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§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.

(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
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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-
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
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