§4290.510

not permitted to employ, offer employ-
ment to, or retain for professional serv-
ices, any person who:

(1) Served as an officer, attorney,
agent, or employee of SBA or USDA
within one year before such date; and

(2) In that capacity, occupied a posi-
tion or engaged in activities which, in
SBA’s or the Secretary’s determina-
tion, involved discretion with respect
to the issuing of Leverage or the grant-
ing of such assistance.

(b) For purposes of this section, “‘as-
sistance’” means financial, contractual,
grant, managerial, or other aid, includ-
ing licensing, certifications, and other
eligibility determinations made by
USDA or SBA, and any express deci-
sion to compromise or defer possible
litigation or other adverse action.

MANAGEMENT AND COMPENSATION

§4290.510 Approval of RBIC’s Invest-
ment Adviser/Manager.

(a) General. You may employ an In-
vestment Adviser/Manager who will be
subject to the supervision of your
board of directors, managing mem-
ber(s), or general partner(s). If you
have Leverage or plan to seek Lever-
age, you must obtain the Secretary’s
prior written approval of the manage-
ment contract. Approval of an Invest-
ment Adviser/Manager for one RBIC
does not indicate approval of that man-
ager for any other RBIC.

(b) Management contract. The con-
tract must:

(1) Specify the services the Invest-
ment Adviser/Manager will render to
you and to your Portfolio Concerns;
and

(2) Indicate the basis for computing
Management Expenses.

(c) Material change to approved man-
agement contract. Any proposed mate-
rial change must be approved by both
you and the Secretary in advance. If
you are uncertain whether the change
is material, submit the proposed revi-
sion to the Secretary.

§4290.520
RBIC.

The Secretary must approve your ini-
tial Management Expenses and any in-
creases in your Management Expenses.

Management Expenses of a
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(a) Definition of Management Expenses.
Management Expenses include:

(1) Salaries;

(2) Office expenses;

(3) Travel;

(4) Business development, including
finders’ fees;

(5) Office and equipment rental;

(6) Bookkeeping; and

(7) Expenses related to developing,
investigating and monitoring invest-
ments.

(b) Management Expenses do not in-
clude services provided by specialized
outside consultants, outside lawyers
and independent public accountants, if
they perform services not generally
performed by a venture capital com-

pany.
CASH MANAGEMENT BY A RBIC

§4290.530 Restrictions on investments
of idle funds by RBICs.

(a) Permitted investments of idle funds.
Funds not invested in Portfolio Con-
cerns must be maintained in:

(1) Direct obligations of, or obliga-
tions guaranteed as to principal and in-
terest by, the United States, which ma-
ture within 15 months from the date of
the investment; or

(2) Repurchase agreements with fed-
erally insured institutions, with a ma-
turity of seven days or less. The securi-
ties underlying the repurchase agree-
ments must be direct obligations of, or
obligations guaranteed as to principal
and interest by, the United States. The
securities must be maintained in a cus-
todial account at a federally insured
institution; or

(3) Certificates of deposit with a ma-
turity of one year or less, issued by a
federally insured institution; or

(4) A deposit account in a federally
insured institution, subject to a with-
drawal restriction of one year or less;
or

(5) A checking account in a federally
insured institution; or

(6) A reasonable petty cash fund.

(b) Deposit of funds in excess of the in-
sured amount—(1) General rule. You are
permitted to deposit in a federally in-
sured institution funds in excess of the
institution’s insured amount, but only
if the institution is ‘““‘well capitalized”
in accordance with the definition set
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