Small Business Administration

(e) Nothing in this section shall be
construed to alter in any way the pro-
cedures by which procuring activities
award contracts under the SBA’s 8(a)
Business Development program (see 13
CFR part 124).

(f) This pilot program terminates on
September 30, 2000. Any award under
this program must be made on or be-
fore this date.

[63 FR 46642, Sept. 2, 1998]

Subpart A—Definitions for the
Service-Disabled Veteran-
Owned Small Business Con-
cern Program

SOURCE: 69 FR 25267, May 5, 2004, unless
otherwise noted.

§125.8 What definitions are important
in the Service-Disabled Veteran-
Owned (SDVO) Small Business Con-
cern (SBC) Program?

(a) Contracting Officer has the mean-
ing given such term in section 27(f)(5)
of the Office of Federal Procurement
Policy Act (41 U.S.C. 423(f)(5)).

(b) Interested Party means the con-
tracting activity’s contracting officer,
the SBA or any concern that submits
an offer for a specific SDVO contract.

(c) Permanent caregiver is the spouse,
or an individual, 18 years of age or
older, who is legally designated, in
writing, to undertake responsibility for
managing the well-being of the service-
disabled veteran, to include housing,
health and safety. A permanent care-
giver may, but does not need to, reside
in the same household as the service-
disabled veteran. In the case of a serv-
ice-disabled veteran lacking legal ca-
pacity, the permanent caregiver shall
be a parent, guardian, or person having
legal custody. There may be no more
than one ‘‘permanent caregiver’ per
service-disabled veteran.

(d) Service-Disabled Veteran with a Per-
manent and Severe Disability means a
veteran with a service-connected dis-
ability that has been determined by
the U.S. Department of Veterans Af-
fairs to have a permanent and total
disability for purposes of receiving dis-
ability compensation or a disability
pension.

§125.9

(e) Service-Connected has the meaning
given that term in section 101(16) of
Title 38, United States Code.

(f) Service-disabled veteran is a veteran
with a disability that is service-con-
nected.

(g) SBC owned and controlled by serv-
ice-disabled veterans (also known as a
Service-Disabled Veteran-Owned SBC)
is a concern—

(1) Not less than 51% of which is
owned by one or more service-disabled
veterans or, in the case of any publicly
owned business, not less than 51% of
the stock of which is owned by one or
more service-disabled veterans;

(2) The management and daily busi-
ness operations of which are controlled
by one or more service-disabled vet-
erans or, in the case of a service-dis-
abled veteran with permanent and se-
vere disability, the spouse or perma-
nent caregiver of such veteran; and

(3) That is small as defined by §125.11.

(h) Spouse has the meaning given the
term in section 101(16) of Title 38,
United States Code.

(i) Veteran has the meaning given the
term in section 101(2) of Title 38,
United States Code.

Subpart B—Eligibility Requirements
for the SDVO SBC Program

SOURCE: 69 FR 25267, May 5, 2004, unless
otherwise noted.

§125.9 Who does SBA consider to own
an SDVO SBC?

A concern must be at least 51% un-
conditionally and directly owned by
one or more service-disabled veterans.
More specifically:

(a) Ownership must be direct. Owner-
ship by one or more service disabled
veterans must be direct ownership. A
concern owned principally by another
business entity that is in turn owned
and controlled by one or more service-
disabled veterans does not meet this
requirement. Ownership by a trust,
such as a living trust, may be treated
as the functional equivalent of owner-
ship by service-disabled veterans where
the trust is revocable, and service-dis-
abled veterans are the grantors, trust-
ees, and the current beneficiaries of the
trust.
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§125.10

(b) Ownership of a partnership. In the
case of a concern which is a partner-
ship, at least 51% of every class of part-
nership interest must be uncondition-
ally owned by one or more service-dis-
abled veterans. The ownership must be
reflected in the concern’s partnership
agreement.

(c) Ownership of a limited liability com-
pany. In the case of a concern which is
a limited liability company, at least
51% of each class of member interest
must be unconditionally owned by one
or more service-disabled veterans.

(d) Ownership of a corporation. In the
case of a concern which is a corpora-
tion, at least 51% of the aggregate of
all stock outstanding and at least 51%
of each class of voting stock out-
standing must be unconditionally
owned by one or more service-disabled
veterans.

(e) Stock options’ effect on ownership.
In determining unconditional owner-
ship, SBA will disregard any
unexercised stock options or similar
agreements held by service-disabled
veterans. However, any unexercised
stock options or similar agreements
(including rights to convert non-voting
stock or debentures into voting stock)
held by non-service-disabled veterans
sill be treated as exercised, except for
any ownership interests which are held
by investment companies licensed
under the Small Business Investment
Act of 1958.

(f) Change of ownership. A concern
may change its ownership or business
structure so long as one or more serv-
ice-disabled veterans own and control
it after the change.

§125.10 Who does SBA consider to con-
trol an SDVO SBC?

(a) General. To be an eligible SDVO
SBC, the management and daily busi-
ness operations of the concern must be
controlled by one or more service-dis-
abled veterans (or in the case of a vet-
eran with permanent and severe dis-
ability, the spouse or permanent care-
giver of such veteran). Control by one
or more service-disabled veterans
means that both the long-term deci-
sions making and the day-to-day man-
agement and administration of the
business operations must be conducted
by one or more service-disabled vet-
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erans (or in the case of a veteran with
permanent and severe disability, the
spouse or permanent caregiver of such
veteran).

(b) Managerial position and experience.
A service-disabled veteran (or in the
case of a service-disabled veteran with
permanent and severe disability, the
spouse or permanent caregiver of such
veteran) 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 service-disabled
veteran manager (or in the case of a
veteran with permanent and severe dis-
ability, the spouse or permanent care-
giver of such veteran) need not have
the technical expertise or possess the
required license to be found to control
the concern if the service-disabled vet-
eran can demonstrate that he or she
has ultimate managerial and super-
visory control over those who possess
the required licenses or technical ex-
pertise.

(c) Control over a partnership. In the
case of a partnership, one or more serv-
ice-disabled veterans (or in the case of
a veteran with permanent and severe
disability, the spouse or permanent
caregiver of such veteran) must serve
as general partners, with control over
all partnership decisions.

(d) Control over a limited liability com-
pany. In the case of a limited liability
company, one or more service-disabled
veterans (or in the case of a veteran
with permanent or severe disability,
the spouse or permanent caregiver of
such veteran) must serve as managing
members, with control over all deci-
sions of the limited liability company.

(e) Control over a corporation. One or
more service-disabled veterans (or in
the case of a veteran with permanent
and severe disability, the spouse or per-
manent caregiver of such veteran)
must control the Board of Directors of
the concern. Service-disabled veterans
are considered to control the Board of
Directors when either:

(1) One of more service-disabled vet-
erans own at least 51% of all voting
stock of the concern, are on the Board
of Directors and have the percentage of
voting stock necessary to overcome

436



