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Federal Reserve Issues New Main Street Lending
Program FAQs Regarding Restrictions on
Underlying Credit Facilities for MSELF Loans; Co-
Borrower Requirements; Obtaining Information
About Core Rights Acts; and Requiring Disclosure
of LIBOR Reset Information when Selling Loan
Participations to the Main Street SPV

November 19, 2020
By: Michael C. Flynn

The Federal Reserve has issued amended FAQs for the for-profit and non-profit Main Street Lending Programs.
The FAQs address the following:

e Restrictions on underlying credit facilities for MSELF Upsize Tranches;

e Requiring MSELF Co-Borrowers to be Co-Borrowers on Underlying Credit Facilities;
e Obtaining Information From the Main Street SPV Regarding Core Rights Acts;

e Requiring Disclosure of Information about LIBOR Resets

The specific details of these amendments are:

e Restrictions on underlying credit facilities for MSELF Upsize Tranches: Clarified that Eligible Lenders and
Eligible Borrowers may not:

0 Reduce or restructure the underlying credit facility prior to the origination of the MSELF Upsized
Tranche in order to evade the requirement that collateral deemed sufficient by the bank prior to
April 24, 2020, be shared on a pari passu basis with the Main Street SPV. (For-Profit FAQs D.6,
footnote 3; Non-Profit FAQs D.6, footnote 3.)

0 Create a new term loan tranche in what was solely a revolving credit facility prior to April 24,
2020, in order to evade the requirement that collateral deemed sufficient by the bank prior to
April 24, 2020, be shared on a pari passu basis with the Main Street SPV. (For-Profit FAQs D.11,
footnote 5; Non-Profit FAQs D.11, footnote 5.)
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e Requiring MSELF Co-Borrowers to be Co-Borrowers on underlying credit facilities: Stated that for an
MSELF, all co-borrowers must be borrowers on the underlying credit facility being upsized. (For-Profit
FAQs H.25; Non-Profit FAQs H.25.)

e Obtaining information from the Main Street SPV regarding Core Rights Acts: Explained the process for
Eligible Lenders to obtain information from the Main Street Special Purpose Vehicle before undertaking
(or refraining from undertaking) any of the enumerated “Core Rights Acts” set forth in Eligible Lenders’
Participation Agreements with the Main Street SPV. An Eligible Lender may not undertake a Core Rights
Act without Main Street SPV approval. The Eligible Lender should complete the Eligible Lender Request
for Loan Modification or Waiver Form (Core Rights Request Form) and submit the form to the Main Street
SPV in accordance with its instructions. An Eligible Lender may also use the form in inquire as to whether
a particular act constitutes a Core Rights Act. (For-Profit FAQs J.8; Non-Profit FAQs J.8.)

e Requiring disclosure of information about LIBOR resets: Added a requirement that information about the
first date, second date and frequency of a LIBOR reset be included an Eligible Lender’s submission to the
Main Street Portal when submitting documentation for the sale of a Main Street Loan participation to the
Main Street SPV. (For-Profit FAQs L.9; Non-Profit FAQs L.9.)

The Amended For-Profit FAQs can be found here: MSNLF, MSPLF and MSELF (for-profit facilities) (PDF)

The Amended Non-Profit FAQs can be found here: MSNLF, MSPLF and MSELF (for-profit facilities) (PDF)

The Core Rights Request Form can be found here: Eligible Lender Request for Loan Modification or Waiver
Form

Buchalter’s Commercial Finance Group has organized its attorneys to create in-depth expertise in every
aspect and requirement of the MSLP. Buchalter’'s Commercial Finance Group is comprised of attorneys with
extensive transactional and regulatory expertise, and is one of the largest creditor focused practice on the
West Coast. Thus, our commercial finance attorneys are uniquely positioned to advise clients on the MSLP
and help structure and document any of the credit facilities that are offered under the program. Please feel
free to contact any of the attorneys in Buchalter’'s Commercial Finance Group if you have questions regarding
the MSLP or would like to discuss the various options and details under the program.

Michael C. Flynn Robert Gillison

@ Mortgage Banking Practice Co-Chair Commercial Finance, Practice Chair
(213) 891-5262 or (213) 891-5014
Y mflynn@buchalter.com rgillison@buchalter.com
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This communication is not intended to create or constitute, nor does it create or constitute, an attorney-client or any other legal
relationship. No statement in this communication constitutes legal advice nor should any communication herein be construed, relied
upon, or interpreted as legal advice. This communication is for general information purposes only regarding recent legal developments
of interest, and is not a substitute for legal counsel on any subject matter. No reader should act or refrain from acting on the basis of
any information included herein without seeking appropriate legal advice on the particular facts and circumstances affecting that
reader. For more information, visit www.buchalter.com.
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