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AICPA Recommends Federal Reserve
Create Short-Term Accounts Receivable
Lending for Small Business Relief
The American Institute of CPAs (AICPA) has called for the Federal Reserve to create
a federally backed, short-term accounts receivable lending facility that would allow
companies to pledge future receivables and, in return, receive immediate cash �ow.
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The AICPA’s proposal suggests 90- to 180-day lending arrangements with the federal
government.  (Read letter – PDF.)

Currently, there is no federally-backed vehicle to provide short-term lending
arrangements for liquidity issues that have resulted from a slow-down in payments
for accounts receivable. The creation of this facility, developed with the Treasury
Department, would be similar to other facilities that the Federal Reserve has unveiled
in previous weeks.

“Businesses of all sizes frequently turn to CPAs when making �nancial decisions. Our
members have shared that a growing number of their clients are currently unwilling
to take on risks, such as making large purchase commitments or investing in
inventory, because of uncertainty with their customers’ purchasing power,” said Carl
Peterson, CPA, AICPA Vice President, Small Firms. “Also, many businesses do not have
the cash to pay vendors and are asking for extensions of payment terms, leaving
those awaiting payment in a cash crunch. Until this uncertainty is substantially
lifted, we believe that there is an immediate and critical need to help the public and
private markets, including many smaller businesses.”

Jason Brodmerkel, CPA, AICPA Senior Manager, Accounting Standards, added,
“Accounts receivable at many businesses continue to grow as their customers hold
onto cash. Some businesses need additional assistance to fund their receivables
because of slow-paying customers. Providing liquidity for accounts receivable would
help encourage growth and investments in business.”

AICPA’s proposal would work as follows:

The Board of Governors of the Federal Reserve System, by the unanimous vote of its
�ve members and with the approval of the Secretary of the Treasury, would
authorize the establishment and operation of a short-term accounts receivable
lending facility under section 13(3) of the Federal Reserve Act (12 U.S.C. § 343(3)).
The Federal Reserve would commit to lend to a Special Purpose Vehicle (SPV) on a
recourse basis. The Department of Treasury would then make an equity
investment into the designated SPV by utilizing funds from Section 4003(b)(4) of
the CARES Act.
Businesses pledge their receivables, such as any relevant contracts, purchase
orders, and con�rmations from the secondary parties (customers of said
receivables).
Upon approval, the Federal Reserve would provide a reasonable discount rate of
the receivable/invoiced amount with no repayment due for six months. A monthly
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repayment plan would exist during months 7-12 from that point forward.
Additional loans to individual businesses for future receivables would be allowed,
with the entire facility remaining open for one year to include receivable
payments.
The AICPA further recommends for this facility to be available for renewal at the
Federal Reserve’s discretion, to allow for up to a 12- to 18-month application
window.
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