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Federal Reserve Announces up to $2.3 Trillion 
in New Lending Programs in Support of Economy 

 

I.  Background 
 
 On Thursday, April 9, 2020, the Federal Reserve announced that it is taking additional actions to provide 
up to $2.3 trillion in loans to support the economy through the lending programs outlined below.1 The Federal 
Reserve is accepting comments until April 16, 2020, which may be sent through the feedback form that can be 
accessed here. 

 
II.  Overview of Federal Reserve Lending Facilities 
 

The actions that the Federal Reserve is taking to support employers of all sizes and communities across the 
country includes the following lending facilities: 

 
 Term Asset-Backed Securities Loan Facility (TALF):  The Federal Reserve will broaden the 

range of assets that are eligible collateral for TALF. TALF-eligible collateral now will include 
the triple-A rated tranches of both outstanding commercial mortgage-backed securities and 
newly-issued collateralized loan obligations. The size of the facility will remain $100 billion, 
and TALF will continue to support the issuance of asset-backed securities that fund a wide 
range of lending, including student loans, auto loans, and credit card loans. The Federal 
Reserve’s Term Sheet relating to the updated TALF is attached as Annex A to this 
memorandum. 

 Primary Market Corporate Credit Facility (PMCCF), Secondary Market Corporate Credit 
Facility (SMCCF) and TALF:  To increase the flow of credit to households and businesses 
through capital markets, the Federal Reserve also will expand the size and scope of the PMCCF, 
SMCCF, and the TALF. These three programs now will support up to $850 billion in credit 
backed by $85 billion in credit protection provided by the Department of Treasury. The 
PMCCF and SMCCF, in particular, may purchase debt of an issuer that was rated at least BBB-
/Baa3 as of March 22, 2020, but subsequently downgraded, provided such issuer is rated at 
least BB-/Ba3 when the debt is purchased. The Federal Reserve’s Term Sheets relating to the 
PMCCF and the SMCCF are attached as Annexes B and C, respectively, to this memorandum. 

 Main Street New Loan Facility (MSNLF) and Main Street Expanded Loan Facility (MSELF):  
Through the Main Street Lending Program, comprised of the MSNLF (applicable new loans 
made to eligible borrowers) and the MSELF (applicable to additional loans made to existing 
eligible borrowers), the Federal Reserve will purchase up to $600 billion of loans made by 
eligible lenders to small and medium-sized businesses that were in good financial standing 
before the crisis. Eligible loans will be four-year loans to companies employing up to 10,000 
workers or with revenues of less than $2.5 billion. Principal and interest payments will be 
deferred for one year. Eligible banks may originate new Main Street loans or use Main Street 
loans to increase the size of existing loans to businesses. Banks will retain a 5% share, selling 
the remaining 95% to the Main Street facility, which will purchase up to $600 billion of eligible 
loans. Borrowers seeking Main Street loans must commit to make reasonable efforts to 

                                                 
1 The Federal Reserve press release announcing the programs can be found here. 
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maintain payroll and retain workers, not use the proceeds from such loans to repay or refinance 
other pre-existing loan balances, and refrain from repaying other debt of equal or lower priority, 
except for mandatory principal payments, unless the Main Street loans are first repaid in full. 
Borrowers also must follow compensation, stock repurchase, and dividend restrictions that 
apply to direct loan programs under the Coronavirus Aid, Relief, and Economic Security 
(CARES) Act. Borrowers that have taken advantage of the Small Business Administration’s 
Paycheck Protection Program (PPP) also may take out Main Street loans. The Federal 
Reserve’s Term Sheets relating to the MSNLF and the MSELF are attached as Annexes D and 
E, respectively, to this memorandum. 

 Paycheck Protection Program Lending Facility (PPPLF):  To facilitate lending to small 
businesses under the PPP, the Federal Reserve will lend to “eligible borrowers” (all depository 
institutions that originate loans under the PPP) through term financing, taking the PPP loans as 
collateral at face value. The Federal Reserve’s Term Sheet relating to the PPPLF is attached as 
Annex F to this memorandum. 

 Municipal Liquidity Facility:  The Federal Reserve will establish a Municipal Liquidity Facility 
to help state and local governments manage cash flow stresses caused by the pandemic. The 
facility will be used to purchase up to $500 billion of short-term notes directly from U.S. states 
(including the District of Columbia), U.S. counties with a population of at least two million 
residents, and U.S. cities with a population of at least one million residents. Eligible state-level 
issuers may use the proceeds to support additional counties and cities. The Department of 
Treasury will provide $35 billion of credit protection to the Federal Reserve for the Municipal 
Liquidity Facility using funds appropriated by the CARES Act. The Federal Reserve’s Term 
Sheet relating to the Municipal Liquidity Facility is attached as Annex G to this memorandum. 

 
*           *           * 

 
 If you have any questions about the issues addressed in this memorandum, please do not hesitate to call or 
email authors Geoffrey E. Liebmann at 212.701.3313 or gliebmann@cahill.com; John Papachristos at  
212.701.3691 or jpapachristos@cahill.com; Richard Pan at 212.701.3654 or rpan@cahill.com; or Paul Rafla at 
212.701.3388 or prafla@cahill.com; or email publications@cahill.com.  

This memorandum is for general information purposes only and is not intended to advertise our services, solicit clients or represent our legal advice. 
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Term Asset-Backed Securities Loan Facility 

Effective April 9, 20201 

Facility:  The TALF is a credit facility authorized under section 13(3) of the Federal Reserve Act intended to 
help meet the credit needs of consumers and businesses by facilitating the issuance of asset-backed 
securities (“ABS”) and improving the market conditions for ABS more generally.  The TALF will serve as a 
funding backstop to facilitate the issuance of eligible ABS on or after March 23, 2020.   

Under the TALF, the Federal Reserve Bank of New York (“Reserve Bank”) will commit to lend to a special 
purpose vehicle (“SPV”) on a recourse basis.  The Department of the Treasury will make an equity investment 
of $10 billion in the SPV, as described below. 

The TALF SPV initially will make up to $100 billion of loans available.  The loans will have a term of three 
years; will be nonrecourse to the borrower; and will be fully secured by eligible ABS.   

Eligible Borrowers:  All U.S. companies that own eligible collateral and maintain an account relationship with 
a primary dealer are eligible to borrow under the TALF.  For the purpose of this document, a U.S. company is 
defined as a business that is created or organized in the United States or under the laws of the United States 
and that has significant operations in and a majority of its employees based in the United States. 

Eligible Collateral:  Eligible collateral includes U.S. dollar denominated cash (that is, not synthetic) ABS that 
have a credit rating in the highest long-term or, in the case of non-mortgage backed ABS, the highest short-
term investment-grade rating category from at least two eligible nationally recognized statistical rating 
organizations (“NRSROs”) and do not have a credit rating below the highest investment-grade rating category 
from an eligible NRSRO.  All or substantially all of the credit exposures underlying eligible ABS must have 
been originated by a U.S. company, and the issuer of eligible collateral must be a U.S. company.  With the 
exception of commercial mortgage-backed securities (“CMBS”), eligible ABS must be issued on or after March 
23, 2020.  CMBS issued on or after March 23, 2020, will not be eligible.  For CMBS, the underlying credit 
exposures must be to real property located in the United States or one of its territories. 

Eligible collateral must be ABS where the underlying credit exposures are one of the following: 

1) Auto loans and leases; 
2) Student loans;  
3) Credit card receivables (both consumer and corporate);  
4) Equipment loans and leases;  
5) Floorplan loans;  
6) Insurance premium finance loans;  
7) Certain small business loans that are guaranteed by the Small Business Administration;  
8) Leveraged loans; or  
9) Commercial mortgages.2 

Eligible collateral will not include ABS that bear interest payments that step up or step down to 
predetermined levels on specific dates.  In addition, the underlying credit exposures of eligible collateral must 
not include exposures that are themselves cash ABS or synthetic ABS. 

                                                            
1  The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 
adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 
Board’s website. 
2  The detailed terms and conditions will further define the eligible underlying credit exposures for purposes 
of the TALF.  The definitions are expected to be broadly consistent with the defined terms used for purposes 
of the TALF established in 2008.   
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To be eligible collateral, all or substantially all of the underlying credit exposures must be newly issued, 

except for legacy CMBS. 

The feasibility of adding other asset classes to the facility or expanding the scope of existing asset classes will 

be considered in the future. 

Conflicts of interest:  Eligible borrowers and issuers of eligible collateral will be subject to the conflicts of 

interest requirements of section 4019 of the CARES Act.

Restriction on single-asset single-borrower (“SASB”) CMBS and commercial real estate collateralized loan 

obligations (“CRE CLOs”):  SASB CMBS and CRE CLOs will not be eligible collateral.

Restrictions on CLO loan substitution:  Only static CLOs will be eligible collateral. 

Collateral Valuation:  Haircut schedule is below.  The haircut schedule is consistent with the haircut 

scheduled used for the TALF established in 2008.

Pricing:  For CLOs, the interest rate will be 150 basis points over the 30-day average secured overnight 

financing rate (“SOFR”).  For SBA Pool Certificates (7(a) loans), the interest rate will be the top of the federal 

funds target range plus 75 basis points.  For SBA Development Company Participation Certificates (504 loans), 

the interest rate will be 75 basis points over the 3-year fed funds overnight index swap (“OIS”) rate. 

For all other eligible ABS with underlying credit exposures that do not have a government guarantee, the 

interest rate will be 125 basis points over the 2-year OIS rate for securities with a weighted average life less 

than two years, or 125 basis points over the 3-year OIS rate for securities with a weighted average life of two 

years or greater.  The pricing for other eligible ABS will be set forth in the detailed terms and conditions. 

Fees:  The SPV will assess an administrative fee equal to 10 basis points of the loan amount on the settlement 

date for collateral. 

Maturity:  Each loan provided under this facility will have a maturity of three years.

Investment by the Department of the Treasury:  The Department of the Treasury, using the Exchange 

Stabilization Fund, will make an equity investment of $10 billion in the SPV.  

Non-Recourse:  Loans made under the TALF are made without recourse to the borrower, provided the 

requirements of the TALF are met. 

Prepayment:  Loans made under the TALF will be pre-payable in whole or in part at the option of the 

borrower, but substitution of collateral during the term of the loan generally will not be allowed. 

Program Termination:  No new credit extensions will be made after September 30, 2020, unless the TALF is 

extended by the Board of Governors of the Federal Reserve System and the Department of the Treasury. 

Other Terms and Conditions: More detailed terms and conditions will be provided at a later date, primarily 

based off of the terms and conditions used for the 2008 TALF.  In addition, the Federal Reserve reserves the 

right to review and make adjustments to these terms and conditions – including size of program, pricing, loan 

maturity, collateral haircuts, and asset and borrower eligibility requirements – consistent with the policy 

objectives of the TALF. 



Haircut Schedule:   

ABS Average Life (years)*

Sector Subsector 0-<1 1-<2 2-<3 3-<4 4-<5 5-<6 6-<7

Auto Prime retail lease 10% 11% 12% 13% 14%

Auto Prime retail loan 6% 7% 8% 9% 10%

Auto Subprime retail loan 9% 10% 11% 12% 13%

Auto Motorcycle/ 

other recreational vehicles 

7% 8% 9% 10% 11%

Auto Commercial and government fleets 9% 10% 11% 12% 13%

Auto Rental fleets 12% 13% 14% 15% 16%

Credit Card Prime 5% 5% 6% 7% 8% 

Credit Card Subprime 6% 7% 8% 9% 10%

Equipment Loans and Leases  5% 6% 7% 8% 9% 

Floorplan Auto 12% 13% 14% 15% 16%

Floorplan Non-Auto 11% 12% 13% 14% 15%

Premium Finance Property and casualty 5% 6% 7% 8% 9% 

Small Business  SBA Loans  5% 5% 5% 5% 5% 6% 6% 

Student Loan Private 8% 9% 10% 11% 12% 13% 14%

Leveraged Loans Static 20% 20% 20% 20% 20% 21% 22%

Commercial Mortgages Legacy, Conduit 15% 15% 15% 15% 15% 16% 17%

* For auto, credit card, equipment, floorplan, and premium finance ABS, the weighted average life must be 

five years or less.  For other new-issue eligible collateral, haircuts will increase by one percentage point for 

each additional year (or portion thereof) of average life beyond five years.  For legacy CMBS with average 

lives beyond five years, base dollar haircuts will increase by one percentage point of par for each additional 

year (or portion thereof) of average life beyond five years.  No securitization may have an average life beyond 

ten years. 



Primary Market Corporate Credit Facility 

Effective April 9, 20201

Facility:  The Primary Market Corporate Credit Facility (“Facility”) will serve as a funding backstop for 

corporate debt issued by eligible issuers.  Under the Facility, the Federal Reserve Bank of New York (“Reserve 

Bank”) will commit to lend to a special purpose vehicle (“SPV”) on a recourse basis.  The SPV will (i) purchase 

qualifying bonds as the sole investor in a bond issuance; and (ii) purchase portions of syndicated loans or 

bonds at issuance.  The Reserve Bank will be secured by all the assets of the SPV.  The Department of the 

Treasury will make a $75 billion equity investment in the SPV to support both the Facility and the Secondary 

Market Corporate Credit Facility (“SMCCF”).  The initial allocation of the equity will be $50 billion toward the 

Facility and $25 billion toward the SMCCF.  The combined size of the Facility and the SMCCF will be up to 

$750 billion. 

Eligible Assets:   

Eligible corporate bonds as sole investor.  The Facility may purchase eligible corporate bonds as the sole 

investor in a bond issuance.  Eligible corporate bonds must meet each of the following criteria at the time of 

bond purchase by the Facility:  (i) issued by an eligible issuer; and (ii) have a maturity of 4 years or less.

Eligible syndicated loans and bonds purchased at issuance.  The Facility also may purchase portions of 

syndicated loans or bonds of eligible issuers at issuance.  Eligible syndicated loans and bonds must meet each 

of the following criteria at the time of purchase by the Facility:  (i) issued by an eligible issuer; and (ii) have a 

maturity of 4 years or less.  The Facility may purchase no more than 25 percent of any loan syndication or 

bond issuance. 

Eligible Issuers:  To qualify as an eligible issuer, the issuer must satisfy the following conditions: 

1. The issuer is a business that is created or organized in the United States or under the laws of the 

United States with significant operations in and a majority of its employees based in the United 

States.   

2. The issuer was rated at least BBB-/Baa3 as of March 22, 2020, by a major nationally recognized 

statistical rating organization (“NRSRO”).  If rated by multiple major NRSROs, the issuer must be 

rated at least BBB-/Baa3 by two or more NRSROs as of March 22, 2020.   

a. Issuers that were rated at least BBB-/Baa3 as of March 22, 2020, but are subsequently 

downgraded, must be rated at least BB-/Ba3 at the time the Facility makes a purchase.  If 

rated by multiple major NRSROs, such issuers must be rated at least BB-/Ba3 by two or more 

NRSROs at the time the Facility makes a purchase.

b. In every case, issuer ratings are subject to review by the Federal Reserve.   

3. The issuer is not an insured depository institution or depository institution holding company, as such 

terms are defined in the Dodd-Frank Act.   

4. The issuer has not received specific support pursuant to the CARES Act or any subsequent federal 

legislation.  

5. The issuer must satisfy the conflicts-of-interest requirements of section 4019 of the CARES Act. 

1 The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 

adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 

Board’s website.

Annex B



Leverage:  The Facility will leverage the Treasury equity at 10 to 1 when acquiring corporate bonds or 

syndicated loans from issuers that are investment grade at the time of purchase.  The Facility will leverage its 

equity at 7 to 1 when acquiring any other type of eligible asset. 

Limits per Issuer:  Issuers may approach the Facility to refinance outstanding debt, from the period of three 

months ahead of the maturity date of such outstanding debt.  Issuers may additionally approach the Facility 

at any time to issue additional debt, provided their rating is reaffirmed at BB-/Ba3 or above with the 

additional debt by each major NRSRO with a rating of the issuer. The maximum amount of outstanding 

bonds or loans of an eligible issuer that borrows from the Facility may not exceed 130 percent of the issuer’s 

maximum outstanding bonds and loans on any day between March 22, 2019 and March 22, 2020. 

The maximum amount of instruments that the Facility and the SMCCF combined will purchase with respect to 

any eligible issuer is capped at 1.5 percent of the combined potential size of the Facility and the SMCCF.  

Pricing:  

Eligible corporate bonds:  Pricing will be issuer-specific, informed by market conditions, plus a 100 bps facility 

fee.   

Eligible syndicated loans and bonds:  The Facility will receive the same pricing as other syndicate members, 

plus a 100 bps facility fee on the Facility’s share of the syndication.

Program Termination:  The Facility will cease purchasing eligible assets no later than September 30, 2020, 

unless the Facility is extended by the Board of Governors of the Federal Reserve System and the Treasury 

Department.  The Reserve Bank will continue to fund the Facility after such date until the Facility’s holdings 

either mature or are sold.



Secondary Market Corporate Credit Facility 

Effective April 9, 20201

Facility:  Under the Secondary Market Corporate Credit Facility (“Facility”), the Federal Reserve Bank of New 

York (“Reserve Bank”) will lend, on a recourse basis, to a special purpose vehicle (“SPV”) that will purchase in 

the secondary market corporate debt issued by eligible issuers.  The SPV will purchase in the secondary 

market eligible individual corporate bonds as well as eligible corporate bond portfolios in the form of 

exchange-traded funds (“ETFs”).  The Reserve Bank will be secured by all the assets of the SPV.  The 

Department of the Treasury will make a $75 billion equity investment in the SPV to support both the Facility 

and the Primary Market Corporate Credit Facility (“PMCCF”).  The initial allocation of the equity will be $50 

billion toward the PMCCF and $25 billion toward the Facility.  The combined size of the Facility and the 

PMCCF will be up to $750 billion.  

Eligible Assets:

Eligible Individual Corporate Bonds.  The Facility may purchase corporate bonds that, at the time of purchase 

by the Facility: (i) were issued by an eligible issuer; (ii) have a remaining maturity of 5 years or less; and (iii) 

were sold to the Facility by an eligible seller. 

Eligible ETFs.  The Facility also may purchase U.S.-listed ETFs whose investment objective is to provide broad 

exposure to the market for U.S. corporate bonds.  The preponderance of ETF holdings will be of ETFs whose 

primary investment objective is exposure to U.S. investment-grade corporate bonds, and the remainder will 

be in ETFs whose primary investment objective is exposure to U.S. high-yield corporate bonds.  

Eligible Issuers for Individual Corporate Bonds:  To qualify as an eligible issuer, the issuer must satisfy the 

following conditions: 

1. The issuer is a business that is created or organized in the United States or under the laws of the 

United States with significant operations in and a majority of its employees based in the United 

States. 

2. The issuer was rated at least BBB-/Baa3 as of March 22, 2020, by a major nationally recognized 

statistical rating organization (“NRSRO”).  If rated by multiple major NRSROs, the issuer must be 

rated at least BBB-/Baa3 by two or more NRSROs as of March 22, 2020.   

a. An issuer that was rated at least BBB-/Baa3 as of March 22, 2020, but was subsequently 

downgraded, must be rated at least BB-/Ba3 as of the date on which the Facility makes a 

purchase.  If rated by multiple major NRSROs, such an issuer must be rated at least BB-/Ba3 

by two or more NRSROs at the time the Facility makes a purchase. 

3. The issuer is not an insured depository institution or depository institution holding company, as such 

terms are defined in the Dodd-Frank Act.   

4. The issuer has not received specific support pursuant to the CARES Act or any subsequent federal 

legislation. 

5. The issuer must satisfy the conflicts of interest requirements of section 4019 of the CARES Act. 

Leverage:  The Facility will leverage the Treasury equity at 10 to 1 when acquiring corporate bonds from 

issuers that are investment grade at the time of purchase and when acquiring ETFs whose primary 

investment objective is exposure to U.S. investment-grade corporate bonds.  The Facility will leverage its 

1 The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 

adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 

Board’s website.

Annex C



equity at 7 to 1 when acquiring corporate bonds from issuers that are rated below investment grade at the 

time of purchase and in a range between 3 to 1 and 7 to 1, depending on risk, when acquiring any other type 

of eligible asset. 

Eligible Seller:  Each institution from which the Facility purchases securities must be a business that is created 

or organized in the United States or under the laws of the United States with significant U.S. operations and a 

majority of U.S.-based employees.  The institution also must satisfy the conflicts-of-interest requirements of 

section 4019 of the CARES Act. 

Limits per Issuer/ETF:  The maximum amount of instruments that the Facility and the PMCCF combined will 

purchase with respect to any eligible issuer is capped at 1.5 percent of the combined potential size of the 

Facility and the PMCCF.  The maximum amount of bonds that the Facility will purchase from the secondary 

market of any eligible issuer is also capped at 10 percent of the issuer’s maximum bonds outstanding on any 

day between March 22, 2019 and March 22, 2020.  The Facility will not purchase shares of a particular ETF if 

after such purchase the Facility would hold more than 20 percent of that ETF’s outstanding shares. 

Pricing:  The Facility will purchase eligible corporate bonds at fair market value in the secondary market.  The 

Facility will avoid purchasing shares of eligible ETFs when they trade at prices that materially exceed the 

estimated net asset value of the underlying portfolio. 

Program Termination:  The Facility will cease purchasing eligible corporate bonds and eligible ETFs no later 

than September 30, 2020, unless the Facility is extended by the Board of Governors of the Federal Reserve 

System and the Treasury Department.  The Reserve Bank will continue to fund the Facility after such date 

until the Facility’s holdings either mature or are sold. 



Main Street New Loan Facility 

Effective April 9, 20201

Program:  The Main Street New Loan Facility (“Facility”), which has been authorized under section 13(3) of 

the Federal Reserve Act, is intended to facilitate lending to small and medium-sized businesses by Eligible 

Lenders.  Under the Facility and the Main Street Expanded Loan Facility (“MSELF”), a Federal Reserve Bank 

(“Reserve Bank”) will commit to lend to a single common special purpose vehicle (“SPV”) on a recourse basis.  

The SPV will purchase 95% participations in Eligible Loans from Eligible Lenders.  Eligible Lenders would retain 

5% of each Eligible Loan.  The Department of the Treasury, using funds appropriated to the Exchange 

Stabilization Fund under section 4027 of the Coronavirus Aid, Relief, and Economic Security Act (“CARES 

Act”), will make a $75 billion equity investment in the single common SPV in connection with the Facility and 

the MSELF.  The combined size of the Facility and the MSELF will be up to $600 billion. 

Eligible Lenders:  Eligible Lenders are U.S. insured depository institutions, U.S. bank holding companies, and 

U.S. savings and loan holding companies.   

Eligible Borrowers:  Eligible Borrowers are businesses with up to 10,000 employees or up to $2.5 billion in 

2019 annual revenues.  Each Eligible Borrower must be a business that is created or organized in the United 

States or under the laws of the United States with significant operations in and a majority of its employees 

based in the United States.  Eligible Borrowers that participate in the Facility may not also participate in the 

MSELF or the Primary Market Corporate Credit Facility.   

Eligible Loans:  An Eligible Loan is an unsecured term loan made by an Eligible Lender(s) to an Eligible 

Borrower that was originated on or after April 8, 2020, provided that the loan has the following features: 

1. 4 year maturity; 

2. Amortization of principal and interest deferred for one year; 

3. Adjustable rate of SOFR + 250-400 basis points; 

4. Minimum loan size of $1 million; 

5. Maximum loan size that is the lesser of (i) $25 million or (ii) an amount that, when added to the 

Eligible Borrower’s existing outstanding and committed but undrawn debt, does not exceed four 

times the Eligible Borrower’s 2019 earnings before interest, taxes, depreciation, and amortization 

(“EBITDA”); and 

6. Prepayment permitted without penalty. 

Loan Participations:  The SPV will purchase a 95% participation in an Eligible Loan at par value, and the 

Eligible Lender will retain 5% of the Eligible Loan.  The SPV and the Eligible Lender will share risk on a pari 

passu basis.    

Required Attestations:  In addition to certifications required by applicable statutes and regulations, the 

following attestations will be required with respect to each Eligible Loan: 

� The Eligible Lender must attest that the proceeds of the Eligible Loan will not be used to repay or 

refinance pre-existing loans or lines of credit made by the Eligible Lender to the Eligible Borrower.   

� The Eligible Borrower must commit to refrain from using the proceeds of the Eligible Loan to repay 

other loan balances.  The Eligible Borrower must commit to refrain from repaying other debt of 

equal or lower priority, with the exception of mandatory principal payments, unless the Eligible 

Borrower has first repaid the Eligible Loan in full. 

1 The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 

adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 

Board’s website.

Annex D



� The Eligible Lender must attest that it will not cancel or reduce any existing lines of credit 

outstanding to the Eligible Borrower.  The Eligible Borrower must attest that it will not seek to cancel 

or reduce any of its outstanding lines of credit with the Eligible Lender or any other lender. 

� The Eligible Borrower must attest that it requires financing due to the exigent circumstances 

presented by the coronavirus disease 2019 (“COVID-19”) pandemic, and that, using the proceeds of 

the Eligible Loan, it will make reasonable efforts to maintain its payroll and retain its employees 

during the term of the Eligible Loan. 

� The Eligible Borrower must attest that it meets the EBITDA leverage condition stated in section 5(ii) 

of the paragraph above specifying required features of Eligible Loans.  

� The Eligible Borrower must attest that it will follow compensation, stock repurchase, and capital 

distribution restrictions that apply to direct loan programs under section 4003(c)(3)(A)(ii) of the 

CARES Act. 

� Eligible Lenders and Eligible Borrowers will each be required to certify that the entity is eligible to 

participate in the Facility, including in light of the conflicts of interest prohibition in section 4019(b) 

of the CARES Act.   

Facility Fee:  An Eligible Lender will pay the SPV a facility fee of 100 basis points of the principal amount of 

the loan participation purchased by the SPV.  The Eligible Lender may require the Eligible Borrower to pay 

this fee.

Loan Origination and Servicing:  An Eligible Borrower will pay an Eligible Lender an origination fee of 

100 basis points of the principal amount of the Eligible Loan.  The SPV will pay an Eligible Lender 25 basis 

points of the principal amount of its participation in the Eligible Loan per annum for loan servicing. 

Facility Termination:  The SPV will cease purchasing participations in Eligible Loans on September 30, 2020, 

unless the Board and the Treasury Department extend the Facility.  The Reserve Bank will continue to fund 

the SPV after such date until the SPV’s underlying assets mature or are sold. 



Main Street Expanded Loan Facility 

Effective April 9, 20201

Program:  The Main Street Expanded Loan Facility (“Facility”), which has been authorized under section 13(3) 

of the Federal Reserve Act, is intended to facilitate lending to small and medium-sized businesses by Eligible 

Lenders.  Under the Facility and the Main Street New Loan Facility (“MSNLF”), a Federal Reserve Bank 

(“Reserve Bank”) will commit to lend to a single common special purpose vehicle (“SPV”) on a recourse basis.  

The SPV will purchase 95% participations in the upsized tranche of Eligible Loans from Eligible Lenders.  

Eligible Lenders would retain 5% of the upsized tranche of each Eligible Loan.  The Department of the 

Treasury, using funds appropriated to the Exchange Stabilization Fund under section 4027 of the Coronavirus 

Aid, Relief, and Economic Security Act (“CARES Act”), will make a $75 billion equity investment in the single 

common SPV in connection with the Facility and the MSNLF.  The combined size of the Facility and the MSNLF 

will be up to $600 billion. 

Eligible Lenders:  Eligible Lenders are U.S. insured depository institutions, U.S. bank holding companies, and 

U.S. savings and loan holding companies.   

Eligible Borrowers:  Eligible Borrowers are businesses with up to 10,000 employees or up to $2.5 billion in 

2019 annual revenues.  Each Eligible Borrower must be a business that is created or organized in the United 

States or under the laws of the United States with significant operations in and a majority of its employees 

based in the United States.  Eligible Borrowers that participate in the Facility may not also participate in the 

MSNLF or the Primary Market Corporate Credit Facility.   

Eligible Loans:  An Eligible Loan is a term loan made by an Eligible Lender(s) to an Eligible Borrower that was 

originated before April 8, 2020, provided that the upsized tranche of the loan has the following features: 

1. 4 year maturity; 

2. Amortization of principal and interest deferred for one year; 

3. Adjustable rate of SOFR + 250-400 basis points; 

4. Minimum loan size of $1 million; 

5. Maximum loan size that is the lesser of (i) $150 million, (ii) 30% of the Eligible Borrower’s existing 

outstanding and committed but undrawn bank debt, or (iii) an amount that, when added to the 

Eligible Borrower’s existing outstanding and committed but undrawn debt, does not exceed six times 

the Eligible Borrower’s 2019 earnings before interest, taxes, depreciation, and amortization 

(“EBITDA”); and 

6. Prepayment permitted without penalty. 

Loan Participations:  The SPV will purchase a 95% participation in the upsized tranche of the Eligible Loan, 

provided that it is upsized on or after April 8, 2020, at par value.  The SPV and the Eligible Lender will share 

risk in the upsized tranche on a pari passu basis.  Any collateral securing an Eligible Loan, whether such 

collateral was pledged under the original terms of the Eligible Loan or at the time of upsizing, will secure the 

loan participation on a pro rata basis.  

Required Attestations:  In addition to certifications required by applicable statutes and regulations, the 

following attestations will be required with respect to the upsized tranche of each Eligible Loan: 

� The Eligible Lender must attest that the proceeds of the upsized tranche of the Eligible Loan will not 

be used to repay or refinance pre-existing loans or lines of credit made by the Eligible Lender to the 

Eligible Borrower, including the pre-existing portion of the Eligible Loan.   

1 The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 

adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 

Board’s website.
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� The Eligible Borrower must commit to refrain from using the proceeds of the upsized tranche of the 

Eligible Loan to repay other loan balances.  The Eligible Borrower must commit to refrain from 

repaying other debt of equal or lower priority, with the exception of mandatory principal payments, 

unless the Eligible Borrower has first repaid the Eligible Loan in full. 

� The Eligible Lender must attest that it will not cancel or reduce any existing lines of credit 

outstanding to the Eligible Borrower.  The Eligible Borrower must attest that it will not seek to cancel 

or reduce any of its outstanding lines of credit with the Eligible Lender or any other lender. 

� The Eligible Borrower must attest that it requires financing due to the exigent circumstances 

presented by the coronavirus disease 2019 (“COVID-19”) pandemic, and that, using the proceeds of 

the upsized tranche of the Eligible Loan, it will make reasonable efforts to maintain its payroll and 

retain its employees during the term of the upsized tranche of the Eligible Loan. 

� The Eligible Borrower must attest that it meets the EBITDA leverage condition stated in section 5(iii) 

of the paragraph above specifying required features of Eligible Loans.  

� The Eligible Borrower must attest that it will follow compensation, stock repurchase, and capital 

distribution restrictions that apply to direct loan programs under section 4003(c)(3)(A)(ii) of the 

CARES Act. 

� Eligible Lenders and Eligible Borrowers will each be required to certify that the entity is eligible to 

participate in the Facility, including in light of the conflicts of interest prohibition in section 4019(b) 

of the CARES Act. 

Loan Upsizing and Servicing:  An Eligible Borrower will pay an Eligible Lender a fee of 100 basis points of the 

principal amount of the upsized tranche of the Eligible Loan at the time of upsizing.  The SPV will pay an 

Eligible Lender 25 basis points of the principal amount of its participation in the upsized tranche of the 

Eligible Loan per annum for loan servicing. 

Facility Termination:  The SPV will cease purchasing participations in Eligible Loans on September 30, 2020, 

unless the Board and the Treasury Department extend the Facility.  The Reserve Bank will continue to fund 

the SPV after such date until the SPV’s underlying assets mature or are sold. 



Paycheck Protection Program Lending Facility Term Sheet 

Effective Date of Term Sheet:  April 9, 2020.1

Facility:  The Paycheck Protection Program Lending Facility (“Facility”), authorized under section 13(3) of the 

Federal Reserve Act, is intended to facilitate lending by eligible borrowers to small businesses under the 

Paycheck Protection Program (“PPP Loans”) of the Coronavirus Aid, Relief, and Economic Security  

Act (“CARES Act”).  Under the Facility, the Federal Reserve Banks (“Reserve Banks”) will lend to eligible 

borrowers on a non-recourse basis, taking PPP Loans as collateral. 

Eligible Borrowers:  All depository institutions that originate PPP Loans are eligible to borrow under the 

Facility.  The Board is working to expand eligibility to other lenders that originate PPP Loans in the near 

future.   

Lending Reserve Bank:  Eligible borrowers participate in the Facility through the Reserve Bank in whose 

District the eligible borrower is located.  For depository institutions, see Regulation D, 12 CFR 204.3(g)(1)–(2), 

for determining location.

Eligible Collateral:  Only PPP Loans guaranteed by the Small Business Administration (“SBA”) are eligible to 

serve as collateral for the Facility.  

Maturity and Acceleration of Maturity:  The maturity date of an extension of credit under the Facility will 

equal the maturity date of the PPP Loan pledged to secure the extension of credit.  The maturity date of the 

Facility’s extension of credit will be accelerated if the underlying PPP Loan goes into default and the eligible 

borrower sells the PPP Loan to the SBA to realize on the SBA guarantee.  The maturity date of the Facility’s 

extension of credit also will be accelerated to the extent of any loan forgiveness reimbursement received by 

the eligible borrower from the SBA. 

Rate:  Extensions of credit under the Facility will be made at a rate of 35 basis points. 

Fees:  There are no fees associated with the Facility. 

Collateral Valuation:  PPP Loans pledged as collateral to secure extensions of credit under the Facility will be 

valued at the principal amount of the PPP Loan.  

Principal Amount:  The principal amount of an extension of credit under the Facility will be equal to the 

principal amount of the PPP Loan pledged as collateral to secure the extension of credit.   

Non-Recourse:  Extensions of credit under the Facility are made without recourse to the borrower. 

Regulatory Capital Treatment:  Under section 1102 of the CARES Act, a PPP Loan will be assigned a risk 

weight of zero percent under the risk-based capital rules of the federal banking agencies.  On April 9, 2020, 

the Board, the Office of the Comptroller of the Currency, and the Federal Deposit Insurance Corporation 

issued an interim final rule to allow banking organizations to neutralize the effect of PPP Loans financed 

under the Facility on leverage capital ratios. 

Facility Termination Date:  No new extensions of credit will be made under the Facility after September 30, 

2020, unless the Board and the Department of the Treasury determine to extend the Facility. 

1  The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 

adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 

Board’s website. 
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Municipal Liquidity Facility 
 
Effective April 9, 20201  
 
Facility:  The Municipal Liquidity Facility (“Facility”), which has been authorized under Section 13(3) of the 
Federal Reserve Act, will support lending to U.S. states and the District of Columbia (together, “States”), U.S. 
cities with a population exceeding one million residents2 (“Cities”), and U.S. counties with a population 
exceeding two million residents3 (“Counties”).  Under the Facility, a Federal Reserve Bank (“Reserve Bank”) 
will commit to lend to a special purpose vehicle (“SPV”) on a recourse basis.  The SPV will purchase Eligible 
Notes directly from Eligible Issuers at the time of issuance.  The Reserve Bank will be secured by all the assets 
of the SPV.  The Department of the Treasury, using funds appropriated to the Exchange Stabilization Fund 
under section 4027 of the Coronavirus Aid, Relief, and Economic Security Act, will make an initial equity 
investment of $35 billion in the SPV in connection with the Facility.  The SPV will have the ability to purchase 
up to $500 billion of Eligible Notes. 
 
Eligible Notes:  Eligible Notes are tax anticipation notes (TANs), tax and revenue anticipation notes (TRANs), 
bond anticipation notes (BANs), and other similar short-term notes issued by Eligible Issuers, provided that 
such notes mature no later than 24 months from the date of issuance.  In each case, a note’s eligibility is 
subject to review by the Federal Reserve.  Relevant legal opinions and disclosures will be required as 
determined by the Federal Reserve prior to purchase.   
 
Eligible Issuer:  An Eligible Issuer is a State, City, or County (or an instrumentality thereof that issues on 
behalf of the State, City, or County for the purpose of managing its cash flows), in each case subject to review 
and approval by the Federal Reserve.  Only one issuer per State, City, or County is eligible.  
 
Limit per State, City, and County:  The SPV may purchase Eligible Notes issued by or on behalf of a State, 
City, or County in one or more issuances of up to an aggregate amount of 20% of the general revenue from 
own sources and utility revenue of the applicable State, City, or County government for fiscal year 2017.4   
States may request that the SPV purchase Eligible Notes in excess of the applicable limit in order to assist 
political subdivisions and instrumentalities that are not eligible for the Facility. 
 
Pricing:  Pricing will be based on an Eligible Issuer’s rating at the time of purchase with details to be provided 
later. 
 
Origination Fee:  Each Eligible Issuer that participates in the Facility must pay an origination fee equal to 
10 basis points of the principal amount of the Eligible Issuer’s notes purchased by the SPV.  The origination 
fee may be paid from the proceeds of the issuance. 
 

                                                            
1  The Board of Governors of the Federal Reserve System (“Board”) and Secretary of the Treasury may make 
adjustments to the terms and conditions described in this term sheet.  Any changes will be announced on the 
Board’s website. 
2  Source:  U.S. Census Bureau, Annual Estimates of the Resident Population: April 1, 2010 to July 1, 2018, as of 
April 6, 2020 (https://www.census.gov/data/tables/time-series/demo/popest/2010s-total-cities-and-towns.html). 
3  Source:  U.S. Census Bureau, “Population, Population Change, and Estimated Components of Population Change: 
April 1, 2010 to July 1, 2019 (CO-EST2019-alldata)” dataset as of April 6, 2020 
(https://www.census.gov/data/datasets/time-series/demo/popest/2010s-counties-
total.html#par_textimage_739801612.) 
4  Source:  U.S. Census Bureau, 2017 State & Local Government Historical Datasets and Tables, as of April 6, 2020 
(https://www.census.gov/data/datasets/2017/econ/local/public-use-datasets.html).  
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Call Right:  Eligible Notes purchased by the SPV are callable by the Eligible Issuer at any time at par. 

Eligible Use of Proceeds:  An Eligible Issuer may use the proceeds of Eligible Notes purchased by the SPV to 

help manage the cash flow impact of income tax deferrals resulting from an extension of an income tax filing 

deadline; potential reductions of tax and other revenues or increases in expenses related to or resulting from 

the COVID-19 pandemic; and requirements for the payment of principal and interest on obligations of the 

relevant State, City, or County.  An Eligible Issuer may use the proceeds of the notes purchased by the SPV to 

purchase similar notes issued by, or otherwise to assist, political subdivisions and instrumentalities of the 

relevant State, City, or County for the purposes enumerated in the prior sentence. 

Termination Date:  The SPV will cease purchasing Eligible Notes on September 30, 2020, unless the Board 

and the Treasury Department extend the Facility.  The Reserve Bank will continue to fund the SPV after such 

date until the SPV’s underlying assets mature or are sold. 


