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Small Business Administration § 126.200 

Statistics, United States Department 
of Labor, Division of Local Area Unem-
ployment Statistics, 2 Massachusetts 
Ave., NE., Room 4675, Washington, DC 
20212. A copy is also available at SBA, 
Office of D/HUB, 409 3rd Street, SW., 
Washington DC 20416. 

[63 FR 31908, June 11, 1998, as amended at 66 
FR 4645, Jan. 18, 2001; 69 FR 29421, May 24, 
2004; 70 FR 51248, Aug. 30, 2005; 72 FR 50041, 
Aug. 30, 2007; 74 FR 45754, Sept. 4, 2009] 

EFFECTIVE DATE NOTE: At 74 FR 56702, Nov. 
3, 2009, § 126.103 was amended by revising the 
definition of the term ‘‘employee’’, effective 
May 3, 2010. For the convenience of the user, 
the revised text is set forth as follows: 

§ 126.103 What definitions are important in 
the HUBZone program? 

* * * * * 

Employee means all individuals employed 
on a full-time, part-time, or other basis, so 
long as that individual works a minimum of 
40 hours per month. This includes employees 
obtained from a temporary employee agency, 
leasing concern, or through a union agree-
ment or co-employed pursuant to a profes-
sional employer organization agreement. 
SBA will consider the totality of the cir-
cumstances, including criteria used by the 
IRS for Federal income tax purposes and 
those set forth in SBA’s Size Policy State-
ment No. 1, in determining whether individ-
uals are employees of a concern. Volunteers 
(i.e., individuals who receive deferred com-
pensation or no compensation, including no 
in-kind compensation, for work performed) 
are not considered employees. However, if an 
individual has an ownership interest in and 
works for the HUBZone SBC a minimum of 
40 hours per month, that owner is considered 
an employee regardless of whether or not the 
individual receives compensation. 

* * * * * 

Subpart B—Requirements to be a 
Qualified HUBZone SBC 

§ 126.200 What requirements must a 
concern meet to receive SBA certifi-
cation as a qualified HUBZone 
SBC? 

(a) Concerns owned by Indian Tribal 
Governments—(1) Ownership. (i) The 
concern must be wholly owned by one 
or more Indian Tribal Governments; 

(ii) The concern must be wholly 
owned by a corporation that is wholly 

owned by one or more Indian Tribal 
Governments; 

(iii) The concern must be owned in 
part by one or more Indian Tribal Gov-
ernments and all other owners are ei-
ther United States citizens or SBCs; or 

(iv) The concern must be owned in 
part by a corporation, which is wholly 
owned by one or more Indian Tribal 
Governments, and all other owners are 
either United States citizens or SBCs. 

(2) Size. The concern, with its affili-
ates, must meet the size standard cor-
responding to its primary industry 
classification as defined in part 121 of 
this chapter. 

(3) Other Requirements. The concern 
must either: 

(i) Maintain a principal office located 
in a HUBZone and ensure that at least 
35% of its employees reside in a 
HUBZone as provided in paragraph 
(b)(4) of this section; or 

(ii) Certify that when performing a 
HUBZone contract, at least 35% of its 
employees engaged in performing that 
contract will reside within any Indian 
reservation governed by one or more of 
the Indian Tribal Government owners, 
or reside within any HUBZone adjoin-
ing such Indian reservation. A 
HUBZone and Indian reservation are 
adjoining when the two areas are next 
to and in contact with each other; and 

(iii) The concern will ‘‘attempt to 
maintain’’ (see § 126.103) that applicable 
employment percentage stated above 
during the performance of any 
HUBZone contract it receives. 

(b) Concerns owned by U.S. citizens, 
ANCs or CDCs—(1) Ownership. (i) The 
concern must be at least 51% uncondi-
tionally and directly owned and con-
trolled by persons who are United 
States citizens; 

Example: A concern that is a partnership 
owned 50% by an individual who is a United 
States citizen and 50% by someone who is 
not, is not an eligible concern because it is 
not at least 51% owned by United States citi-
zens. 

(ii) The concern must be an ANC 
owned and controlled by Natives (de-
termined pursuant to section 29(e)(1) of 
the ANCSA); or a direct or indirect 
subsidiary corporation, joint venture, 
or partnership of an ANC qualifying 
pursuant to section 29(e)(1) of ANCSA, 
if that subsidiary, joint venture, or 
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partnership is owned and controlled by 
Natives (determined pursuant to sec-
tion 29(e)(2)) of the ANCSA); or 

(iii) The concern must be wholly 
owned by a CDC, or owned in part by 
one or more CDCs, if all other owners 
are either United States citizens or 
SBCs; 

(2) Size. The concern, together with 
its affiliates, must qualify as a small 
business under the size standard cor-
responding to its primary industry 
classification as defined in part 121 of 
this chapter. 

(3) Principal office. The concern’s 
principal office must be located in a 
HUBZone. 

(4) Employees. At least 35% of the con-
cern’s employees must reside in a 
HUBZone. When determining the per-
centage of employees that reside in a 
HUBZone, if the percentage results in a 
fraction, round up to the nearest whole 
number; 

Example 1: A concern has 25 employees, 35% 
or 8.75 employees must reside in a HUBZone. 
Thus, 9 employees must reside in a 
HUBZone. 

Example 2: A concern has 95 employees, 35% 
or 33.25 employees must reside in a 
HUBZone. Thus, 34 employees must reside in 
a HUBZone. 

(5) Contract Performance. The concern 
must represent, as provided in the ap-
plication, that it will ‘‘attempt to 
maintain’’ (see § 126.103) having 35% of 
its employees reside in a HUBZone dur-
ing the performance of any HUBZone 
contract it receives. 

(6) Subcontracting. The concern must 
represent, as provided in the applica-
tion, that it will ensure that it will 
comply with certain contract perform-
ance requirements in connection with 
contracts awarded to it as a qualified 
HUBZone SBC, as set forth in § 126.700. 

(c) Concerns owned by small agricul-
tural cooperatives—(1) Ownership. (i) A 
small agricultural cooperative orga-
nized or incorporated in the United 
States; 

(ii) A small business concern wholly 
owned by one or more small agricul-
tural cooperatives organized or incor-
porated in the United States; or 

(iii) A small business concern owned 
in part by one or more small agricul-
tural cooperatives organized or incor-
porated in the United States, provided 

that all other owners are small busi-
ness concerns or United States citi-
zens. 

(2) Size. The small agricultural coop-
erative must meet the size standard 
corresponding to its primary industry 
classification as defined in part 121 of 
this chapter. However, in determining 
such size, an agricultural cooperative 
is treated as a ‘‘business concern’’ and 
its member shareholders are not con-
sidered affiliated with the cooperative 
by virtue of their membership in the 
cooperative. 

(3) Principal office. The cooperative’s 
principal office must be located in a 
HUBZone. 

(4) Employees. At least 35% of the co-
operative’s employees must reside in a 
HUBZone. When determining the per-
centage of employees that reside in a 
HUBZone, if the percentage results in a 
fraction, round up to the nearest whole 
number. 

(5) Contract Performance. The concern 
must represent, as provided in the ap-
plication, that it will ‘‘attempt to 
maintain’’ (see § 126.103) having 35% of 
its employees reside in a HUBZone dur-
ing the performance of any HUBZone 
contract it receives. 

(d) Subcontracting. The concern must 
represent, as provided in the applica-
tion, that it will ensure that it will 
comply with certain contract perform-
ance requirements in connection with 
contracts awarded to it as a qualified 
HUBZone SBC, as set forth in § 126.700. 

[69 FR 29422, May 24, 2004, as amended at 70 
FR 51249, Aug. 30, 2005] 

§ 126.201 Who does SBA consider to 
own a HUBZone SBC? 

An owner of a SBC seeking HUBZone 
certification or a qualified HUBZone 
SBC is a person who owns any legal or 
equitable interest in such SBC. If an 
Employee Stock Ownership Plan owns 
all or part of the concern, SBA con-
siders each stock trustee and plan 
member to be an owner. If a trust owns 
all or part of the concern, SBA con-
siders each trustee and trust bene-
ficiary to be an owner. In addition: 

(a) Corporations. SBA considers any 
person who owns stock, whether voting 
or non-voting, to be an owner. SBA 
considers options to purchase stock 
and the right to convert debentures 
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