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Principal office means the location 
where the greatest number of the con-
cern’s employees at any one location 
perform their work. However, for those 
concerns whose ‘‘primary industry’’ 
(see 13 CFR 121.107) is service or con-
struction (see 13 CFR 121.201), the de-
termination of principal office excludes 
the concern’s employees who perform 
the majority of their work at job-site 
locations to fulfill specific contract ob-
ligations. 

Qualified census tract has the meaning 
given that term in section 
42(d)(5)(C)(ii)(I) of the Internal Revenue 
Code (Title 26 of the United States 
Code). 

Qualified HUBZone SBC means a 
HUBZone SBC that SBA certifies as 
qualified for federal contracting assist-
ance under the HUBZone program. 

Qualified non-metropolitan county 
means any county that: 

(1) Based on the most recent data 
available from the Bureau of the Cen-
sus of the Department of Commerce— 

(i) Is not located in a metropolitan 
statistical area; and 

(ii) In which the median household 
income is less than 80 percent of the 
non-metropolitan State median house-
hold income; or 

(2) Based on the most recent data 
available from the Secretary of Labor, 
has an unemployment rate that is not 
less than 140 percent of the statewide 
average unemployment rate for the 
State in which the county is located. 

Reside means to live in a primary res-
idence at a place for at least 180 days, 
or as a currently registered voter, and 
with intent to live there indefinitely. 

Small disadvantaged business (SDB) 
means a concern that is small pursuant 
to part 121 of this title, and is owned 
and controlled by socially and eco-
nomically disadvantaged individuals, 
tribes, Alaska Native Corporations, Na-
tive Hawaiian Organizations, or Com-
munity Development Corporations. 

Statewide average unemployment rate is 
the rate based on the most recent data 
available from the Bureau of Labor 
Statistics, United States Department 
of Labor, Division of Local Area Unem-
ployment Statistics, 2 Massachusetts 
Ave., NE., Room 4675, Washington, D.C. 
20212. A copy is also available at SBA, 

Office of AA/HUB, 409 3rd Street, SW., 
Washington DC 20416. 

Women-owned business (WOB) means a 
concern that is small pursuant to part 
121 of this title, and is at least 51 per-
cent owned and controlled by women. 

[63 FR 31908, June 11, 1998, as amended at 66 
FR 4645, Jan. 18, 2001]

Subpart B—Requirements to be a 
Qualified HUBZone SBC

§ 126.200 What requirements must a 
concern meet to receive SBA certifi-
cation as a qualified HUBZone 
SBC? 

(a) The concern must be a HUBZone 
SBC as defined in § 126.103; and 

(b) At least 35 percent of the con-
cern’s employees must reside in a 
HUBZone, and the HUBZone SBC must 
certify that it will attempt to main-
tain this percentage during the per-
formance of any HUBZone contract it 
receives. When determining the per-
centage of employees that reside in a 
HUBZone, if the percentage results in a 
fraction round up to the nearest whole 
number,

Example 1: A concern has 25 employees, 35 
percent or 8.75 employees must reside in a 
HUBZone. Thus, 9 employees must reside in 
a HUBZone.

Example 2: A concern has 95 employees, 35 
percent or 33.25 employees must reside in a 
HUBZone. Thus, 34 employees must reside in 
a HUBZone.

and 
(c) The HUBZone SBC must certify 

that it will ensure that it will comply 
with certain contract performance re-
quirements in connection with con-
tracts awarded to it as a qualified 
HUBZone SBC, as set forth in § 126.700.

§ 126.201 For this purpose, who does 
SBA consider to own a HUBZone 
SBC? 

An owner of a HUBZone SBC is a per-
son who owns any legal or equitable in-
terest in such HUBZone SBC. More spe-
cifically: 

(a) Corporations. SBA will consider 
any person who owns stock, whether 
voting or non-voting, to be an owner. 
SBA will consider options to purchase 
stock to have been exercised. SBA will 

VerDate Dec<13>2002 05:00 Jan 20, 2003 Jkt 200040 PO 00000 Frm 00418 Fmt 8010 Sfmt 8010 Y:\SGML\200040T.XXX 200040T



419

Small Business Administration § 126.300

consider the right to convert deben-
tures into voting stock to have been 
exercised. 

(b) Partnerships. SBA will consider a 
partner, whether general or limited, to 
be an owner if that partner owns an eq-
uitable interest in the partnership. 

(c) Sole proprietorships. The proprietor 
is the owner. 

(d) Limited liability companies. SBA 
will consider each member to be an 
owner of a limited liability company.

Example 1: All stock of a corporation is 
owned by U.S. citizens. The president of the 
corporation, a non-U.S. citizen, owns no 
stock in the corporation, but owns options to 
purchase stock in the corporation. SBA will 
consider the option exercised, and the cor-
poration is not eligible to be a qualified 
HUBZone SBC.

Example 2: A partnership is owned 99.9 per-
cent by persons who are U.S. citizens, and 0.1 
percent by someone who is not. The partner-
ship is not eligible because it is not 100 per-
cent owned by U.S. citizens.

§ 126.202 Who does SBA consider to 
control a HUBZone SBC? 

Control means both the day-to-day 
management and long-term decision-
making authority for the HUBZone 
SBC. Many persons share control of a 
concern, including each of those occu-
pying the following positions: officer, 
director, general partner, managing 
partner, and manager. In addition, key 
employees who possess critical li-
censes, expertise or responsibilities re-
lated to the concern’s primary eco-
nomic activity may share significant 
control of the concern. SBA will con-
sider the control potential of such key 
employees on a case by case basis.

§ 126.203 What size standards apply to 
HUBZone SBCs? 

(a) At time of application for certifi-
cation. A HUBZone SBC must meet 
SBA’s size standards for its primary in-
dustry classification as defined in 
§ 121.201 of this title. If SBA is unable 
to verify that a concern is small, SBA 
may deny the concern status as a 
qualified HUBZone SBC, or SBA may 
request a formal size determination 
from the responsible Government Con-
tracting Area Director or designee. 

(b) At time of contract offer. A 
HUBZone SBC must be small within 

the size standard corresponding to the 
SIC code assigned to the contract.

§ 126.204 May a qualified HUBZone 
SBC have affiliates? 

A concern may have affiliates pro-
vided that the aggregate size of the 
concern and all its affiliates is small as 
defined in part 121 of this title. 

[66 FR 4645, Jan. 18, 2001]

§ 126.205 May WOBs, 8(a) participants 
or SDBs be qualified HUBZone 
SBCs? 

Yes. WOBs, 8(a) participants, and 
SDBs can qualify as HUBZone SBCs if 
they meet the additional requirements 
in this part.

§ 126.206 May non-manufacturers be 
certified as qualified HUBZone 
SBCs? 

Non-manufacturers (referred to in 
the HUBZone Act of 1997 as ‘‘regular 
dealers’’) may be certified as qualified 
HUBZone SBCs if they meet all of the 
requirements set forth in § 126.200. For 
purposes of this part, a ‘‘non-manufac-
turer’’ is defined in § 121.406(b)(1)(i) and 
(ii) of this title. 

[66 FR 4645, Jan. 18, 2001]

§ 126.207 May a qualified HUBZone 
SBC have offices or facilities in an-
other HUBZone or outside a 
HUBZone? 

Yes. A qualified HUBZone SBC may 
have offices or facilities in another 
HUBZone or even outside a HUBZone 
and still be a qualified HUBZone SBC. 
However, in order to qualify, the con-
cern’s principal office must be located 
in a HUBZone.

Subpart C—Certification

§ 126.300 How may a concern be cer-
tified as a qualified HUBZone SBC? 

A concern must apply to SBA for cer-
tification. The application must in-
clude a representation that it meets 
the eligibility requirements described 
in § 126.200 and must submit relevant 
supporting information. SBA will con-
sider the information provided by the 
concern in order to determine whether 
the concern qualifies. SBA, in its sole 
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