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In response to the economic impact of the COVID-19 pandemic, the
Federal Reserve authorized the establishment of the Main Street
Lending Program on April 9, 2020. This program, which is part of the
CARES Act, will provide up to $600 billion of loans to small and
medium-sized businesses. This following provides an overview of the
Main Street Lending Program, including the changes made to the
program on April 30th.

The Main Street Lending Program is comprised of three distinct loan
facilities: the Main Street New Loan Facility, the Main Street Priority
Loan Facility, and the Main Street Expanded Loan Facility. The new
and priority loan facilities are for new loans, whereas the expanded
loan facility is for the expansion of an existing loan.

With each facility, the loan is made by an eligible lender, and then a
portion of the loan is sold to a special purpose vehicle funded by the
Federal Reserve. This results in the lender maintaining a small
participation in the loan.

The New Loan Facility

The New Loan Facility provides a four-year term loan between
$500,000 and $25 million. The maximum amount is limited to the
lesser of $25 million or an amount that, when added to outstanding
and undrawn available debt, does not exceed 4 times your adjusted
2019 EBITDA. The interest rate is based on LIBOR + 3%. Payments for
new loans are deferred for the first year and then spread equally over
the remaining three years. With this facility, the lender retains 5%
participation in the loan.

The Priority Loan Facility

The Priority Loan Facility provides a four-year term loan between
$500,000 and $25 million. The maximum amount is limited to the
lesser of $25 million or an amount that, when added to outstanding
and undrawn available debt, does not exceed 6 times your adjusted
2019 EBITDA. The interest rate is based on LIBOR + 3%. Payments are
deferred for the first year and then 15% is due in year 2, 15% in year 3,
and 70% in year four. With this facility, the lender retains 15%
participation in the loan.



The Expanded Loan Facility

The Expanded Loan Facility provides for the expansion of an existing
loan. Expanded loans provide a four-year term loan between $10
million and $200 million. The maximum amount is limited to the
lesser of $200 million, 35% of existing outstanding and undrawn
available debt, or an amount that, when added to outstanding and
undrawn available debt, does not exceed 6 times your adjusted 2019
EBITDA. The interest rate is based on LIBOR + 3%. Payments are
deferred for the first year and then 15% is due in year 2, 15% in year 3,
and 70% in year four. With this facility, the lender retains a 5%
participation in the loan.

Sample Scenario

If your business has $2 million of outstanding and undrawn available
debt, and had an adjusted EBITDA of $2 million in 2019, you would

be eligible for $6 million under the New Loan Program and $10 mil-
lion under the Priority Loan Program. In this example, you would not
meet the minimum amount of $10 million under the Expanded Loan
Program because of the limitation of 35% of existing outstanding and
undrawn available debt. However, if your business has $50 million of
outstanding and undrawn available debt and had an adjusted EBITDA
of $15 million in 2019, you would be eligible for $17.5 million under
the Expanded Loan Program.




Who is the Main Street Lending
Program for?

The Main Street Lending Program is for small and medium-sized
businesses that were in sound financial condition before the
pandemic. To qualify, you must:

- Beabusiness that is organized for profit as a partnership; a limited
liability company; a corporation; an association; a trust; a
cooperative; a joint venture with no more than 49 percent
participation by foreign business entities; or a tribal business
concern.

« Have been established prior to March 13, 2020.

« Have fewer than 15,000 employees or have had revenue less than
$5 billion in 2019.

- Be created or organized in the United States or under the laws of
the United States with significant operations in and a majority of
employees based in the United States.

« Have not participated in the Primary Market Corporate Credit
Facility.

« Have not received specific support pursuant to the Coronavirus
Economic Stabilization Act of 2020.

Please note that certain types of businesses listed in the code of
federal regulations are ineligible for a loan, and we can help you
determine eligibility for your type of business.

Loan Requirements

Borrowers may only borrow under one of the three loan programs. So
if you borrow under the new loan program, you cannot also borrow
under the priority or expanded loan programs.

If you have applied for or received a Paycheck Protection Program
loan, you are still eligible for the MSLP loan, provided that you meet
the qualification requirements.

Each loan facility does require certain Certifications and Covenants of
both the borrower and the lender. Many of these address restrictions
on other debt you may have, use of the loan proceeds, employee and
officer compensation, stock repurchases, and capital distribution.

Also, the facility states that you should make commercially reasonable
efforts to maintain its payroll and retain its employees during the time
the loan is outstanding.



New loans originated after April 24, 2020, are eligible for both the New
Loan Program and the Priority Loan Program. For the expanded loan
program, the original loan must have been originated prior to April 24,
2020.

Both programs will be available until September 30, 2020, or such time
as available funds for the program have been exhausted.

Each loan facility does carry an origination fee, and if passed through
by the lender, a transaction fee. These fees range from 75 to 200 basis
points in total and are dependent on the type of loan facility in the
program.

Next Steps

If you have any questions or would like to discuss if the Main Street
Lending Program is a fit for your business, please contact our office.

Our experts are always here to help.




About Your Firm LLC

We have hand-picked a team with tax, auditing, accounting, business and management advisory
expertise in a multitude of fields, including healthcare, professional-services firms, commercial
contractors, home builders, real estate companies, manufacturing and distribution companies,
dealerships, non-profit organizations and pension funds.

We have the expertise and the resources to provide not only the critical services you need during
these evolving economic times, but also, importantly, to build for the future. Our strategic alliances
with professional organizations across the country allow us to bring our clients the talent and
expertise of national firms with the high-touch service of a local firm. While we remain focused on the
core services of tax, accounting and audit, we expand and offer you the business consulting needed to
remain competitive. We believe the success of our clients is the greatest measure of our own.
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