§108.300

LLC NMVC Company, or the partners’
paid-in capital of a Partnership NMVC
Company, in each case subject to the
limitations in paragraph (c) of this sec-
tion.

(c) Ezxclusions from Private Capital.
Private Capital does not include:

(1) Funds borrowed by a NMVC Com-
pany from any source.

(2) Funds obtained through the
issuance of Leverage.

(3) Funds obtained directly from any
Federal agency or department.

(4) Any portion of a commitment
from an Institutional Investor with a
net worth of less than $10 million that
exceeds 10 percent of such Institutional
Investor’s net worth.

(5) A commitment from an investor if
SBA determines that the collectability
of the commitment is questionable.

(d) Limitations on including non-cash
capital contributions in Private Capital.
Private Capital does not include cap-
ital contributions in a form other than
cash, except as provided in this para-
graph (d). Subject to SBA’s prior ap-
proval, Private Capital may include
payments made on behalf of an Appli-
cant or Conditionally Approved NMVC
Company before the Applicant or Con-
ditionally Approved NMVC Company
becomes a NMVC Company for organi-
zational expenses and Management Ex-
penses incurred by the Applicant or the
Conditionally Approved NMVC Com-
pany prior to its becoming a NMVC
Company.

(e) Contributions with borrowed funds.
You may not accept any capital con-
tribution made with funds borrowed by
a Person seeking to own an equity in-
terest (whether direct or indirect, ben-
eficial or of record) of at least 10 per-
cent of your Private Capital. This ex-
clusion does not apply if:

(1) Such Person’s net worth is at
least twice the amount borrowed; or

(2) SBA gives its prior written ap-
proval of the capital contribution.

[66 FR 28609, May 23, 2001, as amended at 67
FR 68502, Nov. 12, 2002]
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Subpart D—Application and Ap-
proval Process for NMVC
Company Designation

§108.300 When and how to apply for
designation as a NMVC Company.

(a) Notice of Funds Availability
(““NOFA’’). SBA will publish a NOFA in
the FEDERAL REGISTER, advising poten-
tial applicants of the availability of
funds for the NMVC program. An enti-
ty may then submit an application for
designation as a NMVC Company.
When submitting its application, an
Applicant must comply with both these
regulations and any requirements spec-
ified in the NOFA, including submis-
sion deadlines. The NOFA may specify
limitations, special rules, procedures,
and restrictions for a particular fund-
ing round.

(b) Application form. An Applicant
must apply for designation as a NMVC
Company using the application packet
provided by SBA. Upon receipt of an
application, SBA may request clari-
fying or technical information on the
materials submitted as part of the ap-
plication.

§108.310 Contents of application.

Each Applicant must submit a com-
plete application, including the fol-
lowing:

(a) Amounts. The Applicant must in-
dicate—

(1) The specific amount of Regulatory
Capital it proposes to raise (which
amount must be at least $5,000,000); and

(2) The specific amount of binding
commitments for contributions in cash
or in-kind it proposes to raise, and/or
an annuity it proposes to purchase, in
accordance with the requirements of
§108.2030, as its matching resources for
its Operational Assistance grant award
(the aggregate of which must be not
less than $1,500,000 or 30 percent of the
Regulatory Capital it proposes to raise
under paragraph (a)(1) of this section,
whichever is greater).

(b) Comprehensive business plan. The
Applicant must submit a comprehen-
sive business plan covering at least a
five-year period, addressing the specific
items described in §108.320, and which
demonstrates that the Applicant has
the capacity to operate successfully as
a NMVC Company.
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(c) New Markets Tax Credit program.
Applicant must address if and to what
extent it intends to conform its activi-
ties to the New Markets Tax Credit
laws. If Applicant plans to seek a New
Markets Tax Credit, Applicant also
must state the amount of tax credit al-
location it intends to seek.

[66 FR 28609, May 23, 2001, as amended at 67
FR 68502, Nov. 12, 2002]

§108.320 Contents of comprehensive
business plan.

(a) Erecutive summary. The executive
summary must include a description
of—

(1) The Applicant;

(2) Its strategy for how it proposes to
make successful Developmental Ven-
ture Capital investments in identified
LI Areas;

(3) The markets in the LI Areas it
proposes to serve; and

(4) How it intends to work with com-
munity organizations in and be ac-
countable to the residents of identified
LI Areas in order to facilitate its De-
velopmental Venture Capital invest-
ments.

(b) Capacity, skills, and experience of
the management team. An Applicant
must provide information generally as
to the background, capability, edu-
cation, reputation and training of its
general partners, managers, officers,
key personnel, investment committee
and governing board members. The Ap-
plicant also must provide information
specifically on these individuals’ quali-
fications and reputation in the areas of
Community Development Finance and/
or Relevant Venture Capital Finance,
including the impact of these individ-
uals’ activities in these areas.

(c) Market analysis. An Applicant
must provide an analysis of the LI
Areas in which it intends to focus its
Developmental Venture Capital invest-
ments and Operational Assistance to
Smaller Enterprises, demonstrating
that the Applicant understands the
market and the unmet capital needs in
such areas and how its activities will
meet these unmet capital needs
through Developmental Venture Cap-
ital investments and will have a posi-
tive economic impact on those areas.
The analysis must include a descrip-
tion of the extent of the economic dis-

§108.320

tress in the identified LI Areas. An Ap-
plicant also must analyze the extent of
the demand in such areas for Develop-
mental Venture Capital investments
and any factors or trends that may af-
fect the Applicant’s ability to make ef-
fective Developmental Venture Capital
investments.

(d) Operational capacity and invest-
ment strategies. An Applicant must sub-
mit information concerning its policies
and procedures for underwriting and
approving its Developmental Venture
Capital investments, monitoring its
portfolio, and maintaining internal
controls and operations.

(e) Regulatory Capital. An Applicant
must include a detailed description of
how it plans to raise its Regulatory
Capital. An Applicant must discuss its
potential sources of Regulatory Cap-
ital, the estimated timing on raising
such funds, and the extent of the ex-
pressions of interest to commit such
funds to the Applicant.

(f) Plan for providing Operational As-
sistance. An Applicant must describe
how it plans to use its grant funds to
provide Operational Assistance to
Smaller Enterprises in which it will
make Developmental Venture Capital
investments. Its plan must address the
types of Operational Assistance it pro-
poses to provide, and how it plans to
provide the Operational Assistance
through the use of licensed profes-
sionals, when necessary, either from its
own staff or from outside entities.

(g) Matching resources for Operational
Assistance grant. An Applicant must in-
clude a detailed description of how it
plans to obtain binding commitments
for cash or in-kind contributions, and/
or to purchase an annuity, to match
the funds requested from SBA for the
Applicant’s Operational Assistance
grant. If it proposes to obtain commit-
ments for cash and in-kind contribu-
tions, it also must estimate the ratio
of cash to in-kind contributions (in no
event may in-kind contributions ex-
ceed 50 percent of the total contribu-
tions). Applicant must discuss its po-
tential sources of matching resources,
the estimated timing on raising such
funds, and the extent of the expressions
of interest to commit such funds to the
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