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US GDP 4.8% Q1 Contraction – Q2 data will make this 
look small.
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6 week unemployment claims hit 30 million.
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Unprecedented shock to the labor force with real pain 
and suffering.
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Fed Chairman Jerome Powell’s 4/29 Press Conference

• “All of us are affected, but the burdens are falling most heavily on those least able to 
carry them. It is worth remembering that the measures we are taking to contain the 
virus represent an investment in our individual and collective health. As a society, we 
should do everything we can to provide relief to those who are suffering for the 
public good.”

• “The effects on the economy are severe. Millions of workers are losing their jobs.”

• “Household spending has plummeted as people stay home, and measures of 
consumer sentiment have fallen precipitously. Hotels, airlines, restaurants, 
department stores and other retailers have been particularly hard-hit.”

• “Manufacturing output fell sharply in March and is likely to drop even more rapidly 
this month as many factories have temporarily closed.”

• “Overall, economic activity will likely drop at an unprecedented rate in the second 
quarter.”
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Fed Preserving the Flow of Credit

• “Without access to credit, families can be forced to cut back on necessities and could 
lose their homes. Businesses can be forced to downsize or close, resulting in further 
losses of jobs and incomes and worsening the downturn. Preserving the flow of 
credit is thus essential for mitigating the damage to the economy and 
setting the stage for the recovery.”

• “We are also undertaking programs to provide stability to the financial system and to 
more directly support the flow of credit in the economy for households, for 
businesses of all sizes, and for state and local governments. These programs benefit 
the economy by providing financing where it is not otherwise available. In addition, 
by serving as a backstop to key credit markets, the programs can improve market 
functioning by increasing the willingness of private lenders to extend credit.”

• “We will continue to use these powers forcefully, proactively and aggressively until 
we're confident that we are solidly on the road to recovery.”
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Trust in the future and credit enable modern economy.
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Yuval Noah Harari, Sapiens: A Brief History of Humankind (New York: HarperCollins Publishers, 2015), 309.

The Entrepreneur’s Dilemma      The Magic Circle of the Modern Economy



The Economic History of the World in a Nutshell
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Lending vs. Spending

• “I would stress that these are lending powers and not spending powers. The Fed 
cannot grant money to particular beneficiaries. We can only make loans to 
solvent entities that the—with the expectation that the loans will be repaid.”

• “The Federal Reserve Act . . . does require that we be secured to our satisfaction 
and we can't lend it to insolvent companies. It's clear these are lending powers, 
and we are ultimately bound to implement the laws that Congress gives us. We 
do not make grants. We can't make grants.”

• “Many borrowers will benefit from our programs, as will the overall economy, but 
for many others, getting a loan that may be difficult to repay may not be the 
answer. In these cases, direct fiscal support may be needed.”
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Credit, Capitalism & Science

• “And I would point to a couple of risks to the outlook that we were thinking of. 
First is just the virus. How long will it take to get it under control? Will there be 
additional outbreaks, will there be drugs that can either treat it or a vaccine of 
some kind? So all of that is very much shrouded in uncertainty.”

• “The second issue, and this is a very substantial one, is just the possibility of 
damage to the productive capacity of the economy through a couple of 
channels.”

• “You know, these thousands of great medium- and small-size businesses that we 
have all over the country, they're worth so much more to the economy than the 
sum of their net assets, they contain, you know, they're job creators. They are 
really important.”
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Scientific collaboration & public-private partnerships
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Main Street Lending Program 4/30 Announcement
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FACILITIES

The Main Street Lending Program consists of the following three facilities:

• New Loan Facility

• Expanded Loan Facility

• Priority Loan Facility
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ELIGIBLE BORROWER

• If the borrower is a business (i.e., a for profit entity or a tribal business concern) that, among 
other things:

1. was established prior to March 13, 2020;

2. is not an Ineligible Business (applying SBA rules);

3. meets at least one of the following two conditions:

1. Has 15,000 employees or fewer; or

2. Had 2019 annual revenues of $5 billion or less;

4. is created or organized in the US or under laws of US with significant operations in and a 
majority of its employees based in the US; and

5. has not received specific support pursuant to the Coronavirus Economic Stabilization Act 
of 2020 (but may have received PPP loans).

• Borrower must have been in sound financial condition prior to the onset of the COVID-19 
pandemic.
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EMPLOYEE, AFFILIATION AND REVENUE 
REQUIREMENTS

• Employee Count - To determine number of employees, borrowers will need to count 
their own employees as well as employees of affiliates. 

1. Average of the total number of persons employed by the borrower and its affiliates for 
pay period over the 12 months prior to the origination or upsizing of the 
applicable loan.

2. Employees include all full-time, part-time, seasonal, or otherwise employed persons 
(excluding volunteers and independent contractors).

• Affiliation – Compliance with affiliation rules set forth in federal regulations is  
required to determine borrower eligibility.

• Revenue – One of the following methods may be used to calculate 2019 annual 
revenues of borrower and its affiliates:

1. Annual “revenue” per borrower’s 2019 GAAP-based audited financial statements; or

2. Annual receipts for the fiscal year 2019, as reported to the IRS, or in reliance on most 
recent audited financial statements or tax returns if 2019 statements or returns are not 
available. Receipts has the same meaning used by the SBA in 13 CFR 121.104(a).
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ELIGIBLE LENDERS

• Eligible Lender means any of the following:

1. US federally insured depository institutions (including banks, savings associations, or 
credit unions), 

2. US branch or agency of a foreign bank, 

3. US bank holding company,

4. US savings and loan holding company

5. US intermediate holding company of a foreign banking organization, or 

6. US subsidiary of any of the foregoing.

• Eligible Lenders may originate new Main Street loans or use Main Street 
loans to increase size of existing loans to eligible businesses.

• Lenders may apply their own underwriting standards in evaluating an 
eligible borrower’s eligibility for a Main Street loan.

19



NEW LOAN FACILITY

• Originated on or after April 24, 2020.

• Minimum term loan size is $500,000.

• Maximum term loan size is the lesser of (i) $25 million or (ii) an amount that, 
when added to the borrower’s existing outstanding and undrawn available debt, 
does not exceed four times the borrower’s adjusted 2019 earnings before 
interest, taxes, depreciation, and amortization (“EBITDA”).

• Loans may be secured or unsecured.

• At time of origination or at any during term of the loan, must not be 
contractually subordinated in terms of priority to any of the borrower’s other 
unsecured loans or debt instruments.
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EXPANDED LOAN FACILITY

• Existing term loan or revolving credit facility originated on or before April 24, 2020, 
and has a remaining maturity of at least 18 months.

• Minimum term loan size is $10 million.

• Maximum loan size is the lesser of (i) $200 million, (ii) 35% of the borrower’s existing 
outstanding and undrawn available debt that is pari passu in priority with the eligible 
loan and equivalent in secured status (i.e., secured or unsecured), or (iii) an amount 
that, when added to the borrower’s existing outstanding and undrawn available debt, 
does not exceed six times the borrower’s adjusted 2019 EBITDA. 

• Loans may be secured (on a pro rata basis) or unsecured. Lenders may require 
additional collateral to secure the upsized tranche as a condition of approval.

• At the time of upsizing and at all times the upsized tranche is outstanding, it must be 
senior to or pari passu with, in terms of payment priority and lien priority, the 
borrower’s other loans or debt instruments (other than mortgage debt).
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PRIORITY LOAN FACILITY

• Originated after April 24, 2020.

• Minimum term loan size is $500,000.

• Maximum loan size is the lesser of (i) $25 million, or (ii) an amount that, when 
added to the borrower’s existing outstanding and undrawn available debt, does 
not exceed six times the borrower’s adjusted 2019 EBITDA.

• Loans may be secured or unsecured.

• At all times the loan is outstanding, the loan must be senior to or pari passu 
with, in terms of payment priority and lien priority, the borrower’s other loans or 
debt instruments (other than mortgage debt).

• Borrowers may, at time of origination of loan, refinance existing debt owed to a 
lender that is not an eligible lender.
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EBITDA

• EBITDA is key underwriting metric, not an asset-based test, though this is under 
review by the Federal Reserve and the Department of Treasury.

• Lenders may calculate adjusted 2019 EBITDA in a manner consistent with 
previous adjusted EBITDA calculations for the same borrower, or in a manner 
consistent with adjusted EBITDA calculations for similarly situated borrowers, in 
each case, applicable prior to April 24, 2020.
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MAXIMUM LOAN AMOUNT CALCULATION

In calculating the maximum loan size, “existing outstanding and undrawn available 
debt” includes:

1. all amounts borrowed under any loan facility, including unsecured or secured loans 
from any bank, non-bank financial institution, or private lender,

2. any publicly issued bonds, 

3. private placement facilities, and 

4. all unused commitments under any loan facility (with certain exceptions)
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LOAN TERMS APPLICABLE TO ALL FACILITIES

• Four year maturity.

• Interest rates will equal LIBOR (1 or 3 month) plus 300 basis points.

• Principal and interest payments to be deferred for one year (unpaid interest for 
the first year to be capitalized).

• Prepayment of loans is permitted without penalty.
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AMORTIZATION

• New Loan Facility – 1/3rd at the end of each year commencing with the second 
year.

• Expanded Loan Facility – 15% at the end of the second year, 15% at the end of 
the third year, and 70% at the end of the fourth year.

• Priority Loan Facility - 15% at the end of the second year, 15% at the end of 
the third year, and 70% at the end of the fourth year.
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BORROWER PARTICIPATION

• Borrowers may participate in one of the three Main Street lending facilities 
even if Borrowers have received a loan under the Paycheck Protection Program.

• Borrower may only participate in one of the following facilities:

1. New Loan Facility;

2. Expanded Loan Facility; or

3. Priority Loan Facility.

• If a borrower participates in the Primary Market Corporate Credit Facility, it may 
not participate in any of the facilities under the Main Street Lending Program.
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LENDER ATTESTATIONS

Lenders will be required to make the following attestations:

• Lender will not request that borrower repay principal of the debt extended by such 
lender to the borrower, or pay interest on such outstanding obligations, until the 
eligible loan is repaid in full, unless the debt or interest payment is mandatory and 
due, or in the case of an event of default and acceleration.

• Lender will not cancel or reduce any existing committed lines of credit outstanding to 
the borrower, except upon the occurrence of an event of default.

• Lender will certify as to the methodology of calculation of adjusted 2019 EBITDA for 
the applicable leverage condition.

• No member of Congress, head of an Executive Department, the President, Vice 
President, or family members of any of these individuals, has a controlling interest in 
the lender (Section 4019(b) of the CARES Act) (“Conflict of Interest Prohibitions”).  
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BORROWER ATTESTATIONS

The borrower is required to make certain attestations, including:

• It will make commercially reasonable efforts to maintain its payroll.

• It will not use loan proceeds to repay other loan balances. 

• It will not cancel or reduce any of its committed lines of credit.

• It has a reasonable basis that it has the ability to meet its financial obligations 
for at least 90 days after date of loan and does not expect to file for bankruptcy 
during that time period.
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RESTRICTIONS 

• Borrowers shall use commercially reasonable efforts to maintain payroll and 
retain employees during the time the applicable loan is outstanding.

• During the term of the loan (and a year after) under any Main Street Lending 
Program, borrowers generally cannot do the following:

1. Stock buybacks

2. Dividends and capital distributions, except an S-corp or other tax pass-
through entity that is an eligible borrower may make distributions to the 
extent reasonably required to cover its owners’ tax obligations in 
respect of the entity’s earnings.

3. Executive bonuses
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PARTICIPATION, FEES AND TERMINATION

• A Federal Reserve Bank SPV will purchase 95% participations in Main Street Loans 
under the New Loan Facility and the Expanded Loan Facility, with lenders retaining 
5%.

• A Federal Reserve Bank SPV will purchase 85% participations in Main Street Loans 
under the Priority Loan Facility, with lenders retaining 15%.

• Prohibition on assignment of the loans by the originating lender until the SPV sells its 
entire participation interest. With respect to any loans under the Expanded Loan 
Facility, prohibition on assignments of the loans is the earlier of the underlying 
eligible loan maturing or the SPV selling its entire participation interest.

• Fees:
– Transaction Fees 

– Loan Origination and Servicing Fees 

• Facility Termination – September 30, 2020.
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LOAN CLASSIFICATION AND ASSESSMENT OF 
FINANCIAL CONDITION

• Loan Classification – If Borrower had other loans outstanding with the eligible 
lender as of December 31, 2019, such loans must have an internal risk rating 
equivalent to a “pass” in the Federal Financial Institutions Examination Council’s 
supervisory rating system.

• Assessment of Financial Condition – Lenders to conduct an assessment of each 
potential borrower’s financial condition at the time of such borrower’s 
application.

• Underwriting – Lenders to conduct their own underwriting. A borrower may be 
eligible to borrow but still not receive a loan.
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QUESTIONS & ANSWERS

Please submit your questions to the host via the WebEx question portal. All
questions will be forward to the presenters. Any questions that are not answered
during the program can be emailed directly to the presenters.
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