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THE CARES ACT AT-A-GLANCE
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Main Street Lending Program Overview 

• $600 billion made available through a Fed-Treasury SPV
• The Main Street Lending Program (MSLP) establishes three new loan facilities:

o The Main Street New Loan Facility (MSNLF) for new term loans originated after April 
24, 2020

o The Main Street Priority Loan Facility (MSPLF) for new term loans originated after 
April 24, 2020 for more highly leveraged borrowers, and

o The Main Street Expanded Loan Facility (MSELF) for term loans or revolving credit 
facilities originated or purchased before April 24, 2020 (in each case, referred to as 
the Eligible Loan), with remaining maturity of at least 18 months and being 
subsequently upsized with a term loan tranche (referred to as the upsized tranche).

• Loans made through traditional banks or federally insured depositary institutions (not 
alternative/direct lenders)

3 |  Washington Weekly Briefing



Eligibility 
• Businesses that, together with affiliates, have up to 15,000 employees or had up to $5 billion 

in 2019 revenues.
• 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.
o Note that the U.S. incorporated subsidiaries of foreign companies can apply. 

• May not also participate in the MSELF/MSNLF/MSPLF (as applicable) or the Primary Market 
Corporate Credit Facility, but can participate in the PPP and EIDL programs.

• Borrowers should make commercially reasonable efforts to maintain their payroll and retain 
their employees.  Borrowers that have already laid-off or furloughed workers as a result of the 
disruptions from COVID-19 are still eligible to apply.

• PE funds are not eligible, but portfolio companies are eligible, subject to significant caps.
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Loan Terms
• 5-year maturity.

• Payment of interest deferred for one year (unpaid interest will be capitalized).

• Principal Repayment: deferred for the first 2 years, 15% at the end of each of years 3 and 4, 70% at the end of year 5.

• Rate: 1 or 3 month LIBOR + 3%

• Minimum loan size of $250,000 for MSNLF & MSPLF; $10,000,000 for MSELF.

• Loans under the Program may be secured or unsecured. 

• Loans under the Program may not be contractually subordinated in terms of priority of payment to other debt. 

• Loans under the MSPLF and MSELF shall be senior to or pari passu in terms of security with other debt (except 
mortgage debt). 

o MSPLF:  At the time of origination of the eligible loan under the MSPLF, the Collateral Coverage Ratio must be either (1) at least 200% or (2) 
not less than the aggregate Collateral Coverage Ratio for all other secured debt.

o MSELF: The upsized tranche under the MSELF must be secured by collateral securing any other term loan tranche of the underlying credit 
facility on at least a pari passu basis.

• Prepayment permitted without penalty.
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Maximum Loan Size

Lesser of:

(i) $35 million, or 

(ii) an amount that, when 
added to the Eligible 
Borrower’s existing 
outstanding and undrawn 
available debt, does not 
exceed four times the 
Eligible Borrower’s 
adjusted 2019 EBITDA.

Lesser of 

(i) $50 million, or 

(ii) an amount that, when 
added to the Eligible 
Borrower’s existing 
outstanding and undrawn 
available debt, does not 
exceed six times the 
Eligible Borrower’s 
adjusted 2019 EBITDA.
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MSNLF MSPLF MSELF
Lesser of 

(i) $300 million, 

(ii) an amount that, when added to 
the Eligible Borrower’s existing 
outstanding and undrawn 
available debt, does not exceed 
six times the Eligible Borrower’s 
adjusted 2019 EBITDA.



Maximum Loan Size Formulas

Lesser of:

(i) $35 million, or 

(ii) [Loan Amount] + 
[outstanding debt + 
undrawn available debt] 
≤ [4 x EBIDTA]

Lesser of:

(i) $50 million, or 

(ii) [Loan Amount] + 
[outstanding debt + 
undrawn available debt] 
≤ [6 x EBIDTA]
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MSNLF MSPLF MSELF
Lesser of 

(i) $300 million, 

(ii) [Loan Amount] + [outstanding 
debt + undrawn available debt] 
≤ [6 x EBIDTA]



Loan Requirements, Restrictions and Certifications
• Borrowers must commit to refrain from repaying other debt, with the exception of 

mandatory principal and interest payments or, in the case of the MSPLF, refinancing of 
debt owed to other lenders, until the Eligible Loan (or, in the case of the MSELF, the 
upsized tranche) has been repaid in full or an interest therein is no longer held by the Main 
Street SPV or a governmental assignee.

• Borrowers must certify that they will not seek to cancel or reduce any of their outstanding 
lines of credit.

• Borrowers must certify that they have a reasonable basis to believe that on a pro forma 
basis they have the ability to meet their financial obligations for at least the next 90 days 
and do not expect to file for bankruptcy during this period.

• Borrowers that are public companies, may not buy back any related stock.
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Loan Requirements, Restrictions and Certifications (cont’d)
• Borrowers may not pay any dividends or make other capital distribution (other than tax 

distributions for pass-through entities) for 12 months following repayment of the loan. 
• Borrowers may not increase compensation for employees making more than $425,000 in salary and 

other financial compesnation, with additional limits on those making more than $3 million. 
• Borrowers have robust quarterly and annual financing reporting covenants.
• Lenders are expected to conduct an assessment of each potential borrower’s financial condition at 

the time of application.
• Lenders must certify as to the methodology for calculating adjusted 2019 EBITDA and make certain 

other certifications, which in certain instances will be following due inquiry.
• Labor relation restrictions from the Cares Act are not (to date) imposed under this program. 
• Note: The Federal Reserve will disclose information regarding the names of lenders and 

borrowers, amounts borrowed, interest rates charged, and overall costs, revenues and other fees.
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Discussion

1. New Loan vs. Priority Loan – more money or more problems?

2. PE Funds and their portfolio companies left wanting 
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Any Questions?

Email: MSLquestions@pillsburylaw.com



Compliance/Investigations for 
Those Taking Government Money
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Semiannual Report to Congress, April 1, 2019 – September 30, 2019, 
Office of the Special Inspector General for the Troubled Asset Relief 
Program.
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Source: Reuters, The Wall Street Journal, GAO, CNN 
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Executive Branch Oversight/Investigations

• Department of Justice
• Already making indictments for PPP fraud

• Special Inspector General for Pandemic Recovery (SIGPR)
• Audits/investigations of Treasury Department activity related to COVID-19 response

• Pandemic Response Accountability Committee (PIGIE)
• IGs from various agencies
• “Promote transparency and conduct and support oversight” of the government’s coronavirus 

response in order to “prevent and detect fraud, waste, abuse, and mismanagement” and 
“mitigate major risks that cut across program and agency boundaries.” 

• Develop website to foster transparency in the use of CARES Act funds
• Agency-by-agency reporting
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Source: CNN, Politico, Bloomberg Law, 
ABC News, Reuters
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Oversight/Investigations
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Congressional Investigations

• House Select Committee on the Coronavirus Crisis (“Benghazi 2.0?”)
• Root out waste/fraud/abuse
• Protect against price gouging and profiteering
• Ensure that federal response is guided by science/health experts
• First Investigation: Public companies taking PPP loans

• Congressional Oversight Commission (“TARP 2.0”)
• Oversight of Treasury/Federal Reserve Board’s economic relief activities
• Will last for 5 years and will report to Congress every 30 days
• Hearings/reports likely

• Government Accountability Office reporting/audits
• Strong relationships with IGs/agencies
• Bipartisan credibility in Congress
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Congressional Investigations 101
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Broad Powers Political Stakes Responding 

• Especially hazardous 
given Congress has very 
broad powers of 
investigation.

• In short, Congress 
makes the rules and 
enforces them.

• Stakes are especially 
high when control of the 
federal government is 
split between the two 
political parties.

• The best approach is to 
try to reduce risks – and 
surprises – by 
understanding the 
players and the process.

• There is always a danger that one 
investigation can spiral into multiple 
Congressional, criminal, and/or civil 
investigations at the state and federal 
levels.  

• The best approach is always to undertake 
communications cautiously, but promptly, 
and with a tone that shows respect for 
the legitimacy of the investigator’s 
efforts.

Pillsbury’s Expertise

• The representation of companies or individuals subject to Congressional investigations is a specialized legal practice that combines litigation, negotiation, 
and advocacy.

• Pillsbury represents companies, associations, and executives in high-profile congressional investigations conducted by each of the investigatory 
committees of Congress.

• Our Congressional investigations experts are now defending a public company; one of the first targets of the new House Select Subcommittee on 
Coronavirus Response. 

Control of Information Best Practices for Negotiating 
Responses

• In preparation, respondents 
should first ensure proper 
control of information flow, 
including documents, and avoid 
destroying or displacing any 
documents or information that 
investigators might request. 

• The practical reality is that by the time an 
investigation has begun, Congressional 
leaders have decided to invest time and 
resources into the inquiry.

• Working with Congressional leaders is 
preferable to resisting requests altogether 
and risking the triggering of a subpoena and a 
dangerous domino effect. 



Case Study: First Investigations by the Select 
Subcommittee

• “Since your company is a public entity with a 
substantial investor base and access to capital 
markets, we ask that you return these funds 
immediately,” a panel of seven Democratic members 
of the Select Subcommittee on the Coronavirus Crisis 
wrote to each of the five firms. 

• Responses from the companies have varied widely. 

• Our Congressional investigations experts are currently 
representing one of these public companies. 

• The investigations are currently ongoing and have 
included meetings between the companies and the 
Select Subcommittee. 
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Impact of Government Investigations
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t • Fines, penalties, disgorgement  

of profits

• Debarment
• Cost of investigation (attorneys  

and specialists’ fees)

• Loss of profit
• Loss of market capitalization
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t • Brand or reputational impact
• Business disruptions
• Inability to grow or expand  

business
• Loss of financing
• Loss of talent
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Best Practices for Compliance with the Main Street Lending Program
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• How do you create a culture of Compliance First?
o Do you have adequate resources and a fulsome compliance program addressing your

company’s current legal and compliance risks, including fiscal controls, anti-corruption risks,  vendor 
management, etc.?

o Does your organization have policies and procedures in place for CARES Act loan  
obligations?

o How are you preparing for reopening conditions imposed by the government?

• Is your compliance program subject to frequent updating and testing to regularly  integrate 
new requirements and test its effectiveness to address new challenges?

• Do all relevant stakeholders including the Board, employees and third-party  business 
partners understand their legal and compliance obligations?

o Do they know to whom they should report issues that may arise?

• How should you plan to communicate and train relevant stakeholders regarding  the 
company’s new and existing legal and compliance obligations?



Compliance and Integrity Programs and Controls
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Prevention Detection Response

• Fraud and misconduct risk assessment

• Code of conduct and related standards

• Financial policies and controls

• Employee and third-party due diligence

• Communication and training

• Hotlines and whistle-
blower  mechanisms

• Auditing and monitoring

• Proactive forensic data analysis

• Internal and external investigation  
protocols

• Enforcement and accountability  
protocols

• Disclosure protocols
• Remedial action protocols

Oversight Functions

• Board/audit committee oversight

• Executive and line management functions

• Internal audit, compliance, and monitoring functions
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Pillsbury’s COVID-19 Resources:
If you have questions about how the Coronavirus impacts you or your 
business, please contact us.

COVID-19 (Coronavirus) Resource Center:
https://www.pillsburylaw.com/en/services/covid-19-coronavirus.html

Trending Topics:

• CARES Act (Stimulus) 

• Crisis Management 

• Insurance & Contract Disputes 

• Liquidity & Financial Markets 

• Stay-at-Home Orders 

• Workforce & Employment Law 

https://www.pillsburylaw.com/en/services/covid-19-coronavirus.html
https://www.pillsburylaw.com/en/search-results.html?q=CARES+Act&amp;v=insights&amp;p=1005956
https://www.pillsburylaw.com/en/search-results.html?q=%22crisis+management%22+%2B+%22coronavirus%22&amp;v=insights
https://www.pillsburylaw.com/en/search-results.html?q=Insurance+%26+Contract+Disputes&amp;v=insights&amp;p=1005956
https://www.pillsburylaw.com/en/search-results.html?q=Liquidity+and+Financial+Markets&amp;v=insights&amp;p=1005956
https://www.pillsburylaw.com/en/search-results.html?q=%22shelter-in-place%22&amp;v=insights&amp;p=1005956
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