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CARES ACT – Pub. L. 116-136
SEC. 1102. PAYCHECK PROTECTION PROGRAM.

(a) IN  GENERAL .—Section 7(a) of the Small Business Act (15 U.S.C. 636(a)) is amended
—

(1) in paragraph (2)—

(A) in subparagraph (A), in the matter preceding clause (i), by striking “and (E)” and 
inserting “(E), and (F)”; and

(B) by adding at the end the following:

“(F) PARTICIPATION IN THE PAYCHECK PROTECTION PROGRAM.—In an 
agreement to participate in a loan on a deferred basis under paragraph (36), the participation by 
the Administration shall be 100 percent.”; and

(2) by adding at the end the following:

“(36) PAYCHECK PROTECTION PROGRAM.—

“(A) DEFINITIONS.—In this paragraph—

“(i) the terms ‘appropriate Federal banking agency’ and ‘insured depository institution’ 
have the meanings given those terms in section 3 of the Federal Deposit Insurance Act (12 
U.S.C. 1813);

“(ii) the term ‘covered loan’ means a loan made under this paragraph during the covered 
period;

“(iii) the term ‘covered period’ means the period beginning on February 15, 2020 and 
ending on June 30, 2020;

“(iv) the term ‘eligible recipient’ means an individual or entity that is eligible to receive a 
covered loan;

“(v) the term ‘eligible self-employed individual’ has the meaning given the term in section 
7002(b) of the Families First Coronavirus Response Act (Public Law 116–127);

“(vi) the term ‘insured credit union’ has the meaning given the term in section 101 of the 
Federal Credit Union Act (12 U.S.C. 1752);



“(vii) the term ‘nonprofit organization’ means an organization that is described in section 
501(c)(3) of the Internal Revenue Code of 1986 and that is exempt from taxation under section 
501(a) of such Code;

“(viii) the term ‘payroll costs’—

(I) means—

“(aa) the sum of payments of any compensation with respect to employees that is a—

“(AA) salary, wage, commission, or similar compensation;

“(BB) payment of cash tip or equivalent;

“(CC) payment for vacation, parental, family, medical, or sick leave;

“(DD) allowance for dismissal or separation;

“(EE) payment required for the provisions of group health care benefits, including insurance
premiums;

“(FF) payment of any retirement benefit; or

“(GG) payment of State or local tax assessed on the compensation of employees; and

“(bb) the sum of payments of any compensation to or income of a sole proprietor or 
independent contractor that is a wage, commission, income, net earnings from self-employment, 
or similar compensation and that is in an amount that is not more than $100,000 in 1 year, as 
prorated for the covered period; and

“(II) shall not include—

“(aa) the compensation of an individual employee in excess of an annual salary of 
$100,000, as prorated for the covered period;

“(bb) taxes imposed or withheld under chapters 21, 22, or 24 of the Internal Revenue Code 
of 1986 during the covered period;

“(cc) any compensation of an employee whose principal place of residence is outside of the 
United States;

“(dd) qualified sick leave wages for which a credit is allowed under section 7001 of the 
Families First Coronavirus Response Act (Public Law 116–127); or

“(ee) qualified family leave wages for which a credit is allowed under section 7003 of the 
Families First Coronavirus Response Act (Public Law 116–127); and
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“(ix) the term ‘veterans organization’ means an organization that is described in section 
501(c)(19) of the Internal Revenue Code that is exempt from taxation under section 501(a) of 
such Code.

“(B) PAYCHECK PROTECTION LOANS.—Except as otherwise provided in this 
paragraph, the Administrator may guarantee covered loans under the same terms, conditions, and
processes as a loan made under this subsection.

“(C) REGISTRATION OF LOANS.—Not later than 15 days after the date on which a loan 
is made under this paragraph, the Administration shall register the loan using the TIN (as defined
in section 7701 of the Internal Revenue Code of 1986) assigned to the borrower.

“(D) INCREASED ELIGIBILITY FOR CERTAIN SMALL BUSINESSES AND 
ORGANIZATIONS.—

“(i) IN GENERAL.—During the covered period, in addition to small business concerns, 
any business concern, nonprofit organization, veterans organization, or Tribal business concern 
described in section 31(b)(2)(C) shall be eligible to receive a covered loan if the business 
concern, nonprofit organization, veterans organization, or Tribal business concern employs not 
more than the greater of—

“(I) 500 employees; or

“(II) if applicable, the size standard in number of employees established by the 
Administration for the industry in which the business concern, nonprofit organization, veterans 
organization, or Tribal business concern operates.

“(ii) INCLUSION OF SOLE PROPRIETORS, INDEPENDENT CONTRACTORS, AND 
ELIGIBLE SELF-EMPLOYED INDIVIDUALS.—

“(I) IN GENERAL.—During the covered period, individuals who operate under a sole 
proprietorship or as an independent contractor and eligible self-employed individuals shall be 
eligible to receive a covered loan.

“(II) DOCUMENTATION.—An eligible self-employed individual, independent contractor,
or sole proprietorship seeking a covered loan shall submit such documentation as is necessary to 
establish such individual as eligible, including payroll tax filings reported to the Internal 
Revenue Service, Forms 1099–MISC, and income and expenses from the sole proprietorship, as 
determined by the Administrator and the Secretary.

“(iii) BUSINESS CONCERNS WITH MORE THAN 1 PHYSICAL LOCATION.—During
the covered period, any business concern that employs not more than 500 employees per 
physical location of the business concern and that is assigned a North American Industry 
Classification System code beginning with 72 at the time of disbursal shall be eligible to receive 
a covered loan.

http://uscode.house.gov/quicksearch/get.plx?title=26&section=7701


“(iv) WAIVER OF AFFILIATION RULES.—During the covered period, the provisions 
applicable to affiliations under section 121.103 of title 13, Code of Federal Regulations, or any 
successor regulation, are waived with respect to eligibility for a covered loan for—

I) any business concern with not more than 500 employees that, as of the date on which the 
covered loan is disbursed, is assigned a North American Industry Classification System code 
beginning with 72;

“(II) any business concern operating as a franchise that is assigned a franchise identifier 
code by the Administration; and

“(III) any business concern that receives financial assistance from a company licensed under
section 301 of the Small Business Investment Act of 1958 (15 U.S.C. 681).

“(v) EMPLOYEE.—For purposes of determining whether a business concern, nonprofit 
organization, veterans organization, or Tribal business concern described in section 31(b)(2)(C) 
employs not more than 500 employees under clause (i)(I), the term ‘employee’ includes 
individuals employed on a full-time, part-time, or other basis.

“(vi) AFFILIATION.—The provisions applicable to affiliations under section 121.103 of 
title 13, Code of Federal Regulations, or any successor thereto, shall apply with respect to a 
nonprofit organization and a veterans organization in the same manner as with respect to a small 
business concern.

*****

“(G) BORROWER REQUIREMENTS.—

“(i) CERTIFICATION.—An eligible recipient applying for a covered loan shall make a 
good faith certification—

“(I) that the uncertainty of current economic conditions makes necessary the loan request to 
support the ongoing operations of the eligible recipient;

“(II) acknowledging that funds will be used to retain workers and maintain payroll or make 
mortgage payments, lease payments, and utility payments;

“(III) that the eligible recipient does not have an application pending for a loan under this 
subsection for the same purpose and duplicative of amounts applied for or received under a 
covered loan; and

“(IV) during the period beginning on February 15, 2020 and ending on December 31, 2020, 
that the eligible recipient has not received amounts under this subsection for the same purpose 
and duplicative of amounts applied for or received under a covered loan.

*****



§ 123.301 When would my business not be eligible to apply for an economic injury disaster loan?

Your business is not eligible for an economic disaster loan if you (or any principal of the business) fit into

any of the categories in §§ 123.101 and 123.201, or if your business is:

(a) Engaged in lending, multi-level sales distribution, speculation, or investment (except for real estate 

investment with property held for rental when the disaster occurred);

(b) A non-profit or charitable concern, other than a private non-profit organization;

(c) A consumer or marketing cooperative;

(d) Not a small business concern; or

(e) Deriving more than one-third of gross annual revenue from legal gambling activities;

(f) A loan packager which earns more than one-third of its gross annual revenue from packaging SBA 

loans;

(g) Principally engaged in teaching, instructing, counseling, or indoctrinating religion or religious beliefs, 

whether in a religious or secular setting; or

(h) Primarily engaged in political or lobbying activities.


