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CARES Act - Generally
• The "Coronavirus Aid, Relief, and Economic Security Act" (the CARES Act)
provides more than $2 trillion in relief across all sectors of the economy through
additional healthcare funding, increased unemployment insurance, direct
payments to individuals, and loan and loan guarantees to businesses – both large
and small.

For additional guidance, visit
Steptoe’s
COVID-19 Resource Center
on our website.
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Title IV of the CARES Act
The CARES Act provides $454 billion to Treasury’s Exchange Stabilization Fund for
loans, loan guarantees, and investments through the Federal Reserve’s lending
programs and facilities to support states, municipalities, and "eligible businesses."
The CARES Act also sets aside $46 billion for loans and loan guarantees to air
carriers, air cargo carriers, and businesses critical to maintaining national security.
The CARES Act requires the Treasury Secretary to publish procedures for
application and minimum requirements by April 6, 2020.
To review Steptoe's comprehensive CARES Act analysis, please click here.
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Title IV of the CARES Act
Funding Allocation:
$25 Billion
in loans and loan guarantees for
air carriers

$4 Billion
in loans and loan guarantees for
cargo air carriers

$17 Billion
in loans and loan guarantees for
businesses critical to maintaining national security

$454 Billion
for loans, loan guarantees, and investments in
support of facilities established by the Federal
Reserve to support lending to eligible businesses,
states, and municipalities
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Steptoe Fact Sheets About the Direct Loan Programs
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Direct Loans, Loan Guarantees
For Eligible Businesses1
Eligibility Criteria
•

Business created or organized
in the United States and has
significant operations in and a
majority of its employees
based in the United States
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Commercial Terms
•
•
•

Loan entered into directly with
eligible business as the
borrower
Loan cannot be forgiven
Treasury has the discretion to
set terms, conditions,
covenants, representations and
warranties

Restrictions
•
•
•
•

No stock buybacks (unless contractually
obligated) for term of the loan plus one
year
Cannot pay dividends for term of the
loan plus one year
Businesses can only invest in, or loan to,
American businesses
Executive compensation restrictions for
the term of the loan plus one year:
•

Employees > $425,000 in 2019
cannot receive a raise, nor can
severance be more than double
maximum compensation

•

Executives > $3 million in 2019
cannot make more than $3 million +
½ of the amount over $3 million in
2020

1 This fact sheet is intended to provide general information and is not an exhaustive list of the CARES
Act’s loan criteria, terms, restrictions, and possible exceptions.

Loans, Loan Guarantees
For Mid-Sized Businesses1

Section 4003(c)(3)(D) of the CARES Act instructs the Treasury secretary to
“endeavor to seek the implementation” of a program or facility to support bank and
other lenders direct lending to mid-size businesses and nonprofit organizations with
500-10,000 employees. The implementation of a direct lending program or facility
does not limit Federal Reserve from establishing a Main Street Lending Program to
support lending to small and mid-sized businesses.
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1 This fact sheet is intended to provide general information and is not an exhaustive list of the CARES
Act’s loan criteria, terms, restrictions, and possible exceptions.

Loans and Loan Guarantees
Mid-Sized Businesses1
Eligibility Criteria
•

•
•

Entity or business is domiciled
in the United States with
significant operations and
majority of its employees in
the United States
Not a debtor in bankruptcy
Uncertainty of economic
conditions make loan
necessary to support ongoing
operations

Commercial Terms
•
•
•

Direct loans from private
lenders
Interest rate of no more than
2% per year
No principal or interest due for
the first six months
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Restrictions
•
•

•
•
•
•
•

Will not pay dividends or buy back stock
Intends to restore not less than 90% of workforce as of
February 1, 2020, and to restore all compensation and benefits
within four months after declaration of the public health
emergency’s termination
Will retain 90% of workforce (at full compensation and
benefits) until September 30, 2020
Will not outsource or offshore jobs for the loan’s duration plus
two years
Will not abrogate collective bargaining agreements for the
loan’s duration plus two years
Will remain neutral in any union organizing effort for the term
of the loan
Executive compensation restrictions for the term of the loan
plus one year:
• Employees > $425,000 in 2019 cannot receive a raise, nor
can severance be more than double maximum
compensation
• Executives > $3 million in 2019 cannot make more than $3
million + ½ of the amount over $3 million in 2020

1 This fact sheet is intended to provide general information and is not an exhaustive list of the CARES
Act’s loan criteria, terms, restrictions, and possible exceptions.

Loans & Loan Guarantees:
Air Carriers, Cargo Air Carriers, and Businesses Critical to Maintaining National Security1

CARES Act Requirements
Eligibility Criteria
•

•
•

•

Borrower is created or
organized in the United
States and has significant
operations in and a majority
of its employees based in
the United States
Credit is not reasonably
available
Must have incurred or are
expected to incur covered
losses such that continued
operations of the business
are jeopardized
Intended obligation is
prudently incurred
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Restrictions
Commercial Terms

•
•
•
•

•

Direct federal loan
Loan cannot be forgiven
Loan or loan guarantee is
sufficiently secured
Loan is at a rate that reflects
risk of the loan or loan
guarantee, but the rate is
not less than an interest
rate based on market
conditions for comparable
obligations prior to the
outbreak
Duration of the loan is as
short as practicable and not
more than five years

•
•
•
•

•

No stock buybacks (unless contractually obligated) for
term of the loan plus one year
Cannot pay dividends for term of the loan plus one year
Retain 90% of workforce as of March 24, 2020 until
September 30, 2020
Borrowers must provide the Treasury secretary with a
warrant or equity interest in the business or,
alternatively, a senior debt instrument issued by the
borrower. The Treasury secretary will not exercise voting
power with respect to any shares of common stock and
retains the right and discretion whether to sell, exercise,
or surrender these interests for the primary benefit of
taxpayers
Executive compensation restrictions for the term of the
loan plus one year:
• Employees > $425,000 in 2019 cannot receive a raise,
nor can severance be more than double maximum
compensation
• Executives > $3 million in 2019 cannot make more
than $3 million + ½ of the amount over $3 million in
2020

1 This fact sheet is intended to provide general information and is not an exhaustive list of the CARES
Act’s loan criteria, terms, restrictions, and possible exceptions.

Additional Resources
Stafford Act
•

See Steptoe’s March 23 alert “Stafford Act Assistance for COVID-19 Pandemic”

Federal Reserve Liquidity Facilities
•

Steptoe’s March 25 alert, “Federal Reserve Establishes, Expands Emergency
Capital Liquidity Facilities,” which provided information about how to sell or
pledge commercial paper, asset-backed securities, or corporate bonds to the
already-established Federal Reserve liquidity facilities.

Businesses With 500 or Less Employees
Steptoe is also deeply involved in helping clients understand how the CARES
Act helps businesses with fewer than 500 employees and funding
opportunities through the Small Business Administration. Please contact
any of the professionals on the next slide for more information.
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