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OFFICE OF GEREHAL COUNSEL B=197439

Octoher 7, 1980

The Honorable Benjamlﬁ A. Gilman
U.S. House of Representatives

3

Dear Mr, Gilmans un;lethcﬂi

AL

ilaple m pablin rrading

Thiv' is in reply ta your inquiry of Auguat 12, 1980,
concerning the dissatisxnction of the Village of New
Square with recent ac tions rveportedly talker: hy the Small
Rusinéss Adminiatration (SBAY. Apparently,\the village of
New Square 1s disturbed over tha possibility that SBA will
not fulfill its promise to invest in Square peal Venture
Capitol Corporation, A minqxity enterprise smiall husiness
investment company (HESBIC). in which New Squarxe 18 inter-
ested. Presumably, SBi's purported actions were based on a
receant Comptrol’er General q$ciuion. 3\

on July 29, 1900, we ia&ued our decision B 197439
(copy enclosed), holding that “absent a specifiv statutory

- pruvision to the contrary, SB% lagks authority .to leverage -
against Federal funds investec' in MESBICs, since' the statute N T
genevally applicable to leveraging investments in MbSBICq N
limits the leverage to "privaty" funds, that is, to'invest- :
ments nade by private, non-federal sources. . The qecision . Lﬁm\
points to investments in UbSBIC§ pursuant to the C1mmunity | ) ;,;@‘
Services Act as an example of a'situation where a specific . TS
statutory provision allows Federal noney to be cons:dered S
private for leveraging purposes.u In the situation at issue
in B-197439, however, the source: of the Federal funds was
the lederal Railroad Administration. and there vas no: statu-
tory authority for the anestmentqto be considered pxlvute
for natching or leveraging purposus. And the source of the
Federal investment in the Squdre Deal Venture Capitol.Cox-
poration of Nhew bquare, apparently, is a block grant autho- |
rized under the Community Development Act of 1974, a statute |
not considered in our chision. _ . B j

. I‘ [

We understand thaL obx is cafegorizing the Federal Z$J;
investments in MESBICS: as woll as any exlsting SBA leveraqing
commitments, and’ plane to request our assistance in determin-
ing how to treat existing leviéraging commitments. That will,
undoubtedly, include consideration of investments in MESBICSs

. authorized under the lousing and Community Development Act
‘ of 1974, and whether S8BA is authorlzed by statute to leveruue
against them. sSince the Federal investment in Square Deal
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was auythorizgad under the Community Developinent Act of 1974,
we asaume it is one that SBA'/plans to consult us about. We
suggesi. that the interested parties ask SBA to keen themn
informed of developrents,

We Hépe this responds to your inquiry, The letter from
the Mayor of New Square is returned, as you askead.

Sincerely yours,

- L "
%Lu.’{fev\ ' ﬁmgaJ
ocdolar

Milton J.
General Counsel
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