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PURPOSE: To provide 
liquidity to eligible 
businesses, states, and 
municipalities related to 
losses incurred due to the 
coronavirus. This is a 
$500 billion stabilization 
loan program and gives 
broad discretion to the 
Secretary of the 
Treasury. 

CARES Act: Title IV – Coronavirus Economic 
Stabilization Act of 2020 (CESA) 

 $46 billion in direct Treasury loans to severely distressed economic sectors

o $25 billion for passenger air carriers and their contractors

o $4 billion for cargo air carriers

o $17 billion for businesses critical to national security

 $454 billion to provide liquidity to businesses, governments, and nonprofit 
organizations not otherwise receiving sufficient relief

o To be administrated through various Fed Reserve facilities
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$454 Billion
To businesses, governments, and NFPs 

through Federal Reserve facilities, such as:

 Main Street New Loan Facility (“MSNLF”)
 Main Street Priority Loan Facility (“MSPLF”)
 Main Street Expanded Loan Facility (“MSELF”)
 Term Asset-Backed Securities Loan Facility (“TALF”)
 Primary Market Corporate Credit Facility (“PMCCF”)
 Secondary Market Corporate Credit Facility (“SMCCF”)
 Municipal Liquidity Facility (“MLF”)
 Paycheck Protection Program Liquidity Facility (“PPPLF”)

$46 Billion
Severely Distressed Industries

$25 Billion
Air Carriers

$17 Billion
National Security

$4 Billion
Cargo Air Carriers

Title IV: CESA
$500 
Billion
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Economic Stabilization and Assistance Loans (“ESL”) § 4003
SPECIAL PURPOSE VEHICLES (“SPV”)

Loan Programs Treasury (Fed Collateral)3 Federal Reserve4

Passenger airlines, cargo airlines, aviation repair operators, 
airline ticket agents, and business critical to maintaining 
national security  

$46 Billion N/A

Main Street New Loan Facility
Main Street Expanded Loan Facility
Main Street Priority Loan Facility

$75 Billion $600 Billion

Term Asset Based Security Loan Facility $10 Billion $100 Billion

The Primary Market Corporate Credit Facility
The Secondary Market Corporate Credit Facility $75 Billion $750 Billion

The Municipal Liquidity Facility $35 Billion $500 Billion 

The Paycheck Protection Program Lending Facility § 1102 N/A2 $659 Billion 

In Aggregate1: $241 Billion $2,609 Billion

1Results in excess of $259 billion (dry-powder) under the $500 billion program. 
2Treasury funding is equal to the amount of federal reserve funding.  
3Amount funded by the U.S. Treasury to the Federal Reserve to establish each SPV.    
4Total Federal Reserve lending limit per facility. 
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Loan Details:

Title IV Loans 
MAIN STREET LOAN FACILITIES

Main Street New Loan 
Facility

Main Street Priority Loan 
Facility

Main Street Expanded Loan 
Facility

Term 5 years 5 Years 5 years

Principal & Interest Payments

Y1 – No P&I
Y2 – Interest only
Y3 & 4 – 15%/Year
Y5 – 70%

Y1 – No P&I
Y2 – Interest only
Y3 & 4 – 15%/Year
Y5 – 70%

Y1 – No P&I
Y2 – Interest only
Y3 & 4 – 15%/Year
Y5 – 70%

Rate LIBOR + 300bps LIBOR + 300bps LIBOR + 300bps

Minimum Loan Size $250,000 $250,000 $10.0 Million

Maximum Loan Size 

Lesser of (a) $35 Million; or (b) the 
amount that does exceed borrower’s 
leverage by 4x Adjusted EBITDA 
(including undrawn available debt)

Lesser of (a) $50 Million; or (b) the 
amount that does exceed borrower’s 
leverage by 6x Adjusted EBITDA 
(including undrawn available debt)

Lesser of (a) $300 million; or (b) the 
amount that does exceed borrower’s 
leverage by 6x Adjusted EBITDA (including 
undrawn available debt)

Loan Participation (a) SPV – 95%; Lender – 5%;                   
(b) Seniority – pari passu basis

(a) SPV – 95%; Lender – 5%; 
(b) Seniority – Senior to or pari passu 

basis

(a) SPV – 95%; Lender – 5%;                     
(b) Seniority – pari passu basis;                 
(c) Collateral – pro rata basis
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Title IV Loans
MAIN STREET LENDING EVALUATION

Prepare an 
Assessment 
of Financial 

Needs

Not Eligible Not Eligible Not Eligible Not Eligible

Is there a 
Covered 

Loss

Client 
under $5B 

in revenues 
or 15,000 

employees?

Client 
created or 
organized 

in the U.S.?

Client in a 
bankruptcy 
proceeding?

Eligible for 
Main Street 

Loan

COVERED LOSS
 Reduced Demand
 Unbudgeted Medical 

Expenses
 Lack of Available Credit

SIZE LIMITATION
 December 31, 2019 levels
 Not to exceed $5B in gross revenue

ORGANIZATION
 Created or organized in 

the United States
 Not more than 49% off-

shore ownership
 Business created prior to 

March 13, 2020
 Majority of employees 

based in the U.S.

BANKRUPTCY AND OTHER
 Not in bankruptcy and will not declare 

bankruptcy within 90 days after 
receiving Main Street loan

 Not participating in the Corporate 
Credit Facility

 Measurement date March 13, 2020
 Evaluated as “Pass” in the Federal 

Financial Institution Examiner’s 
Council’s supervisory rating system

INITIAL MAIN STREET LENDING EVALUATION FLOWCHART

No No No Yes

Yes Yes Yes No

Information 
Required

Information 
Required

Information 
Required

Information 
Required
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Main Street Loans: Certifications and Covenants
SELECT CERTIFICATIONS

Certifications Guidance

Unavailability of Credit
Unable to secure “adequate credit accommodations” because the amount, price, or terms of credit 
available from other sources are inadequate for the Borrower’s needs during the current unusual and 
exigent circumstances

Solvency & Going Concern Is not insolvent and has the ability to meet financial obligations for the next 90 days

Multiple or Affiliate 
Applications

Has informed the lender if the borrower, or its affiliates, has previously received, or has a pending 
application to receive, funds in connection with any Main Street Facility, as well as the value of such 
funding

CARES Act Title IV, Subtitle A 
Relief

Has not received specific support pursuant to Subtitle A of Title IV of the CARES Act (relief for air 
carriers, air cargo carriers, and businesses critical to national defense)
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Main Street Loans: Certifications and Covenants
SELECT CERTIFICATIONS

Certification Guidance

Early Repayment of Other Debt 
(MSNLF & MSELF)

Will not repay any debt, unless the principal or interest payment is mandatory and due, until (i) the 
Eligible Loan is repaid in full or (ii) neither the SPV nor a Governmental Assignee holds an interest in 
the loan.  MSPLF has specific repayment restrictions.  

Early Cancellation or Reduction 
of Other Existing Credit Lines

Will not seek to cancel or reduce any of its committed lines of credit with the Eligible Lender or any 
other lender

Use of Proceeds If a subsidiary a of foreign parent, to use proceeds only for the benefit of the borrower, its U.S. 
subsidiaries, and other affiliates that are U.S. businesses

Financial Restrictions Will comply with the compensation, stock repurchase, and capital distribution restrictions
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Title IV Loans Restrictions
LIMITATION ON EMPLOYEE COMPENSATION

 Restrictions below are applicable to all programs established pursuant to 
Title IV of the CARES Act § 4004

o Employees or officers who earned more than $425,000 in total 
compensation in 2019

- The compensation during the restricted period should not exceed 
their 2019 compensation for 12 consecutive months 

- Severance pay should not exceed 2x the maximum total compensation 
received in 2019

- May receive maximum total compensation of $3 million plus 50% of 
the excess over $3 million of the total compensation in 2019

 Excludes those with collective agreements dated prior to 3/1/20
Total compensation is defined as salary, bonus, awards of stock, and other 
financial benefits. Further clarification is needed regarding definition of 
“financial benefits”
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Title IV Loans
OTHER TERMS & CONDITIONS

 No Dividends or Issuance of equity instruments that are 
dilutive
o Exception for distributions made by a pass-through entity to the 

extent reasonably required for owners’ tax obligations

 Existing loans with a lender will have a “Pass” rating in 
accordance with Federal Reserve Standards as of December 
31, 2019

 Cannot be in bankruptcy at time of application
 Business established prior to March 13, 2020
 May not participate in multiple Main Street programs or stack 

other Title IV loan programs
 Restrictions remain in place for 12 months subsequent to 

repayment
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Title IV Loans
AFFILIATION RULES TITLE IV PROGRAM

 Many PE sponsors are conflating the affiliation rules for the 
Paycheck Protection Program (“PPP”) HR748 §1102 to restrictions 
under the Main Street Lending Program(s)

 More than one entity in an affiliated group may both borrow from a 
MSLP facility, although the loan maximum criteria will then apply to 
the affiliated group

 Financial sponsors may make distribution to investors even if one or 
more portfolio companies has a loan outstanding

 BDO is defining an entity by parent company’s Federal Employer 
Identification Number (FEIN)



A Deep Dive into the CARES Act’s Main Street Lending Program and Economic Stabilization Loan Programs13

Title IV Loans: Preliminary 
Application Guidance
FINANCIAL PLAN DISCLOSURE

Source: Department of Treasury Airline Loan Application –
https://home.treasury.gov/system/files/136/Airline-Loan-Application-4-6-20.pdf (pages 6 and 7)

https://home.treasury.gov/system/files/136/Airline-Loan-Application-4-6-20.pdf
https://home.treasury.gov/system/files/136/Airline-Loan-Application-4-6-20.pdf
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PHASE 1 PHASE 2 PHASE 3 PHASE 4

TITLE IV CARES ACT RELIEF 
LOAN ASSESSMENT

FINANCIAL ANALYSIS OF 
ECONOMIC IMPACT AND 

COVERED LOSSES

APPLICATION SUBMISSION AND 
LENDER FOLLOW-UP

ONGOING CARES ACT LOAN 
COMPLIANCE AND MONITORING

 Determine your business’s goal to 
obtain relief and your debt classes 
and servicing

 Identify the forms of aid that align 
with your goals, plan and culture

 Understand loan disclosures and 
other implications

 Set up a recovery plan to restabilize 
your business

 Set up a centralized repository for 
application supporting documents

 Formulate a plan to rapidly collect 
required application information

 Calculate incurred and forecasted 
losses due to COVID-19 

 Compute anticipated revenues and 
outlays during stymied operations

 Form a plan to strengthen business 
and achieve organizational goals

 Synthesize your collection of 
documents/analyses

 Ensure all application forms are 
completed in an efficient manner 

 Follow up with lender/administrator 
to avoid delays, hang-ups or 
misunderstandings

 Establish controls and processes to 
maintain program compliance

Title IV: A Phased Approach
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Business Interruption/Economic Loss Analysis

Lost Gross 
Profits

Extra 
Expenses

Saved 
Expenses

Business 
Interruption 

Loss

“But for” sales 
less COGS

Additional costs 
due to COVID-19

Avoided costs due to 
business slowdown

 Sales of products and 
services

 Cancelled contracts 
and events

 Ancillary services

 Healthcare costs

 Purchase of PPE

 Sanitation/cleaning

 Remote work setup 

 Customer retention 
costs

 Alternative suppliers

 Utilities

 Labor 

 Fuel

 Other incremental 
expenses
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Business Interruption/Economic Loss Analysis

This analysis may be a gateway for accessing the Main Street Lending Program and can be 
leveraged for CARES Act loan application assistance. 
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PHASE 1 PHASE 2 PHASE 3 PHASE 4

TITLE IV CARES ACT RELIEF 
LOAN ASSESSMENT

FINANCIAL ANALYSIS OF 
ECONOMIC IMPACT AND 

COVERED LOSSES

APPLICATION SUBMISSION AND 
LENDER FOLLOW-UP

ONGOING CARES ACT LOAN 
COMPLIANCE AND MONITORING

 Determine your business’s goal to 
obtain relief and your debt classes 
and servicing

 Identify the forms of aid that align 
with your goals, plan and culture

 Understand loan disclosures and 
other implications

 Set up a recovery plan to restabilize 
your business

 Set up a centralized repository for 
application supporting documents

 Formulate a plan to rapidly collect 
required application information

 Calculate incurred and forecasted 
losses due to COVID-19 

 Compute anticipated revenues and 
outlays during stymied operations

 Form a plan to strengthen business 
and achieve organizational goals

 Synthesize your collection of 
documents/analyses

 Ensure all application forms are 
completed in an efficient manner 

 Follow up with lender/administrator 
to avoid delays, hang-ups or 
misunderstandings

 Establish controls and processes to 
maintain program compliance

Title IV: A Phased Approach
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Measuring the Need
THIRTEEN WEEK CASH FORECAST

Determine 
effect of the 
new cash and 
application of 
the funds
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Determine effect of the new cash and 
application of the funds

 Show new funds in re-forecasted business 
plan

 Use to evaluate future debt covenants

 Compare GAAP cash flow to cash basis 13 
week forecast

 Other base financial statements are needed ~ 
B/S and I/S

Measuring the Need
REFORECASTED BUSINESS MODEL
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Overview of “SIGTARP”
(SPECIAL INSPECTOR GENERAL FOR THE TROUBLED ASSET RELIEF PROGRAM)

 Sworn in Dec. 15, 2008; ramped up to 128 employees by 2010

 Special agents and analysts are: attorneys; former prosecutors; criminal 
investigators; federal law enforcement; forensic accountants; and auditors.

 Initial operating funds of $50 million; expenditures of: 
o $19.6 million in 2009; 

o $33.5 million in 2010; and 

o $38.2 million in 2011

 Audit Division
o Programmatic audits of Treasury’s operation of TARP and recipients’ compliance 

with their obligations under relevant law and contract. 

 Investigations Division
o Supervises and conducts criminal and civil investigations into those, whether inside 

or outside of government, who waste, steal, or abuse TARP funds
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Overview of “SIGTARP”
(SPECIAL INSPECTOR GENERAL FOR THE TROUBLED ASSET RELIEF PROGRAM)

 SIGTARP Hotline - one of SIGTARP’s primary investigative priorities

o Received 29,552 Hotline contacts by 2012

 Has criminally charged 443 individuals and recovered $11 billion 
from investigations since inception

 Secured enforcement actions against direct and indirect recipients 
of TARP funds, including banks, mortgage lenders, insurance 
companies, and more

 SIGTARP currently anticipated to sunset in 2024
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Special Inspector General for Pandemic Recovery
“SIGPR” Overview

 Brian Miller confirmed as SIGPR on June 2
o Previously served as Inspector General at GSA for nine years and 

as counsel to the White House

o Investigated head of GSA for diverting contract to a friend

- Administrator eventually stepped down

 Will bring on 75-100 personnel to get the program up and 
running

 Initial operating funds of $25 million
 Initial term of five years
Note: Other CARES Act Oversight Bodies

o Pandemic Response Accountability Committee , Five-member Congressional 
Oversight Commission, Government Accountability Office, Existing Law Enforcement 
Authorities
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 Conduct audits and investigations of loans, 
loan guarantees, and other investments made 
by Treasury under any CARES Act program 
collecting and summarizing the following 
information:
o Categories of the loans
o Reasons loans were made
o Details about each loan 

 SIG may request information from any 
Federal Government agency

Special Inspector General for Pandemic 
Recovery
DUTIES OF THE SIGPR
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Creation of a Main Street “COMPLIANCE FILE” for 
Conforming Loans for FEDERAL INSPECTION and 
AUDIT
 Covers the various certifications and covenants 

the borrower signed off on when applying for the 
MSLP loan
o Company eligibility 

o Conflicts of interest

o Use of Proceeds

o Compensation restrictions

o Stock repurchase and capital distribution restrictions

o Reasonable efforts to maintain payroll & employee 
headcount

Title IV: Special Inspector General 
for Pandemic Recovery
COMPLIANCE AND POST-APPROVAL ACCOUNTING
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Compliance/Investigations for 
Those Taking Government Money
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Executive Branch Oversight/Investigations

 Department of Justice
• Already making indictments for PPP fraud

 Special Inspector General for Pandemic Recovery (SIGPR)
• Audits/investigations of Treasury Department activity related to 

COVID-19 response
 Pandemic Response Accountability Committee (PIGIE)

• IGs from various agencies
• “Promote transparency and conduct and support oversight” of 

the government’s coronavirus response in order to “prevent and 
detect fraud, waste, abuse, and mismanagement” and “mitigate 
major risks that cut across program and agency boundaries.” 

• Develop website to foster transparency in the use of CARES Act 
funds

 Agency-by-agency reporting
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Source: CNN, Politico, Bloomberg Law, 
ABC News, Reuters
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Congressional Investigations

 House Select Committee on the Coronavirus Crisis (“Benghazi 2.0?”)
• Root out waste/fraud/abuse
• Protect against price gouging and profiteering
• Ensure that federal response is guided by science/health experts
• First Investigation: Public companies taking PPP loans

 Congressional Oversight Commission (“TARP 2.0”)
• Oversight of Treasury/Federal Reserve Board’s economic relief activities
• Will last for 5 years and will report to Congress every 30 days
• Hearings/reports likely

 Government Accountability Office reporting/audits
• Strong relationships with IGs/agencies
• Bipartisan credibility in Congress
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Congressional Investigations 101

Broad Powers Political Stakes Responding 

• Especially 
hazardous given 
Congress has very 
broad powers of 
investigation.

• In short, Congress 
makes the rules and 
enforces them.

• Stakes are 
especially high 
when control of the 
federal government 
is split between the 
two political 
parties.

• The best approach 
is to try to reduce 
risks – and surprises 
– by understanding 
the players and the 
process.

• There is always a danger that one 
investigation can spiral into 
multiple Congressional, criminal, 
and/or civil investigations at the 
state and federal levels.  

• The best approach is always to 
undertake communications 
cautiously, but promptly, and with 
a tone that shows respect for the 
legitimacy of the investigator’s 
efforts.

Pillsbury’s Expertise

• The representation of companies or individuals subject to Congressional investigations is a specialized legal practice that 
combines litigation, negotiation, and advocacy.

• Pillsbury represents companies, associations, and executives in high-profile congressional investigations conducted by each 
of the investigatory committees of Congress.

• Our Congressional investigations experts are now defending a public company; one of the first targets of the new House 
Select Subcommittee on Coronavirus Response. 

Control of Information Best Practices for 
Negotiating Responses

• In preparation, 
respondents should first 
ensure proper control of 
information flow, 
including documents, and 
avoid destroying or 
displacing any documents 
or information that 
investigators might 
request. 

• The practical reality is that by the 
time an investigation has begun, 
Congressional leaders have decided 
to invest time and resources into the 
inquiry.

• Working with Congressional leaders is 
preferable to resisting requests 
altogether and risking the triggering 
of a subpoena and a dangerous 
domino effect. 



A Deep Dive into the CARES Act’s Main Street Lending Program and Economic Stabilization Loan Programs30

Case Study: First Investigations by the Select Subcommittee

“Since your company is a public entity with a 
substantial investor base and access to capital 
markets, we ask that you return these funds 
immediately,” a panel of seven Democratic 
members of the Select Subcommittee on the 
Coronavirus Crisis wrote to each of the five firms. 
Responses from the companies have varied widely. 
Our Congressional investigations experts are 
currently representing one of these public 
companies. 
The investigations are currently ongoing and have 
included meetings between the companies and the 
Select Subcommittee. 
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Oversight/Investigations

Source:  Joe Biden Twitter Account
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Impact of Government Investigations

M
on

et
ar

yc
os

t • Fines, penalties, disgorgement  
of profits

• Debarment
• Cost of investigation (attorneys  

and specialists’ fees)

• Loss of profit
• Loss of market capitalization

N
on

-m
on

et
ar

yc
os

t • Brand or reputational impact
• Business disruptions
• Inability to grow or expand  

business
• Loss of financing
• Loss of talent

33 | Main Street Lending and What’s Next for Oversight
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Best Practices for Compliance with the Main Street Lending Program

34 | Main Street Lending and What’s Next for Oversight

 How do you create a culture of Compliance First?
• Do you have adequate resources and a fulsome compliance program addressing your

company’s current legal and compliance risks, including fiscal controls, anti-corruption 
risks,  vendor management, etc.?

• Does your organization have policies and procedures in place for CARES Act loan  
obligations?

• How are you preparing for reopening conditions imposed by the government?

 Is your compliance program subject to frequent updating and testing to regularly  integrate new 
requirements and test its effectiveness to address new challenges?

 Do all relevant stakeholders including the Board, employees and third-party  business 
partners understand their legal and compliance obligations?

• Do they know to whom they should report issues that may arise?

 How should you plan to communicate and train relevant stakeholders regarding the company’s 
new and existing legal and compliance obligations?
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Compliance and Integrity Programs and Controls

35 |  New Stimulus, Trade and Political Developments

Prevention Detection Response

• Fraud and misconduct risk
assessment

• Code of conduct and related
standards

• Financial policies and controls

• Employee and third-party due
diligence

• Communication and training

• Hotlines and whistle-
blower  mechanisms

• Auditing and monitoring

• Proactive forensic data analysis

• Internal and external 
investigation  protocols

• Enforcement and 
accountability  protocols

• Disclosure protocols
• Remedial action protocols

Oversight Functions

• Board/audit committee oversight

• Executive and line management functions

• Internal audit, compliance, and monitoring functions



COVID-19 (Coronavirus)
If you have questions about how the 2019 Novel Coronavirus 
impacts you or your business, please contact us.

Robert Berdanier rberdanier@bdo-ba.com

Brian Finch  brian.finch@pillsburylaw.com

Elizabeth Vella Moeller  elizabeth.moeller@pillsburylaw.com

Matt Oresman  matthew.oresman@pillsburylaw.com

Paul Peterson ppeterson@bdo.com
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