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Main Street for Nonprofit Organizations

Part of the Main Street Lending Program
Frequently Asked Questions

This document is intended to address frequently asked questions (FAQs) about the Main Street
Lending Program (Main Street or Program) facilities for nonprofit organizations, including the
Nonprofit Organization New Loan Facility (NONLF) and the Nonprofit Organization Expanded
Loan Facility (NOELF). A separate document, available here, is intended to address FAQs about
Program facilities applicable to for-profit businesses. The Federal Reserve will periodically
update these FAQs. Please check the website of the Federal Reserve Bank of Boston

(FRB Boston) for new FAQs or revisions to previously issued FAQs.

The Federal Reserve is currently working to create the infrastructure necessary to fully
operationalize the facilities for Nonprofit Organizations. Information about the operational
status of the facilities will be posted on the Board’s website when available.
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A. Purpose and Design

A.1. Why is the Federal Reserve expanding the Program to include nonprofit
organizations?

The spread of COVID-19 has harmed communities and substantially disrupted many sectors of
the economy, including the nonprofit sector. In many cases, the disruptions have heightened
the demand for nonprofit organization services and the need for such organizations to obtain
financing. Nonprofit organizations are critical parts of the economy, employing millions of
people, providing essential services to communities, and supporting innovation and the
development of a highly skilled workforce.

The Main Street Lending Program Nonprofit Organization New Loan Facility (NONLF) and
Nonprofit Organization Expanded Loan Facility (NOELF) are designed to provide support to
small and medium-sized nonprofit organizations and their employees across the United States
during the current period of financial strain by supporting the provision of credit to such
organizations. The availability of additional credit is intended to help nonprofit organizations
that were in sound financial condition prior to the onset of the COVID-19 pandemic maintain
their operations and payroll until conditions normalize.

A.2. How is the Department of the Treasury supporting the Program?

The Department of the Treasury (Treasury Department) will make a $75 billion equity
investment in a Special Purpose Vehicle (Main Street SPV) in connection with the Main Street
Lending Program, which includes the nonprofit facilities. The funds invested by the Treasury
Department were appropriated to the Exchange Stabilization Fund under section 4027 of the
Coronavirus Aid, Relief, and Economic Security Act (CARES Act).

A.3. Are loans that are originated or upsized in connection with the Program
forgivable?

No. Main Street loans are full-recourse loans and are not forgivable. Under section 4003(d)(3)
of the CARES Act, the principal amount of a Main Street loan cannot be reduced through loan
forgiveness.

A.4. What are the differences between the NONLF and the NOELF?

Main Street includes two facilities designed for nonprofit organizations, each of which was
authorized by the Board of Governors of the Federal Reserve System (Board) under section
13(3) of the Federal Reserve Act. Both facilities use the same Eligible Lender and Eligible
Borrower criteria, and have many of the same features, including the same maturity, interest
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rate, deferral of principal for two years, deferral of interest for one year, and ability of the
borrower to prepay without penalty.

Other features of the loans extended in connection with each facility differ, including with
respect to the loan size and its relationship to existing debt.

e NONLF: Eligible Lenders extend new five-year term loans to Eligible Borrowers ranging
in size from $250,000 to $35 million. The maximum size of a loan made in connection
with the NONLF cannot exceed the Eligible Borrower’s average 2019 quarterly revenue.
The loans must not be, at the time of origination or at any time during the term of the
Eligible Loan, contractually subordinated in terms of priority to any of the Eligible
Borrower’s other loans or debt instruments. The unique features of loans originated in
connection with the NONLF (NONLF Loans) are provided in the NONLF term sheet.

e NOELF: Eligible Lenders increase (or “upsize”) an Eligible Borrower’s existing term loan
or revolving credit facility. The upsized tranche is a five-year term loan ranging in size
from $10 million to $300 million. The maximum size of a loan made in connection with
the NOELF cannot exceed the Eligible Borrower’s average 2019 quarterly revenue. At
the time of upsizing and at all times thereafter, the upsized tranche must be senior to or
pari passu with, in terms of priority and security, the Eligible Borrower’s other loans or
debt instruments, other than mortgage debt. The features associated with tranches of
loans that are upsized in connection with the NOELF (NOELF Upsized Tranches) are
outlined in the NOELF term sheet.

A.5. How long will the Program be in effect?

The Program was established to respond to uncertainty related to the COVID-19 pandemic and
is authorized to purchase participations in NONLF Loans and NOELF Upsized Tranches until
December 31, 2020. The Main Street SPV will cease purchasing loan participations on
December 31, 2020, unless the Program is extended by the Board and the Treasury
Department. The FRB Boston will continue to operate the SPV after such date until the Main
Street SPV’s assets mature or are sold.

A.6. Is there a limit to the size of the Program?

The Main Street SPV will purchase up to $600 billion of participations in eligible loans across all
Main Street Program facilities. The Federal Reserve and the Treasury Department have
assessed this amount to be appropriate in light of the current financial strains facing Eligible
Borrowers. The Federal Reserve and the Treasury Department will continue to assess the
situation and needs of Eligible Borrowers and may adjust the Program’s size in the future.
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A.7. What are the differences between the Program and the Payroll Protection
Program and Primary Market Corporate Credit Facility?

Similar to the Payroll Protection Program (PPP) and the Primary Market Corporate Credit
Facility (PMCCF), Main Street was created to assist companies that have been adversely
affected by the COVID-19 pandemic. Each of these programs, however, was developed to
provide liquidity to companies of different sizes:

e PPP: The PPP was established by the CARES Act and implemented by the Small Business
Administration (SBA) to support the payroll and operations of small businesses
(including small nonprofit organizations) through the issuance of government-
guaranteed loans that include a forgiveness feature for borrowers that satisfy the
requirements of the PPP.

e Main Street: The Federal Reserve designed Main Street to support small and medium-
sized for-profit businesses and nonprofit organizations that were unable to access the
PPP or that require additional financial support after receiving a PPP loan. Main Street
loans are not forgivable.

e PMCCF: The Federal Reserve established the PMCCF to support large companies
through the purchase of eligible corporate bonds from, and lending through syndicated
loans to, large companies. PMCCF loans are not forgivable.

A.8. What provisions of the CARES Act apply to the Program?

Under section 4003(b)(4) of the CARES Act, the Secretary of the Treasury (Secretary) is
authorized to make loans and loan guarantees to, and other investments in, programs or
facilities established by the Board for the purpose of providing liquidity to the financial system
that supports lending to eligible businesses (including, for these purposes, eligible nonprofits),
states, or municipalities. The Secretary has committed $75 billion of the funds appropriated
under Title IV of the CARES Act in the Main Street SPV in support of the Program. The following
restrictions of the CARES Act have been incorporated into the design of the Program:

e Eligible Business Definition: Section 4002(4) of the CARES Act prevents a business from
participating in the Program if it has “otherwise received adequate economic relief in
the form of loans or loan guarantees provided under [the Coronavirus Economic
Stabilization Act of 2020 (Subtitle A of Title IV of the CARES Act)].” Consistent with this
restriction, businesses that are receiving “specific support” pursuant to section
4003(b)(1)-(3) are not eligible for the Program.

e Direct Loans: Eligible Borrowers must commit to comply with the restrictions that apply
to direct loan programs under section 4003(c)(3)(A)(ii) of the CARES Act.
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e U.S. Business Requirement: Under section 4003(c)(3)(C) of the CARES Act, Eligible
Borrowers must be “businesses that are created or organized in the United States or
under the laws of the United States and that have significant operations in and a
majority of its employees based in the United States.”

e Loan Forgiveness Prohibition: Under section 4003(d)(3), the principal amount of the
portion of any NONLF Loan, or NOELF Upsized Tranche that is participated to the Main
Street SPV cannot be reduced through loan forgiveness. See question A.10 for more
information about this requirement.

e Conflicts of Interest: Under section 4019 of the CARES Act, Eligible Lenders and Eligible
Borrowers will be required to certify that no “Covered Individual” owns, controls, or
holds 20% or more (by vote or value) of any class of equity ownership interest in the
business.! “Covered Individuals” include the President, the Vice President, the head of
any Executive Department, any Member of Congress, and certain immediate family
members of the foregoing.

A.9. What are the conflicts of interest provisions of the CARES Act?

Section 4019 of the CARES Act prohibits entities in which certain government officials (list here)
and some of their immediate family members have a “controlling interest” from participating in
certain government programs, including Main Street. Each participating entity, both Eligible
Lenders and Eligible Borrowers, will be required to certify that the entity is not a “covered
entity” as defined in section 4019 of the CARES Act. Detailed instructions are provided in the
Lender Registration Certifications and Covenants and the NONLF and NOELF Borrower
Certifications and Covenants.

A.10. Can the principal amount of loans extended under Main Street be reduced?

Main Street is not a grant program and is subject to the prohibition on loan forgiveness in
section 4003(d)(3) of the CARES Act. In the event of restructurings or workouts, the Main
Street SPV may agree to reductions in interest (including capitalized interest), extended
amortization schedules and maturities, and higher priority “priming” loans.

! For purposes of the NONLF and NOELF, an Eligible Borrower alternatively would be permitted to certify that the
Eligible Borrower does not have and cannot issue equity interests, such that Section 4019(c) of the CARES Act is
inapplicable.
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B. NONLF Loans

B.1. How does the NONLF work?

Eligible Lenders may extend a new NONLF Loan to an Eligible Borrower and sell a 95%
participation in that NONLF Loan to the Main Street SPV at par value. All such sales will be
structured as “true sales” and must be completed expeditiously after the origination of the
NONLF Loan. The Eligible Lender must retain 5% of the NONLF Loan until (i) it matures or

(ii) neither the Main Street SPV nor a Governmental Assignee holds an interest in NONLF Loan
in any capacity, whichever comes first. The Main Street SPV and the Eligible Lender would
share in any losses on the NONLF Loan on a pari passu basis.

The Eligible Borrower must have been in sound financial condition prior to the onset of the
COVID-19 pandemic. In order for an Eligible Borrower to receive an NONLF Loan, any existing
loan it had outstanding with the Eligible Lender as of December 31, 2019, must have had an
internal risk rating (based on the Eligible Lender’s risk rating system) that was equivalent to a
“pass” in the Federal Financial Institutions Examination Council’s (FFIEC) supervisory rating
system as of that date.

B.2. What are the terms of NONLF Loans?

The NONLF term