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Case Studies and Policy Changes 
 

US Begins Airline and Aviation Interventions 
By Alex Nye, Vaasavi Unnava, and Rosalind Wiggins 
 

Original post here. 

On April 20, the U.S. Treasury Department announced that it had finalized agreements with six 
major airlines—Allegiant Air, American Airlines, Delta Air Lines, Southwest Airlines, Spirit 
Airlines, and United Airlines—for $20.5 billion in assistance under the Payroll Support Program 
(PSP) established by the CARES Act. It said five other airlines plan to participate, which would 
bring participation to 95% of U.S. air carrier capacity.  

Four airlines—Hawaiian Airlines, United Airlines,  American Airlines, and Spirit Airlines—have 
also announced their intent to apply for $10.4 billion under the Economic Relief Program 
(ERP). The government has disbursed an additional $9.1 billion in aid to aviation-related 
industries through other programs, which like the ERP, are authorized under the CARES Act.. 

Under the PSP, Treasury will provide grants and loans to support payroll for the carriers’ 
employees as the COVID-19 pandemic continues to depress demand. The PSP makes up to $25 
billion available for passenger carriers in grants and loans. The ERP makes up to $29 billion 
available in loans and loan guarantees.  

Presently, the CARES Act is one of the only broad-based grant and loan programs for airlines 
that governments have established during the current COVID-19 crisis. (See the earlier YPFS 
blog on the CARES Act here and our blog on aid to airlines around the world here). 

The government has standardized its approach in providing aid to larger carriers. Treasury has 
decided to allocate 70% of funds through grants and 30% through low-interest, 10-year loans. 
This ratio was hotly negotiated, as airlines had expected that the support would exclusively come 
as grants. However, Treasury determined that larger airlines should compensate taxpayers for 
the large sums allocated.  

The table below shows the terms of the PSP awards announced publicly or filed through the 
SEC, including announced expected agreements with the Treasury by Alaska Airlines, Hawaiian 
Airlines, and JetBlue Airways. Note that data are not yet available for Frontier Airlines and 
SkyWest Airlines, the two other airlines that Treasury expects to participate.  

Airlines must use PSP funds exclusively to pay employee wages, salaries, and benefits. They 
must also agree not to conduct involuntary layoffs or furloughs, or reduce pay rates and benefits 
through September 2020; to not engage in stock buybacks or dividend payments through 
September 2021; and to limit certain executive compensation through March 2022. The 
government will not forgive PSP loans, which mature in ten years, but which may be prepaid 
without penalty at any time. 

The CARES Act provides that the government “may receive warrants, options, preferred stock, 
debt securities, notes, or other financial instruments” from the airlines in exchange for PSP 
support. The Treasury has decided it will only take equity interests in airlines that receive more 
than $100 million in PSP aid. So far, the government has taken those equity interests in the  

https://som.yale.edu/blog/us-begins-airline-and-aviation-interventions
https://home.treasury.gov/news/press-releases/treasury-finalizes-agreements-with-major-airlines-disburses-initial-payroll-support-program-payments
https://home.treasury.gov/system/files/136/Guidelines%20and%20Procedures%20for%20Payroll%20Support%20to%20Air%20Carriers%20and%20Contractors.pdf
https://home.treasury.gov/system/files/136/Guidelines%20and%20Procedures%20for%20Payroll%20Support%20to%20Air%20Carriers%20and%20Contractors.pdf
https://som.yale.edu/blog/us-provides-aid-to-airlines-in-historic-relief-bill?blog=111690
https://som.yale.edu/blog/aviation-interventions-continue-internationally
https://www.nytimes.com/2020/04/14/business/coronavirus-airlines-bailout-treasury-department.html
https://www.wsj.com/articles/treasury-airlines-reach-agreement-on-aid-11586898079
https://www.wsj.com/articles/treasury-airlines-reach-agreement-on-aid-11586898079
https://www.washingtonpost.com/health/airlines-and-trump-administration-haggle-over-payroll-grants/2020/04/10/416f26b4-7b8f-11ea-a311-adb1344719a9_story.html
https://home.treasury.gov/news/press-releases/sm973
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Assistance under the CARES Act Payroll Support Program 

Airline 

 

Grants 

(in 
millions) 

 

Loans 

(in 
millions) 

 
Warrants 

 
Related 
Link Amount 

 
Principal 

 
# Shares 

Price per 
Share Preferred/Common 

 
Alaska Airlines*** $725 

 
$267 

 
-- $31.61 Common 

 
Form 8-K 

Allegiant Air $86 
 
$21.6 

 
25,898 $83.33 Common 

 
Form 8-K 

American 
Airlines** $5,815 

 
$1,714 

 
13.7 million  $12.51 Common 

 
Form 8-K 

Delta Airlines $3,800 
 
$1,600 

 
6.4 million $24.39 Common 

 
Form 8-K 

Hawaiian 
Airlines**,*** $233 

 
$57 

 
~ 1% $11.82 Common 

 
Form 8-K 

JetBlue 
Airways*** $685.1 

 
$250.7 

 
-- -- -- 

 

Press 
Release* 

United Airlines** $3,500 
 
$1,500 

 
4.6 million $31.50 Common 

 
Form 8-K 

Southwest 
Airlines*** ~$2,300 

 
~$1,000 

 
2.6 million -- -- 

 

Press 
Release*  

Spirit Airlines** $264.3 
 
$70.4 

 
143,541 $14.08 Common 

 
Form 8-K 

Note: Amounts shown indicate the maximums agreed to by Treasury and carrier  

(--) indicates data is not available. 

(*) 8-K not yet available 

(**) Airline has announced intent to apply or has applied (Hawaiian) for aid under ERP 

(***) Airline has announced details but has not signed an agreement with Treasury 

 

form of warrants exercisable for common shares at their April 9, 2020 prices, at any point over a 
five-year period.  

On April 20, the Treasury announced that it had released initial disbursements under the PSP, 
totalling $2.9 billion, to two major airlines and 54 smaller ones. Over 230 airlines have applied 
for assistance under the PSP, and Treasury is still processing applications. If applications exceed 
the amount authorized for any category of eligible participants, the Treasury has stated that it 
may adjust award amounts and related components on a pro rata basis. 

 

https://www.sec.gov/ix?doc=/Archives/edgar/data/766421/000076642120000034/alk-20200414.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1362468/000136246820000017/algt202004218k.htm
https://www.marketwatch.com/investing/Stock/aal/SecFilings?subview=secarticle&sid=13830456&guid=14085949&type=8
https://www.sec.gov/ix?doc=/Archives/edgar/data/27904/000168316820001200/delta_i8k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1172222/000117222220000034/hhi-form8xkcaresactupd.htm
http://blueir.investproductions.com/investor-relations/press-releases/2020/04-14-2020-232947996
http://blueir.investproductions.com/investor-relations/press-releases/2020/04-14-2020-232947996
https://www.sec.gov/ix?doc=/Archives/edgar/data/100517/000010051720000022/ual0420208k.htm
https://www.prnewswire.com/news-releases/southwest-airlines-reaches-agreement-in-principle-on-the-payroll-support-program-under-the-cares-act-301040563.html
https://www.prnewswire.com/news-releases/southwest-airlines-reaches-agreement-in-principle-on-the-payroll-support-program-under-the-cares-act-301040563.html
https://www.sec.gov/ix?doc=/Archives/edgar/data/1498710/000149871020000127/a8-k0422c.htm
https://home.treasury.gov/news/press-releases/treasury-finalizes-agreements-with-major-airlines-disburses-initial-payroll-support-program-payments
https://home.treasury.gov/news/press-releases/treasury-finalizes-agreements-with-major-airlines-disburses-initial-payroll-support-program-payments
https://home.treasury.gov/system/files/136/Guidelines%20and%20Procedures%20for%20Payroll%20Support%20to%20Air%20Carriers%20and%20Contractors.pdf
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Economic Relief Program 

Four airlines have said they intend to participate in the ERP. Treasury has accepted the 
application of one airline, Hawaiian Airlines; Treasury has yet to reach an agreement with two 
others, United Airlines, American Airlines, and Spirit Airlines.  

Loans under the ERP are secured, would bear interest at the market rate before the COVID-19 
outbreak, and would be for a five-year term. ERP participants must establish that they have 
exhausted other available credit. They must also agree to not engage in stock buybacks or pay 
dividends until 12 months after they pay off the loan; maintain workforce levels at 90% of their 
March 2020 levels until September 30, 2020; adhere to government restrictions on executive 
compensation; and maintain certain specified services. The ERP also mandates that Treasury 
receive warrants from participants whose stock trades on a national exchange (an optional 
stipulation under the PSP). For other participants, receipt of an equity interest in the form of a 
warrant or a senior debt instrument is at the secretary’s discretion.  

Hawaiian Airlines applied for and received a secured loan of $364 million with a five-year term. 
Once finalized, the airline will issue warrants to the U.S. government that are convertible into 
6.7% ownership and exercisable at the price of $11.82 per share. United Airlines announced its 
plans to apply for a secured loan of up to $4.5 billion, and it would issue warrants for up to 14.2 
million shares in common stock, exercisable at $31.50 per share. American Airlines is seeking 
$4.75 billion, and plans to issue warrants for 38.0 million shares of common stock, exercisable 
at $12.51 per share. Spirit Airline expects to receive $741 million under the ERP and to issue 
warrants exercisable into 5.3 million shares at a strike price of $14.08.  Each warrant agreement 
prices shares at market close as of April 9, 2020.   

In line with requirements to exhaust all other sources of funding, two airlines, Alaska Airlines 
and United Airlines, have secured external funding from major banks. Wells Fargo lent Alaska 
Airlines $425 million via a senior secured loan with an interest rate based on LIBOR plus an 
increasing margin over the duration of the loan. The loan extends for 364 days. Similarly, Bank 
of American has lent United Airlines $250 million, with an interest rate no lower than 2% that 
increases over the duration of the loan, to be extended through April 6, 2021. Through Citibank, 
Spirit Airlines entered into a revolving credit facility for an initial commitment amount of $110 
million, and borrowed an additional $25 million on April 20th.  

Other Assistance 

In addition to aid to airlines, the CARES Act allocates $17 billion for aid to Boeing (although not 
explicitly named), the largest national defense contractor and aircraft supplier. Manufacturers 
are feeling the reverberations of depressed demand, with cancelled orders for major suppliers 
and cuts in production, leaving many manufacturers requesting aid from governments around 
the world. The chart below visualizes the global connections between the top suppliers and the 
largest airlines, and the number of airlines they supply. 

Still under negotiation with the Treasury, a potential aid package for Boeing has hit a roadblock 
as CEO Dave Calhoun opposed providing the US government an equity stake in exchange for 
aid. It’s unclear whether negotiations will resume or conclude in the near future.  

The US’s CARES Act also suspends an array of airline excise taxes through the end of 2020. 
Although the tax relief is estimated to amount to $8 billion in aid, it is dwarfed by the other aid  

https://home.treasury.gov/system/files/136/Procedures%20and%20Minimum%20Requirements%20for%20Loans.pdf
https://www.sec.gov/ix?doc=/Archives/edgar/data/1172222/000117222220000034/hhi-form8xkcaresactupd.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/100517/000010051720000022/ual0420208k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/4515/000000620120000059/a8k041420caresactterms.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1498710/000149871020000127/a8-k0422c.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/766421/000076642120000029/alk-20200325.htm
https://www.sec.gov/Archives/edgar/data/100517/000119312520105262/d916715dex101.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1498710/000149871020000127/a8-k0422c.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1498710/000149871020000127/a8-k0422c.htm
https://www.washingtonpost.com/business/2020/03/25/boeing-bailout-coronavirus/
https://www.forbes.com/sites/jeremybogaisky/2020/04/14/boeing-backlog-shrinks-by-300-planes-as-more-737-max-orders-cancelled/#6806ee671c7c
https://www.ft.com/content/21c7b4c3-6564-492d-9904-989219898cd5
https://www.foxbusiness.com/markets/boeing-ceo-government-aid-equity-coronavirus?mod=article_inline
https://www.everycrsreport.com/files/20200402_R46301_0645bfd3c9043205bf29dd418e8292b9a119d609.pdf
https://taxfoundation.org/cares-act-senate-coronavirus-bill-economic-relief-plan/
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Source: SNL. Node size is weighted by the number of connections to other nodes. 

 

given to the industry under the CARES Act. Private jet companies are expected to be the greatest 
beneficiaries of the suspension in excise tax. 

Finally, Title XII of the CARES Act provides the Federal Aviation Administration (FAA) $10 
billion in aid to be awarded as grants as economic relief to commercial service airports and 
general aviation airports.  All airports receiving funding through the FAA must maintain, 
through December 2020, at least 90% of the individuals employed as of March 27. As of April 
15, the FAA has awarded $9.1 billion to over 3,000 airports across the United States. 

https://www.cnbc.com/2020/03/29/private-jet-companies-could-get-billions-in-aid-from-coronavirus-bailout.html
https://www.faa.gov/airports/cares_act/media/cares-act-airport-grant-amounts.xlsx

