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the Equity Securities of a Smaller Enterprise located in a low-income geographic area.
(ii) Calculate the amount that equals
50 percent of your Leverageable Capital.
(iii) Subtract from your outstanding
Leverage the lesser of (c)(1)(i) or
(c)(1)(ii).
(iv) If the amount calculated in paragraph (c)(1)(iii) is less than the maximum leverage determined under paragraph (a) of this section, the difference
between the two amounts equals your
additional Leverage availability.
(2) Investment in Small Businesses located in low-income geographic areas.
This paragraph (c)(2) applies only to
Licensees licensed on or after October
1, 2009. You may substitute a maximum
Leverage amount of $175,000,000 for the
$150,000,000 set forth in paragraph (a)(2)
of this section, and a maximum Leverage amount of $250,000,000 for the
$225,000,000 set forth in paragraph (b) of
this section, if you satisfy the following conditions:
(i) At least 50 percent (in dollars) of
your Financings preceding the date of
such request must have been invested
in Small Businesses located in low-income geographic areas. In addition,
you must certify that at least 50 percent (in dollars) of your Financings on
or after the date of such request will be
invested in Small Businesses located in
low-income geographic areas.
(ii) If you are requesting a draw that
would cause you and any other Licensees under Common Control to have aggregate outstanding Leverage in excess
of $225,000,000, at least 50 percent (in
dollars) of the Financings made by
each Licensee under Common Control
preceding the date of such request
must have been invested in Small Businesses located in low-income geographic areas. In addition, each such
Licensee must certify that at least 50
percent (in dollars) of its Financings on
or after the date of such request will be
invested in Small Businesses located in
low-income geographic areas.

or before September 30, 1996. Effective
October 1, 1996, a Section 301(d) Licensee may apply to issue new Leverage, or refinance existing Leverage,
only on the same terms permitted
under § 107.1150.
(a) Maximum amount of subsidized Leverage. (1) ‘‘Subsidized Leverage’’
means Debentures with a reduced interest rate and Preferred Securities. If
you are a Section 301(d) Licensee:
(i) The maximum amount of subsidized Leverage you may have outstanding at any time is the lesser of 400
percent of your Leverageable Capital,
or $35,000,000. The same limit applies to
a group of Section 301(d) Licensees
under Common Control.
(ii) The maximum amount of Preferred Securities you may have outstanding at any time is 200 percent of
your Leverageable Capital.
(2) Certain types and amounts of subsidized Leverage have special eligibility requirements (see paragraphs (c)
and (d) of this section).
(b) Maximum amount of total Leverage.
Use § 107.1150 to determine your maximum amount of Leverage as if you
were a Section 301(c) Licensee. If the
result is more than your maximum
subsidized Leverage, then this is your
maximum total (subsidized plus nonsubsidized) Leverage. Otherwise, your
maximum total Leverage is the same
as your maximum subsidized Leverage.
For
Participating
Securities,
see
§ 107.1170.
(c) Special eligibility requirements for
fourth tier of Leverage. A ‘‘fourth tier of
Leverage’’ is any amount of outstanding Leverage in excess of 300 percent of your Leverageable Capital.
(1) To qualify for a fourth tier of Leverage, you must have invested (or
have Commitments to invest) at least
30 percent of your ‘‘Total Funds Available for Investment’’ in ‘‘Venture Capital Financings’’ (see the definitions in
paragraphs (e) and (f) of this section).
(2) While you have a fourth tier of
Leverage, you must maintain Venture
Capital Financings (at cost) that equal
at least 30 percent of your Total Funds
Available for Investment.
(d) Special eligibility requirements for
second tier of Preferred Securities. A
‘‘second tier of Preferred Securities’’ is
any amount of outstanding Preferred
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§ 107.1160 Maximum amount of Leverage for a Section 301(d) Licensee.
This section applies to Leverage
issued by a Section 301(d) Licensee on
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§ 107.1210

Securities in excess of 100 percent of
your Leverageable Capital.
(1) To qualify for a second tier of Preferred Securities:
(i) If your license was issued after October 13, 1971, you must have at least
$500,000 of Leverageable Capital.
(ii) You must have invested (or have
Commitments to invest) at least the
same dollar amount in Venture Capital
Financings.
(2) While you have a second tier of
Preferred Securities, you must maintain at least the same dollar amount of
Venture Capital Financings (at cost).
(e) Definition of ‘‘Total Funds Available for Investment’’. Total Funds Available for Investment means the result
obtained from the following formula:

standing at any time is 200 percent of
your Leverageable Capital. If you are a
Section 301(d) Licensee, the maximum
combined amount of Participating Securities and Preferred Securities you
may have outstanding at any time is
200 percent of your Leverageable Capital.
CONDITIONAL COMMITMENTS BY SBA TO
RESERVE LEVERAGE FOR A LICENSEE
§ 107.1200 SBA’s Leverage commitment
to a Licensee—application procedure, amount, and term.
(a) General. Under the provisions in
§§ 107.1200 through 107.1240, you may
apply for SBA’s conditional commitment to reserve a specific amount and
type of Leverage for your future use.
You may then apply to draw down Leverage against the commitment.
(b) Applying for a Leverage commitment. SBA will notify you when it is
accepting requests for Leverage commitments. Upon receipt of your request, SBA will send you a complete
application package.
(c) Limitations on the amount of a Leverage commitment. The amount of a Leverage commitment must be a multiple
of $5,000.
(d) Term of Leverage commitment.
SBA’s Leverage commitment will automatically lapse on the expiration date
stated in the commitment letter issued
to you by SBA.

T = .90 × (CA + LI)
Where:
T = Total funds available for investment
CA = Total current assets
LI = Total Loans and Investment at cost (as
reported on SBA Form 468), net of current
maturities

(f) Definition of ‘‘Venture Capital Financing’’. Venture Capital Financing
means an investment represented by
common or preferred stock, a limited
partnership interest, or a similar ownership interest; or by an unsecured
debt instrument that is subordinated
by its terms to all other borrowings of
the issuer.
(1) A debt secured by any agreement
with a third party is not a Venture
Capital Financing, whether or not you
have a security interest in any asset of
the third party or have recourse
against the third party.
(2) A Financing that originally qualified as a Venture Capital Financing
will continue to qualify (at its original
cost), even if you later must report it
on SBA Form 468 under either Assets
Acquired in Liquidation of Portfolio
Securities or Operating Concerns Acquired.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

§ 107.1210 Payment of leverage
upon receipt of commitment.

(a) Partial prepayment of leverage fee.
As a condition of SBA’s Leverage commitment, and before you draw any Leverage under such commitment, you
must pay to SBA a non-refundable fee
equal to 1 percent of the face amount
of the Debentures or Participating Securities reserved under the commitment. This amount represents a partial
prepayment of the 3 percent leverage
fee established under § 107.1130(a).
(b) Automatic cancellation of commitment. Unless you pay the fee required
under paragraph (a) of this section by
5:00 P.M. Eastern Time on the 30th calendar day following the issuance of
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§ 107.1170 Maximum amount of Participating Securities for any Licensee.
The maximum amount of Participating Securities you may have out-
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