
 
 

CORONAVIRUS AID, RELIEF, AND ECONOMIC SECURITY ACT 
 
Introduction: 
 
The largest economic aid package in U.S. history became law on Friday, March 27, 2020, when Congress 

passed, and President Trump signed, the Coronavirus Aid, Relief, and Economic Security Act of 2020 

(CARES Act). Phase III of the federal government’s response to the coronavirus outbreak provides $2 

trillion to support the healthcare sector and provide economic relief to workers and businesses.  

 

The MD|DC Credit Union Association is providing a summary of key provisions that impact credit 

unions. We will continue to offer summaries and analysis on the CARES Act as more information is 

released. 

Economic Stabilization and Assistance to Severely Distressed Sectors of the U.S. 
Economy 

Section 1113. Bankruptcy  

• Amends the Small Business Reorganization Act to increase the eligibility threshold to file 

under subchapter V of chapter 11 of the U.S. Bankruptcy Code to businesses with less 

than $7,500,000 of debt. The increase sunsets after one year and the eligibility threshold 

returns to $2,725,625.  

• Amends the definition of income in the Bankruptcy Code for chapters 7 and 13 to 

exclude coronavirus-related payments from the federal government from being treated as 

“income” for purposes of filing bankruptcy. Sunsets after one year.  

• Clarifies that the calculation of disposable income for purposes of confirming a chapter 

13 plan shall not include coronavirus-related payments. Sunsets after one year. Explicitly 

permits individuals and families currently in chapter 13 to seek payment plan 

modifications if they are experiencing a material financial hardship due to the 

coronavirus pandemic, including extending their payments for up to seven years after 

their initial plan payment was due. Sunsets after one year.  

 

Section 4008. Debt Guarantee Authority 

• The National Credit Union Administration (NCUA) is given authority to temporarily 

increase share insurance coverage for noninterest-bearing transaction accounts. Such 

authorities, programs, guarantees, and increases shall terminate no later than December 

31, 2020. 

 

Section 4013. Temporary Relief from Troubled Debt Restructurings 

• A financial institution may elect to suspend requirements under U.S. Generally Accepted 

Accounting Principles for loan modifications related to the coronavirus pandemic and 

suspend any such determination regarding loans modified as a result of the effects of the 

coronavirus.  



• Federal banking agencies and the NCUA must defer to a financial institution to make a 

suspension. Such election may begin on March 1, 2020 and last no later than 60 days 

after the lifting of the coronavirus national health emergency.  

 

Section 4014. Optional Temporary Relief from Current Expected Credit Losses 

• An insured depository institution (including a credit union), bank holding company, or 

any of its affiliates has the option to temporarily delay measuring credit losses on 

financial instruments under the new Current Expected Credit Losses methodology.  

• Such option to delay expires at the earlier of December 31, 2020, or the date on which the 

national emergency declaration related to coronavirus is terminated. 

 

Section 4016. Temporary Credit Union Provisions 

• Expanding Liquidity Temporarily enhances access to the Central Liquidity Facility 

(CLF), including for corporate credit unions, to meet liquidity needs. Increases resources 

available to meet liquidity needs through the Facility.  

• The amendments provided under this section sunset on December 31, 2020.  

 

Section 4021. Credit Protection During Covid-19 

• This section requires that furnishers to credit reporting agencies who agree to account 

forbearance, or agree to modified payments with respect to an obligation or account of a 

consumer that has been impacted by COVID-19, report such obligation or account as 

“current” or as the status reported prior to the accommodation during the period of 

accommodation unless the consumer becomes current.  

• This applies only to accounts for which the consumer has fulfilled requirements pursuant 

to the forbearance or modified payment agreement.  

• Such credit protection is available beginning January 31, 2020 and ends at the later of 

120 days after enactment or 120 days after the date the national emergency declaration 

related to the coronavirus is terminated.  

 

Section 4022. Foreclosure Moratorium and Consumer Right to Request Forbearance 

• Prohibits foreclosures on all federally backed mortgage loans for a 60-day period 

beginning on March 18, 2020.  

• Provides up to 180 days of forbearance for borrowers of a federally backed mortgage 

loan who have experienced a financial hardship related to the COVID-19 emergency. 

Applicable mortgages included those purchased by Fannie Mae and Freddie Mac, insured 

by HUD, VA, or USDA, or directly made by USDA.  

• The authority provided under this section terminates on the earlier of the termination date 

of the national emergency concerning the coronavirus or December 31, 2020.  

 

Section 4023. Forbearance of Residential Mortgage Loan Payments for Multifamily 

Properties with Federally Backed Loans 

• Provides up to 90 days of forbearance for multifamily borrowers with a federally backed 

multifamily mortgage loan who have experienced a financial hardship. Borrowers 

receiving forbearance may not evict or charge late fees to tenants for the duration of the 

forbearance period.  



• Applicable mortgages include loans to real property designed for 5 or more families that 

are purchased, insured, or assisted by Fannie Mae, Freddie Mac, or HUD. The authority 

provided under this section terminates on the earlier of the termination date of the 

national emergency concerning the coronavirus or December 31, 2020.  

 

Section 4024. Temporary Moratorium on Eviction Filings  

• For 120 days beginning on the date of enactment, landlords are prohibited from initiating 

legal action to recover possession of a rental unit or to charge fees, penalties, or other 

charges to the tenant related to such nonpayment of rent where the landlord’s mortgage 

on that property is insured, guaranteed, supplemented, protected, or assisted in any way 

by HUD, Fannie Mae, Freddie Mac, the rural housing voucher program, or the Violence 

Against Women Act of 1994. 

 

CARES Act Keeping Workers Paid  

Part of the CARES Act’s relief authorizes federally guaranteed loans to qualifying small and medium 

businesses, which are intended to help the businesses continue to provide their employees with payroll 

and allow them to retain their employees during the COVID-19 emergency. It is expected that the U.S. 

Department of Treasury and the SBA will release guidance in the coming weeks to provide further detail 

on the program. This guidance may make changes to the summary below.  

Section 1106. Loan Forgiveness 

How much is the loan forgiveness eligible for? 

• Equal to the amount spent by the borrower during an 8-week period after the origination 
date of the loan on payroll costs, interest payment on any mortgage incurred prior to 
February 15, 2020, payment of rent on any lease in force prior to February 15, 2020, and 
payment on any utility for which service began before February 15, 2020. 

• Amounts forgiven may not exceed the principal amount of the loan.  
• Eligible payroll costs do not include compensation above $100,000 in wages.  
• Forgiveness on a covered loan is equal to the sum of the following payroll costs incurred 

during the covered 8 week period compared to the previous year or time period, 
proportionate to maintaining employees and wages: Payroll costs plus any payment of 
interest on any covered mortgage obligation (which shall not include any prepayment of or 
payment of principal on a covered mortgage obligation) plus any payment on any covered 
rent obligation + and any covered utility payment. 

Will the amount forgiven be reduced? 

• The amount forgiven will be reduced proportionally by any reduction in employees 
retained compared to the prior year and reduced by the reduction in pay of any employee 
beyond 25 percent of their prior year compensation.  

• This also allows forgiveness for additional wages paid to tipped workers.  

 



What if I have already laid off employees? 

• To encourage employers to rehire any employees who have already been laid off due to the 
COVID-19 crisis, borrowers that re-hire workers previously laid off will not be penalized for 
having a reduced payroll at the beginning of the period.  

How do I verify? 

• Borrowers will verify through documentation to lenders their payments during the period.  
• Lenders that receive the required documentation will not be subject to an enforcement 

action or penalties by the Administrator relating to loan forgiveness for eligible uses.  

How does the Lender recoup the expected loan forgiveness amount? 

• Upon a lender’s report of an expected loan forgiveness amount for a loan or pool of loans, 
the SBA will purchase such amount of the loan from the lender.  

What else should I know? 

• The process will be very similar to the current process for obtaining a loan. Borrowers will 
need to apply through banks, credit unions and other lenders who are already approved to 
issue 7(a) loans. We will try to put together a list of which MD and DC lenders who are 
approved. 

• The loan money will be distributed using the existing framework of the Small Business 
Administration’s 7(a) program. The 7(a) program is a partnership between private financial 
lenders, which issue the loans, and the SBA, which guarantees them. 

• The main underwriting standards for eligibility will be proof of payroll costs, and will be 
significantly relaxed compared with 7(a) loans issued during typical times. More guidance 
on the underwriting standards should be forthcoming fairly soon. 

• The legislation temporarily raises the maximum 7(a) loan amount to $10 million from $5 
million and instructs lenders to determine the proper loan amount by using a formula that 
takes into account a business’s past payroll expenses. The bill also sets the maximum 
interest rate for these loans at 4% and allows borrowers to defer payments for six months 
to a year. 

• Canceled indebtedness resulting from this section will not be included in the borrower’s 
taxable income.  

• Any loan amounts not forgiven at the end of one year is carried forward as an ongoing loan 
with terms of a max of 10 years, at max 4% interest. The 100% loan guarantee remains 
intact. 
 
 

 


