute or will constitute a violation of 
such Act or regulation, the Administration may order such licensee or other person to cease 
and desist from such action or failure to act. The Administration may further order such 
licensee OT other person to'take such action or to refrain from such action as the 
Administration deems necessary to insure compliance with the Act and the regulations. The 
Administration may also suspend the license ofa licensee, against whom an order has been 
issued, Wltil such licensee compJies with such order. 

(e) 	 Before revoking or suspending a license pursuant to subsection (a) or issuing a Order to 
show cause.cease and desist order pursuant to subsection (b), the Administration shall serve upon the 

licensee and any other person involved an order to show cause why an order revoking or 
suspending the license or a cease and desist order should not be issued. Any such order to 
show cause shall contain a statement of the mailers of fact and law asserted by the 
Administration and the legal authority and jurisdiction under which a hearing is to be held, 
and shall set forth that a hearing will be held before the Administration at a time and place 
stated in the order. Ifafter hearing, or a waiver thereof, the Administration determines on the 
record that an order revoking or suspending the license or a cease and desist order should 
issue, it shall promptly issue such order, which shall include a statement of the fllldings ofthe 
Administration and the gfounds and reasons therefor and specity the effective dote ofthe 
order, and shall cause the order to be served on the licensee and any other person involved. 

(d) The Administration may require by subpena [sic] the attendance and Subpoena. 
testimony ofwitnesses and the production of all books, papers, and documents relating to the 
hearing from any place in the United States. Witnesses summoned before the Administration 
shall be paid by the party at whose instance they were called the same fees and mileage that 
are paid witnesses in the courts ofthe United States. In case of disobedience to a subpena 
[slC), the Administration, or any party to a proceeding before the Administration~ may 
invoke the aid of any court of the United S1ales in requiring the attendance and testimony of 
witnesses and the production ofbooks, papers, and documents. 

(e) An order issued by the Administration under this section shall be fmal and 
Appealsconclusive unless within thirty days after the service thereof the licensee, or other person procedure.

against whom an order is issued;&$ appeals to the United States court -of appeals for the circuit 
in which such licensee bas its principal place ofbusiness by filing with the clerk of such 
court a petition praying that the Administration's order be set aside or ~odified in the manner 
stated in the petition. After the expiration ofsuch thirty days, a petition may be filed only by 

'~Section 4(e) ofPL 89~719. approved Nov. 6. 1966 (SO Stat 1360), added the dause"or other person against whom an order is 
issued." 
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leave ofcourt on a showing of reasonable grounds for failure to file the petition theretofore. 
The clerk of the court shall immediately cause a copy of the petition to be delivered to the 
Administration, and the Administration shall thereupon comfy and file in the court a 
transcript ofthe record upon which the order complained of was entered. Ifbefore such 
record is filed the Administration amends or sets aside its order, in whole or in part, the 
petitioner may amend the petition within such time as the court may determine, on notice to 
the Administration. The filing ofa petition for review shall not ofitselfstay or suspend the 
operation ofthe order of the Administration, but the court ofappeals in its discretion may 
restrain or suspend, in·whole or in part, the operation ofthe order pending the fmal hearing 
and determination ofthe petition." The court may affirm, modifY, or set aside the order of 
the Administration. Ifthe court determina. thet the just and proper disposition of the case 
requires the taking ofadditional evidence, the court shall order the Administration to reopen 
the hearing for the taking of such evidence, in snch manner and upon snch tenns and . 
conditions as the oourt may deem proper. The Administration may modifY its fmdings as to 
the facts, or make new fmdings, by reason of the additional evidence so taken, and it shall file 
its modified or new fmdings and thearnendments, ifany, of its order, with the record of such 
additional evidence. No objection to an order of the Administration shall be considered by 
the court unless such objection was urged before the Administration or, if it was not so urged~ 
unless there were reasonable grounds for failure to do so. The judgment and decree of the 
court affirming, modifYing, or setting aside any such order ofthe Administration shall be 
subject only tc review by the Supreme Court of the United States upon certification or 

(28 USC 1254).certioiari as provided in section 1254 of title 28, United States Code. 

,(ty" Ifany licensee or other person against which or against whom an order is 
, 

Enforcement. 
issued under tIlis section fails to obey the order, the Administration may apply to the United 
States court ofappeals, within the circuit where the licensee has its principal place of 
business, for the enforcement of the order and shall file a transcript of the record upon which 
the order complained of was entered. Upon the filing of the application the court shall .ause 
notice thereof to be served on the licensee or other person. The evidence to be considered. 
the procedure to be followed, and the jurisdiction of the court shall be the same as is provided 
in subsection <el for applications to set aside or modifY orders. 

IS USC 687b.Sec. 310. EXAMINATIONS AND INVESTIGATIONS" 
Investigations. 

<a) The Administration may make such investigations as it deems necessary to 
determine whether a licensee or any other person has engaged or is about to engage in any 
acts or practices which constitute or v;iJI constitute a violation ofany provision of this Act, or 

i9Section 402(tS) ofPL 98-620, approved Nov. 1 1.19&4, Federal Courts Improvements Act (98 Stat. 3335 at 3357), removed 
the sentence at fbi;; point. which made "proceedings in such cases in the coo:rt ofappeals" a preferred cause to be expedited in 
e\'eryway. 

I1Amended by § 4(OofPL 89-779, approved Nov. 6, 1966{80 Stat, 1360). to provide for enforeetnent of cease and desist orders 
against individuals as well as against licensees. Amended again by § 402(15) ofPL 98-620, ~ to remove last sentence 
making such case a preferrod cause. 

USee. 310 added by § 9 ofPL 87·341, approved Oct. 3, 1961 (15 Stat 155). Section heading amended by §.5 ofPL 89-779, 
approved Nov. 6, 1966 (80 Stat. 1360). 
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of any rule or regulation under this Act, or of any order issued under this Act. The 
Administration shall pennit any person to file with it a statement· in writing, under oath or 
otherwise as the Administration shall detennine, as to all" the facts and circwnstances 
concerning the matter'to be investigated. For the purpose of any investigation, the 
Administration is empowered to administer oaths and affirmations, subpena [sic] witnesses, 
compel their attendance, take evidence, and require'the production ofany books, papers, and 
docwnents which'are relevant to the inquiry. Such attendance of witnesses and the 
production of any such records may be required from any place in the United States. In case 
of contumacy by, or refusal to obey a subpena [sic] issued to, any person, including a 
licensee, the Administration may invoke the aid of any court of the United States within the 
jurisdiction of which such investigation or proceeding is carried on, or where such person 
resides or carries on business, in requiring the attendance and testimony of witnesses and the 
production ofbooks, papers, and documents; and such court may issue 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 failw-e to obey such order of 
the court 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 fOWld. 

(b) Each small business investment company shall be subject to examinations Examinations. 
made by direction of the Investment Division of!! the Administration, which may be 
conducted with the assistance of a private sector. entity that has both ,the qualifications to 
conduct and expertise in conducting such examinations,90 and the cost of such examinations, 
including the compensation of the examiners. may in the discretion of the Administration be 
assessed against the company examined and when so assessed shall be paid by such 

Fees for costcompany. Fees collected under this subsection shall be deposited'in the account for salaries 
examinationsand expenses of the Administration, and are authorized to be appropriated solely to cover the collection; us 

costs of examinations and other program oversight activities.91 "Every such company shall 
make such reports to the Administration at such times and in such form as the Administration 

Reports.may require; except that the Administration is authorized to exempt from making such 
reports any such company which is registered under the Investment Company Act of 1940 to 
the extent necessary to avoid duplication in reporting requirements. 

(c)92 Each small business investment company shall be examined at least every two 
years in such detail so as to detennine whether or not-

19Phrase "Investment Division of' substituted for "examiners selected or approved by" by § 407(a) ofPL 102-366, approved 
Sept. 4, 1992 (106 Stat. 1016). Section 407(b) provides: Effective October I, .1992, the personnel, assets, liabilities, contracts, 
property, records, and unexpended balances ofappropriations, authorizations, and other funds employed, held, used. arising 
from, available or to be made available, which are related to the examination function provided by section 310 of the Small 
Business Investment Act of 1958 shall be transferred by the Inspector General ofthe Small Business Administration to the 
Investment Division ofthe Small Business Administration. 

9<I-fiIe clause allowing examinations to be performed by a private sector entity was added by § 208(tXl) ofP.L. 104-208. 
approved Sept 30,1996 (110 Stat 3009-745). 

91 Second sentence in subsection 310(b) added by § 216 ofP.L. 105-135, approved Dec. 2,1997 (Ill Stat. 2603). 

92Section 104 ofPL 100-590, approved Nov. 3, 1988 (102 Stat. 2993), added section 31O(c) and deleted the following from 
section 31O(b): 
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(I) it has engaged solely in lawful activities and those contemplated by 
this title; 

(2) it has engaged in prohibited conflicts of interest; 

(3) it has acquired or exercised illegal control of an assisted small 
business; 

(4) it has made investments in small bosinesses for" not less than five 
years; 

(5) it has invested more than 20 per centum of its capital in any individual 
.smaH business, ifsuch restriction is applicable'M; 

(6) it has engaged in relending~ foreign investments, or passive ,
investments; or 

(7) it has charged an interest rate in excess ofthe maximum permitted by 

law: 


Provided, Thai the Administration may waive the exantination (A) for up to one edditional . 
year if, in its discretion, it detennines such a delay would be appropriate, based upon the 
amount ofdebentures being issued by the company and its repayment record, the prior 
operating experience of tile company, the contents and results afme last examination and the 
management expertise of the company, or (B) if it is a company whose operations have been 
suspended while the company is involved in litigation or is in receivership. 

Valuations.(d)" V ALUA TIONS.

Each such cotnpany sbaH be examined at le<W once each yent. except that the Administrator may waive examination in 
the case ofa company whose operations have been suspended by reason ofthe fttc.t that the company is involved in 
irtigation or is in receivership, 

I'lThe phrase "not less than four years in the- case ofsection 30J{d) licensees and in all other cases," was delered by § 
208(hX1)(C) of PI-. 104-20l!. approved Sept: 30, 1996 (llO Stat. 3009-747). 

~1'Ilrase "ifsuch restriction is awlicabl<"'- by § 408(b)of PL 102'366, approved Sept. 4, 1992 (106 Slat. 1016). 

"Subsection 310(d) rewritten by §208(1)(2) "fP.L. 104-208, approved SepUO, 1996 (1I0 Stat. 3009-145). Textoffonner 
subsection 310( d} is repriTlted below: 

Each smaU business investment company shall adopt written guidelines for determination ofthe value of investments 
made by such company, The board ofdireetorn of oorporntions and the general partners ofpartnerships shall have the 
sole responSibility for making Ii good falth detennination ofthe fair market value ofthe investmentS made by such 
company. Dete.rminatioos shalt be made and reported to the Administration not less than semiannuaUy or at more 
frequent intervals as the Administration detemlmes appropriate: Provided. That any company which does not have 
outstanding (mancial assistance under the provisions ofthis title shaU be required to make such determinations and 
reports to the Administration annually. unless the Administration, in its discretion, determines otherwise. 
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(I) FREQUENCY OF VALUATIONS.· 


(A) IN GENERAL.·Each licensee sball submit to the Administrator 
a written valuation of the loans and investments ofthe licensee not less often than 
semiannually or otherwise upon the request of the Administrator, except that any licensee 
with no leverage outstanding shall submit such valuations annually, unless the Administrator 
determines otherwise. 

(8) MATERIAL ADVERSE CHANGES.-Not later than 30 days 
after the end ofa fiscal quarter ofa licensee during which a material ndverse change in the 
aggregate valuation of the loans and investments or operations of the licensee occurs, the 
licensee sball notilY the Administratorin writing of the nature and extent of that change. 

(C) 	 INDEPENDENT CERTIFlCATION.- Cenification and 
audit of fmandal 
statements.(i) IN GENERAL.-Not less than once during each fiscal 

year, each licensee shall subntit to the Administrator the financial statements ofthe licensee, 
audited by an independent certified public accountant approved by the Administrator. 

(ii) AUDIT REQUIREMENTS.·Each audit conducted 
under clause (il sball inclnde

(I) a review of the procedures and dccurnentndon 
used by the licensee in preparing the valuations required by Ibis section; and 

(II) a slatement by the independent certified public 
accountant that such valuations were prepared in conformity with the valuation criteria 
applicable to the licensee established in accordance with paragraph (2). 

(2) VALUATION CRlTERlA.-Eaeh valuation submitted under Ibis 
subsection sball be prepared by the licensee in accordance with valuation ctiteria, which 
sball

(Al be established or approved by the Administrator; and 

(8) include appropriate safeguards to ensure that the noncash assets 
ofa licensee are not overvalued. 

Sec. 31 I. INJUNCTIONS AND OTIlER ORDERS" 	 Injunctions. 
1$ USC 687c. 

(a) Whenever, in the judgment of the Administration, a licensee or any other 
person has engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation ofany provision of Ibis Act, or of any rule or regulation under this Act, 

~on 9 ofPL 87-341, approved Oct. J, 1901 (75 Stat. 755), added sec. 311 (a) (formerly substantially contained in section 
3Q8(e») and sec. 311(b) authorizing the appointment ofa trustee or, receiver. 
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or ofany order issued under this Act, the Administration may make application to the proper 
district court ofthe United States or a United States court ofany place subject to the 
jurisdiction of the United States for an order enjoining such acts or practices, Or for an order 
enforcing compliance with such provision, rule, regulation, Or order, and such courts shall 
have jurisdiction of such actions and, upon a showing by the Administration that such 
licensee or other person has engaged or is about to engage in any such acts or practices, a 
permanent or temporary injunction, restraining order, Or other order, shall he granted withem 
bond." 

(b) In any such proceeding the court as a court of equity may, 10 such extent as it 
deems necessary, take exclusive jurisdiction of the licensee or licensees and the assets 
thereof, when:ver located; and the court shall have jurisdiction in any such proceeding to 
appoint a trustee or receiver to hold Or administer under the direction ofthe court the assets 
so possessed. 

(c)" The Administration shall have authority to act as trustee or receiver of the Trustee. 
licensee. Upon request by the Administration, the court may appoint the Administration to 
act in such capacity 1.mless the court deems such appointment inequitable or otherwise 
inappropriate by reason ofthe special circumstances involved. 

Sec. 312. CONFLICTS OF INTERESr-' 	 Conflicts of 
interest. 
IS USC 687d. For the purpose ofcontrolling conflicts ofinterest which may he detrimental to small 

business concerns, to small business investment compani~ to the shareholders, partners) or 
members JOO ofejther~ or to the purposes ofthis Act, the Administration shall adopt 
regulations to govern transactions with any officer, director, shareholder~ partner. or member 
ofany sma11 business investment company, or with any person or concern, in which any 
interest, direct or indirect, financial or otherwise, is held by any officer, director, shareholder, 
partner, or memher of (I) any small business investment company, or (2) any person or 
concern with an interest, direct or indirect, financial Or othern1se. in any small business 
investment company. Such regulations shall include appropriate requirements for public 
disclosure (including disclosure in the locality most directly affected by the transaction) 
n~ssary to the purposes ofthis section, 	 Directors and 

officers, removal 
Sec. 313. REMOVAL OR SUSPENSION OF DIRECTORS AND OFFICERS OF or suspension. 
liCENSEES'" IS USC 687e. 

"smion 402(15) ofPL 98-620, approved Nov. 11, 1984 (98 Stat. 3357), repealed the last sentence which made an applj~n 
by S8A for an irtiunction or compliance <mier "a preferred cause" to be expedited in every way. 

"Sec. 311(e) added by § 6 ofPL 8').779, approved Nov. 6, 1%6 (SO Slat 1360). 

"Sec. 312 added by § 6 ofPL SS-273, 'PP"""'d Feb. 211, 1964 (78 Slat 147). The words ".rpartner" and "or paI1ners" added by 
§§ 106(f)(l)and (2) ofPL 94-)05, approved June 4, 1976 (90 Stat. 663). 

l~efurences to "roember[s)" throughout this section added by § 208(h)(l)(D) ofllL. 104-208, approved Sept 30, 1996 (j to 
Stu. 3009-747). 

11HSec. 313 added by § 7 ofPL 89~779. approved Nov. 6, 1966 (80 Stat. 1361). 
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(a) The Administration may serve upon any director or officer ofa licensee a 
Vlritten notice of its intention to remove him from office whenever, in the opinion ofthe 
Administration, such director of officer 

(I) has wiUfully and knowingly committed any substantial violation of

(A) this Act, 

(B). any regulation issued under this Act, or 

(C) a cease-and-desist order which has become flnal, or 

(2) has willfully and knowingly committed or engaged in any act, 
omission, or practice which constitutes a substantial breach of his fiduciary duty as such 
director or officer, and that such violation or such breach of flduciary duty is one involving 
persorud dishonesty on the part ofsuch director or officer. 

(h) In respect to any director or officer referred to in subsection (aJ, the 
Admlnistration may~ jf it deems it necessary for the protection of the licensee or the interests 
of the Administration, by written notice to such effect served upon such director or officer, 
suspend him from office andlor prohibit him from further participation in any manner in the 
conduct of the affairs of the licensee. Such suspension andlor prohibition shall become 
effective upon service of such notice and, unless stayed by a court in proceedings authorized 
by subsection (d), shall remain in effect pending the completion ofthe administrative 
proceedings pursuant to the notice served under subsection (aJ and until such time as the 
Administration shall dismiss the charges specifled in such notice, or, ifan order ofremoval 
andior prohibition is issued against the director or officer, until the effective date of any such 
order: Copies of any such notice shall also be served upon the interested licensee. 

(e) A notice of intention to remove a director of [sic; should read '1or1"] officer. as 
provided in subsection (a)~ shall contain a statement of the facts constituting grounds 
therefor, and sball fix a time and place at which a hearing "ill be held thereon. Such hearing 
shall be fixed for a date not earlier than thirty days nor later than sixty days after the date of 
service ofsuch notice, unless an earlier or a later date is set by the Administration at the 
request of(I) such director or officer and for good cause shown, or (2) the' Attorney General 
ofthe United States. Unless such director or officer shall appear at the hearing in person or 
by a duly authoriTed representative, he shall be deemed to have consented to the issuance of 
an order ofsuch removal. In the event of such consent~ or ifupon the record made at any 
such hearing the Administration shall find that any of the grounds specifled in such notice 
has been established, the Administration may issue such orders ofremoval from office as it 
deems appropriate. Any such order shall become effective at the expiration of thirty days 
after service upon such licensee and the director or officer concerned (except in the case ofan 
order issued upon consent, which shall become effective at the time specified therein), Such 
order shall remain effective and enforceable except to such extent as it is stayed, modified, 
tenninated, or set aside by action of the Administration or a reviewing court. 

Authority to 
stISpmd. 

Notice. 

Hearing. 

340 (Rev. 9) 



§313(d) (0 

§ 313(1)(2)
SMALL BUSINESS INVESlMENT ACT OF 1958 

(d) Within ten days after any director or officer bas been suspended from office 
and/or prohibited from participation in the condu<:t of the affairs of a licensee under 
subsection (b), such director or officer may apply to the United States district court for the 
judicial district in which the home office of the licensee is located, or the United States 
District Court for the District ofColumbia, for a stay of such suspension and/or prohibition 
pending the completion of the administrative proceedings pursuant to the notice served upon Jurisdiction, 
such director or officer under subsection (.), and such court shall have jntisdiction 10 Slay' 
such suspension and/or prohibition. 

Felony.(e) Whenever any director or officer ofa licensee is charged in any. infonn.tion, dishonesty or
indictment, or complaint authorized by a United States attorney, with the commission ofor breach of trust 
participation in a felony involving dislmnesly or breaclt of trust, the Administration may, by 
written notice served upon such director or officer, suspend him from office andIor prohibit 
him from further participation in any manner in the conduct of the affairs of the licensee. A 
copy of such notice shall also be served upon the licensee. Such suspension andIor 
prohibition shall remain in effect until such information, indictment, or complaint is finally 
disposed ofor until terminated by the Administration. In the event that a judgment of 
conviction with respect to such offense is entered against such director or officer, and at such 
time as such judgment is not subject to further appellate review~ the Administration may 
issue and Servf;~ upon such director or officer an order removing him from office. A copy of 
such order shall be served upon such licensee, whereupon such director or officer shall cease 
to be a director or officer ofsuch licensee. A fiuding ofnot guilty or other disposition of the 
charge shall not preclude the Administration from thereafter instituting proceedings to 
suspend or remove such director or officer from office and/or to prohibit him from further 
participation in licensee affairs, pursuant to subsection (a) or (b). 

(I) (I) Any hearing provided for in this section shall be held in the Federal H.armg. 
j~cial district or in the territory in which the principal office of the licensee is located uniess 
the party afforded the hearing consents to another place, and shall be conducted in 
accordance with the provisions of chapter 5 of title 5 of the United States Code. After sucll 
hearing, and within ninety days after the Administration has notified the parties that the case 
has been submitted to it for final decision, the Administration shall render its decision (which 
shall include findings of fact upon which its decision is predicated) and shall issue and cause 
to be s,erved upon each party to the proceeding an order or orders consistent with the 
provisions ofthi~ section. Judicial review ofany such order shall be exclusively as prwided Judicial 
in this subsection, Unless a petition for review is timely filed in a court ofappeals ofthe review. 
United States, as hereinafter provided in paragraph (2) of this subsection, and thereafter until 
the record in the proceeding has been filed as so provided, the Administration may at any 
time. upon such notice, and in such manner as it shall deem proper, modify, terminate. or set 
aside any such order. Upon such filing of the record, the Administration may modify, 
tennin~ or set aSide any such order with permission of the court. 

(2) Any party to such proceeding may obtain a review of any order served 
pursuant to paragraph (1) of this subsection (other than an order issued with the consent of 
the director or officer concerned, or an order issued under subsection (0) of this section), by 
filing in the court of appeals of the United Stales for the circuit in which the principal office 
of the licensee is located, or in the United States Court ofAppeals for the District of 
Columbia Circuit, within thirty days after the date of service ofsuch order. a v.ritten petition 
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praying that the order of the Administration be modified, terminated, or set aside. A copy of 
such petition shall be forthwith transmitted by the clerk ofthe court to the Administration, 
and thereupon the Administration shall file in the court the record in the proceeding, as 
provided in section 2112 of title 28 of the United States Code. Upon the filing of such 

[28 usc 2112].petition, such court shall have jurisdiction, which upon the filing of the record shall, except 
as provided in the last sentence of said parngraph (1), be exclusive, to affinn, modify, 
tenninate, or set aside, in whole or in part, the order of the -Administration. Review of such 
proceedings shall be had as provided in chapter 7 of title 5 of the United States Code. The 
judgment and decree of the court shall be final, except that the same shall be subject to 
review by the Supreme Court upon certiorari'as provided in section 1254 oftitle 28 of the 

[28 USC 1254]. United States Code. 

(3) The commencement of proceedings for judicial review under 
paragraph (2) of this subsection shall not, unless specifically ordered by the court, operate as 
a stay of any order issued by the Administration. 

15 USC 687f. Sec. 314. UNLAWFUL ACTS AND OMISSIONS BY OFFICERS, DIRECTORS, 
EMPLOYEES, OR AGENTS; BREACH OF FIDUCIARY DUTY"'. 

(a) Wherever a licensee violates any provision of this Act or regulation issued 
thereunder by reason of its failure to comply with the tenns thereof or by reason of its 
engaging in any act or practice which constitutes or will constitute a violation thereof, such 
violation shall be deemed to be also a violation and an unlawful act on the part ofany person 
who, directly or indirectly, authorizes, orders, participates in, or causes, brings about, 
counsels, aids, or abets in the commission ofany acts, practices, or transactions which 
constitute or will constitute, in whole or in part, such violation. 

(b) It shall be unlawful for any officer, director, employee, agent, or other 
participant in the management or conduct of the affairs of a licensee to engage in any act or 
practice, or to omit any act, in breach ofms fiduciary duty as such officer, director, 
employee, agent, or participant, if, as a result thereof, the licensee has suffered or is in 
imminent danger of suffering financial loss or other damage. 

(c) Except with the written consent of the Administration, it shall be unlawful 

(1) for any person hereafter to take office as an officer, director, or 
employee ofa licensee, or to become an agent or participant in the conduct ofthe affairs or 
managem~nt of a licensee, if -

(A) he has been convicted of a felony, or any other criminal offense 
involving dishonesty or breach of trust, or 

(B) he has been found civilly liable in damages, or has been 
pennanently or temporarily enjoined by an order, judgment, or decree of a court of competent 
jurisdiction, by reason of any act or practice involving fraud or breach oftrust; or 

1000Sec. 314 added by § 7 ofPL 89-779, approved Nov. 6,1966 (80 Stat. 1363). 
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(2) for any person to continue to serve in any of the above-described 
capacities, if, 

(A) h. is hereafter convicted ofa felony, or any other criminal 
offense involving dishonestly or breach of trust, or 

(B) he is hereafter found civilly liable in damages, or is 
permanently or temporarily enjoined by an order, judgmen~ or decree ofa court ofcomperent 
jurisdiction, by reason ofany act or practice involving fraud or breach of trust. 

5ec.315. PENALTIES AND FORFEITURES'" 	 15 USC 687g. 

(aJ Except as provided in suheeetion (b) of this section, a licensee whioh violates 
any regulation or written directive issued by the Adntinistrator, requiring the filing ofany 
regular or special repott pursuant to section 31O(b) of this Act, shall forfeit and pay to the 
United States a civil penalty ofnot more than $100 for each and every day of the continuance Penalty. 

of the licensee's failure to file such report, unless it is sho,\\<n that such failure is due to 
reasonable cause and not due to willful neglect The civil penalties provided for in this 
section shall accrue to the United States and may be recovered in a civil action brought by the 
AdnrinistratiolL 

(b) The Adntinistralion may by rules and regulations, or upon application of an 
interested party, at any time previous to such failure~ by order, after notice and opportunity 
for hearing. exempt in whole or in part,. any small business investment company from the 
provisions of subsection (a) of this section~ upon such terms and conditions and for such 
period of time as it deems necessary and appropriate, ifthe Administration fmds that such 
action is not inconsistent with the public interest Qr the protection of the Adm.inistration. The 
Administration may for the P1..lI'pOses of this section make any alternative requirements 
appropriate to the situation. 

Sec. 316. JURlSDICTlON AND SERVICE OF PROCESS'" 	 Jurisdiction. 
15 USC 687h. 

Any suil or action brought under section 308, 309, 311, 313, or 315 by the 
Administration at law or in equity to enforce any liability or duty created by, or to enjoin any 
violation of~ this Act, or any rule) regulation, or order promulgated thereunder, shall be 
brought in the district wherein the licensee maintains its principal office, and process in such 
cases may be served in any district in which the defendant maintains its principal office or. 
transacts business, or wherever the defendant may be found. 

Sec. 317.''' 	 [15 USC 80a, 

l8(1;)I· 

UUSec. 315 added by § 7 ofPL 89~779, approved Nov, 6,1966 (80 Stat 1364). 

'·S,," 316 added by § 7 ()fPL 89-779, approved Nov. 6, 1966 (30 Stat. 1364). 

"'5<oli"", 317 and 318 were deleted by § 208(11)( I)(E) ()fP"L. 104,208, approved Sop!. 30. 1990 (110 Stat. 3009,747). The 
same section redesignated old sections 319 - 322 as sections 317 ~ .no. respec:tiveJy. Text of fonner section 317 is reprinted 
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Section 18 of the Inveslment Company Act ofl940, as amended (15 U.S.c. 800- 18), 
is further amended by amending subsection (k) to read as follows: 

"(k) The provisions of subparagraphs (A) and (B) ofparagraph (I) ofsubsection (aJ 
ofthis section shan not apply to inveslment companies operating under the Small Business 
Investment Act of 1958, and the provisions ofparagraph (2) of said subsection shall not 
apply to such companies so long as such class of senior security shsll be held or guaranteed 
by the Small Business Administration." 

Sec. 318. GUARANTEED OBLIGATIONS NOT ELIGIBLE FOR PURCHASE BY 
FEDERAL FINANCING BANK'" 

Nothing in any provision oflaw shall be construed to aushorize the Federnl Financing 
Bank to acquire after September 30, 1985 

(I) any obligation the payment ofprincipal or interest on which bas .t any 
time been guaranteed in whole or in part under this tiUe, 

(2) any obligation which is an interest in any obligation described in 
paragraph (I), or 

(3) any obligation which is secured by, or substantially all oflbe value of 
which is attributable to, any obligation described in paragraph (I) or (2). 

Sec. 319. ISSUANCE AND GUARANTEE OF TRUST CERTIFICATES'" 

Prefened stocasset __ 

requirement, 
exemption. 

IS USC 687k. 

l5 USC 6871. 

below: 

Notwithstanding section 303(b), the effective rate ofinterest after Oetober 13. 1911. during the tim five years thereafter 
of the tenn of any debenture purchased by the Administration from a small business investment eotnpany undef 
,authority of section 303(<:-), shall be the greater of:3 per centum or;l percentage poiotl> below the interest rate 
determined PWSnalltto section 303(b). The Administration is authorized to apply interest paid to it by such company 
for the period from October 13, 1911, to the effective date Qfthis section, without interest thereon, to interest payable 
after such effective date. 

Text offormersectioo 318 is reprinted below: 

The Administration ~ authorized to extend the benefits ofsections 303(e) and 311 to any small business investment 
company operating under authority fif section 301(d) oHhis Act, and which is owned. in whole or in part, by one or 
more small business investment companies, in accordance with reguiatkms promulgated by the Administratioo. 

'''Section 318 (as redesignared by § 20S(h)(I)(E) ofP.L. 104-208) added by § l8004(0) ofPL 99-272, approved April 7, 1986 
(100 Sill!. 364). 

'~Sc<ti0ll319 (as redesignated by § 20S(h)(l)(E) ofP.L. 104-208)compktely rowri.en by § 404 ofPL 102-366, app,ovt,d 
4, J99l(I06Stat 1013). Textoffutmer§321 follows: 

(a) 	 The Administmtioo is authorized to issue trust certificates representing ownersbip of all or a fractional pM of 
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Issuance and(a) The Administration is authorized to issue trust Certificates representing guarantee of 
ownership of all or a frac.ional part ofdebentures issued by small business lovestmen! trust 
companies'" and guaranteed by the Administration under this Act, or participating securities certiftcates. 

debentures issued by small business investment companies, including companies operating under the authority of 
section 301(d), and guaranteed by the Adntmi.stral:ion under this: Act: Provided. Thai such I'ru$t certificates shall be 
based on and backed by a trust or pool approved by the Administration and composed solely ofguaranteed debentures. 

(b) The Administration is authorized, upon such tenns. and conditions as arc deemed appropriate, to guarantee the 
timely payment ofthe principal ofand interest on tnlSt certificates issued by the Administration or its agent for 
pufpooes ofthis section. Such guarantee shall be limited to the extent ofprinclpal and interest on the ~ 
debentures which compose the trust or pool. In the event that a debenture in such trust or pool is prepaid, either 
voJimtarlly or in the event ofdefimit, the guarantee of timely payment ofprlnclpal and interest on the trust cert:ificates 
shall be reduced in pn:tpQrtion to the amount of principal and interest such prepaid debenture representS in the trust or 
pooL Interest on prepaid or defaulted debentures shall accrue and be guaranteed by the Administration only through 
the date ofpayment on the guanmtee. During the term ofthe t:n.I$i certificate. it may be ealled for ~ due to 
prep.ymentor defiluk of all debentu= ron;tituting the pool. 

(e) The fun faith and credit ofthe United States is pledged10 the payment ohil l1m01l1li$ whieh may be tNuired 
to be paid under any guanmtee ofsuch trust certificates issued by the Administration or its 38ent pursuant to this 
section, ' 

(d) The Administration shall not collect any fee for any guarantee under this sect1()ft: Provided, That nothing 
herein shall preclude Imy agent ohhe Administration from collecting a fee approved by the Administration for tbe 
functions described in subsection (f)(2) of this section. ' 

(e) (I) In the event the Administration pays a claim under a guarantee issued under1his section, it shall be 
subrogated fully to the rights satisfied by such payrnrnt. 

(2) No State or local law, and no Federnllaw, shall preclude or limit the exercise by the Administration 
of its o\\'Jlership rights in the debentures constituting the trust or pool against whieb the trust certificates are issued. 

(f) The Administration shal1

(1) pro"ide for a eentral registration ofall trust eertificates sold pursuant to this section~ such central 
rtgistration shall include with respect to each sale, identification ofeach development cOltlpany. the interest rate paid by 
the development eompany; conunissions. fees.. or- discounts paid to broken and dealers in tntst certificates~ 
identification ofeach purchaser ofthe trust certlticate; (he price paid by the purchaser for the trust certificate; the 
interest rate paid on the trust certifieate~ the fees ofan)' _ forcairying out the functions described in paragraph (2); 
and such other infurmation as the Administration deems appropriate; 

(2) conttati with an agent to carry out on behalfoflbe Administration the Gefltrnl registmioo functions 
of this scctwn and the issuance oftrust certificates to facilitate poolings; such agent shal! provide a fidelity bond or 
insurnnell in such amounts as the Administration determines to be necessary to fully protedtbe interests Qfthe 
Government;: 

(3) prior to any sale, require the seUer to disclose to a purcltaset ofa trUst eertificate issued PUISlWlt to 
this section, infonnation on the terms, conditions, and yield of such instrument; and 

(4) have the authority to regulate brokers and dealers in trust certificates sold pursuant to this section. 

:Clphrase "including companies operating under the authority ofsection 301(d)" was deleted by § 208(hXl)(FXi) (lfP .L. 104
208, ",proved Sept. 30, .996 (110 Stat 3009.747). 
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which are issued by such companies and purchased and guaranteed pursuant to section 
303(g): Provided, That such trust certificates shall be based on and backed by a trust or pool 
approved by the Administration and composed solely of guaranteed debentures or guaranteed 
participating securities. 

(b) The Administration is authorized, upon such terms and conditions as are 
deemed appropriate, to guarantee the timely payment of the,principal ofand interest on' trust 
certificates issued by the Administration or its agent for purposes of this section. Such 
guarantee shall be limited to the extent of principal and interest on the guaranteed debentures 
or the redemption price of and priority payments on the participating securities, which 
compose the trust or pool. In the event that a debenture in such trust or pool is prepaid; or 
participating securities are redeemed, either voluntarily or involuntarily, or in the event of 
default ofa debenture or vohmtary or invohmtary redemption of a participatirig security, the 
guarantee of timely payment of principal and interest on the trust certificates shall be reduced 
in proportion to the amount of principal and interest such prepaid debenture or redeemed 
participating security and priority payments represent in the trust or pool. Interest on prepaid 
or defaulted debentures, or priority payments on participating securities, shall accrue and be 
guaranteed by the Administration only through the date ofpayment of the guarantee. During 
the tenn of the trust certificate, it may be called for redemption due to prepayment or default 
of all debentures or redemption, whether voluntary or involuntary, of all participating 
securities residing in the pool. 

(c) The full faith and credit of the United States is pledged to the payment of all 
amounts which may be required to be paid under any guarantee of such trust certificates 
issued by the Administration or its agent pursuant to this section. 

(d) The Administration shall not collect a fee for any guarantee under this section: 
Provided. That nothing herein shall preclude any agent of the Administration from collecting 

a fee approved by the Administration for the functions described in subsection (1)(2) of this 
section. 

(e) (1) In the event the Administration pays a claim under a guarantee issued 
under this section, it shall be subrogated fully to the rights satisfied by such payment, 

(2) No State or local law, and no Federal law, shall preclude or limit the 
exercise by the Administration of its ownership rights in the debentures or participating. 
securities residing in a trust or pool against which trust certificates are issued. 

(f) {I). The Administration shall provide for a central registration of all trust Registration of 

certificates sold pursuant to this section.109 trust certificates. 

Ul9Patagraph 319(f)(1) (as renwnbered) was rewritten by § 205(b)(1) ofP.L. 104-208, approved Sept. 30, 1996 (110 Stat. 3009
738). Text offonner 321(f)(1) is reprinted below: 

Such central registration shall include with respect to each sale

(A) identification ofeach small business invesnnent company; 

(B) 	 the interest rate or prioritized payment rate paid by the small business invesnnent company; 
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(2) The Administrator shall contract with an agent or agents to carry out 
on behalf ofIl,e Administration the pooling and the central registration functions of this 
section including, notwithstanding any other provision of law~ maintenance on behalf ofand 
under the direction of the Administration, such commercial bank accounts or investments in 
obligations of the United States'" as may be necessary to facilitate trusts or pools backed by 
debentures or participating securities guaranteed under this Act, and the issuance oftrnst 
cenificates to facilitate such poolings. Such agent or agents shall provide a fidelity bond or 
insurance in such amounts as the Administration determines to be necessary to fully protect 
the interests ofthe Government 

(3) Prior to any sale, the Administrator shall require the seller to disclose 
to a purchaser ofa trust certificate issued. pursuant to this section, information on the terms, 
conditions, and yield of such instrument. 

(4) The Administrator is authorized to regulate brokers and dealers in !rust 
certificates sold pursuant to this seetion. 

(S)IH Nothing in this subsection shall prohibit the use of a book-entry or 
other electronic form ofregistration for trust certificates. 

Sec. 320. PERIODIC ISSUANCE OF GUARANTEES AND TRUST tS usc 687m. 
CERTIFICATES'" 

Periodio 
issuance ofThe Administration shall issue guarantees under seetion 303 and trust certificates guarantees and

under section 319 at periodic intervals of not less than every 12 months'" and shall do so at trust 
cern fic;ates. 

(C) commissions, fees, or discounts paid to brokers and dealers in trust certificates; 

(0)' identiticaUllIl of each """,rum" of!he tnISl _; 

(E) the priee paid by !he ~ for !he tnISl _ficate; 

(f) the interest rate on the trust ~ficate; 

(G) the fee of any agent for carrying out the functions described in paragraph (2); and 

(H) such other infQrm<mon as the Administnl:tion deems appropriate. 

ll~ "or investments in obligations of the United States." added by § 208(h)(I){F}(ii) ofP.L. 104-208, approved Sept. 30, 

1996 (l!O Stat. 3009-747). 


"'P"'greph 3 19(I)(S) added by § 20S(b)(2) o[P.L. 104-208, approved Sept. 30, 19% (110 StaL 3009-738). 


"'Section 320 (as redesignatcrl by § 208(hXl)(E) o[P.L. 104·208) added by § 106(.) ofPL 10(),S9Q, approved Nov. 3, 1988 

(102 Slat. 2993). 


1\) "Three months" changed to «6 mo." by § 215(e) ofP.L lOS~135, approved Oct;. 2. 1997 (lJ 1 Stat 2603). "Six 

months" changed tQ "'12 months'" by § 2(d)(2) ofP.L. 106-9, approved April 5, 1999 {l13 Stat. 17}. 
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such shorter intervals as its [sic] deems appropriate, taking into ""nsideration the amount and 
number of such guarantees Or trust certificates, ' 

TITLE IV - GUARANTEES 

PART A - LEASE GUARANTEES 

See. 401. AUTHORITY OF THE ADMINISTRATION'" IS USC 692. 

Lease(a) The Administration may) whenever it d~ines such action to be necessary 
guaranlees.or desirable .. and upon such terms and conditions as it may prescribe, guarantee the payment 

ofrentals under leases ofcommercial and industrial property entered into by small business 
concerns to enable such concerns to obtain such leases,IIS Any such guarantee may be made 
or effected either directly or in cooperation with any qualified surety company or other 
qualified company through a participation agreement with such oompany. The foregoing 
powers shall be subjee~ however, to the following restrictions and limilations: 

(I) No guarantee shall be issued by the Administration (A) if a guarantee 
meeting the requirements of the applicant is otherwise available on reasonabJe term~ and (B) 
tmless the Administration detennines that there exists a reasonable expectation that the sma11 
business concern in behalfof which the guarantee is issued will perform the covenants and 
conditions of the lease, 

(2) The Administration shall, to the greatest extent practicable, exercise 
the powers conferred by this section in cooperation with qualified surety or other companies 
on a participation basis. 

(b) The Administration shall fix a uniform annual fee for its shan: of any Fees. 
guarantee under this section which shall be payable in advance at such time as may be 
prescribed by the Administrator. The amount ofany such fee shall be determined in 
accordance with sound actuarial practices and procedures, to the extent practicable, but in no 
case shall such amount exc~ on the Administration's share ofany guarantee made under 
this part,llfi 2-112 per centum per annum ofthe minimum annual guaranteed rental payable 
under any guarantee lease: Provided, That the Administration shall fix the lowest ree that 
experience under the program established hereby bas shown to be justified. The 

l!'Originai tide IV, which provided fot the conversion ofState chartered investment companies and State development 
companies mtQ SBles, was repealed by § I i{f) ofPL 87-341, approved Oct. 3, 1961 (75 Stat. 756), and new Title lV,lease 
Guarantees, was added by § 316(a) ofPL 89-111. the Housing and Urban Development Act of 1965. approved Aug. 10. 1965 
IJ9 Slat. 482). Title beading omended by § 911(aXl) ofPL 91-609, the Housing and Urban Development Act of 1970. 
approved Dec. 31, 1970 (84 Stat IS 12). [Beginning with FY 1977, no appropriation for new tease guarantees has been made,] 

ll!ISection 209 ofPL 90.104, approved Oct. 1t, 1967 (81 Stat 27t), extended the lease guarantee program to small business 
concerns generaUy by deleting the language which had limited the program to small concerns displaced by federaUy aided 
~tion or eligib/t- for title IV loans under the Economic Opportunity Act of 1964 (42 USC 2901 et seq.), 

Ur.-rbe refert:nce to ''this part" inserted in lieu of''this tide" by § 911(a)(2) ofPL 91-009, the Housi.ngand Urban Development 
Act of 1970. approved Dec, 31, 1970 (84 Stat. 1812). 

34& (Rev. 9) 



§ 401(0) to 
§402 

SMALL BUSINESS INVESTMENT ACT OF 1958 

Administration may also fix such uniform fees for the processing of applications for 
guarantees under this "",tion as the Administrator determines are reasonable and necessary to 
pay the administrative expenses that are incurred in connection therewith. 

(c) In connection with the guarantee ofrentals under any lease pursuant to 
authority con/erred by this section, the Administrator may require, in onfer to minimize the 
financial risk assumed under such guarantee 

(I) that the lessee pay an amount, not to exceed one-fourth ofth. Escrow. 
minimum guaranteed annual rental required under the lease, which sball be held in escrow 
and shall be available (A) to meet rental charges accruing in any month for which the lessee 
is in default, or (B) ifno default occurs during the term ofthe lease, for application (with 
accrued interest) toward fmal payments ofrental charges under the lease; 

(2) that upon occurrence of a default under the lease, the lessor shall, as a 
condition precedent to enforcing any claim under the lease guarantee, utilize the entire 
period, for which there are funds available in escrow for payment ofrentals, in reasonably 
diligent efforts to eliminate or minimize losses. by releasing the commercial or industrial 
property eovel'ed.by the lease to another qualified tenant, and no claim sball be made or paid 
under the guarantee until such effort has been mad. and such escrOw funds have been 
exhausted; 

(3) that any guarantor of the lease will become a successor ofth. lessor 
for the purpose of collecting from a lessee in default rentals which are in arrears and v.ith 
respect to which the lessor has received payment under a guarantee made pursuant to this 
section; and 

(4) such other provisions, not inconsistent with the purposes of this part, 1 17 

as the Adminiairator may in his discretion require. 
r;, 

Sec. 402. POWERS 
15 USC 69l. 
Administrator,

Without Hmiting the authority conferred upon the Administrator and the 
POW""'·

Administration by section 20 I'" of this Act, the Administrator aod the Administration shall 
have, in the performance of and with respect to the functions, powers, and duties conferred 
by this part, all the authority and be subject to the same conditions prescribed in section 5(b) 
of the Small Business Act with respect to loans, including the authority to execute subleases, 
assigrunents of lease and new leases with any person. fll1Tl,.organization t or other entity~ in 
order to aid in the liquidation ofobligations of the Administration hereunder. 

mThe reference to ''this part'" inserted in lieu of"this title" by § 91 J(a)(2) ofPL 91..609, the Housing and Urban Development 
Atlofl970,appo",e<!De<.31, 1970(84 Stat 18.2). 

11'The "section 201" authority referred to was transferred from sec. 201 to new sec. 308(0 pursuant to PL 89~779. approved 
Nov. 6, 1966 (80 Stat. 1359). 
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Sec. 403. FUND [Repealed]!19 

Sec. 404. POLLUTION CONTROL!20 

(a) For purposes of this section, the tenn

(1) "pollution control facilities" means such property (both real and 
personal) as the Administration in its discretion determines is likely to help prevent, reduce, 
abate, or control noise, air or water pollution or contamination by removing. altering, 
disposing or storing pollutants, contaminants, wastes, or heat, and such property (both real 
and personal) as the Administration determines will be used for the collection, storage, 
treatment, utilization; processing, or final disposal of solid or liquid waste. 

(2) "person" includes corporations, companies, associations, finns, 
partnerships, societies, joint stock companies, States, territories, and possessions of the 
United States, or subdivisjons of any of the foregoing, and the District of Columbia. as well 
as individuals. 

, 
(3) "qualified contract" means a lease, sublease, loan agreement, , 

installment sales contract. or similar instrwnent, entered into between a small business 
concern and any person. , 

"Pollution 
control 
facilities." 

"Person." 

"Qualified 
contract." 

(b) The Administration may; whenever it detennines that small business concerns 
are or are likely to be at an operational or financing disadvantage with other business 

119Sec.403 repealed and remaining funds transferred to business loan and investment fund, §§ 4(c)(l) and (2) of the Small 
Business Act, by § 111(b) ofPL 100-590, approved Nov. 3, 1988 (102 Stat 2995). Text ofsection 403 and its legislative history 
set out below: 

There is hereby created within the Treasury a separate fund for guarantees which shall be available to the Administrator 
without fiscal year limitations as a revolving fund for the purposes ofsection 401. All amounts received by the 
Administrator, including any moneys, property, or assets derived by him from his operations in connection with section 
401, shall be deposited in the fund. All expenses, excluding administrative expenses, pursuant to operations of the 
Administrator under section 401 shall be paid from the fund. 

Sec. 403 rewritten by § 911(a)(3) ofPL 91-609, the Housing and Urban Development Act of 1970, approved Dec. 31, 
1970 (84 Stal1812), to increase the amount ofthe revolving fund and extend its use to the Surety Bond Guarantees 
underPart B of Title IV. Sec. 403 rewritten by § 6(a) OfPL 93-386, the Small Business Amendments of 1974, 
approved Aug. 23, 1974 (88 Stat 742), to establish a separate revolving fund to provide capital for Surety Bond 
Guarantees under Part B of Title IV. The amount authorized for the sec:403 fund was previously set at $10 million by 
§ 911(a)(3) ofPL 91-609, to be shared by the Surety Bond Program and the Lease Guarantee Program under Part A of 

Title IV. (See sec. 412 for the Surety Bond Pro~ Revolving Fund.) Sec. 403 rewritten in its current language by 
§ 103 ofPL 95-89, approved Aug. 4, 1977, effective Oct I, 1977 (91 Stat 553). The authorization language was 

transferred to § 20 ofthe Small Business Act; SBA was no longer required to pay interest to the Treasury on 
appropriated funds to be used to pay claims Wlder the Real Estate Lease Guarantee Program and the authority to invest 
idle funds obtained as fees was also eliminated. "Section 401" was substituted fOT "this part" by § 103 ofPL 94-305, 
approved June 4, 1976 (90 Stat. 663.) 

'2°Added by § 102 ofPL 94-305, approved JWle 4, 1976 (90 Stat. 663). While this section has not been repealed, the 
has been transferred to § 7(a)(12)(B) of the Small Business Act by § Ill(c) ofPL 100-590, approved Nov. 3, 1988 
2995), as a guaranteed financing program pursuant to that section. 
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concerns with respect to the planning, design, or installation of pollution control facmti~ or 
the obtaining of financing therefor (including financing by means ofrevenue bonds issued by 
States, political subdivisions thereof, or other public bodies), guruantee the payment of 
rentals or OthCT amounts due undCT qualified contnicts. Any such guruantee may be made or 
effected either directly or in cooperation with any qualified surety company or other qualified 
company through a participation agreement with such company. The foregoing powers shall 
be subject, however, to the following restrictions and limitations: 

(l) Notwithstanding any othedaw, rule, or regulation or fiscal policy to 
the contrary, the guarantee authorized in the case ofpollution control fucilities or property 
shall be issuedIII when such property i. acquired by the use ofproceeds from indostrial 
revenue honds which provide the holders interest which is exempt from Federal income 
tax, tl, and the Administration is expressly prohibited from denying such guruantee due to the 
proparty being so acquired. 

(2) Any such guarantee shall be for the full amount of payments due under 
such qualified contract and shall be a full faith and credit obligation of the United States. 

(3) No guruantee shall be issued by the Administration uuless the 
Administration determines that there exists a reasonable expectation <!sat the smallbusiness 
concern in behalf of which the guruantee is issued will perform the covenants and conditions 
of the qualified contract. 

(c) The Adtainistration sball fix a uulform annual fee for any guarantee issued Fee,. 
under this section which shall be payable at such time and under such conditions as may be 
prescribed by the Administrator. The fee shall be set at an amount which the Administration 
deems reasonable and necessary and shall be subject to periodic review in order <!sat the 
loWest fee <!sat experience under the program shows to be justified "ill be placed into effeet. 
In no case shall such amountll3 be less than 1 per centum or more than 3~112 per centum per 
annum of the minimum annual guruanteed rental payable under any qualified contract 
guaranteed under this section. The Administration may also fix such uulfonn fees for the 
processing of applications for guarantees under this section as the Adm.inistrator determines 
are reasonable and necessary to pay the administrative expenses that are incurred in 
connection thereVlith. 

(d) In connection with the guarantee ofrentals under any qualified contract 
pursuant to authority cooferred by this section, the Adtainistrator may require, in order to 
minimize the frnancial risk assumed under such guarantee

(I) that the lessee pay an amount, not to exceed one-fourth of the average 
annual payments for which a guarantee is issued under this section~ which shall be held in 

"'''Sball be issued" substituted for "may be issued" by § 115(1) ofPL 98473, .pprovedOct. 12, 1984 (98 Slat 1967). 

l:t.tclause following footnote signal added by PL 98473,~. 

rUFec bracketed between one and 3~tl2%{instead ofprior ceiling of3~II2%) by § 115(3) ofPL 98-473, approved Oct. 12, 19847 

Joint Rewlution [98 Stat 1837 at 1967]. 
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escrow and shall be available (A) to meet rental charges accruing in any month for which the 
lessee is in default, or (B) ifno default occurs during the tenn of the qualified contract, for 
application (with accrued interest) toward ftnal payments of rental charges under the 
qoa1ifted contract; 

(2) that upon occurrence of a default under the qoa1ifted contract, the 
lessor shall, as a condition precedent to enforcing any claim WIder the qualified contract 
guarantee, utilize the entire period, for which there are fwtds available in escrow for payment 
of rentals, in reasonable diligent efforts to eliminate or minimize losses, by releasing the 
property covered by the qualified contract to another qualified lessee, and no claim shall be 
made or paid WIder the guarantee until such effort has been made and such escrow funds 
have heen exhausted; 

(3) that any guarantor of the qualified contract will become a successor of 
the lessor for the purpose of collecting from a lessee in default rentals which.are in arrears 
and with respect to which the lessor has received payment under a guarantee made pursuant 
to this section; and 

(4) such other provisions, not inconsistent with the purposes of this 
section as the Administrator may in his discretion require. 

(e) Any guarantee issued under this section may be assigned with the pennission 
of the Administration by the person to whom the payments under qualified contracts are due. 

15 USC 694-:.!.. (f) Section 402 shall apply to the administration of this section . 
Pollution 
control

Sec. 405. revolving fund. 

There is hereby created within the Treasury a separate fund for guarantees which shall 
be available to the Administrator without fiscal year limitations as a revolving fund for the 
purpose of section 404. All arnOlUlts received by the Administrator, including any moneys, 
property, or assets derived by him from his operations in cormection with section 404 shall be 
deposited in the fund. All expenses and payments, excluding administrative expenses, 
pursuant to operations of the Administrator under section 404 shall be paid from the fund. . 
Moneys in the fund not needed for the payment of current operating expenses or for the 
payment of claims arising under this part may be invested in bonds or other obligations of, or 
bonds or other obligations guaranteed as to principal and interest by, the United States; 
except that moneys provided as capital for the fund shall not be so invested.12S 

PART B -- SURETY BOND GUARANTEES'26 

124Sec. 405 rewritten by § 104 ofPL 95-89, approved Aug. 4.1977, effective Oct 1, 1977 (91 Stat. 553). The authorization 
language was transferred to § 20 of the SmaJl Business Act; SBA is no longer required to pay interest to the Treasury on 
appropriated funds to be used to pay claims under this program and the authority to invest idle funds was ended. 

IllLast sentence added by § 112 ofPL 96-302, approved July 2, 1980 (94 Stat. 833). 

126part B added by § 911(a)(4) ofPL 91-609, the Housing and Urban Development Act of 1970,.approved Dec. 31,1970(84 
Stat. 1812). 
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Sec.4lO. DEFlNlTIONS 

As used in this part 

(I) 'the tenn "bid bond" means. bond conditioned upon the bidder on a 

contJ:3c! entering into the contract, if he receives the award thereof, and furnishing the 

prescribod payment bond and parformance bond. 


(2) the term "payment bond" means a bond conditioned upon the payment 
by the principal ofmoney to persons under contract with him. 

(3) the term "parformance bond" means a bond conditioned upon the 

completion by the principal ofa contract in accordanee with its tenDS. 


(4) the term "surety" means the person who, CA) under the tenDS ofa bid 
bond, undertakes to pay a sum of money to the obligee in the event the principal breaches the 
conditions of the bond, (9) under the terms of a parfonnance bond, undertakes to incur the 
cost of fulfilling the terms of. contract in the event the principal breaches the conditions of 
the contract, (C) under the terms of a payment bond, undertakes to make payment to all 
perscns supplying labor and material in the prosecution of the work provided for in the 
contract if the principal fulls to make prompt payment, or (D) is an 'gent, independent agent, 
underwriter, or any other company or individual empowered to act on hehalf of such 
person. 127 

(5) the term "obligee" means (A) in the case ofa bid bond, the person 

requesting bids for the performance ofa contract. or (8) in the case ofa payment bond or 

performance bond, the person who has contracted with a principal for the completion of the 

conlmet and to whom the obligation of the surety runs in the event ofa breach by the 

principal of the conditions of a payment bond or perfonnance bond. 


(6) the term "principal" means (A) in the case of. bid bond, a person 
bidding for the award of a contract, or (B) the perso" primarily liable to complete a contract 
for the obHgee, or to make payments to other persons in respect ofsuch contract, and for 
whose perform,",ce ofhis obligation the surety is bound under the terms ofa payment or 
performance bond. A principal may bc a prime contractor or a subcontractor. 

(7) the term "prime contractor" means the person with whom the obligee 
has contracted to perfonn the contract 

(8) the tenn "subcontractorI' means a person who has contracted with a 

prime contractor or with another subcontractor to perfonn a contract 


.SecAIL AlITHORlTY OF THE ADMfNISTRATION'" 

"'See.410(4)(D) added!,y § 110 ofPL 95·507, approved Oct 24, 1978 (92 Stat 1757). 

15 USC 694•• 

"Bid bond." 

"Payment bond. 

"'Performance 
bond" 

"Sure!}"'. 

"Obligee," 

"PrincipaL" 

"Subcontr:ac~ 

tor." 

15 USC 694b. 

t:nScc. 411(a) wbstantillUy rewritten by § 202 ofPL 1(10..$90, approved Nov. 3.1988 (102 Stat. JOO7). For prior text. s~ § 
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(a) (1) The Administration may, upon such tenns and conditions as it may 
prescribe, guarantee and enter into commitments to guarantee any surety against Joss 
resulting from a breach of the terms ofa bid bond, payment bond, performance bood, or 
bonds ancillary thereto, by a principal on any contract up to $1,250,000.''' 

(2) The terms and conditions ofsaid guarnntees and cominitrnents may 
vary from surety to surety on the basis of the Administration's experience with the particular 
surety. 

(3)". The Administration may authorize any surety, without further 
Administration approval~ to issue. monitor. and service such bonds-subject to the 
Administrationfs guarantee. 

(4) No such guarantee may b. issued, unIess-

(Al the person wbo would be ptincipal under the bond is a small 
business concern; 

(B) the bond is required in order for such person to bid on a 
oontract~ or to serve as a prime contractor or subcontractor thereon;

(C) such person is not able to obtain such bond on reasonable terms 
and conditions without a guarantee under this section; and 

(0) there is a reasonable expectation that such principal will 
perform the covenants and conditions of the contract with respect to which such bond is 
required, and the terms and conditions of such bond are reasonable in the light ofthe risks 
involved and the extent ofthe surety's participation, 

(5)'" (Al Tbe Adminisuation shall promptly act upon an application 
from a surety to participate in the Preferred Surety Bond Guarantee Progrnm, authorized by 
paragraph (3), in accon1anee with criteria and procedures established in regulations pursuant 
to subsection (d). 

II t ofPL 95·507,approved Oct. 24, 1978 (92 Stat 1758).. 

l1!!"Sl,250,OOO" Inserted in lieuof"$I,OOO,OOO". per § 18014 ofPL 99-272. approved April 7, 1986 (100 Stat, 370), 

~~ '- ~'Expinltion OOto "fthis section changed to September 30, t994, by § 2;6(.) ofP.L. 101·574, approved Nov. 15, 1990 (104
\'~\ -.sw.2823). [Section 206 ofP.L, 100.590, approv<dNov. 3, 1988, as amended by § 216(b) ofP.L. 101·574, requires the 
~\ Comptroller General ofthe U.s. to report on the success Qfthi$ proviSion oot later than March I, 1994, and cover the period Oct. 

1,1990, through Sept. 30. 1993,J 

"'Paragraph 411(0)(5} added by § 206(0) ofP,L. WHOS, appwved Sept 30. 1996 (110 Sw.1009·738), Secti0ll206(b) 

I04~208 provides that "[tJhe amendmeots made by subsection (a) shall apply with. respect to applications received (or pending 

substantive evaluation) on or after October 1, 1995." 
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(B) The Administration is authorized to reduce the allotment of 
bond guarantee authority or tennmate lhe participation of a surety in the Preferred Surety 
Program [sic I Guanmtee Program based on lhe tate ofparticipation of such surety during the 
4 most recent fiscal year quarters compared to the median Yate of participation by lhe other 
sureties in the program. 

Indemnifi~, (b) Subject to the provisions of this section, in connection with the issuance by 
cation.the Adminislrntion of a guarnntee to a surety as provided by subsection (a), lhe 

Administration may agree to indenutify such surety against a loss sustained by such surety in 
avoiding or att,empting to avoid a breach oflhe terms ofa bond guarnnteed by the 
Administration pursuant to subsection (aJ: Provided, however

(l) prior to malting any payment under this subsection, lhe Administration 
sball first deterotine lhet • breach ofthe tenns of such bond was imminent; 

(2)'" a surety must obtain approval from the Administration prior to making 
any payments pursuant to this subsection unless the surety is participating under the authority 
ofsubsection (0)(3); and 

(3) no payment by the Adminislrntion pursuant to this subsection sball 
exceed 10 per centum ofthe contract price unless the Administrator deterotines that a greater 
payment should be made as a result of a findiog by lhe Administrator that the surety's loss 
sustained in avoiding or attempting to avoid such breach was necessary and reasonable, 

In no event shall the Administration pay a surety pursuant to this subsection an amount Limitation. 
exceeding the guaranteed share of the bond available to such surety pursuant to subsection 
(a)m 

(0)'" Any guarantee or agreementto indemnify under this section sball obligate the 
Administration to pay to the surety a sum-

(I) not to exceed 70 per centum ofthe loss incurred sed paid by a surety 
authorized to issue bonds subject to the Administration's guarantee under subsection (.)(3); 

(2) no. to exceed 90 per centum of the loss incurred sed paid in the case of 
a surety requiring the Administrationls specific approval for the issuance of such bond, but in 

mSection 411(bX2)was rewnUen by § 203(a) ofPL 100~590, approved Nov, 3, 1988 (102 Stat 3008), which deleted existing 
paragraph 411(b){3), inserted new paragraph (2), and renumbered existing paragraph {2} as paragrapb (3), For prior version, see 
§ U 1 ofPL 95·507, approved 0,"24, 1978 (92 Stat. (758), , 

"'Lastse"'""", in §41 1(b) added by § 20l(aX5)ofPL 100·590, approved Nov. 3, 19118 (102 Stat 3008), 

IJ4Sec. 411(c) rewritten by section 203(b) ofPL 100-590. FOTprior version. see § ! J5 ofPL 96-302> approved July 2, 19S0 (94 
Stal833), Section 5(.) ofPL 100-442, the Indian financing Act of 1988, approved Sept, 22, 1988 (102 Sm, 17(4) authorizes 
the Secretary of the Interior to provide a suppJemental surety bond guara:ntee not to exceed 20% ofany loss for any Indian 
individual or economic enterprise eligible for li surety guarantee Uf'Irder § 411 ofthe Smail Business Investment Act For text of 
PL 100442, see the Related Provisions of Law section of this Handbook. 
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no event may the Administration make any duplicate payment pursuant to subsection (b) or 
any other subsection; 

(3) equal to 90 per centum of the loss incurred and paid in the case ofa 
surety requiring the Administration's specific approval for the issuance of it bond, if

(A) the total amount ofthe contract at the time of execution ofthe 
bond or bonds is $100,000 or less, or 

(8) the bond was issued to a small business concern owned and 
controlled by socially and econontically disadvanmged individuals as deftned by section Sed) 
of the Small Business Act or to a qualifted HUBZone small business concern (as deftned in 
section 3(P) of the Small Business Act"'; or ' 

(4) deterntined pursuant to subsection (b), ifapplicable. 

(d) The Administration may establish and periodically review regulations for Regulations.
participating sureties which shall require such sureties to meet Administration standards for 
underwriting, claim practices, and loss ratios. 

SBA not liable(e) Pursuant to any such guarantee or agreemen~ the Administration snail if··
reimburse the surety, as provided in subsection (c) of this section, except that the 
Administration shall be relieved ofall liability if,

(I) the surety obntined such guarn:rttee or agreement, or applied for such 
reimbursement, by fi:aud or material misrepresentation, 

(2) the total contract amount at the time ofexecution of the bond or bonds 
exeeeds $1,250,000,''' 

(3)'" the surety has breached a material term or condition of such guarantee 
agreement~ or 

(4) the surety has substantially violated the regulations promulgated by the 
Administration pursuant to subsection (d). 

(t) The Administration may, upon such terms and eonditions as it may prescribe. 
?-dopt a procedure for reimbursing a surety for its paid losses billed each month, based upon . 
prior monthly payments to such surety, with subsequent adjustments after such disbursement. 

m Reference to "qualified HUBZone smaJi business concern" added by § 604(d) ofP.L, I OS~ 135. approved Dec. 2, )991 
(Ilt SIllt. 2633). 

116"$1,250,000" inserted in lieu of ''$1 ,000.000", per § J8014 ()fPL 99-272. approved April?, 1986 (I 00 Stat 370). 

"'Paragraphs 411(0)(3) and (4) added by § 20l(e)ofPL I{)()"S9Q, approved Nov" 3, 1988 (102 Slat. 30(8). 
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(g)'" (I) Each participating surety shall make reports to the Arlministration .1 Reports to 
such times and in such fann as the Administration may require: SSA. 

(2) The Administration may at all reasonable times audil, in the offices of 
a participating surety, all documents, files, books, records, and other material relevant to the 
Administration's guarantee, commitments to guarantee~ or agreements to indemnify any 
surety putSUllllI to this section. 

(3) Each surety participating under the authority ofparagraph (3) of Auditor 
subsection (a) shall be audited at least once each year by exantiners selected and approved by surety. 
the AdministratiolL .. 

Fees.(h) The Administration shall administer this Part on a prudent and economically 
justifiable basis1J!Jand establish ~ch fee or fees for s'maH business concerns and premium Qr 
premiums for sureties as it deems reasonable and necessary; to be payable at such time and 
under such conditions as may be detennined by the Adm.inistration. 

(i) The provisions of seclion 402 shall apply in the administration ofthi. seclion. 
15 USC 695. 

Sec. 412. Surety bond 
guarantee 

(a). There is hereby created within the TreasUry. separate fund for guaranlees fund. 

which shall be available 10 the Administrator without fiscal year limitation as a revolving 
fund for the pnrposes of this part. All amounts received by the Administrator, including any 
moneys, property, or assets derived by him from his operations in cOJUlection with this part, 
shall be deposited in the fund. All expenses and payments, excluding administrative 
expenses, pursuanllo operations of the Administralor under this part shall be paid from the 
fund. 141 

(b)'" Such sruns as may be appropriated tQ the Fund to carry out the programs 
authorized by this part shall be without fiscal year limitation. 

--_._--,-. 

mParagrap/ls(!)lIIld (3) 01_ 41 I(g) added by § 204 GIPL loo-590,@!Jl!l!. 

Intne phrase "administer dtis program on a prudent and eoonotnieally justifiable basis" added to the original § 411 by § 1 l(a) of 
PL 9H86, the Small Business Am_ISof 1974, approved Aug. 23, 1974 (88 Smt 742). Subsection (hi fo,"",rly (c), 
entirely rewritten by said section. 10 distinguish between fees payable by small concerns, and premiums paid by sureties, and to 
eliminate sevcnll sentences, 

"'Sec. 412, add«! by § 6(.)(4) ofPL 93-JI!6, Ibe Small Business Amendments of 1974, approved Aug. 23, 1974 (88 S .... 742), 
was rewritten by § 105 ofP!.. 95-89, approved Aug. 4, 1911. effective Oct 1, 1971 (91 Stat. 553). Theauthori7..atioo language 
was transferred to § 20 of the Small ausinet!s Act; SSA is no looger required to pay interest to the Treasury on appropriated 
funds to be used «I pay clalms under this program and the authority to invest idle funds was modified, 

j'''Last sentence. repealed by § III ofPL %-302, approved July 2, 1980 (94 Stat, 833), authorized investment offuOOsnot 
needed fnr operating ~nses or claims payments to be invested in U.S. bonds and U.S. guaranteed obligations, exeept for 
moneys provided as capitaL See § 6(a) ofPL 93-386, approved Aug. 23, 1914 (8& Stat 742), 

H1Existing § 412 redesignated (a) and subsection 412(b) added by § 20S ofF£., 100·590. approved Nov. 3, J9&3 (102 Stat 3(09). 
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TITLE V -- LOANS TO STATE AND LOCAL DEVELOPMENT COMPANIES 

Sec, 501 STATE DEVELOPMENT COMPANIES, 15 USC 695. 

s_(a)'" The Congress hereby finds and declares that the purpose of this title is to 
developmentfoster economic development and to create or preserve job opportunities in both urban and 
companies.rural areas by providing long-term financing for small business concerns tInough the 

development company program authorized by this title, 

(1)) The Administration is authorized to make loans to State development 
companies to assist in carrying out the purposes of this Act. Any funds advanced under this 
subsection sban be in exchange for obligations ofthe development company which bear 
interest at such rate, and contain such other term~ as the Administration may fix, and funds 
may be so advanced without regard to the use and investment by the development company 
of funds secured by it from other sources, 

(c) The total amOlmt ofobligations purchased and outstanding at anyone time by 
the Administration under this section from anyone State development company shall not 
exceed the total amount borrowed by it from all other sources, Funds advanced to a State 
development company under this section shall be treated On an equal basis with those funds 
borrowed by sucb comPany after the date of the enactment ofthis Act, regardless of source, 
which bave the highest priority, except when this requirement is waived by the 
Administrator, 

(d)'" In order to qualifY for assistance under this title, the development company 
must demonSlTate that the project to be funded is directed toward at least One of the following 
economic development objectives

(1) the creation ofjob opportunities within two years of the completion of 
the project or the preservation or retention ofjobs attributable to the project~ 

(2) improving the economy of the locality, such as stimUlating other 
business development in the community, bringing new income into the area. or assisting the 
community in diversifying and stabilizing its economy; or 

(3) the achievement of one or more of the following public policy goals: 

(A) business district revitalization, 

(B) expansion of exports, 

14lSubsect1;;ms 501(a) and (b}redesignmed as 501(b) and (c), respectively. and new subsection SQJ(a)added by § 115(,,) oj'P 
100~590, approved Nov. 3, 1988 (l02 Stat. 2997). Section 115(bXI) added the heading "Stare development companies". 
Subsection 501(a) rewritten by § 214(a) ofP,L. 101·574. approved Nov. IS. 1990 (104 Stat. 2821). 

toUNew subsection 501(d) added by § 214(0) ofP.1. 101-574, approved Nov. 15. 1990 (104 Stat 2821). 
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(C) expansion of minority business development, 

(D) rural development, 

(E)'" expansion of small business concerns owned and controUed 
by veterans, as defined in section 3(q) of the Small Business Act (15 U.s.C. 632(q»), 
especially service-disabled veterans, as defined in such section 3( q). 

(F) enhanced economic compelition. including the 
advancement of technology7 plant retooling, conversion to robotics, or competition with 
imports. 

(G) changes necessitated by Federal budget cutbacks, including 
defense related industries. or 

(H) business restructuring arising from Federally mandated 
standards or policies affecting the environment or the safety and health ofemployees. 

If eligibility is based upon the criteria set forth in paragraph (2) or (3), the project need 
not meet the job creation or job preservation criteria developed by the Administration jf 
the overall portfolio of the development company meets or exceeds such job creation or 
retention criteria. 

Sec. 502. LOANS FOR PLANT ACQUISITION, CONSTRUCTION, 15 USC 696.. 
CONVERSION, AND EXPANSION 

The Administration may. in addition to its authority under section 501, make 
loans for plant acquisition,l46 constrUction, conversion or expansion~ including the 
acquisition of land, to State and local development companies. and such loans may be 
made or effe<:ted either dire<:tly or in cooperation with banks or other lending institutions 
through flb1ftements to participate on an immediate or deferred basis: Provided. hQwsver, 
That the foregoing powers sball be subject to the following restrictions and limitations: 

(I)'" USE OF PROCEEDS. - The proceeds ofany such loan shall be 
used solely by the borrower to assist 1 or more identifiable small business concerns and 
for a sound business purpose approved by the Administration. 

14~Subpamgraphs 50 1 (d)(3)(E) - (0) renumbered as (F)-{H), respectively, and new subparagraph 501(d)(3XE) added 
by § 405 ofP.L. 106-50, approved August 17, 1999 (113 Stat 246). 

H'The ward ~acquWtion" added by § 108(3) offt 94-305, approved June 4, 1976 (90 Stat. 663), 

"'Fonner para. (I) and (5) repealed and f.nn..-para. (2). (3), ",d (4) renumbered as para (11 (2), and (3). =peetively, by § 
1909 ofPL 97·35. approvw Aug. 13, 1981 (95 Slat 3Sl). Effective dale is Oel. I, 1981 per § 1918 ofPL97·35. Fornm 
para. I requieM loans to be "so secured as reasonably to assure repayment" and limited loan guarantees to 90'/0. Former 
~ 5 limited loans to 25 yean plus construction period. and an additional 10 years if needed for orderly liquidation. For 
filII teX! see § 5{)2 ofPL 85·699, approved Aug. 21, 1958 (72 Stat. 697). Paragraph 502(1) w.:""written by § 221(1) of 
H. 105·135, apPl'Oved Dec. 2, 1997 (III Stal. 2603). TextoffOlmer paragraph 502(1) is reprinted below: 

(Rev. 9, Ch;mge 1) 
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(2) Loans made by the Administration under this section sball be 
limited to $150,000'" for each such identifiable small-business concern.''' excepl loans 
meeting Ibe eriteria specified in section 501(d)(3) shall be limited to $1,000,000 for each 
such identifiable small business coneem. 

(3)"" CRITERIA FOR ASSISTANCE.

Criteria(A) IN GENERAL.-Any development company assisted under 
for assis. this section or section 503 of this title must meet the eriteria established by the 
tance.

Administration, including the extent ofparticipation to be required or amount ofpaid.in 
capital to be used in each instance as is detennined to he reasonable by the 
Administration. 

Com
munity(8) 	 COMMUNITY INJECTION FUN:DS.
inje::ction 
funds. 

(i) SOURCES OF FUNDS.·Community injection 
fimds may he derived, in whole or in part, from

'T'he proceeds ofany such roan shan be used solely by such borrower to assist an ·id<11ti~iabl. srnatl-b'"iness. 
concern and for a sound business purpose approvw by the Administration, 

14STbis limitation was raised from ''$500,000'' to "S750,OOO" by § 8007{b) ofPL 100-418. approved August 23.1988 
Stat 1.561). Section 8007(c)ofPL 10041 8 provides that; • . 

The Administrator of the Small Business Administration shall report fO the Committees on SmaU Businen ofthe 
House of Representatives and the Senate within 6 months after the date of enactment afmis title as. to the viability 
ofcreating cooperative Federn.l·Smte guarantee programs, panicularly for purposes of export fmancing, to 
encourage States to coinsure Federalloalls, thus pennitting the Fede~1 Government to reduce its exposUfe, 

"'Ptui!u following f_ ,illm" arlded by § 214«) ofP.L. 101-574, 'PProwd Nov. 15,1990 (104 Stat 2822). 

'''Subsect«m 502(3)rewrittlm by § 202(.) "fP.L 104-208, apptOved Sept. 30, 1996 (110 Stat 3009-734). Text of former 
subsection SOl(3) is reprinted below: 

Any development company assisted under this section must meet criteria established by the Administration, 
including the extent of pamclpation to be required or amOW'it of paid-in capital to be used in each instance 8$ is 
detennined to be reasonable by the Administration. Commtmity mjecti,;m funds may be derived, in whole or in 
part, from-

(A) 	 State or local governments; 

(8) 	 banks or other fmancial institutions; 

(0) 	 a small business «Ifl<:em (or its QYlners, stocl:bolden, or affiliates) receiving assistance 
bodies authorized under this title. 

(Rev. 9, Change 1) 
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(1) Slate or local governments; 

(II) banks or ollter financial institutions; 

institutions; or 
(III) foundations or other not-for-profit 

(IV) the small business concern (or its owners, 
stockholders,.or affiliates) receiving assistance through a body authorized by this title. 

(Rev. 9, Change 1) 

360.1 

http:stockholders,.or


§ 502(3)(B)(ii) '0 
§ 502(5) 

SMALL BUSINESS INVESTMENT ACT OF 1958 

(ij) FUNDING FROM INSTITUTIONS.-Not less than 50 
percent of the total cost of any project financed pursuant to clauses (i). (ii). or (iii) of 
subparagraph (C) sball come from the institutions described in subelauses (I). (II), and (Ill) of 
clause (il. 

(C) FUNDING FROM A SMALL BUSINESS CONCERN.· The 
small business concern (or its owners, stockholders, or affiliates) receiving assistance through 
a body authorized by this title shall provide

(i) at least 15 percent of the total cost of the project 
financed, if the small business concern has been in operation for a period of 2 years or less; 

(iil at least 15.percent of the total cost of the project 
financed if the project involves the construction of. limited or single purpose building or 
structure; 

, 
(iii) at least 20 percent of the total cost of the project 

financed if the project involves both of the conditions set forth in clauses (i) and (ii); ,,, 

(iv) at least to percent afthe total cost of the project 
financed, in all other circurnstance~ at the discretion ofthe development company. 

(D)'" SELLER FINANCING. - Seller-provided financing may be 
used to meet the requirements of subparagraph (B). if the seller subordinates the interest of 
the seller in the property to the debenture guaranteed by the Administration. 

(E) COLLATERALIZATION.· The eoltateraJ provided by the 
small business concern shaH generally include a subordinate lien position on the property 
being financed under this title, and is only I ofthe factors to be evaluated in the credit 
detennination. Additional collateral shall be required only (fthe Administration determines, 
on a case by case basis~ that additional security is necessary to protect the interest of the 
Govenunent. 

(4)'" If the project i. to construct a new facility. up to 33 per centum of the 
total project may be leased, if reasonable projections of growth demonstrate that the assisted 
small business concern will need additional space within three years and will fully utilize 
such additional space within ten years. 

(5)'" LIMITATION ON LEASfNG. -In addition to any portion ofthe 
project permilt,,,j to be leased under paragraph (4), not to exceed 20 percent of the project 
may be leased by the assisted small business to 1 or more other tenants, if the assisted smaIl 

"" Sub_graph, 502(3)(D) and (E) were added by § 221(2) of P.L. 105-135, approved Dec. 2, 1997 (III Stat 2603). 

IHSection 502(4) added by § t16(a) ofPL lOOw590, approved Nov. 3, 1988 (102 Stat 2993). Heading for § 502 added by 
§ 116(b}ofPL 1(){I-S90. . 

'" Paragraph 502(5) added by § 221(3) ofP.L. 105-135, approved Dec. 2. 1991 (Ill Stat. 2604). 
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business occupies permanenlly and uses not less than • total of 60 percent of the space in the 
project after the execution ofany leases authorized under this section. 

Sec. 503. DEVELOPMENT COMPANY DEBENTURESUl 
15 USC 697. 

(a) 	 (I) Except as provided in subsection (b), the Administration may Development 
companyguarantee the timely payment of all principal and interest as scheduled on any debenture 
debentures.issued by any qualified State or local development company. 
guarnntee 
bySBA.

(2) Such guarantees may he made on such terms and conditions as the 
Administration may by regulation detennine to he appropriate: Provided. That the 
Administration sltaJl not decline to issue such guarantee when the ownership interests of the 
small business concern and the ownership interests of the property to he financed with the 
proceeds of a loan made pursuant to subsection (b)(I) are not identical because one or more 
of the following classes ofrelatives have an ownership interest in either the small business 
concern or the property: father, mother. son, daughter, wife, husband~ brother~ or sister: 
Provided further, That the Administrator or his designee has detennmed on a case~by-case 
basis that such ownership interest, such guarantee, and the proceeds of such loan, will 
substantially benefit the small business concern.'" 

(3) The full faith and credit of the United States is pledged to the payment 
of all amounts guaranteed under this subsection. 

(4) Any debenture issued by any State or local development company with 
respect to which a guarantee is made under this subsection; may be subordinated by the 
Administration to any other debenture, promissory note, or other debt or obligation ofsuch 
company.ISS 

(b) 	 No guarantee may be made with respect to any debenture under subsection (a) Terms and 
conditions ofunless --	 _... 

(I) such debenture is issued for the purpose of making one or more loans 
to small business concerns, the proceeds ofwhich shall be used by such concern for the 
pwposes set forth in section 502; 

"'New sec. 503 add<d by § 113 ofPL %-302, approved July 2.1980 (94 StllL 833). 

LS"Provisos added by se<:tion 114 of PL 100·-590, approved Nov, 3, J988 (l02 Stat. 2997), 

:~'PL 98-8, "Emergency Jobs Appropriations, 1983.~ approved March 24. 1983 (97 Stat. 13), provided for fiscal year 1983 in 
part 

... the Administration may oot decline to participate in Q proj«:t under section S03 of the Sma11 Business In.estn,e 
Crunpany (sic) Act of 1958 because other sources offmnncing for the project include or are collatera)ized by 
obligations desenDed in section l03(b) of the Internal Revenue Code of 1954: And provided further. That 1m,,", m 
with the pH)Ceeds ofdebentures guaranteed under section 503 ofsaid Act shall be subordinated to (such) obligations • 
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(2) necessary funds for making sucn loans are not available to sneh 
company from private sources on reasonable terms; 

(3) the interest rate on such debentures is not less than the rate ofinterest 
detennined by the Secretary ofthe Treasury for purposes ofsection 303(b); 

(4) the aggregate amount of sueb debenture does not exceed the amount of 
loans to be made from the proceeds of such debenture (other than any excess attributable to 
the administrative costs of sueb loans); 

(5) the amount orany loan to be made from such proceeds does not 
exceed an amount equal to 50 percent ofthe cost of the project with respect to which such 
loan is made; and 

(6). the Administration approves each loan 1<> he made from such proceeds, 

(7)'" with respect to each loan made from the proceeds of such debenture, 
the Administration-

(AJ'" assesses and collects a fee, which shall be pay.ble by the 
borrower, in 3)1 amount established annually by the Administration, which amount shall not 
exceed the lesser ot: 

(i) 0.9375 percent per year ofthe outstanding balance of 
the loan; and 

(il) the minimum amount necessary to reduce the cost (as 
defined in section 502 ofthe Federal Credit Reform Act of 1990) 1<> the Administration of [2 USC 66"j, 
purchasing and guaranteeing debentures under this Act to zero; and 

l~bParagraph 503{bX7) added by § 6 ofP1., 104<16, approved Oct 12, 1995 (109 Stat. 297). The amount ofthe fee was changed 
from 0.125 percen! per year ofthe outstanding balance ofthe loan and clause (ii) was added by § 202(b) ofP.L. 104~2OS, 
approved Sept. 30. 1996 (110 Stat 3009-735). For information on applicability of this amendment. see footnote to § 7(aX2) of 
the Small Business Act. 

'" Subparagraph 503(b)(7)(A) was rewritten by § 222(') ofP.L, '05-135, approve<! Dec. 2, '997 (Ill Stat 2604), Text of 
fonner subparagraph (A) l.s reprinted below: _ 

(A) assesses and collects Ii fee, which shan be payable by the borrower, in an amount equal to the 

lesser of; 


(I) 0.9375 percent per year of the outstanding balance ofthe loan; or 

(ii) such percentage per year of the outstanding balance ofthe loan ~ the Administrntor may 
determine to be necessary to reduce the cost (as that term is defmed in section 502 of the Federal Credit Reform Ad 
of 1990) to the Administration of purchasing and guaran1eeing debentures under this Act to an amount that, taking 
into consideration any available appropriated funds, would permit the Administration to purchase or guarantee 
$2.000,000,000 ofdebentures in fiscal year 1997; 
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(B) uses the proceeds ofsuch fee to offset the cosl (as such term is 
defmed in section 502 ofthe Federal Credit Reform Act of 1990) to the Administration of 
making guarantees under subsection (a). 

(c)'" (I) The purpose oithis subsection is to facilitate the orderly and necessary 
flow oflong-term loans from certified development companies 10 small business concerns. 

(2) Notwithstanding the provisions ofthe constitution or laws ofany State Interest rnles 

limiting the rale or amounl ofinterest which may be charged, taken, received, or reserved, the 
maximum legal rate of interest on any commercial loan which funds any portion ofthe cost 
of the project finaneed pursnant to this section or seclion 504 which is not funded by a 
debenture guaranteed under this section shall be a rate which is established by the 
Administrator of the Small Business Administration under the authority of this section. 

(3) The Administrator is authorized and directed to establish and publish 
quartetly a maximum legal interest rate for any commercial loan which funds any portion of 
the cost of the project financed pursuant to this section or section 504 which is not funded by 
a debenture guaranteed under this section. 

Charges for 
Administratio(d)'" CHARGES FOR ADMINISTRATION EXPENSES.
expenses. 

(1) LEVEL OF CHARGES.-Tbe Administration may impose an 
additional charge for admirllstrative expenses with respect to each debenture for which 
payment ofprincipal and interest is guaranteed under subsection (a). 

(2) PARTICIPATION FEE.-The Administration shall collect. one-time Participation 

fee in an amount equal to 50 basi. points on the total participation in any project ofany fee. 

institution described in subelause (I), (II), or (III) of seetion 502(3)(BXi). Such fee shall be 
imposed only when the participation of the institution will occupy. senior credit position to 
that of the development company. All proceed. of the fee .hall be used to offset the cost (as 
that term is defined in section 502 of the Credit Refonn Act ofl990) to the Administration of 
ntaking guaxantees under subsection (a). 

(3) DEVELOPMENT COMPANY FEE.-The Administration shall collect Development 
annually from eacb development company a fee of 0. 125 percent of the outstanding principal company fee. 
balance of any guaranteed debenture authorized by the Administration after September 30, 
1996. Such fee shall be derived from the servicing fees collected by the development 

~'ISubsections 503(1.':) and (d) redesignated as 503(d) and (e), respectively, and new subsection 503{c) added by § 112(c)(l) ofPL 
100.590. approved No\', 3, 19&8 (102 Stat. 2996). Section] 12(c)(2)ofPL 10(}":590 provides that new subsection 503(c) shall be 
repealed on October I, 1990. S<ction 3 ofP.L. 101-515, approved Nov. 5, I!I9O (H14 _ 2140), extends the period ",Oct. I, 
1994. 

"'Subsection 503(d) rewritten by § 202(c)ofP.L. 104-208, approved Sept. 30, 1996 (110 Slat 3009-735). Text offurmer 
503(0) is reprinted below: 

The Administration may impose an additional charge for admfnistrative expenses with respect to each debenture for 
wbich payment ofprincipal and interest is guaranteed under subsection (a). 
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company ptltSuant to regulation, and shall not be derived from any additional fees imposed 
on small business concerns. All proceeds of the fee shall be used to offilet the cost (as that 

[2 usc 661al.tenn is defmed in section 502 of the Credit Refonn Act of 1990) to ilie Administration of 
making guarantees under subsection (a). 

(e) (I) For pnrposes oflhis section, the tenn "qualified S1lI1e orlneal "Qualified 

development company" means any State or local development company which, as State or local 
developmentdetermined by ilie Administllllion, bas -
company," 

(A) a full-time professional staff; 

(B) professional management ability (including adequate
•accounting., legal, and business..servicing abilities)~ and 

(C) a board ofdirectors, or membership, which meets on a regular 
basis to make management decisions for such company, including decisions relating to the 
making and servicing ofloans by such company. 

(2)'" A company in a rural area shall be deemed to have satisfied til. 
requirements of a full-time professional staff and professional management ability if it 
contracts wiili ..oilier certified development company which has such staff and management 
ability and which is located in the same general area to provide such services. 

(3)'" Notwithstanding any other provision of law, qualified State or local 
development companies shall be authorized to prepare applications for deferred participation 
loans under Section 7(a) of the Small Business Act, to service such loans and to charge a 
reasonable fee for servicing such loans. 

(I)'" EFFECTIVE DATE.-The fees authorized by subsections (b) and (c) shall 
apply to finaru:ings approved by the Administration on or after October I, 1996, but shall not 
apply to finan<:ings approved by the Administration on or after October 1,2000'''. 

(g)'M CALCULATION OF SUBSIDY RATE.-All fees, interest, and profits Calculataon of 
received and retained by the Administration under this section shall be included in the subsidy rate. 

calculations made by the Director of the Office of Management and Budget to offSet the cost 
(as that term is defined in section 502 of the Federal Credit Reform Act of 1990) to the [2 USC 661a]. 
Administration ofpurcbasing and guaranteeing debentures under this Act. 

'''Section 503(e) renumbered pam. 1 by § ll7('XI) and (21 and § 503(eX2) added by § 117(a)(2) ofPL 100-590, approved 
Nod, 19S& (102 Stat. 2998~ , 

ltlNew paragraph 503(e){3) added by § 8 corp,L, IOl~SIS. approved Nov. S, 1990 (104 Stat. 2144). 

'''Subsection 503(1) added by subsection 202(d) orpL. 104,208, approved Sept 30, 1996 (110 Stat 3009,735). 

11l3Date changed from 1997 by § 222(2) ofP.L, IOSw 135, approved Dec. 2, 1997 (11 J StaL 2604). 

'·Subsection 503(&) added by sul>se<:tion 202(0) orPJ.. 104-208, approved SepL 30, 1996 (110 Stat 3(1)9.735). 
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(h)'" REQUIRED ACTIONS UPON DEFAULT.

(1) INITIAL ACTIONS.-Not later than the 45th day after the date on 
which a payment on a loan funded through a debenture guaranteed 1.Ulder this section is due 
and not received, the Administration shall

(A) take all necessary steps to bring such a loan current; or 

(8) implement a formal written deferral agreement. 

(2) PURCHASE OR ACCELERATION OF DEBENTURE.-Not later 
than the 65th day after the date on which a payment on a loan described in paragraph (1) is 
due and not received, and absent a fonnal written deferral agreement, the administration [sic] 
shall take all necessary steps to purchase or accelerate the debenture. 

Prepayment(3) PREPAYMENT PENAL TIES.-With respect to the portion of any 
penalties.project derived from funds set forth in section 502(3), the Administration

(A) shall negotiate the elimination of any prepayment penalties or 
late fees on defaulted loans made prior to September 30, 1996; 

(B) shall not pay any prepayment penalty or late fee on the default 
based purchase of loans issued after September 30, 1996; and 

. (C) for any project financed after September 30, 1996, shall not pay 
any default interest rate higher than the interest rate on the note prior to the date of default. 


Sec. 504. PRlVATE DEBENTURE SALES'" IS USC 697a. 


(a) 	 Notwithstanding any other law, rule, or regulation, the Administration shall Sale of 
debentures.sell to investors, either publicly or by private placement, debentures pursuant to section 503 

of this title as follows-

(1) Of the program levels otherwise authorized by law for fiscal year 
1986, an amount not to exceed $200,000,000; 

(2) Of the program levels otherwise authorized by law for fiscal years. 
1987 and 1988, an amount not to exceed $425,000,000. 

(3)'" All of the program levels authorized for fiscal year 1989 and 
subsequent fiscal years. 

I6$Subsection S03(h) added by § 203 ofP.L. 104-208, approved Sepl30, 1996 (110 Stal3009-736). 

I66Section S04 was rewritten and in subsection S04(b) "this title~ substituted for "SmaJl Business Investment Act of 1958~ 


I 12(a) ofPL IOO-S90, approved Nov. 3, 1988 (102 Stat. 2996), which provided a pennanent extension ofthe pilot program 

established by § 18008(a) ofPL 99-272, approved April 7, 1986 (100 Stal 366). 
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(b) Nothing in any provision of law shall be construed to authorize the Federal 
Financing Bank to acquire-

(I) any obligation the payment ofprincipal or interest on which at any 
time has been guaranteed in whole or in part under section 503 ofthis title and which is being 
sold pursuant to the provisions of the program authorized in this section; 

(2) any obligation which is an interest io any obligation described in 
paragraph (I); or 

(3) any obligation which is secured by, or substantially all of the value of 
which is attributable to, any obligation described in paragraph (I) or (2). 

Sec. 505. POOLING OF DEBENTURES'" 	 15 usc 697b. 

(a) 	 The Adntinistration is authorized 10 issue trust certificates representing Pooling of 
debentures.ownership of,dl or a frru:tiona! part ofdebentures issued by State or local development 

companies and guaranteed by the Administration' under this Act: Provided, That such trust 
certificates shall be based on and hacked by • trust or pool approved by the Adntinistration 
and composed solely of guaranteed debentures. 

(b) The Administration i. authorized, upon such terms and conditions as are 
deemed appropriate, to guarantee the timely payment of the principal ofand interest on trust 
certificates issued by the Administration or its agent for purposes of this section. Such 
guarantee shall be limited to the extent of principal and interest on the guaranteed debentures 
which compose the trust or pool. In the event that a debenture in such trust or pool is 
prepaid, either voluntarily or in the event ofdefault, the guarantee oftimely payment of 
principal and interest on the trust certificates shall be reduced in proportion to the amount of 
principal and interest such prepaid debenture represents in the trust OJ pool. Interest on 
prepaid or defaulted debentures ,hall accrue and be guaranteed by the Administration only 

j~?Section 2(b) of PL 100-72. approved July II, 1987 (lO 1Stat. 477), changed authorization in S04(aX2) from $295,000,000 to 
current amount Section 2(c) of PL 100-72 added new subsection S04(a)(3). 

lo'Section 505 added by § 18ooS{c) ofPL 99-272, approved April 7. 1986 (100 Stat. 367). Title changed from "Authority fur 
issuance of trust certificates" by section 11 i(dX2) ofPL 1OQ..590. approved Nov. 3.1988 (102 Stat. 2995). Section 11 !(d}(l)of 
PL 100-590 corrected typograpbical error. from "ali ofa" to "aUora~ In ~ond line of § 505(a). 

SocI"" 18OO8(d)ofPL 99-272 provides, 

(I) Notwltbstanding any law. rule, or regulalion, wilhln 60 days after the date of enac1m"'" of this AC1. the Small 
Business AdMinistration shall develop and promulgate final rules and regulations to implement the central registration 
provisions provided for in section 505(0(1) of the Small Business lnv~ent Act, and shall contract with an agent for 
an initial period ofmrt to exceed two years to can}' out the functions provided for in section 505(1)(2) of such Act. 

(2) Notwithstanding any law, rule or regulation, within 60 days after the date of enactment of this Act. the Small 
Business Administration also 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 
fmal rules and regujations to implement sections 504 and 505 of the Small Business investment Act 
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through the date of payment on the guarantee. During the term of the trust certificate, it may 
be called for redemption due to prepayment or default ofall debentures constituting the pool. 

(e) The full faith and credit of the United Silltes is pledged to the payment of all 

amounts which may be required to be paid under any guanmtee ofsuch trust certificates 

issued by the Administration or its agent pursuant to this section. 


(d) The Administration shall not collect any tee for any guanmree undar this 

section: Provided, That nothing herein shall preclude any .gent ofthe Administration from 


. collecting a fee approved by the Administration for the functions described in subsection 
(f)(2)ofthis section. 

(el (l) In the event the Administration pay. a claim under a guanmree issued 

under this section, it shall be subrogated fully to the rights satisfied by such payment. 


(2) No State or locall.w, and no Fedetallaw, shall preclude or limit the 
exercise by the Administration of its ownership rights in the debentures constituting the trust 
or pool against which the trust certificates are issued. 

(I) (I)'" The Administration shall-

(A) provide for a central registration of all trust certificates sold 
pursuant to this section; such central registration shall include with respect to each sale, 
identification ofeach development company; the interest rate paid by the development 
company; commissions, fees, or discounts paid to brokers and dealers in trust certificates; 
identification ofeach purchaser of the trust certificate; the price paid by the purchaser for the 
trust certificate; the interest rate paid on the trust certificate; the fees of any agent for carrying 
out the functions dascribed in paragraph (2); and such other inform.tion as the 

Administration deems appropriate; 


(B) contract with an agent to carry out on behalf of the 
Administration the central registration functions ofthis section and the issuance of trust 
certificates to facilitate poolings; such agent shall provide a fidelity bond or insurance in such 
amollllts as the Administration determines to be necessary to fully protect the interests ofthe 
Govenunent; 

(C) prior to any sale, require the sellorto disclose to a purchaser of 
a trust certificate issued pursuant to this section, information on the terms, conditio~ and 
yield ofsuch instrument; and 

(0) have the authority to regulate brokers and dcalers in trust 

certificates sold PUlSuant to this section. 


'''Paragraphs (I) - (4) renumbered (A) - (D), respectively. and paragraph (2}added by § 205(c) ofP.L. 104-20S, approved Sept. 
30, 1996 (110 Stat. 300!}.738), 
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(2) Nothing in thi••ubsection .hall prohibit the utilization of a book-entry 
or other electronic form ofregistration for trust certificates. 

Sec. 506. RESTRICTIONS ON DEVELOPMENT COMPANY ASSISTANCE'" IS USC69k 

Notwilhstanding any other provisions of law: (1) on or after May 1, 1991, no development Restrictions on 
company may accept funding from any source, including but not limited to any department or development 

agency of the United States Government, if .uch funding includes any conditions, priorities company 
assistance.or restrictions upon the types of small businesses to which they may provide financial 

assistance under this title or if it includes any conditions or imposes any requirements.. 
directly or indirectly, upon any recipient of assistance under this title; and (2) before such 
date, no department or agency of the United States Government which proVides funding to 
any development company shall impose any condition, priority or restriction upon the type of 
small business which receives financing under this title nor shall it include any condition or 
impose any requirement. directly or indirectly upon any recipient ofassistance under this 
title: Provided, That the foregoing shan not affect any such condittons, priorities or 
restrictions if the department or agency also provides all oflhe financial assistance to be 
delivered by 'ihe development company to the smalJ business and such conditions, priorities 
or restrictions are limited solely to the financial assistance so provided. 

15 USC 697d. 
Sec, 507. ACCREDITED LENDERS PROGRAM'" Accredited 

Lenders Program. 
<a) EST ABLlSHMENT,-The Administration is authorized to establish an 

Accredited Lenders Program for qualified State and local development companies that meet 
the requirements of subsection (b). 

(b) REQUIREMEl'ITS.-The Administration may designate a qualified State or 
local development company as an accredited lender if such company·

I'NSection 506 added by § 117(b} ofPL 100-590, approved Nov. 3, 1988 (102 Stat 2998). Section 117(c}ofPL 100-590 
provides thm:: 

Not later than one hW1dred and eighty days after the effective date ofthis Act, the Small Business Administration shall 
report to the Small Business Committees of the Senate and the House of Representatives 00 the amount and nature of 
aU fuaancial ~istance or income being received by certified development companies from sources other than the Small 
Busines:. Administration or those being assisted by the programs authorized in title V Qfthe Small Business Investment 
Act of 1958. The report shall include any conditions or restrictions imposed Of! the development companies due to such 
financial assistance, a comparison ofall sources of income which comprise the development companies' budgets, an 
analysis afthe fmancial impact ofvarious sour<:es of fmancial assistance, and the feasibility ofn:stricting assistance 
received from the Federal Government sQlely to Small Business Administration funding, 

, 
LJ1Section 507 added by § 212(a) ofP.L. 103-403, approved Oct 22, 1994 (HJS Stat. 4133). Section 212{b) requires that the 
Administration promuIgale final (¢gulations implementing them:tion within J20 days ofdte enaetmenl Section 212{c) requires 
that: 

Not later than I year after the effective date ofregulatmns promulgated under subsection (b). and biennially thereafter, 
the Administration shall report to the Committees on Small Busmess ofthe Senate and the House of Representatives on 
the implementation ofthis section. Such report shall include data on the number ofdevelopment companies designated 
as accredited lenders. their debenture guarantee volwne, their loss rates, the average processing time on their guarantee 
applications. and suclt otbet information as the Administration deems appropriate. 
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(I) has been an active participant in th. Development Company Program 
authorized by sections 502, 503, and 504 for not less tltan the preceding 12 months; 

(2) has well-trained, qualified pexsonnel who are knowledgeable in the 
Administration's leediog policies and procedures for sucb Development Cmnpany Program; 

. (3) has the ability to process, close, and service financing for plant and 
eqnipment under sucb Development Company Program; 

(4) has sloss rate on the company's debentures1hat is reasonable and 
acceptable to the Administration; 

(5) has a history of submitting to the Administration complete and 
accurate debenture guaranty application packages; and 

(6) has demonstrated the ability to serve small business credit needs for 
plant and equipment through the Development Company Program. 

(c) EXPEDITED PROCESSING OF LOAN APPLICATIONS.--The 
Administration shall develop an expedited procedure for processing a loan application or 
servicing action submitted by a qualified State or local development company that has been 
designated as an accredited leeder in accordance with subsection (b). 

(d) SUSPENSION OR REVOCATION OF DESIGNATION.

(I) IN GENERAL.--The designation ofa qualified Stale or local 
development company as an accredited lender may be suspended or revoked if the 
Administration detennines that-

(A) the development company has not continued to meet the 
criteria for eligibility under subsection (b); or 

(B) the development company has failed to adhere to the 
Administration's rules and regulationS?T is violating any other applicabJe provision of law. 

(2) EFFECT.-A suspension or revocation under paragraph (I) sball not 
affect any outstanding debenture guanUltee. 

(eJ ·DEFINITION.--For purposes of this section, the term "qualified State or local 
development company" has the same meaning as in seetion 503(0). 

Sec. 508. PREMIER CERTIFIED LENDERS PROGRAMI12 

"Q!1allfied State 
or local 
development 
(:ompany." 

15 USC 697e. 

mSection 5llS added by § 211(.) ofP.L. 103403. approved Ocl. 22. 1994 (108 Smt 4185). Section 217(b) ofP.L. 
provides for the repeal (If§ 508 effective October I. 1997. The program was extended through: October 1,2000, by § 223(c) of 
P.L. 105-m, ~ Dec. 2, 1997 (It 1 Stat 26ll6). 
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Premier 
(a) ESTABLISHMENT.-On a pilot program basis, iIle Administration may Certified 

establish a Premier Certified Lenders Program for'." certified development companies th.t Lenders 
Program.meet the requirements of subsection (b). 

(b) REQUIREMENTS.

(1) APPLICATION.-To be eligible to participate in the Premier Certified 
Lenders Program established under subsection (a), a certified developroent company shall 
prepare and submit to the Administration an application at s~ch time, in such manner, and 
containing such infQnnatJon as the Administration may require. 

(2) DESIGNATION.-The Administration may designate a certified 
de,,-elopment <:ompany as a premier certified lenderl74 

(A) if the company is an active certified development company in 
gund standing and has been an active participant in the accredited lenders program during the 
entire 12-month period preceding the date on which the company submits an application 
under paragraph (I), except that the Administration may waive this requirement if the 
company is qualified to participate in the accredited lenders program; 

(B) if the company bas a history of.

(il submitting to the Administration adequately analyzed 
debenture guarantee application packages; and 

(ii) of properly closing section S04 loans and servicing its 
loan portfolio; 

(Cl if the company agrees to assume and to reimburse the 
Administration for 10 percent ofany loss sustained hy the Administration as a result of 
default by the company in the payment ofprincipal or interest On a debenture issned by such 
company and gnaranteed by the Administration under this section; and 

m Phrase "Ilot more than U" was deleted by § 223(a)(l)ofP.L. IOS~i3$. approved Dec. 2, 1991 (Ill Stat. 2(04). 

'~Subparagnlphs 508(b)(2)(A) and (B) were rewritten by § 223(.)(2)(ii) ofP.L. 105-135, approved Dec. 2, 1997 (III Stat. 
2604). Former ,ubparagnlphs (A) and (S)(with introdU<tory language fr<mt the end of parngrnph S08(b)(2») are reprinted 
below: 

ifsuch company

(A) has been an active participant in the accredited lenders program during the 12-month period 
preceding the date on which the ~tJIDpany submits an application under paragraph (1). except that, prior to January 
J, 1996, the Administration may v..nve this requirement if the company is qualified to panicipate in the accredited 
lenders program; 

(Il) has a history of submitting to the Administration adequately analyzed debenture guarantee 
application packages; and 
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(D)'" the Administrator detennines, with respect to the company, that 
the loss reserve established in accordance wilh subsection (c)(2) is sufficient for the company 
to meet its obligations to protect lhe Federal Government from risk ofloss. 

(3)'" APPLICABILITY OF CRITERIA AFTER DESIGNATION. - The 
Administrator may revoke the designation ofa certified developenent company as a penmier 
certified lender under this section at any time, if the Administrator determines that the 
certified development company does not meet any requirement described in sobparagraphs 
(A) through (0) of paragraph (2). 

(c)'" LOSS RESERVE.

(1) ESTABLISHMENT. - A company designated as a penmier certified 
lender shall establish a loss reserve for financing approved pursuant to this section. 

(2) AMOUNT. - The amount of each loss reserve established under 
paragraph (I) shall be 10 percent of the amount of the company's exposure, as determined 
under subsection (b)(2Xc)· 

"'Subparagraph 508(b)(2)(D) added by § 223(a)(2)(A)(iv)ofP.L. 105-135, approved Dec. 2, 1997 (III Stat. 2605). 

'" Paragraph 503(b)(3) added by § 223(.)(2)(B)ofP,L. 1Q5-135, approved Dec, 2, 1997 (III Stat. 2605). 

171 Subsection 508(c) rewritten by § 223(a)(3) ofP.L. 105-135, approved Dec, 2, 1m (J 1t Stat 2605). Text offonner 
subsection S08(c) is reprinted below: 

LOSS RESERVE.

(1) ESTABLlSHJo.1ENT.-A company designated as a premier certified lender shall establish a loss 
reserve for fmancings appro...ed pursuant to this section. 

(2) A.'-iOUNT.-The amount of the loss reserve shall be based upon the greater of

(A) the historic loss rate on debentures issued by su(;h company; or 

(B) 10 percent (lfthe amount of the company's exposure as: detennined under :mbsection 
(b)(2)(C). 

(3) ASSETS.-The loss reserve shail be comprised ofsegregated asse:s of the company which shall be 
securitized in favor of the Administration. 

(4) CONTRlBUTIONS.··The company shalJ make contributions to the loss reserve in the followmg 
amounts and at the following intervals: 

(A) 50 percent when a dtbenturc is closed, 


{B) 25 percent no.t later than 1 year after a debenture is closed. 


(C) 25 percent not later than 2 years after It debenture is closed. 
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(3) ASSETS. - Each loss reserve established under paragmph.(1) sball be 
comprised of.

. (A} segregated funds on deposit in an account or acoounls with a 
fuderally instlled depository institution or institutions selected by the company, subject to a 
collateral assignment in favor of, and in a format acceptable to, the Administration; 

(B) irrevocable letter 6r letters ofcredit, with a collateral 
assignment in favor of, and a commercially reasonable format acceptable to, the 
Administration; or 

(C) any combination of the assets described in subparagraphs (Al 
and (B). 

(4) CONTRIBUTIONS. - Ihe company sball make contributions to the 
loss reserve, either cash or letters of credit as provided above. in the following amounts and 
at the following intervals; 

(A) 50 percent when. debenture is closed. 

(B) 25 pen:ent additional not later thoo 1 year after a debenture is 
closed. 

,(Cl 25 percent additional not later than 2 years after a debenture is 
closed. 

(5) REPLENISHMENT. - lfa loss has been sustained by the 
Administration, any portion of the loss reserve, and other fimds provided by the prentier 
company as necessary, may be used to reimburse the Administration for the premier 
company's 10 percent share of the loss as provided in subsection (b}(2}(C). If the company 
utilizes the reserve, within 30 days it shall replace an equivalent amount offunds. 

(6) DISBURSEMENTS. - The Administration shall allow the certified 
development company to withdraw from the loss reserve amounts attributable to any 
debenture that has been repaid. 

(d) LOAN APPROVAL AUTHORlTY.-

(I) IN GENERAL.-Notwithstanding section 503(b)(6), and subject to 
such terms and conditions as the Administration may establish) the Administration may 
permit a company designated as a premier certified lender under this sectionl18 to approve, 
authorize, close, service. foreclosc t litigate (except that the Administration may monitor the 
conduct of any such litigation 10 which a premier certified lender is a party), and liquidate 

178·Phrase "to approve loans" deleted and language before "that are funded" added by § 223(a)(4) ofP.L. lO5-J35, approYeQ 
Dec. 2,-1997 (111 Slat. 2605). 
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loans that are funded with the proceeds ofa debenture issued by such company and may 
authorize the guaranwe ofsu<:h debenture. 

(2) SCOPE OF REVIEW.--The approval ofa loan by a premier certified 
lender shall be subject to final approval as to eligibility ofany guarantee by the 
Administration pursuant to section 503(0), but such fund approval shall not include review of 
decisions by the lender involving creditworthiness, loan closing, or compliance with legal 
requirements imposed by law or regulation. 

(el REVIEW.-After the issuance and sale ofdebentures under this section, the 
Administration, at intervals ofgreater than 12 months, shall review the financings made by 
each premier certified lender. The review shall include the lender's credit decisions and 
general compliance with the eligibility requirements for eacb financing approved uuder the 
program authorized ·under this section. The Administration shall consider the findings ofthe 
review. in carrying out its responsibilities under subsection (f)~ but such review shall not 
affect any outstanding debenture guarantee. 

(I) SUSPENSION OR REVOCA TION.--The deSignation of a certified'" 
development company as a premier certified lender may be suspended or revoked if the 
Administration detennines that the company~~ 

(1) has not continued to meet the criteria for eligibility mtder subsection 
(h); 

(2) has not established or maintained the loss reserve required under 
subsection (c); 

(3) is failing to adhere to the Administration's rules and regulations; or 

(4) is violating any other applicable provision of law. 

(g) EFFECT OF SUSPENSION OR REVOCATION. -- A suspension or 
revocation nuder subsection (I) shall not affuct any outstanding debenture guarantee. 

(h)l" PROGRAM GOALS. -- Each certified development company perticipming in 
the program under this section shall establish a gua! ofprocessing a minimum ofnot less than 

, 

"'"State or local" replaced by "certified" by § 213(a)(5) Qrp1.. 105-135, "l'PI'OV<d Dec. 2, 1991 (HI Stat. 26(6). 

I*" Subsection 508(h), which required the promulgation ofregulations within 180 days after the date of the enactment of the 
section, wasrewritteo by § 223(a)(7) ofP.L. 105--135, approved Dec. 2, 1997 (Ill Stat. 26(6). Subsection 123(b) orP.L. 
105~135 provides: 

(1)) REGULATIONS - The Admini,tnlIor shall

(1) not later than 150 days after the date ofenactment of this Act, promulgate regulation& to 
the amendments made by subsection (a); and 

(2) not later than 180 days after the date of enactment ofthis Act, issue program guidelines and fully 
implement the amendments made by subsection (a). 
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50 percent of the loan applications for assistance under section 504 puxsuant to the program 
authorized Wlder this section. 

(i) REPORT.--Not later than I year after the date ofenactment ofthi' Act, and Report to 
annually thereafter, the Administration shall report to the Committees on Small Business of Congressional 
the Senate and the House ofRepresentatives on the implementation of this section. Each conunittces, 

report shall inclode

(I) the number ofcertified development companies designated as premier 
certified lenders; 

, 
(2) the debenture guarantee volume ofsuch companies; 

(3) a comparison ofthe loss rate fur premier certified leoders to the loss 
rate for accredited and other lenders. specifically comparing default rates and recovery rates 
on liquidations; and 

(4) such other information as the Administration deems appropriate. 

15 USC 697f.
Sec. 509 	 PREPAYMENT OF DEVELOPMENT COMPANY 

DEBENTURES.''' 

ll-!Section 509 added by § 563 ofPL 103-403, approved Oct. 22, 1994 (108 Stat, 4199). Section 502, entitled "Intention of 
Congress', provides: 

(a) IN (jENE~.-The Smnll Business Administration shall fully utiliz.e the $30,000,000 appropriated in Public 
Law l03<H1 to reduce, in accordance with this title and the amendments made by this title, prepayment penalties 
imposed in connection with debentures issued under

(1) section 303 or S03 ofthe Small Business tnvestmem Act of 1958. which. nave been ~bas«l by the 
Federal Financing Bank; and 

(2) title m to companies operating under section 30l{d) ofsuch Act. which have been pureh.ased by the 
Small Business Adminl.stratioa 

(b) EQUAL OPPORTIJNIlY.-m oruer to provide an equal opportunity to participate in the program autbOl"imi 
under this title. the Small Business Administration shall afford ~h borrower or issuer of a debenture subject to this 
title. not tess than 45 days to elect to participate and to provide an earnest money deposit. The Adminis1ration shall 
Subsequently aUow a period of nO! less than 4 months, during which those botrowers.or issuers that elect 10 participate 
shall be illlowed to complete the prepayment process. 

(el RESTlUC110NS ON PARllClPAll0N.-ln no cventsilall the Small Bus""",Mmin_ 

(1) allow any borrower Of issuer to participate in Ihe program if the borrower or issuer fails to

(A) make a timely election and provide the deposit on a timely basis; or 

(8) complete the prepayment process wilhin the required time: or 

(2) allow any borrower or issuer to participate in the program at a percentage rate other than the rate 
fmally determined to be applicable to all other borrowers or issuers with similar terms of)'ears. 

375 

http:botrowers.or


§ 509(0) to 
§ 509(.)(2)(B)(ii)(I) 

SMALL BUSINESS INVESTMENT ACT OF 1958 

company 

(a) IN GENERAL.

(I) PREPAYMENT AUTIlORlZED.-Subject to the requirements set· 
forth in subsection (b), an issuer of a debenture purchased by the Federal Financing Bank and deb..,..... 
guaranteed by the Administration under this Act may, at the election of the borrower (in the 
case ofa loan under section 503) or the issuer (in the case (Ifa small business investment 
company) und with the approval of the Administration, prepay such debenture in accordance 
with the provisions ofthis section.1Sl 

(2) PROCEDURE.

(A) IN GENERAL.-In making a prepayment under paragraph (1)-

(i) the borrower (in the case of a loan under section 503) or 
the issuer (in the case ofa small business investment company) shall pay to the F edund 
Financing Bank an amount that is equal to the sum of the unpaid principal balance due on the 
debenture as ofthe date of the prepaymeot (plus accrued inlerest at the coupon rate on the 
debenture) and the amount of the repurchase premium described in subparagraph (B); and 

(ii) the Administration shall pay to the Federal Financing 
Bank the difference between the repurchase premium paid by the borrower under this 
subsection and the repurchase premium that the Federal Financing Bank would otherwise 
have received, 

(B) REPURCHASE PREMIUM.-

(il IN GENERAL.--For purposes ofsubparagraph (AXi), 
the repurchase premiwn is the amount equal to the product Qf

(I) the unpaid principal balance due on the 
debenture on the date of the prepayment; and 

(Il) the applicable percentage rate, as determined in 
accordance [with) clauses (ii) and (iii). 

(ii) APPLICABLE PERCENTAGE RATE.--For purposes 
ofclause (i)(U), the applicable percentage rate means--· . 

(I) with respect to a lO-ycar rerm loan, 8.5 percent; 

"'The following sentence was deleted from parngraph 509(aXI) by § 2Oi. (hXI)(H)(O ofP.L. 104-208, approved Sept. 30. 1996 
(110 Stat 3009-747): 

A small business investment company operating Wlder the authority ofse;;tion 30 1 (d) "::;::,~::~~::~:;~ 

was purchased by and is held by the Administration, may, under the same terms and conditions. prepay 

and the penalty as provided in this section.. and shall thereafter be immediately eligibJe to apply for additional assistance 

from the Administration. 
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".1, 

(II) with respect to a IS-year tenn loan, 9.5 percent; 

(lll) with respect to a 20-year tenn loan, 10.5 
percent; and 

(IV) with respect to a 25-year tenn loan, 11.5 
percent. 

(iii) ADJUSTMENTS TO APPLICABLE PERCENTAGE 
RATE.--The percentage rates described in clause (ii) shall be increased or decreased by the 
Administration by a factor not to exceed one-third, if the same factor is applied in each case 
and if the Administration detennines that an adjustment is necessary, based on the number of 
borrowers having given notice oftheir intent to participate, in order to make the program 
(including the amounts appropriated for this purpose under Public Law 103-317) result in no 
substantial net gain or loss of revenue to the Federal Financing Bank or to the 
Administration. Amounts collected in excess of the amount necessary to ensure revenue 
neutrality shall be refunded to the borrowe",. 

(b) REQUIREMENTS.-For purposes of subsection (a), the requirements of this 
subsection are that-

(I) the debenrure is outstanding and neither the loan that secures the 
debenture, ifany, nor the debenture is in default on the date on which the prepayment is 
made; 

(2) . State, local, or personal flmds, or the proceeds of a refmancing in 
accordance with subsection (d) ofthis section Wlder the programs authorized by this title, are 
used to prepay or roll over the debenture; and 

(3) with respect to a debenture issued Wlder section 503, the issuer 
certifies that the benefits, net of fees and expenses authorized herein. associated with 
prepayment of the debenture are entirely passed through to the borrower. . 

(c) NO PREPAYMENT FEES OR PENAL TIES.-No fees or penalties other than 
those specified in this section may be imposed on the issuer, the borrower, the 
Administration, or any fund or accOtmt administered·by the Administration as the result of a 
prepayment under this section. 

(d) REFINANCING LlMITATIONS.-

(I) IN GENERAL.--The refinancing of a debenture under sections 504 
and 505, in ac"ordance with subsection (b)(2)-

(A) shall not exceed the amount necessary to prepay existing 
debentures, induding all costs associated with the refinancing and any applicable prepayment 
penalty or repurchase premium; and 
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(B) except as provided in paragraphs (2) and (3), shall be subject to 
the provisions of sections 504 and 505 and the rules and regulations promulgated thereunder, 
including rules and regulations governing payment of authorized expenses, commissions, 
fees, and discounts to brokers and dealers in trust certificates issued pursuant to section 505. 

(2) JOB CREATION.--An applicant for refinancing under section 504 of a 
loan made pursuant to section 503 shall not be required to demonstrate that a requisite 
number ofjobs "ill be created with the proceeds ofa refinancing. 

(3) LOAN PROCESSING FEE.·-To cover the cost ofloan packaging, 
processing, and other administrative functions, a development company that provides 
refinancing under subsection (bX2) maY impose a one·time loan processing fee, not to exceed 
0.5 percent ofthe principal amount ofthe loan. 

(4) NEW DEBENTURES.-Issuers of debentures under title III may issue 
new debentures in accordance with such title in order to prepay existing debentures as 
authorized in this section. 

(S) PRELlMINARY NOTICE.

(A) IN GENERAL.-The Adru1nistration shall use certified mail 
and other reasonable means to notifY each eligible borrower of the prepeyment program 
provided in this titie. Each preliminary notice shall specify the range and dollar amount of 
repurchase premiums which could be required ofthat borrower in order to participate in the 
program. In carrying out this program, the Administration shall provide. period ofnot less 
than 45 days following the receipt ofsuch notice by the borrower during which the borrower 
must notify the Adru1nistration ofthe borrower's intent tn participate in tlte program. The 
Administration shall require that a borrower who gives notice of its intent to participate to 
make an earnest money deposit ofSl,ooo which shall not be refundable but which sbalJ be 
credited toward the final repurchase premium. 

(B) DEFINlTION.-For purposes of this paragrapb, the term "'Borrower." 
"borrower", in the case of a small business investment company or a specialized small 
business investment company, means "issuer!!, 

(6) FINAL NOTlCE.-Based upon the response to the preliminary notice 
under paragraph (5), the Administration shall make a final computation of the necessary 
prepayment premiums arid shall notifY each qualified respondent of the results ofsuch .. 
computation. Each qualified respondent shall be afforded not less than 4 months to complete 
the prepayment. 

(0) DEFINI110NS.-For purposes of this section-

(1) the term "issuer" means~~ 

(A) the qualified State or local development company that issued a 
debenture pursuant to section 503. wruch has been purchased bY.the Federal Financing Bank; 
and 
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(B) a small business investment company licensed pursuant to 
section 301 183 

; or 

~'Borrowcr.(2) the tenn "borrower" means a small business concern whose loan 
secures a debenture issued pursuant to section 503. 

(I) REGULATIONS.-Not later than 30 days after the date of enactment ofthis 
section, the Administration shall promulgate such regulations as may be necessary to cony 
out tliis section. 

(g) AUTHORlZATION.-There are authorized to be appropriated $30,000,000 to 
cony out the provisions ofthe Small Business Prepnyment Penally Relief Act of 1994. 

TITLE VI- CHANGES IN FEDERAL RESERVE AUTHORITY 

[Omitted as no longer current] 

TITLE VII - CRIMINAL PENALTIES 

(This title,amends the U.S. Code to include certain actions by persons affiliated with 
or dealing with SBICs as Federal crimes. The proviSiOns have been amended fIom time to 
time to include various asencies, The pertinent parts of the affeCted sections, 18 U.S.C, 212, 
213,215,657, 1006 and 1014, are set out below for infonnation purposes only). 

18 USC § 212,Offer aflnan or gratuity to hank examiner. 

Whoever, being an officer. director or employee, .. of any small business investment 
company. makes or grants any loan or gratuity. to any examiner or assistant examiner who 
examines or has authority to examine such . . . corporation, , . shall be fined not more than 
$5,000 or imprisoned not more than one year, or both; and may be fIned a further sum equal 
to the money so loaned or gratuity given. . 

The provisions of this section and section 218'" of this title shall apply to all public 
examiners and assistant examiners who examine member banks ofthe Federal Reserve 
System or insured hanks, or National Agricultural Credit Corporations, whether appointed by 
the Comptroller of the Currency, by the Board ofGovemors of the Federal Reserve System, 
by a Federal Reserve Agent, by a Federal Reserve hank or by the Federal Deposit Insurance 
Corporation, or appointed or elected under the laws of any state; but shall not apply to private 
examiners or assistant examiners employed only by a c1earing~house association or by the 
directors ofa banle ' 

LlJReferenceto "subsection (c) or {d) ofsection 3(W changed to "seetion 301" by § 208(b)(J)(HXii) ofP.L 104-208, approved 
Sept 30, t996 (liO Slat 3009·747), 

'I-I"Secrion 21t", referred to in this section,is formt!f' § 218 prior to itsredesignation as It USC 213 by § I (d) ofPL t1~S49, 
approved Oct, 23, 1962 (76 Stat 1125), 
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18 USC § 213.Acceptance of. loan or gratuity by bank examiner.'" 

Whoever, being an examiner ... ofsmall business investment companies. accepts a 
loan or gratuity from any ... corporation ... or organization exatuined by him or from any 
person connected therewith, shall be fined not more than $5,000 or imprisoned not more than 
one year, or both; and may be fined a further sum equal I<> the money so loaned or gratuity 
given. and shall be disqualified from bolding office as such exatuiner. 

18 USC § 2lS.Receipt ofcommissions or gifts for procuring loans.'" 

(a) Wboever

(1) corruptly gives, o!'fers, or promises anything of value to any person, 
with intent to influence or reward an officer, director, employee, agent, or attorney ofa 
fmancial institution in connection with any business or transaction ofsuch institution; or 

(2) as an officer, director, employee, agent, or attorney ofa financial 
institution, corruptly solicits or demands for the benefit of any person, or corruptly """"pts Or 

agrees to accept anything ofvalue from any person, intending to be influenced or rewarded in 
connection v.rith any business or transaction ofsuch institution~ 

shall be fined not more than $1,000,000 or three times the value of the thing given, offered 
promised, solicited, demanded, accepted. or agreed to be accepted; whichever is greater, or 
imprisoned not more than 30 years, or both, but if the value of the thing given, offered, 
promised, solicited, demanded, accepted, or agreed to be accepted does not exceed $100, 
shall be fined not more than $1,000 or imprisoned not more than one year, or both. 

(b)181[TransfeITedJ. 

(e) This section shall not apply to bona fide salary, wages, fees, or other 
compensation paid, or expenses paid or reimbursed, in the usual course ofbusiness. 

(d) Federal agencies with responsibility for regulating a financial institution shall 
jointly establish such guidelines as are appropriate to assist an officer, director. empJoyee, 
agent or attorney ofa financial institution to comply with this sectioD. Such agencies shall 
make such guidelines avaiiable to the public. 

18 USC § 657.Lending, eredit and insurance institutions. 

IJ5Ponner J8 usc 218 was redesignated to be eurrent 18 USC 213 by § I (d) ofPL 87-849, approved Oct. 23, 1962 (76 Stat 
(125). 

IU18 USC215 substantially rewritten by § 1107 ofPL 98-473. approved Oct 12. 1984 (98 Stat. 2145). 

1t1Subsection (b)(6). which defined the term "fmancia! institution" as including a smaU business investment company, was 
trnnsfetTed t. 18 USC § 2i) by § 962(eXljofPl..lOl·73, approved Aug. 9, 1989 (103 Stat. 503). 

r 
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'Whoever, being an officer. agent or employee ofor connected in any capacity with . , 
. any small business investment company, and whoever, being it receiver of any such 
institution. or agent or employee oillie receiver, embez.zJes, abstra\::ts. purloins or willfully 

,misapplies any moneys, funds; credits, secmities or other things ofvalue belonging to such 
institution, or pledged or otherwise intrusted [sicJ to its care, shall be fined not more than 
$1,000,000 or imprisoned not more than 30 years, or both; but if the amount or value 
embezzled, abstracted, purloined or misapplied does not exceed $100, he shall be fined not 
more than $1,000 or imprisoned not more than one year or both. 

TITLE VII 
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18 USC § 1006. Fedemi credit institution entries, reports and transactions. 

Whoever, being an officer. agent or employee ofor eonneeted in any capacity with, . 
. any small business investment company, \",ith intent to defraud any such institution or any 
other company, body politic or corporate, or any individual, or to deceive any officer. 
auditor> examiner or agent ofany such institution or of department or agency ofthe United 
States. makes any false entry in any booi4 report Or statement of or to any such institution~ or 
v.ithout being duly authorize~ draws any order or bill of exchange. makes any acceptance, or 
issues, puts forth Or assigns any note, debenture, bond or other obligation, or draft, bill of 
exchange, mortgage, judgmen4 or decree, Of, with intent to defraud the United States or any 
agenCy thereof, or any corporation. institution, Or association referred to in this section. 
participates or shares in or receives directly or indirectly any money, profit. property, or 
benefits through any tmnsactionT loan, corrunission, contract,. or any other act ofany such 
corporation, institution, or association. shall be fined not more than $1,000,000 or imprisoned 
not more than 20 years, or both. 

18 USC § 1014. Loan and credit applications generally; renewals and discOWlts; crop 
insurance. 

\Vhoever knowingly makes any false statement or report. or willfully overvalues any 
land, property or security. for the purpose of influencing in any way the action of , .. a small 
business investment company ... upon any application, advance, discount purchase, 
purchase agreement. repurchase agreement, commitmen4 or lo~ or any change or extension 
ofany of the same~ by renewal, deferment of action or otherwise. or the acceptance) release, 
or substitution ofsecurity therefor, sball be fmed not more than $1,000,000 or imprisoned not 
more than 30 years, or both, 
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