
 
 

CARES ACT – COVID-19 INCREASED LIQUIDITY RELIEF 
 

Loans and Loan Guarantees for the Financial System Supporting Eligible Businesses, States and 

Municipalities 

 CARES Act provides $500 billion (B) in loans and loan guarantees available for eligible 

businesses, States, and municipalities.  

 $454B and any remaining amounts that have not been allocated to air carriers, or industries to 

maintain national security are made available for the Federal Reserve to increase liquidity for 

“the financial system that supports lending to eligible businesses, States, or municipalities.” 

 Any loans or loan guarantees provided will be at a rate determined by the Secretary of the 

Treasury based on the risk and not less than an interest rate based on market conditions for 

comparable obligations before the COVID-19 outbreak.  

Conditions for loans providing $454 billion include:  

 The recipient, or any affiliate, may not purchase stock in the recipient’s or any parent company’s 

stock except for existing contracts in place at the time of enactment of the package for 12 

months. 

 The recipient cannot pay dividends with respect to the stock of the recipient’s company for 12 

months. 

 Recipients are prohibited from increasing the compensation of any officer or employee whose 

total compensation exceeds $425,000, or from offering such employees severance pay or other 

benefits that exceed twice the maximum total annual compensation received by that employee, 

until one year after the loan is no longer outstanding.  

 Officers or employees making over $3 million last year would also be prohibited from earning 

more than $3 Million plus fifty percent of the amount their compensation last year exceeded $3 

Million. 

 The Treasury Secretary may waive these requirements if the Secretary believes that such a 

waiver is necessary to protect the Federal government’s interest but must testify before 

Congress to justify the waiver.  

 The recipient must certify that it is created or organized in the United States or under the laws 

of the United States and has significant operations in and a majority of its employees based in 

the United States; and 

 The recipient business must have incurred or expect to incur covered losses such that the 

continued operations of the business are jeopardized, as determined by the Treasury Secretary. 

 The Secretary is also specifically directed to make money available within this pot for banks to 

provide direct loans with a focus on eligible business including, to the extent practicable, 

nonprofits that have between 500 and 10,000 employees at an annual rate no higher than 2 

percent. The funds for this money would have the same limitations as loans mentioned above. 



o Loans under such a program would not accrue interest nor would payments be required 

for the first six months. 

o Recipients of these “mid-sized” business loans would have to self-certify: 

 that the loan is necessary under the current conditions; 

 that the recipient will attempt to retain 90 percent of their workforce through 

September 30, 2020;  

 that the recipient intends to restore not less than 90 percent of the workforce 

that existed as of February 1, 2020, and to restore all compensation and 

benefits to workers no later than four months after the end of the public health 

emergency declared by the President; 

 that the recipient does not plan to outsource or offshore jobs and does not plan 

to remove or repeal existing collective bargaining agreements for the duration 

of the loan and two years after the loan is repaid; and 

 will remain neutral in any union efforts for the duration of the loan.  

 The loan may not be forgiven. 

 Any applicable requirements under section 13(3) of the Federal Reserve Act (12 U.S.C. 343(3)), 

including requirements relating to loan collateralization, taxpayer protection, and borrower 

solvency also apply to funds made available from this pot. 


