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w Individuals with disabilities
= Loan programs—business
» Reporting and recordkeeping requirements

= Small businesses

For the reasons set forth in the preamble, SBA amends 13 CFR part 121 (/select-citation/2019/12/05/13-
CFR-121) as follows:

PART 121—SMALL BUSINESS SIZE REGULATIONS

1. The authority citation for part 121 continues to read as follows:

Authority: 15 U.S.C. 632 (https://www.govinfo.gov/link/uscode/15/ 6327type=usc&year=mostrecent&link-
type=html), 634(b)(6), 662, and 694a(9).

2. Amend § 121.104 by revising the second sentence of paragraph (a) introductory text and by revising
paragraphs (c) and (d)(2) through (4) to read as follows:

§121.104 How does SBA calculate annual receipts?

(a) * * * Generally, receipts are considered “total income” (or in the case of a sole proprietorship “gross
income”) plus “cost of goods sold” as these terms are defined and reported on Internal Revenue Service
(IRS) tax return forms (such as Form 1120 for corporations; Form 11208 for S corporations; Form 1120,
Form 1065 or Form 1040 for LLCs; Form 1065 for partnerships; Form 1040, Schedule F for farms;

Form 1040, Schedule C for other sole proprietorships) * * *
K * * g * *

(¢) Period of measurement. (1) Except for the Business Loan and Disaster Loan Programs, annual
receipts of a concern that has been in business for 5 or more completed fiscal years means the total
receipts of the concern over its most recently completed 5 fiscal years divided by 5. For certifications
submitted on or before January 6, 2022, rather than using the definitions in this paragraph (c), a
concern submitting a certification may elect to calculate annual receipts and the receipts of affiliates
using either the total receipts of the concern or affiliate over its most recently completed 5 fiscal years
divided by 5, or the total receipts of the concern or affiliate over its most recently completed 3 fiscal

years divided by 3.

(2) Except for the Business Loan and Disaster Loan Programs, annual receipts D of a concern which has [ Start Printed
. . . . Page 66579
been in business for less than 5 complete fiscal years means the total receipts for the period the concern 9

has been in business divided by the number of weeks in business, multiplied by 52.

(3) Except for the Business Loan and Disaster Loan Programs, where a concern has been in business 5
or more complete fiscal years but has a short year as one of the years within its period of measurement,
annual receipts means the total receipts for the short year and the 4 full fiscal years divided by the total
number of weeks in the short year and the 4 full fiscal years, multiplied by 52.

(4) For the Business Loan and Disaster Loan Programs, annual receipts of a concern that has been in
business for three or more completed fiscal years means the total receipts of the concern over its most
recently completed three fiscal years divided by three. Annual receipts of a concern which has been in
business for less than three complete fiscal years means the total receipts for the period the concern has
been in business divided by the number of weeks in business, multiplied by 52. Where a concern has
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been in business three or more complete fiscal years but has a short year as one of the years within its
period of measurement, annual receipts means the total receipts for the short year and the two full
fiscal years divided by the total number of weeks in the short year and the two full fiscal years,
multiplied by 52. For the purposes of this section, the Business Loan Programs consist of the 7(a) Loan
Program, the Microloan Program, the Intermediary Lending Pilot Program, and the Development
Company Loan Program (“504 Loan Program”). The Disaster Loan Programs consist of Physical
Disaster Business Loans, Economic Injury Disaster Loans, Military Reservist Economic Injury Disaster
Loans, and Immediate Disaster Assistance Program loans.

(d)***

(2) If a concern has acquired an affiliate or been acquired as an affiliate during the applicable period of
measurement or before the date on which it self-certified as small, the annual receipts used in
determining size status includes the receipts of the acquired or acquiring concern. This aggregation
applies for the entire period of measurement, not just the period after the affiliation arose. However, if
a concern has acquired a segregable division of another business concern during the applicable period
of measurement or before the date on which it self-certified as small, the annual receipts used in
determining size status do not include the receipts of the acquired division prior to the acquisition.

(3) Except for the Business Loan and Disaster Loan Programs, if the business concern or an affiliate has
been in business for a period of less than 5 years, the receipts for the fiscal year with less than a 12-
month period are annualized in accordance with paragraph (c)(2) of this section. Receipts are
determined for the concern and its affiliates in accordance with paragraph (c) of this section even
though this may result in using a different period of measurement to calculate an affiliate's annual

receipts.

(4) The annual receipts of a former affiliate are not included if affiliation ceased before the date used
for determining size. This exclusion of annual receipts of such former affiliate applies during the entire
period of measurement, rather than only for the period after which affiliation ceased. However, if a
concern has sold a segregable division to another business concern during the applicable period of
measurement or before the date on which it self-certified as small, the annual receipts used in

determining size status will continue to include the receipts of the division that was sold.
* % * * x 2

3. Amend § 121.106 by revising paragraph (b)(4)(ii) to read as follows:

§121.106 How does SBA calculate number of employees?
x Ko K * 5 *
(b) * * *
@***

(ii) The employees of a former affiliate are not counted if affiliation ceased before the date used for
determining size. This exclusion of employees of a former affiliate applies during the entire period of
measurement, rather than only for the period after which affiliation ceased. However, if a concern has
sold a segregable division to another business concern during the applicable period of measurement or
before the date on which it self-certified as small, the employees used in determining size status will

continue to include the employees of the division that was sold.
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4. Amend § 121.903 by revising paragraphs (a)(1)(ii) and (iii) to read as follows:

§ 121.903 How may an agency use size standards for its programs that are different than those
established by SBA?
(@) ***
(1) * % ¥

(ii) The size of a services concern by its average annual receipts over a period of at least 5 years,

determined according to § 121.104;

(iii) The size of other concerns on data over a period of at least 5 years, determined according to §

121.104; or,
* x * * e

Dated: November 25, 2019.

Christopher M. Pilkerton,

Acting Administrator.

[FR Doc. 2019-26041 (/a/2019-26041) Filed 12-4-19; 8:45 am]
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