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Securities or Operating Concerns Ac-
quired. 

[61 FR 3189, Jan. 31, 1996, as amended at 63 
FR 5868, Feb. 5, 1998; 74 FR 33916, July 14, 
2009] 

§ 107.1170 Maximum amount of Par-
ticipating Securities for any Li-
censee. 

The maximum amount of Partici-
pating Securities you may have out-
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 Se-
curities and Preferred Securities you 
may have outstanding at any time is 
200 percent of your Leverageable Cap-
ital. 

SPECIAL RULES FOR LEVERAGE ISSUED 
BY AN EARLY STAGE SBIC 

§ 107.1180 Required distributions to 
SBA by Early Stage SBICs. 

(a) Distribution requirement. If you are 
an Early Stage SBIC with outstanding 
Leverage, you may make Distributions 
to your investors and to SBA only as 
permitted under this section. See also 
§ 107.585. For the purposes of this sec-
tion, ‘‘Distributions’’ do not include re-
quired payments to SBA of interest 
and Charges and payments of Leverage 
principal at maturity, all of which 
shall be paid in accordance with the 
terms of the Leverage. You may make 
a Distribution on any Payment Date. 
Unless SBA permits otherwise, you 
must notify SBA in writing of any 
planned distribution under this sec-
tion, including computations of the 
amounts distributable to SBA and your 
investors, at least 10 business days be-
fore the distribution date. 

(b) How SBA will apply Distributions. 
Any amounts you distribute to SBA, or 
its designated agent or Trustee, under 
this section will be applied to repay-
ment of principal of outstanding De-
bentures in order of issue. You may 
prepay any Debenture in whole, but not 
in part, on any Payment Date without 
penalty. 

(c) Condition for making a Distribution. 
You may make a Distribution under 
this section only if you have paid all 
interest and Charges on your out-
standing Debentures that are due and 

payable, or will pay such interest and 
Charges simultaneously with your Dis-
tribution. 

(d) SBA’s share of Distribution. For 
each proposed Distribution, determine 
SBA’s share of the Distribution as fol-
lows: 

(1) Determine the highest ratio of 
outstanding Leverage to Leverageable 
Capital that you have ever attained 
(your ‘‘Highest Leverage Ratio’’). For 
the purpose of determining your High-
est Leverage Ratio, any deferred inter-
est Debentures issued at a discount 
must be included in the computation at 
their face value. 

(2) Determine SBA’s percentage share 
of cumulative Distributions: 

(i) If your Capital Impairment Per-
centage under § 107.1840 is less than 50 
percent as of the Distribution date or 
your Highest Leverage Ratio equals 0.5 
or less, except as provided in paragraph 
(d)(2)(iii) of this section, SBA’s per-
centage share of cumulative Distribu-
tions equals: 
[Highest Leverage Ratio/(Highest Le-

verage Ratio + 1)] × 100 
For example, if your Highest Leverage 

Ratio equals 1, then SBA’s share of 
any distribution you make will be 
50 percent. 

(ii) If your Capital Impairment Per-
centage under § 107.1840 is 50 percent or 
greater as of the Distribution date and 
your Highest Leverage Ratio is greater 
than 0.5, SBA’s percentage share of cu-
mulative Distributions equals 100 per-
cent. 

(iii) If you have a condition of Cap-
ital Impairment under § 107.1830 and 
your Highest Leverage Ratio equals 0.5 
or less as of the Distribution date, 
SBA’s percentage share of cumulative 
Distributions equals 100 percent. 

(3) Multiply the sum of all your prior 
Distributions and your current pro-
posed Distribution (including Distribu-
tions to SBA, your limited partners 
and your General Partner) by SBA’s 
percentage share of cumulative Dis-
tributions as determined in paragraph 
(d)(2) of this section. 

(4) From the result in paragraph 
(d)(3) of this section, subtract the sum 
of all your prior Distributions to SBA 
under this § 107.1180. 

(5) The amount of your Distribution 
to SBA will be the least of: 
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(i) The result in paragraph (d)(4) of 
this section; 

(ii) Your current proposed Distribu-
tion; or 

(iii) Your outstanding Leverage. 
(e) Additional Leverage prepayment. On 

any Payment Date, subject to the 
terms of your Leverage, you may make 
a payment to SBA to be applied to re-
payment of the principal of one or 
more outstanding Debentures in order 
of issue, without making any Distribu-
tion to your investors. 

[77 FR 25053, Apr. 27, 2012] 

§ 107.1181 Interest reserve require-
ments for Early Stage SBICs. 

(a) Reserve requirement. If you are an 
Early Stage SBIC with outstanding Le-
verage, for each Debenture which re-
quires periodic interest payments to 
SBA during the first five years of its 
term, you must maintain a reserve suf-
ficient to pay the interest and Charges 
on such Debenture for the first 21 Pay-
ment Dates following the date of 
issuance. This reserve may consist of 
any combination of the following: 

(1) Binding unfunded commitments 
from your Institutional Investors that 
cannot be called for any purpose other 
than the payment of interest and 
Charges to SBA, or the payment of any 
amounts due to SBA; and 

(2) Cash maintained in a separate 
bank account or separate investment 
account permitted under § 107.530 of 
this part and separately identified in 
your financial statements as ‘‘re-
stricted cash’’ available only for the 
purpose of paying interest and Charges 
to SBA, or for the payment of any 
amounts due to SBA. 

(b) The required reserve associated 
with an individual Debenture shall be 
reduced on each Payment Date upon 
payment of the required interest and 
Charges. If you prepay a Debenture 
prior to the 21st Payment Date fol-
lowing its date of issuance, the reserve 
requirement associated with that De-
benture shall be correspondingly elimi-
nated. 

(c) Your limited partnership agree-
ment must incorporate the reserve re-
quirement in paragraph (a) of this sec-
tion. 

[77 FR 25053, Apr. 27, 2012] 

§ 107.1182 Valuation requirements for 
Early Stage SBICs based on Capital 
Impairment Percentage. 

(a) If you are an Early Stage SBIC, 
you must compute your Capital Im-
pairment Percentage and determine 
whether you have a condition of Cap-
ital Impairment in accordance with 
§§ 107.1830 and 107.1840 of this part. 

(b) You must promptly notify SBA in 
writing if your Capital Impairment 
Percentage is at least 50 percent, even 
if your maximum permitted Capital 
Impairment Percentage is higher. 

(c) Upon receipt of your notification 
under paragraph (b) of this section, or 
upon making its own determination 
that your Capital Impairment Percent-
age is at least 50 percent, SBA has the 
right to require you to engage, at your 
expense, an independent third party, 
acceptable to SBA, to prepare valu-
ations of some or all of your Loans and 
Investments, as designated by SBA. 

[77 FR 25053, Apr. 27, 2012] 

CONDITIONAL COMMITMENTS BY SBA TO 
RESERVE LEVERAGE FOR A LICENSEE 

§ 107.1200 SBA’s Leverage commitment 
to a Licensee—application proce-
dure, amount, and term. 

(a) General. Under the provisions in 
§§ 107.1200 through 107.1240, you may 
apply for SBA’s conditional commit-
ment to reserve a specific amount and 
type of Leverage for your future use. 
You may then apply to draw down Le-
verage against the commitment. 

(b) Applying for a Leverage commit-
ment. SBA will notify you when it is 
accepting requests for Leverage com-
mitments. Upon receipt of your re-
quest, SBA will send you a complete 
application package. 

(c) Limitations on the amount of a Le-
verage commitment. The amount of a Le-
verage commitment must be a multiple 
of $5,000. 

(d) Term of Leverage commitment. 
SBA’s Leverage commitment will auto-
matically lapse on the expiration date 
stated in the commitment letter issued 
to you by SBA. 

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