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SBA PPP Updated FAQ*  
 
 
The Small Business Administration (SBA) updated its guidance Frequently Asked Questions 
(FAQ) on Paycheck Protection Program (PPP) Loans and issued a new interim final rule* 
 
On April 23, 2020, the SBA issued a new guideline for PPP applicants. It was published as Question #31 in the 
Paycheck Protection Program Loans Frequently Asked Questions (FAQs). Question #31 provides additional 
information relating to whether certain entities may qualify for PPP loans based on their need for the funds to 
support ongoing operations. The guidance also reinforces that applicants must consider affiliation rules as part 
of their PPP eligibility determination.   
 
On April 24, 2020, the SBA issued a new interim final rule further clarifying affiliation and eligibility.  Hedge funds 
and private equity firms that are primarily engaged in investment or speculation are ineligible to receive a PPP 
loan.  Further, applicants that are owned by a portfolio company or a private equity fund must take into account 
the SBA affiliation rules.  The interim final rule also references the safe harbor that was introduced in PPP FAQ. 
 
We are urging all of our clients to re-assess their eligibility for the program and their ability to accurately make 
the required certifications in light of these updates so that they can determine whether repayment of their loan 
is appropriate.  If upon consideration of the newly issued guidance and interim final rule, the borrower determines 
that they do not need the funds to support ongoing operations, the SBA allows the borrower to repay the loan in 
full prior to May 7, 2020.  We recommend that you contact your legal counsel immediately should you have any 
questions or uncertainty. 
 
The full text of the SBA FAQ on PPP Loans can be accessed here. 
The full text of the SBA interim final rule can be accessed here. 
 

Below are excerpts (edited for formatting only) from  
- the SBA FAQ on PPP Loans (updated 4/23/2020), and  
- the interim final rule (issued 4/24/2020). 

 

 

Excerpt from SBA FAQ on PPP Loans (updated 4/23/2020) 
 
31. Question: Do businesses owned by large companies with adequate sources of liquidity to support the 
business’s ongoing operations qualify for a PPP loan? 
 
Answer: In addition to reviewing applicable affiliation rules to determine eligibility, all borrowers must assess 
their economic need for a PPP loan under the standard established by the CARES Act and the PPP regulations 
at the time of the loan application. Although the CARES Act suspends the ordinary requirement that borrowers 
must be unable to obtain credit elsewhere (as defined in section 3(h) of the Small Business Act), borrowers still 
must certify in good faith that their PPP loan request is necessary. Specifically, before submitting a PPP 
application, all borrowers should review carefully the required certification that “[c]urrent economic uncertainty 
makes this loan request necessary to support the ongoing operations of the Applicant.” Borrowers must make 
this certification in good faith, taking into account their current business activity and their ability to access other 
sources of liquidity sufficient to support their ongoing operations in a manner that is not significantly detrimental  
 
*This communication is for informational purposes only and is not legal advice.  Please contact your legal 
counsel for information related to how the SBA PPP impacts your business specifically.                            
 

https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequently-Asked-Questions.pdf
https://home.treasury.gov/system/files/136/Interim-Final-Rule-on-Requirements-for-Promissory-Notes-Authorizations-Affiliation-and-Eligibility.pdf
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to the business. For example, it is unlikely that a public company with substantial market value and access to 
capital markets will be able to make the required certification in good faith, and such a company should be 
prepared to demonstrate to SBA, upon request, the basis for its certification. 
 
Lenders may rely on a borrower’s certification regarding the necessity of the loan request. Any borrower that 
applied for a PPP loan prior to the issuance of this guidance and repays the loan in full by May 7, 2020 will be 
deemed by SBA to have made the required certification in good faith.  
 

Excerpt from SBA Interim Final Rule (4/24/2020) 
 
2. Clarification Regarding Eligible Businesses  
 
a. Is a hedge fund or private equity firm eligible for a PPP loan?  
 
No. Hedge funds and private equity firms are primarily engaged in investment or speculation, and such 
businesses are therefore ineligible to receive a PPP loan. The Administrator, in consultation with the Secretary, 
does not believe that Congress intended for these types of businesses, which are generally ineligible for section 
7(a) loans under existing SBA regulations, to obtain PPP financing.  
 
b. Do the SBA affiliation rules prohibit a portfolio company of a private equity fund from being eligible for a PPP 
loan?  
 
Borrowers must apply the affiliation rules that appear in 13 CFR 121.301(f), as set forth in the Second PPP 
Interim Final Rule (85 FR 20817). The affiliation rules apply to private equity-owned businesses in the same 
manner as any other business subject to outside ownership or control.2 However, in addition to applying any 
applicable affiliation rules, all borrowers should carefully review the required certification on the Paycheck 
Protection Program Borrower Application Form (SBA Form 2483) stating that “[c]urrent economic uncertainty 
makes this loan request necessary to support the ongoing operations of the Applicant.”  
 
… 
 
5. Limited Safe Harbor with Respect to Certification Concerning Need for PPP Loan Request  
 
Consistent with section 1102 of the CARES Act, the Borrower Application Form requires PPP applicants to 
certify that “[c]urrent economic uncertainty makes this loan request necessary to support the ongoing operations 
of the Applicant.” Any borrower that applied for a PPP loan prior to the issuance of this regulation and repays 
the loan in full by May 7, 2020 will be deemed by SBA to have made the required certification in good faith. The 
Administrator, in consultation with the Secretary, determined that this safe harbor is necessary and appropriate 
to ensure that borrowers promptly repay PPP loan funds that the borrower obtained based on a 
misunderstanding or misapplication of the required certification standard. 
 
 

2 However, the Act waives the affiliation rules if the borrower receives financial assistance from an SBA licensed 
Small Business Investment Company (SBIC) in any amount. This includes any type of financing listed in 13 CFR 
107.50, such as loans, debt with equity features, equity, and guarantees. Affiliation is waived even if the borrower 
has investment from other non-SBIC investors. 
 


