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CARES Act Signed into Law; Summary of Loan Provisions 
 
On March 27th, President Trump signed the Coronavirus Aid Relief and Economic Security Act (CARES 
Act). The CARES Act is a massive relief package, totaling 880 pages and providing $2.2 Trillion in 
government loans and grants. The new law provides targeted relief to industries affected by COVID-19, 
including airlines, hospitals and other healthcare facilities, state and local governments and both small 
and large businesses. The CARES Act also includes direct support payments to lower- and middle-
income individuals and families. 
 
This Special Notice will summarize the main loan provisions included in the CARES Act. We want you to 
understand the various relief provisions that are designed to help your small and large business 
customers. In some cases, the SBA or the US Treasury will make relief loans and grants directly to 
impacted businesses. In other cases, banks will take applications for the loan programs. 
 
In virtually all cases, we will need additional guidance from the government agencies that oversee these 
various loan programs. While the CARES Act gives us general rules, there are many details that the 
agencies must provide. The agencies understand the importance of getting relief to businesses as 
quickly as possible, and they are working hard to issue guidance within days rather than months. As the 
guidance and regulations become available, we will provide those details.  
 

New or Expanded Loan Programs to Help Businesses 
 
$350 Billion for Payment Protection Program. This program is designed to support small businesses 
with 500 employees or less. It establishes a fast track approval for covering 2.5 months of an eligible 
business’s allowable payroll expenses, plus rent or mortgage payments, utilities payments and other 
allowable expenses. Most of these loans are forgivable, if the borrower meets all the criteria. Unlike the 
SBA Emergency Injury Disaster Loans issued directly by the SBA, these loans will be originated by 
banks. 
 
The SBA and the US Treasury Department are currently writing guidelines to implement the PPP. The 
guidelines will be available very soon. Once the guidelines are available, the MBA will summarize all the 
important provisions, including what banks are eligible to make these loans, how currently ineligible 
banks can become eligible, what small businesses qualify for these loans, what the application process 
will be, what the approval process is, what the funding process form the SBA looks like, and how the 
loan forgiveness features work.  
 
The SBA and the US Treasury intend to get all this information out within the next few days, with the 
goal of starting to fund these loans by the end of this week. They have set an aggressive timeline. We 

https://www.congress.gov/bill/116th-congress/house-bill/748/text#toc-H4D5728D599DE43C1B10376E596A41BCE


understand that there are a lot of questions on this important program, and we look forward to 
seeing the guidance so that we can answer your questions. 
 
$17 Billion for Existing SBA 7(a), 504 and microloan Borrowers. Because Congress believes that all 
businesses are adversely affected by COVID-19, the CARES Act provides relief for existing SBA 
borrowers. This provision gives the SBA authority to make six months of principal and interest 
payments on existing, qualifying SBA loans. We are not sure at this time if borrowers will need to 
request this relief or if the SBA will automatically make these payments. As soon as information on this 
section becomes available, we will let you know. 
 
Additional $10 Billion for SBA EIDLs. The SBA directly originates and funds Emergency Injury Disaster 
Loans (EIDLs). This provision expands the entities that are eligible for these loans, and it appropriates 
additional money to cover loans to the newly eligible borrowers. The term “newly eligible borrowers” 
includes sole proprietorships and independent contractors, and it also includes cooperatives, ESOPS 
and tribal concerns with less than 500 employees. These entities may apply for EIDLs between January 1 
and December 31, 2020, only. 
 
In addition to expanding the eligibility for EIDLs, this section allows any EIDL applicant to request a 
grant, of up to $10,000. The grant can be used for paying sick leave, maintaining payroll, paying higher 
prices for materials if supply chains are interrupted, making mortgage or rent payments, or repaying 
obligations that cannot be met due to revenue losses. The grant does not need to be repaid, and it is 
available even if the EIDL request is denied by the SBA. Businesses who have already applied for an 
EIDL may still request the grant. 
 
The SBA has already updated its website to include the additional eligible entities and is ready to 
accept these new grant applications. Encourage your business customers to visit:  
www.SBA.gov/Disaster  
 
7(a) Express Loan limit increased. The current limit for 7(a) Express Loans is increased from $350,000 to 
$1 million for applications through December 31, 2020.  
 
$500 Billion To Support Federal Reserve/US Treasury Lending. The Federal Reserve and US Treasury are 
authorized to make or guarantee additional loans totaling $500 Billion. This total includes: 
 

• $25 Billion to passenger air carriers 
• $4 Billion to cargo air carriers 
• $17 Billion to businesses critical to national security 

 
The remaining money, at least $454 Billion, is to be used by the Federal Reserve and the US Treasury to 
support businesses, nonprofits, states and municipalities. The money can be used for direct loans, but it 
can also be used to provide loan guarantees, where the Federal Reserve partners with banks. By 
providing guarantees rather than directly funding loans, the Administration believes Congress’s 
investment can be leveraged to generate $4 Trillion in lending. 
 
Part of this appropriation is to be used specifically to support businesses with between 500 and 10,000 
employees that are not eligible for the small business loan programs in the CARES Act. These larger 
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businesses are also to receive loans with lenient repayment terms and low interest rates. We will need 
guidance from the Federal Reserve and the US Treasury on this significant section as well.  
 
Agricultural Support. The CARES Act appropriates $14 Billion to the Commodity Credit Corporation and 
an additional $9.5 Billion to support farm producers. We understand that banks will have an 
opportunity to help their farm borrowers with cash flow problems access these funds, and we will look 
for additional guidance on how that will happen.  


