
Are credit unions eligible to apply for Paycheck Protection Program (PPP) loans 
from the U.S. Small Business Administration? 
 
No.  While the recent legislation does authorize most nonprofits to borrow PPP funds, it excludes certain 
organizations described in 13 CFR §120.110 (b) below, which includes credit unions.  
  
Section 5001 of the American Rescue Plan Act (ARPA) expanded the PPP eligibility to create an 
additional category, specifically “additional covered nonprofit entity”, which includes those nonprofits listed 
in Section 501(c) of the Internal Revenue Code other than Sections 501(c)(3), 501(c)(4), 501(c)(6), and 
501(c)(19). Certain 501(c)(3), (c)(6) and (c)(19) entities are already eligible for PPP loans. The new 
categories of entities that are eligible to receive PPP loans are: 
  

• The entity does not receive more than 15% of receipts from lobbying activities; 
• Lobbying activities do not compose more than 15% of their activities; 
• The cost of lobbying activities of the entity did not exceed $1 million during the most recent tax 

year that ended prior to February 15, 2020; and 
• The entity does not employ more than 300 employees. 

 
Section 5001 of ARPA indicates certain entities are excluded under 13 CFR §120.110.  Per legislation: 
 

“…does not include any entity that, if the entity were a business concern, would be described 
in section 120.110 of title 13, Code of Federal Regulations (or in any successor regulation or 
other related guidance or rule that may be issued by the Administrator) other than a business 
concern described in paragraph (a) or (k) of such section.” 

 
Under 13 CFR §120.110, the following businesses are ineligible for an SBA business loan: 
  

• “What businesses are ineligible for SBA business loans? 
• The following types of businesses are ineligible: 
• (b) Financial businesses primarily engaged in the business of lending, such as banks, 

finance companies, and factors (pawn shops, although engaged in lending, may qualify in 
some circumstances);” 

  
Are credit unions eligible for the Employee Retention Credit? 
 
Yes, as indicated in the recent IRS guidance [Notice 201-20], most employers, including 501(c) 
organizations, which includes credit unions, may qualify for the credit.  
 
The employee retention credit (ERC) is a refundable payroll tax credit for eligible employers, calculated 
as a percentage of qualified wages paid to employees that allows eligible employers to claim a credit for 
paying qualified wages to employees. Section 9651 of the American Rescue Plan Act extended the ERC 
through Dec. 31, 2021. The credit remains fixed at 70% of qualified wages up to $10,000 per calendar 
quarter. Eligible employers remain eligible for the credit if they experience a 20% year-over-year decline 
in quarterly gross receipts or a full or partial suspension of business due to an applicable governmental 
order. Eligible employers with up to 500 full-time employees may continue to claim the credit without 
regard to whether the employees for whom the credit is claimed perform services. 
 
The initial CARES Act enacted in March 2020 did not allow ERCs for any governmental entities, which 
included federal credit unions. However, the recent changes have expanded and extended eligibility to 
include certain federal instrumentalities, such as federal credit unions.  State chartered credit unions 
(Section 501 (c)(14)(A) of the Internal Revenue Code) were not prohibited from claiming these tax 
credits.   
 
Credit unions are advised to consult with their tax advisor for further clarification to determine if a 
limited set of circumstances will allow the credit union to claim the ERC. 

https://www.irs.gov/pub/irs-drop/n-21-20.pdf

