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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 plan) that is, in turn, 
owned and controlled by one or more 
women or economically disadvantaged 
women. However, ownership by a trust, 
such as a living trust, may be treated 
as the functional equivalent of owner-
ship by a woman or economically dis-
advantaged woman where the trust is 
revocable, and the woman is the grant-
or, the 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 51 percent of each class of part-
nership interest must be uncondition-
ally owned by one or more women or in 
the case of an EDWOSB, economically 
disadvantaged women. The ownership 
must be reflected in the concern’s part-
nership agreement. For purposes of 
this requirement, general and limited 
partnership interests are considered 
different classes of partnership inter-
est. 

(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 or in the case of an 
EDWOSB, economically disadvantaged 
women. 

(f) Ownership of a corporation. In the 
case of a concern that is a corporation, 
at least 51 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, or in the case of an 
EDWOSB, economically disadvantaged 
women. In determining unconditional 
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 a WOSB, 
the management and daily business op-
erations of the concern must be con-
trolled by one or more women. To qual-
ify as an EDWOSB, the management 
and daily business operations of the 
concern must be controlled by one or 
more women who are economically dis-
advantaged. Control by one or more 
women or economically disadvantaged 
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 or economically 
disadvantaged women. 

(b) Managerial position and experience. 
A woman, or in the case of an EDWOSB 
an economically disadvantaged woman, 
must hold the highest officer position 
in the concern and must have manage-
rial experience of the extent and com-
plexity needed to run the concern. The 
woman or economically disadvantaged 
woman manager need not have the 
technical expertise or possess the re-
quired 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 licenses or tech-
nical expertise. However, if a man pos-
sesses the required license and has an 
equity interest in the concern, he may 
be found to control the concern. 

(c) Limitation on outside employment. 
The woman or economically disadvan-
taged woman who holds the highest of-
ficer position of the concern must man-
age it on a full-time basis and devote 
full-time to the business concern dur-
ing the normal working hours of busi-
ness concerns in the same or similar 
line of business. The woman or eco-
nomically disadvantaged woman who 
holds the highest officer position may 
not engage in outside employment that 
prevents her from devoting sufficient 
time and attention to the daily affairs 
of the concern to control its manage-
ment and daily business operations. 

(d) Control over a partnership. In the 
case of a partnership, one or more 
women, or in the case of an EDWOSB, 
economically disadvantaged women, 
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must serve as general partners, with 
control over all partnership decisions. 

(e) Control over a limited liability com-
pany. In the case of a limited liability 
company, one or more women, or in the 
case of an EDWOSB, economically dis-
advantaged women, must serve as man-
agement members, with control over 
all decisions of the limited liability 
company. 

(f) Control over a corporation. One or 
more women, or in the case of an 
EDWOSB, economically disadvantaged 
women, must control the Board of Di-
rectors of the concern. Women or eco-
nomically disadvantaged women are 
considered to control the Board of Di-
rectors when either: 

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

(2) Women or economically disadvan-
taged 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 percent owned by one or more 
women who are economically disadvan-
taged. A woman is economically dis-
advantaged if she can demonstrate that 
her ability to compete in the free en-
terprise system has been impaired due 
to diminished capital and credit oppor-
tunities as compared to others in the 
same or similar line of business. SBA 
does not take into consideration com-
munity property laws when deter-
mining economic disadvantage when 
the woman has no direct, individual or 

separate ownership interest in the 
property. 

(b) Limitation on personal net worth. 
(1) In order to be considered economi-

cally disadvantaged, the woman’s per-
sonal net worth must be less than 
$750,000, excluding her ownership inter-
est in the concern and her equity inter-
est in her primary personal residence. 

(2) Income received from an EDWOSB 
that is an S corporation, LLC or part-
nership will be excluded from net 
worth where the EDWOSB provides 
documentary evidence demonstrating 
that the income was reinvested in the 
business concern or the distribution 
was solely for the purposes of paying 
taxes arising in the normal course of 
operations of the business concern. 
Losses from the S corporation, LLC or 
partnership, however, are losses to the 
EDWOSB only, not losses to the indi-
vidual, and cannot be used to reduce an 
individual’s net worth. 

(3) Funds invested in an Individual 
Retirement Account (IRA) or other of-
ficial retirement account that are un-
available until retirement age without 
a significant penalty will not be con-
sidered in determining a woman’s net 
worth. In order to properly assess 
whether funds invested in a retirement 
account may be excluded from a wom-
an’s net worth, she must provide infor-
mation about the terms and restric-
tions of the account to SBA and certify 
that the retirement account is legiti-
mate. 

(c) Factors to be considered. 
(1) General. The personal financial 

condition of the woman claiming eco-
nomic disadvantage, including her per-
sonal income for the past three years 
(including bonuses, and the value of 
company stock given in lieu of cash), 
her personal net worth and the fair 
market value of all of her assets, 
whether encumbered or not, will be 
considered in determining whether she 
is economically disadvantaged. 

(2) Spouse’s financial situation. SBA 
may consider a spouse’s financial situ-
ation in determining a woman’s access 
to credit and capital. When married, an 
individual claiming economic dis-
advantage must submit separate finan-
cial information for her spouse, unless 
the individual and the spouse are le-
gally separated. SBA will consider a 
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