
 
 
 

Senate Banking Committee  

Hearing on “The Quarterly CARES Act Report to Congress.” 

May 19, 2020 

Witnesses and Opening Statements 

• The Honorable Steven T. Mnuchin, Secretary, Department of the Treasury 

• The Honorable Jerome H. Powell, Chairman, Board of Governors of the Federal Reserve System 

Member Opening Statements 

Chairman Mike Crapo (R-ID) emphasized the critical role that the “13.3” lending facility has played in 

providing financial stability to struggling businesses, states, and local governments, but emphasized the 

need to set up the Main Street Lending Program to help do this as well. Chairman Crapo also noted the 

urgency with which support funds need to get to people, businesses, and governments, in need. 

Chairman Crapo emphasized the need to continue to monitor the Paycheck Protection Program (PPP) 

and commended efforts by the Treasury to do so.  

Ranking Member Sherrod Brown (D-OH) emphasized the low pay for dangerous jobs that are 

considered essential and the need to increase the pay for those individuals. Ranking Member Brown 

also noted the need for Congress to continue to support those workers through the HEROES Act and 

ensure the money disbursed by Congress in the CARES Act is reaching workers. 

Member Questions and Answers 

Chairman Mike Crapo (R-ID) asked about the process by which municipalities below the scope of the 

Municipal Lending Facility could get funding. Chairman Powell emphasized that states are always able to 

apply and push the money down stream, as well as continued effort to ensure municipalities without 

access to these programs get funds that they need. Chairman Crapo asked how much of the $450 billion 

has been allocated to the 13.3 facility. Secretary Mnuchin indicated that half has been allocated and that 

he intends for all of it to be allocated as needed and noted that the current money has been leveraged 

to inject $2.3T into the market and emphasized that the Treasury is prepared to take on risk and losses 

for certain situations. Chairman Crapo asked about claims that only big companies are being helped by 

these programs. Mnuchin emphasized efforts by the Treasury to open up the private markets through 

small injections and continued injections over the next few months.  

Ranking Member Sherrod Brown (D-OH) asked if it was fair for essential workers to be paid so little. 

Chairman Powell pointed to efforts to make service industry work as safe as possible as a way to help 

the industry. Ranking Member Brown asked if the requirements to keep individuals on the payroll are 

being enforced. Secretary Mnuchin responded affirmatively. Ranking Member Brown asked how many 
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workers would die without protections. Secretary Mnuchin indicated that no workers would be sent 

back to work before it is safe.  

Sen. Pat Toomey (R-PA) asked about the potential for businesses failing as lockdown continues. 

Secretary Mnuchin responded affirmatively and emphasized that the Administration is conscious of the 

health considerations. Sen. Toomey asked when companies would be able to have access to funds from 

the Main Street Lending Program. Chairman Powell pointed to the end of the month and emphasized 

the issue of providing service to smaller companies than usual, as they operate through bank lending 

rather than the bond market. Sen. Toomey asked what type of participation is expected from banks. 

Chairman Powell noted that the facilities have lots of demand but emphasized they are ready to adapt 

to address the needs of the economy.  

Sen. Jack Reed (D-RI) asked how robust a recovery can be if state governments do not receive fiscal 

relief. Chairman Powell emphasized the critical services and large number of jobs that state and local 

governments create. Sen. Reed asked if it is important to give confidence to individuals that are 

unemployed through measuring the end of unemployment insurance support by a metric, not by a date. 

Chairman Powell emphasized the need to keep people in jobs where possible and to keep people out of 

insolvency if not. Sen. Reed asked whether the fiscal response has been adequate to help individuals pay 

their rent. Chairman Powell indicated that significant forbearance had been given.  

Sen. Tim Scott (R-SC) asked how resources from these programs can reach underserved communities 

and businesses. Secretary Mnuchin indicated efforts to give access to underserved communities and was 

receptive that the proposal to save funds for underserved communities in the PPP. Sen. Scott also asked 

about more liquidity for the mortgage backed securities market. Chairman Powell indicated that the 

market is important and that they would add money where it will help. Secretary Mnuchin indicated 

that securitizations have limits but that the Treasury would help where possible.  

Sen. Bob Menendez (D-NJ) asked if the economy would get worse if government employees were 

forced to be laid off. Chairman Powell responded affirmatively and pointed to the financial crisis as an 

example. Sen. Menendez pointed to his proposal for the Federal Reserve to buy medium- and long-term 

municipal bonds directly and on the secondary market to ensure that local governments can continue to 

operate and asked about support. Chairman Powell responded affirmatively. Sen. Menendez 

emphasized the need to support minority businesses.  

Sen. Ben Sasse (R-NE) asked about an update on the cyber-attacks on Treasury and the PPP. Secretary 

Mnuchin indicated that Treasury has all the resources they need working on the issue. Sen. Sasse asked 

about high risk levels for an expansion of the 13.3 asset backed securities program, especially as it 

pertains to commercial properties. Chairman Powell indicated that they are only buying AAA rated 

securities and that they are buying them at a discount. Sen. Sasse asked about Chinese theft of 

intellectual property and the possibility of sanctions. Secretary Mnuchin indicated that these are a topic 

for the interagency community.  

Sen. Jon Tester (D-MT) asked if both individuals would give an inspector general information upon 

request. Both responded affirmatively. Sen. Tester asked how active the Congressional Oversight 

Commission is. Secretary Mnuchin indicated he has seen their most recent report and that he would 

cooperate with requests for information. Sen. Tester asked whether removing the inspector general is 

within the President’s powers. Secretary Mnuchin responded affirmatively. Sen. Tester asked when 
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information on the CARES Act programs would be available. Secretary Mnuchin indicated that the 

information was on the Treasury website. Chairman Powell indicated that they have committed to 

providing that information in a timely manner.  

Sen. Tom Cotton (R-AR) asked about the best way to connect companies selling loans with companies 

that are in need and have positive NAIC ratings. Secretary Mnuchin indicated that there are efforts for 

these companies to be able to get access to funds. Sen. Cotton asked about pushing back a deadline for 

reporting to Treasury regarding PPP funds. Secretary Mnuchin indicated that they would accommodate 

any company that needed more time and that the deadline had already been pushed back.  

Sen. Mark Warner (D-VA) asked about a need to take action on avoiding huge job loss from small and 

medium businesses. Chairman Powell indicated that there is a need to take action to support the engine 

of the economy. Sen. Warner asked about how much risk is being built into the Main Street Lending 

Program. Secretary Mnuchin indicated that the Treasury is running many scenarios in that all funds are 

lost, as well as a profit is made but that the base case is for there to be moderate losses.  

Sen. Mike Rounds (R-SD) asked about the June 30 date for the end of the PPP. Secretary Mnuchin 

indicated that companies want more flexibility for the time period to spend the money and that he 

would follow up on the closing date. Sen. Rounds asked what additional measures Congress and the 

Federal Reserve should consider regarding capital requirements for banks. Chairman Powell indicated 

that banks had been taking on low risk loans for government programs and that other adjustments 

would be made where necessary. Sen. Rounds asked about the repayment plan for the CARES Act and 

the tools available, especially considering ultra-low interest rates. Secretary Mnuchin pointed to the 20-

year government bond to borrow a lot of money in the short term and extend the payment period over 

a long period of time at low interest rates.   

Sen. Elizabeth Warren (D-MA) asked if there will be requirements for companies that received relief 

funds to keep people on the payroll as a part of the term sheets. Secretary Mnuchin indicated that the 

number one objective is to keep people employed and that he would enforce the law as it was written. 

Sen. Warren asked if a certification process will be created that holds executives personally accountable 

if funds are used for the appropriate purpose. Secretary Mnuchin indicated that they would do their 

best to hold people accountable.  

Sen. David Perdue (R-GA) asked how the high remand for capital will impact the high level of debt that 

the U.S. will need to take on. Chairman Powell indicated that over time, the assets that the Federal 

Reserve has will come to maturity and the balance sheet will gradually return to normal, especially as it 

relates to the size of the economy. Sen. Perdue also asked about the technical problem regarding the 

unemployment premium. Secretary Mnuchin indicated that if an individual is offered a job and does not 

take it, the company is required to notify the local unemployment agent and that person will not be 

eligible.  

Sen. Brian Schatz (D-HI) asked about the impact on Q3 and Q4 if there is not further economic stimulus 

from Congress. Chairman Powell indicated that depending on the path of the economy, the high level of 

insolvency and long-term unemployment could leave permanent damage to the economy. Sen. Schatz 

asked if the economic activity returning will mean that further stimulus is unnecessary and the 

importance of fiscal policy moving forward. Chairman Powell pointed to similar ideas such as long-term 

unemployment and unnecessary insolvency and indicated that the government needs to be prepared to 
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ask if current injections are enough. Sen. Schatz asked if United Airlines’ announcement to reduce hours 

on May 1 was in violation of the CARES Act. Secretary Mnuchin indicated they are in compliance.   

Sen. Thom Tillis (R-NC) asked about the low participation for the Main Street Lending Facility and how 

to get lenders to the table. Secretary Mnuchin indicated that this is an issue and that Congress could be 

involved in making a technical fix. Sen. Tillis asked if Congressional work should reduce the tax burden 

for middle class households. Secretary Mnuchin indicated that it should be considered. Sen. Tillis also 

asked about companies caught between the PPP and the Main Street Programs. Secretary Mnuchin 

indicated that the effort is to ensure no companies fall outside of those programs. Chairman Powell 

agreed.  

Sen. Chris Van Hollen (D-MD) asked if state government layoffs would make for a poor economic 

situation. Secretary Mnuchin indicated that these workers have been included in the funds given by the 

CARES Act to the states but responded affirmatively. Sen. Van Hollen also asked about changes to the 

PPP made by the HEROES Act. Secretary Mnuchin noted he was not familiar with the HEROES Act 

proposal but that changes to the PPP could be necessary. Sen. Van Hollen also asked about the 

Secondary Markey Facility and the quality of the bonds being taken on, especially as it pertains to 

helping Main Street and those unemployed. Chairman Powell indicated that the only bonds that are able 

to be taken on that are not investment grade were those that have been downgraded recently and that 

those were generally debt for large companies. Chairman Powell also indicated that the Federal Reserve 

has to ensure that both the primary and secondary bond markets are operating properly.  

Sen. John Neely Kennedy (R-LA) asked if states and cities are going to experience revenue shortfalls as a 

result of the economic shutdown. Chairman Powell indicated that substantial shortfalls would be 

massive and that the Municipal Liquidity Facility will be set up in 10 days or so to support market 

function across the municipal market. Sen. Kennedy asked how many states were prohibited from 

borrowing money to operate government. Chairman Powell indicated that many states were allowed to 

borrow on a short-term basis for operating expenses. Sen. Kennedy asked why states were not allowed 

to utilize the $150B to fill revenue shortfalls in lieu of passing another bill. Secretary Mnuchin indicated 

that if there was bipartisan support for this, then the Administration would support it.  

Sen. Catherine Cortez Masto (D-NV) asked about challenges that the hospitality and tourism sectors are 

facing. Chairman Powell indicated that any sector that requires large gatherings will take more time to 

recover as it requires rebuilding of consumer confidence. Sen. Cortez Masto asked how consumer 

confidence can be boosted. Chairman Powell indicated that the number one thing is creating a safe, 

sensible reopening of the economy to regain confidence about resuming activities, in addition to 

therapeutics and a vaccine. Sen. Cortez Masto asked about the importance of local and state 

governments. Chairman Powell indicated that those governments would make many important 

decisions, on top of people making their own decisions on how to protect themselves. Sen. Cortez 

Masto expressed her support for opening up the Municipal Lending Facility to more governments.  

Sen. Martha McSally (R-AZ) asked whether the government wanted to prevent China or Chinese 

companies to benefit. Secretary Mnuchin responded affirmatively, Chairman Powell did not respond. 

Sen. McSally asked what prevents Blackrock from investing their profits from work with the Federal 

Reserve in China. Chairman Powell emphasized that Blackrock was retained for their expertise in the 

municipal market and that their involvement in China is not unique for asset managers and pointed to 

their focus on retaining employment for Americans.  
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Sen. Doug Jones (D-AL) asked about the collection of demographic information. Secretary Mnuchin 

indicated that demographic information has been made optional on applications but that they hope 

people provide that information. Sen. Jones asked what can be done to stop the wealth gap from 

growing. Chairman Powell indicated that the job losses have come mostly in employment for lesser 

paying jobs but that these are longer term problems and that they are focused on people being able to 

return to work.  

Sen. Jerry Moran (R-KS) asked what businesses that are not investment grade, but too large for other 

programs can do to get relief, namely through the B4 program. Secretary Mnuchin indicated that this 

would be investigated and dealt with. Sen. Moran asked if there was a timeframe for PPP loan 

forgiveness and if changes would come for 501(c)(3) organizations to utilize alternative size standards 

for PPP eligibility. Secretary Mnuchin indicated that guidance has been released for forgiveness and that 

a decision will be made on the 501(c)(3) eligibility soon.  

Sen. Tina Smith (D-MN) asked about the importance of the housing sector and what challenges are 

ahead during the crisis. Chairman Powell indicated that these are longer running problems that are 

under particular pressure but pointed to the issue of urbanization and long commutes for service 

industry workers and emphasized the importance of housing to the economy. Sen. Smith asked about 

risks to the housing market. Chairman Powell pointed to potential foreclosures and pointed to careful 

reopening as a remedy for many of these issues.  

Sen. Kyrsten Sinema (D-AZ) asked about the Economic Injury Disaster Loans and the slow disbursement 

of funds and changes to the terms of the funds. Secretary Mnuchin indicated that the SBA had many 

issues with the software and that changes made were to conserve funds at the time but that he would 

follow up. Sen. Sinema asked when guidance of forgiveness regarding the PPP would be available and 

noted the length of the application. Secretary Mnuchin gave a similar answer as he did to a previous 

question.  

 


