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Primary industry classification means
the six-digit North American Industry
Classification System (NAICS) code
designation that best describes the pri-
mary business activity of the concern.
The NAICS code designations are de-
scribed in the NAICS manual available
via the Internet at http://
www.census.gov/NAICS. In determining
the primary industry in which a con-
cern is engaged, SBA will consider the
factors set forth in §121.107 of this
chapter.

Small disadvantaged business (SDB)
means a concern that SBA has certified
in accordance with subpart B of part
124 of this chapter, and is designated on
CCR as an SDB.

Substantial underrepresentation means
a disparity ratio between 0.0 and 0.5;
i.e., the ratio representing the WOSB
share of Federal prime contract dollars
divided by the WOSB share of total
business receipts.

Underrepresentation means a disparity
ratio between 0.5 and 0.8; i.e., the ratio
representing the WOSB share of Fed-
eral prime contract dollars divided by
the WOSB share of total business re-
ceipts.

WOSB means a concern that is small
pursuant to part 121 of this chapter,
and that is at least 51% owned and con-
trolled by one or more women in ac-
cordance with §§127.200, 127.201 and
127.202.

WOSB requirement means a Federal
requirement for services or supplies for
which a contracting officer has re-
stricted competition to eligible
WOSBSs.

Subpart B—Eligibility Requirements
To Qualify as an EDWOSB or WOSB

§127.200 What are the requirements a
concern must meet to qualify as an
EDWOSB or WOSB?

(a) Qualification as an EDWOSB. To
qualify as an EDWOSB, a concern must
be:

(1) A small business as defined in part
121 of this chapter; and

(2) Not less than 51 percent uncondi-
tionally and directly owned and con-
trolled by one or more women who are
United States citizens and are eco-
nomically disadvantaged.

§127.201

(b) Qualification as a WOSB. To qual-
ify as a WOSB, a concern must be:

(1) A small business as defined in part
121 of this chapter; and

(2) Not less than 51 percent uncondi-
tionally and directly owned and con-
trolled by one or more women who are
United States citizens.

§127.201 What are the requirements
for ownership of an EDWOSB and
WOSB?

(a) General. To qualify as an
EDWOSB or WOSB, one or more women
must unconditionally and directly own
at least 51 percent of the concern. Own-
ership will be determined without re-
gard to community property laws.

(b) Requirement for unconditional own-
ership. To be considered unconditional,
the ownership must not be subject to
any conditions, executory agreements,
voting trusts, or other arrangements
that cause or potentially cause owner-
ship benefits to go to another. The
pledge or encumbrance of stock or
other ownership interest as collateral,
including seller-financed transactions,
does not affect the unconditional na-
ture of ownership if the terms follow
normal commercial practices and the
owner retains control absent violations
of the terms.

(c) Requirement for direct ownership.
To be considered direct, the qualifying
women must own 51 percent of the con-
cern directly. The 51 percent ownership
may not be through another business
entity or a trust (including employee
stock ownership trusts) that is, in
turn, owned and controlled by one or
more women or economically disadvan-
taged women. However, ownership by a
trust, such as a living trust, may be
treated as the functional equivalent of
ownership by a woman or economically
disadvantaged woman where the trust
is revocable, and the woman is the
grantor, a trustee, and the sole current
beneficiary of the trust.

(d) Ownership of a partnership. In the
case of a concern that is a partnership,
at least b1 percent of each class of part-
nership interest must be uncondition-
ally owned by one or more women. The
ownership must be reflected in the con-
cern’s partnership agreement. For pur-
poses of this requirement, general and
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§127.202

limited partnership interests are con-
sidered different classes of partnership
interest.

(e) Ownership of a limited liability com-
pany. In the case of a concern that is a
limited liability company, at least 51
percent of each class of member inter-
est must be unconditionally owned by
one or more women.

(f) Ownership of a corporation. In the
case of a concern that is a corporation,
at least b1 percent of each class of vot-
ing stock outstanding and 51 percent of
the aggregate of all stock outstanding
must be unconditionally owned by one
or more women. In determining uncon-
ditional ownership of the concern, any
unexercised stock options or similar
agreements held by a woman will be
disregarded. However, any unexercised
stock option or other agreement, in-
cluding the right to convert non-voting
stock or debentures into voting stock,
held by any other individual or entity
will be treated as having been exer-
cised.

§127.202 What are the requirements
for control of an EDWOSB or
WOSB?

(a) General. To qualify as an
EDWOSB or WOSB, the management
and daily business operations of the
concern must be controlled by one or
more women. Control by one or more
women means that both the long-term
decision making and the day-to-day
management and administration of the
business operations must be conducted
by one or more women.

(b) Managerial position and experience.
A woman must hold the highest officer
position in the concern (usually Presi-
dent or Chief Executive Officer) and
must have managerial experience of
the extent and complexity needed to
run the concern. The woman manager
need not have the technical expertise
or possess the required license to be
found to control the concern if she can
demonstrate that she has ultimate
managerial and supervisory control
over those who possess the required 1i-
censes or technical expertise. However,
if a man possesses the required license
and has an equity interest in the con-
cern, he may be found to control the
concern.
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(c) Limitation on outside employment.
The woman who holds the highest offi-
cer position of the concern may not en-
gage in outside employment that pre-
vents her from devoting sufficient time
and attention to the daily affairs of the
concern to control its management and
daily business operations.

(d) Control over a partnership. In the
case of a partnership, one or more
women must serve as general partners,
with control over all partnership deci-
sions.

(e) Control over a limited liability com-
pany. In the case of a limited liability
company, one or more women must
serve as management members, with
control over all decisions of the limited
liability company.

(f) Control over a corporation. One or
more women must control the Board of
Directors of the concern. Women are
considered to control the Board of Di-
rectors when either:

(1) One or more women own at least
51 percent of all voting stock of the
concern, are on the Board of Directors
and have the percentage of voting
stock necessary to overcome any super
majority voting requirements; or

(2) Women comprise the majority of
voting directors through actual num-
bers or, where permitted by state law,
through weighted voting.

(g) Involvement in the concern by other
individuals or entities. Men or other en-
tities may be involved in the manage-
ment of the concern and may be stock-
holders, partners or limited liability
members of the concern. However, no
males or other entity may exercise ac-
tual control or have the power to con-
trol the concern.

§127.203 What are the rules governing
the requirement that economically
disadvantaged women must own
EDWOSBs?

(a) General. To qualify as an
EDWOSB, the concern must be at least
51% owned by one or more women who
are economically disadvantaged. A
woman is economically disadvantaged
if she can demonstrate that her ability
to compete in the free enterprise sys-
tem has been impaired due to dimin-
ished capital and credit opportunities
as compared to others in the same or
similar line of business.
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