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will attract new investment funds in areas that need small business
facilities.

The CratrMan. What is the tenure, the term of the average lease
being considered in these centers?

" 'Mr. Moor. Fifteen years is the average, sir; not the average, but
the most popular.

The CuamrMaN. I will have our counsel, Mr. Mitchell, ask questions
at this point.

Mr. MircaeLL. Mr. Chairman, could -we have inserted in the record
at this point title 4 of the Small Business Investment Act of 1958, as
amended, which is the legislative authority. o

The CuairmaN. Without objection it may be included.

(The information referred to follows:)

SmaLy Business InvestMENT AcT oF 1958, A8 AMENDED
TrrLe IV-—LEAsE GUARANTEES
AUTHORITY OF THE ADMINISTRATION

SEc. 401, (a) The Administration may, whenever it determines such action to
be neeessary or degirable, and upon such terms and conditions as it may preseribe,
guarantee the payment of rentals under leases of commercial and industrial
property entered into by small business concerns to enable such concerns to
obtain such leases. Any such guarantee may be made or effected either directly
or in cooperation with any-qualified surety company or other qualified company
through a participation agreementwith such company. The foregoing powers shall
be subject, however, to the following restrictions and limitations:

(1) No guarantee shall be issued by the Administration (A) if a guarantee
meeting the requirements of the applicant is otherwise available on reasonable
terms, and (B) unless the Administration determines that there exists a
reasonable expectation that the small business concern in behalf of which the
guarantee is issued will perform the covenants and conditions of the lease.

(2) The Administration shall; to the greatest extent practicable, exercise
the powers conferred by this section in cooperation with qualified surety or
othér companies on a participatién basis. :

(b) The Administration shall fix a uniform annual fee for its share ofany
guarantee under this section which shall be payable.in advance at such ‘time
as ‘may be prescribed by the Administrator. Ji‘)he amount. of any such fee shall
be determined in accordance with sound actuarial practices and procedires, to
the extent practicable, but in no case shall such amount exceed, on the Admin:
istration’s ‘share of any guarantee.made under: this title, ‘214 per centum per
annum of the minimum annual guaranteed rental.payable under any guaran-
teed lease: Provided, That the Administration shall fix the lowest fee that experi-
ence under the program established hereby has shown to be justified. The Adminis-
tration may ‘also fix such uniform fees for the processing of applications for
guarantees under this section as the Administrator determines are reasonable and
necessary to .pay the administrative expenses that are incurred in connection
therewith. ) S :

(¢) In connection with the guarantee of rentals under any lease pursuant to
authority conferred by this section, the Administrator may require, in order to
minimize the financial risk assumed: under such: guarantee— :

(1) that the lessee pay. an amount, not to exceed one-fourth of the minimum
guaranteed annual rental required under the lease, which shall be held in
escrow and shall be available (A) to meet rental charges aceruing in any
month for which the lessee is in default, or (B) 'if no default occurs during
the term of the lease, for application (with accrued interdst) toward final
payments of rental charges under the leagse; .-

(2) that upon occurrence of-a default under the lease, the lessor shall;
as a condition precedent to enforcing any claim under the lease guarantee,
utilize the entire period, for which there are funds available in escrow for
payment of rentals, in reasonable diligent efforts to eliminate or minimize

. losses, by releasing the commercial: or industrial property covered by the
lease to another qualified tenant, and no claim shall be made or paid under



