THE NATWEST GROUP

DOCUMENTATION REPORT

FACILITY DOCUMENTATION (LMA OR FIRM’S TEMPLATE DOCUMENTATION)

THIS REPORT HAS BEEN UPDATED TO MEET REGULATORY REQUIREMENTS AND REFLECT IMPORTANT CHANGES RESULTING FROM THE CESSATION OF THE LONDON INTERBANK OFFERED RATE (“LIBOR”) BENCHMARK BY THE END OF 2021 FOR STERLING, EURO, SWISS FRANC AND JAPANESE YEN ALONG WITH CESSATION OF USD LIBOR BY 30 JUNE 2023  FURTHER CHANGES WILL BE MADE TO THIS REPORT AS THE MARKET PROGRESSES THROUGH THE TRANSITION AWAY FROM LIBOR. PLEASE NOTE, THESE CHANGES DO NOT AFFECT THE EURO INTERBANK OFFERED RATE (EURIBOR) WHICH MUST BE THE BENCHMARK USED FOR ALL EURO DENOMINATED FACILITY DOCUMENTS OR EURO OPTIONS UNDER MULTI-CURRENCY FACILITY DOCUMENTS.
1. Introduction and note to panel firms 

This report should be completed by all panel firms in respect of each facility document* prepared or negotiated on behalf of the Bank where referenced in the instruction letter for the transaction or your bank contact for the transaction otherwise confirms that it is required. 

Panel firms should note that the items noted below are merely designed to assist in highlighting points or suggesting the usual types of protection that the Bank would expect.  Further protections and provisions would be expected as considered relevant and appropriate by the relevant panel firm based on the type and risk profile of each transaction and panel firms should seek to negotiate documentation to a level which surpasses the minimum requirements where it is market standard or otherwise possible to do so in the context of the deal. 

Panel firms should liaise with their usual Bank contact for the transaction to discuss and agree the timing for completion and delivery of this report.  The report should be provided prior to completion of the transaction and by reference to the final agreed form of the facility document.  If, after the panel firm has completed and submitted this report, the terms of the facility document are amended, the panel firm must notify the Bank if such amendment(s) would have affected any of the terms of this report.  

If the answers to any of the questions in part 3 of this report are going to be “No” the panel firm should raise this with their usual Bank contact for the transaction as soon as possible. 

Please note – this Documentation Report will be updated by the Bank periodically to reflect any change in the Bank’s requirements.  Panel firms should always ensure they are working with the most recent version of the report (which will be available from the relevant deal team/through the Transactional Support Website) and are therefore advised not to re-use templates which firms may have previously saved locally.
*IMPORTANT NOTES ABOUT COMPLETION OF THIS REPORT: 
· This report should be used in relation to any facility documentation which is not based on the Bank’s template facility documentation (e.g. the facility is drafted on your firm’s template documentation or on the basis of LMA templates).  A separate form of report exists for any facility documentation which is based on one of the Bank’s templates – if required, this can be accessed through the Transactional Support Website or from your usual bank contact for the transaction.

· Ancillary Facilities.  If the facility document is an ancillary facility which is not being drafted on the basis of Bank template facility documentation you should note the Bank’s requirements vary as follows:

· “Carve-out” ancillary facilities.  Where the facility document is an ancillary facility in the sense of being carved-out from the Bank’s commitment under a separate senior facilities agreement, you will not be expected to complete this Documentation Report. 

· Other ancillary facilities.  Where the facility document you have been instructed to draft is an ancillary facility in any other sense other than the above
 you should complete all relevant sections in this report. 

· Amendments/Amendments and Restatements. Where a panel firm receives an instruction to amend or amend & restate an existing facility document, you should note the following requirements: 
· Where either (a) the existing term of the facility is being extended by 364 days or more by the amendment/supplemental documentation or (b) new/additional loans or increased commitments are being made available through the amendment/supplemental documentation please complete this Documentation Report in full by reporting on the terms of the facility document as amended by the amendment/supplemental documentation. 
· Where the existing term is not being extended at all or it is being extended but for less than 364 days, the Bank will not generally require a Documentation Report.  However, if the amendment/supplemental documentation will amend the existing facility document in such a way that will create a breach of the Bank’s minimum requirements (i.e. it would move the facility document from a position which is compliant with the Bank’s minimum requirements as set out below to a position which is non-compliant) the Bank will require a Documentation Report to be completed but only insofar as is necessary to highlight the new breaches of the Bank’s minimum requirements.  In such cases, you need only answer the questions below which are relevant to highlighting the new breaches, and you may mark the other questions as N/A.  For the avoidance of doubt, in these circumstances, you are not expected to highlight or report on any historic minimum standard failings which already exist in the existing facility document.  
· Facilities repayable on demand/cash cover on demand.  In respect of agreements which only document facilities which are repayable on demand or where the Bank is entitled to call for cash cover on demand, panel firms only need to complete the following sections of this report (marking the other sections as “N/A”): 
· 1.3 (Ratings Triggers)

· 2.1 (Purpose)

· 7.1 (Preparation, Enforcement and Preservation Costs)

· 12.1.1 (Transferability) and 12.1.1 (No assignment or transfer by customer)

· 15.1 (Obligors’ right of set off) and 15.2 (Set off)

· 16.1 (Governing law)

· 20.1 (Embedded Derivatives)

· 22.1 (Fronting Obligations and Loss Sharing Provisions)
· 24 Interest rates 
· Additional guidance relating to LIBOR transition and requirements under Section 24 is detailed in Appendix 1
2. Details of facility document 

Summary details of the facility document (the “Facility Document”) to which this report relates:

	Type, amount of facility and expiry date of facility

	

	RFR transactions: 
For all Sterling, Swiss franc, Japanese yen and US dollar transactions) including where these currencies are available under a multi-currency loan, the Facility Document must contain Day 1 risk free rate (“RFR”) provisions. 
If the RFR based transaction  does not meet these requirements it must be flagged here, and the Bank’s business deal team must obtain approval before the agreement is executed per the Bank’s exceptions process.

	

	Borrower 


	

	Agent (where relevant)

 
	

	Date/version number of draft
 
	


3. Report

	Section
	Checklist
	Yes
	No
	Clause Reference and Comment

	1. General 

	1.1 Agency provisions
	If the total amount of debt under the Facility Document exceeds £25m (or the foreign currency equivalent) has the facility documentation been drafted on a syndicated form? (NB. panel firms should note that even in transactions where the debt is less than £25m the Bank may require the documentation to be drafted on a syndicated basis; you will be advised of this in the instructions you receive from the Bank).
	
	
	

	1.2.1 Illegality and Compliance with AML and Sanctions
	Does the Facility Document:

(a) contain market standard protections around know-your-customer (KYC) checks;  and 
(b) allow the Bank to prevent drawdown and require mandatory prepayment should it become unlawful for the bank to perform its obligations under the agreement or to continue to provide the facility?
	
	
	

	1.2.2 Compliance with AML and Sanction
	If the Facility Document relates to a ship finance, have you ensured that the Facility Document:

(a) includes the LMA-style provisions entitled “Know your customer checks”; and

(b) does not:

·  include wording that carves out the obligation to provide KYC for any entity or entities, regardless of whether or not the entity  or entities are in the “Group” (e.g.: carve out with respect to beneficial owners); and/or

· include wording to the effect that no additional information will be required by the Bank in the future with respect to KYC or beneficial ownership? 
	
	
	

	1.3 Ratings trigger 
	Have you drafted the Facility Document so that it does not contain any ratings trigger* relating to the Bank’s role in the transaction which could trigger a cash/liquidity outflow from the Bank in the event of a downgrade? 

*Note - if the Facility Document does contain a trigger and it only relates to the standard LMA (or equivalent) financial covenant and/or RCF clean down mechanics which gives recognition to "Cash" or "Cash Equivalent Investments" held with an "Acceptable Bank" this does not require internal exceptions approval and should not be highlighted as an exception in this Documentation Report.  
	
	
	

	1.4 Affiliates
	Where the Facility Document contains a definition of “Affiliate” (or similar term) which refers to the Bank and either (a) seeks to impose, or otherwise refers to, an obligation applicable to the Bank’s Affiliates or (b) contains a representation which refers to the Bank’s Affiliates, has the following been added to the definition of “Affiliate”:

“Notwithstanding the foregoing, in relation to any member of the NatWest Group, the term "Affiliate" shall not include (i) the UK government or any member or instrumentality thereof, including His Majesty's Treasury and UK Financial Investments Limited (or any directors, officers, employees or entities thereof) or (ii) any persons or entities controlled by or under common control with the UK government or any member or instrumentality thereof (including His Majesty's Treasury and UK Financial Investments Limited) and which are not part of NatWest Group plc and its subsidiaries or subsidiary undertakings”?

For the purposes of this definition, “NatWest Group” means NatWest Group plc and its subsidiaries and subsidiary undertakings.”
	
	
	

	1.5 Utilisation Requests and Availability Periods (not revolving facilities)
	For term facilities, is the availability period for the first drawdown for three months or less from the signing date? 
	
	
	

	2. Purpose 

	2.1
	Is the purpose of the facility defined in the Facility Document?
	
	
	

	3. Repayment 

	3.1
	Does the Facility Document provide for definable date(s) of repayment and is the repayment profile in line with the instructions provided to you by the Bank?
	
	
	

	3.2
	Place of payment.  In relation to euro denominated loans, does the Facility Document give the Agent (in syndicated/syndicatable deals) or the Lender (where deals are written on a bilateral rather than a syndicatable basis) the ability to direct the customer to make payments to such account and with such bank as the Agent or Lender specifies?

Note - the LMA standard provision on place of payment (see clause 36.1(b) of the leveraged template) meets this minimum standard but the exact LMA wording is not required provided the equivalent protection/ability to direct the location of payments is achieved in substance.  
	
	
	

	4. Change of Control/Ownership 

	4.1 
	Does the Facility Document include a concept enabling the Bank to exit the loan following the exit from the structure of the ultimate entity against which credit has been considered?
	
	
	

	4.2
	Does Change of Control feature either as an event of default or as an event requiring mandatory prepayment?
	
	
	

	5. Pricing – Revaluation periods 

	5.1.1 Multi-currency Facilities (Letter of Credit revaluation periods)
	Where the Facility Document permits the customer to draw Letters of Credit in a base currency and optional currencies, does the Facility Document require all Letters of Credit to be revalued at least six monthly?
	
	
	

	5.1.2 Multi-currency revolving facilities (revaluation periods)
	Where a multi-currency facility is provided, does the Facility Document require revaluations to be carried out at the end of each interest period? Are all interest periods six months or less?
	
	
	

	5.1.3 Multi-currency term facilities (revaluation periods)
	Where a multi-currency term facility is provided, are the LMA provisions (or equivalent) threshold mechanics to allow for exchange rate fluctuations included? Are all thresholds / buffer zones 5% or below?


	
	
	

	5.2 Interest: Reference Rate Floors
	Refer to Section 24.7.
	
	
	

	5.3  Cash cover, bonds, guarantees and letters of credit issued by the Bank
	(a) Where credit documentation supporting bonds, guarantees and letters of credit is issued by the Bank, does the Bank have the right to call for cash cover or a cash substitute (e.g. any other security satisfactory to the Bank) at a future date?

(b) Where credit documentation supporting bonds, guarantees and letters of credit is issued by a Bank entity within the NatWest Ring-Fence as part of a syndicate: (i) does the credit documentation/instrument prevent the Bank from being required to advance funds on behalf of the syndicate and (ii) is the credit documentation/instrument drafted so that the Bank is only liable for its pro rata share of the liabilities under such credit documentation/instrument?
(c) Where a Bank entity outside of the NatWest Ring-Fence (e.g. RBS International) agrees to act as an issuing bank, does the issuing bank have the ability to demand cash collateral from the borrower if there is a Defaulting Lender?
	
	
	

	6. Increased costs 

	6.1.
	Is the increased costs clause in line with the standard LMA provision* without material change or exclusion?

Note –the exact LMA wording is not required provided the equivalent (or better) level of protection is afforded.  
*This includes LMA standard FATCA carve outs (if applicable) which is consistent with the FATCA position adopted for the transaction (see further below, Q18).
	
	
	

	6.1.2
	Any Basel II / Basel III carve-out should be limited to ‘known costs as at the date of signing’.  
Where this is not possible, if Basel II has been excluded from the Increased Costs clause have you ensured that Basel III has not also been inadvertently carved out of the Facility Document (e.g. by following the LMA drafting suggestion (or equivalent drafting))?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree not to include the LMA drafting suggestion regarding amendments to Basel II arising out of Basel III.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report, panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (to include the LMA drafting suggestion or equivalent) whenever possible.
	
	
	

	6.1.3
	Has an express provision been added to the Increased Costs clause reserving the Bank’s right to claim an increased cost incurred as a result of Basel III (typically known as a “Basel III carve-in”)?  

Note - this is a separate point to the Basel II carve-out above and is required regardless of whether or not the Facility Document mentions Basel II.  
	
	
	

	6.1.4
	Does the Facility Document reflect the Bank’s requirement that there should not be any carve outs for bank levies?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree to a bank levy carve out.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report, panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (not to include any bank levy carve out) whenever possible.
	
	
	

	7. Costs and expenses 

	7.1 Preparation, enforcement and preservation costs 
	Does the Facility Document contain the borrower’s agreement to pay the amount of all costs and expenses (including legal fees) incurred by any lender, and any administrative party, in connection with the preparation, enforcement or preservation of any rights under any finance document and the transaction security?

Note – if the “preparation” provision is qualified by a “reasonableness” requirement that should not be highlighted as an exception in this Documentation Report (and panel firms may still answer “yes”).  However, any reasonableness qualification to the “enforcement or preservation” provision should be highlighted by answering “No”. 
	
	
	

	8. Representations (and covenants)

	8.1 No default 
	Does the Facility Document contain the following repeating representations:

· no event of default is continuing or reasonably likely to result from the making of a utilisation; and

· the obligor(s) are not in default under any other agreement where such default is likely to have a MAE?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree to a ‘no default’ representation that does not repeat.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report. panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (to include a repeating ‘no default’ representation) whenever possible.
	
	
	

	8.2 Pari passu ranking 
	Does the Facility Document contain an undertaking or a representation made by each obligor confirming that any unsecured claims of a Finance Party against it under the Finance Documents ranks at least pari passu with the claims of its other unsecured creditors?

Note – standard LMA documentation carves-out any creditors whose claims are mandatorily preferred by laws of general application to companies.  Inclusion of this qualification is acceptable and should not be highlighted for internal approval in this Documentation Report.
	
	
	

	9. MAE definition , MAC Representation and MAC Event of Default

	9.1.1 

Material Adverse Effect definition 


	Does the definition of MAE, in substance, cover at least (all three limbs required):

· the business, or financial condition of the obligor(s) or the group taken as a whole (depending upon entities and degree to which credit risk is being taken on each); 

· the ability of the obligors (taken as a whole) to perform their payment obligations under the finance documents; and

· the validity or enforceability of any security granted or purporting to be granted pursuant to any of the finance documents?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree not to have all three limbs above.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report and panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (all three limbs, in substance, covered) whenever possible.
	
	
	

	9.1.2 

Material Adverse Change (MAC) Representation


	Does the Facility Document contain: 

· a representation that there has been no MAC since the date of the original financial statements/financial due diligence (not applicable in relation to SPVs/NewCos to the extent such entity/entities has/have not yet produced financial statements/information); or

· a representation that there has been no MAC since the date of the most recently delivered financial statements?

Is the MAC representation: 

(a) be drafted in such a way that it is an objective test and can be triggered; and

(b) repeating?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree that the MAC representation does not repeat.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report, panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (to include a repeating MAC representation) whenever possible.
	
	
	

	9.1.3

Material Adverse Change (MAC) Event of Default
	Does Material Adverse Change feature as an Event of Default? 

Is the MAC Event of Default specified as having occurred ‘in the reasonable opinion of the [Majority Lenders/Lender]’?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree not to not to have Material Adverse Change featuring as an Event of Default.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report, and panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (to include a Material Adverse Change Event of Default) whenever possible.
	
	
	

	10. Covenants

	10.1.1 Information Undertakings: Compliance Certificates
	Does the Facility Document require that all compliance certificates must be delivered in a form acceptable to the Bank?
	
	
	

	10.1.2 Information Undertakings: Accounting principles and covenant testing 
	Does the Facility Document require the financial statements to be prepared using accounting practices and principles consistent with those applied in the preparation of the original financial statements/financial due diligence and contain market standard protections in the event of any change to such accounting principles or policies (for example, provisions allowing the Bank to call for such information as it may reasonably require in relation to such amendments or provisions enabling the Bank to require amendments to the financial covenants to allow for like for like testing)?
	
	
	

	10.2 Non-Financial Covenants 
	Does the Facility Document contain each of the following undertakings:

· Negative Pledge;

· Restrictions on disposals;

· Restrictions on change in business;

· Restrictions on acquisitions;

· Restrictions on additional indebtedness;

· Restrictions on Merger; and

· any others included in the instructions provided to you by the Bank?
	
	
	

	10.3 Compliance with laws
	Does the Facility Document contain an undertaking that each obligor will comply with all laws to which it is subject?
	
	
	

	11. Events of default

	11.1 Events of Default
	Are the following Events of Default included:

· Non-payment;

· Financial covenants;

· Other obligations;

· Misrepresentation;

· Cross-default;

· Insolvency and insolvency proceedings;

· Unlawfulness; and

· Material Adverse Change?
	
	
	

	11.2 Breach of financial covenants / no grace periods
	(a)    Subject to (b) below, the financial covenants event of default should not be qualified by a grace period.

(b) Where the Bank has agreed an equity cure there should be no grace period over and above the period permitted under the equity cure. 

(c) Facility documentation must not include any mulligan clauses i.e. any clause which either:

(i) provides the ability for a breach of covenant not to be treated as an event of default unless breached for the second time; or

(ii) provides the ability for a breach of covenant not to be treated as an event of default, unless breached for a second time consecutively.

Does the Facility Document meet these requirements?
	
	
	

	11.3 Other obligations
	Is the “Other obligations” event of default* unqualified i.e. there is no MAE qualification?

*i.e. the event of default which covers all the other undertakings in the facility agreement/finance documents which are not already the subject of a specific Event of Default (e.g. see clause 28.3 of the LMA leveraged template).
	
	
	

	11.4 Cross default
	Does the cross default event of default refer to actual cross default (and not just cross acceleration)? 
	
	
	

	12. Changes to Lenders / Obligors

	12.1.1 Transferability 
	Does the Facility Document reflect the Bank’s requirements as set out below?

(a) Subject to (b) and (c) below, there should be no material amendments to the LMA leveraged grade provisions on transferability (i.e. free transferability subject to consultation) and disclosure.   Note – the exact LMA drafting is not required provided the same (or better) level of transferability and disclosure is achieved in substance.  Requests to restrict transferability (for example through minimum hold levels, high transfer fees, minimum credit ratings for transferees, linked transfers, black/white transferee lists and large transfer multiples) should be resisted.

(b) If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree to the LMA investment grade standard of transferability (i.e. consent of the customer which is not to be unreasonably withheld or delayed, such consent to be deemed if the customer has not expressly refused within ten business days of request).  In such cases internal exceptions approval is not required and should not be highlighted as an exception in this Documentation Report.  However, deal teams and panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (free transfer subject to consultation) whenever possible. 

(c) In relation to any transaction originated within the Bank’s Corporate and Institutional Banking business, consent subject to a permitted lender list is acceptable provided the list is extensive (c. 30-50 entities for the Bank’s Infrastructure, Project Finance and WBS teams, and 200-300 entities for the Bank’s Financial Sponsors and Leveraged Finance teams) and includes both banks and funds.  The permitted lender list must not require entities to have a minimum rating or give the borrower any rights to remove entities.  In such cases internal exceptions approval is not required and panel firms should not highlight this as an exception in this Documentation Report.  Note that this applies to transactions originated within the Financial Sponsors business only. 
	
	
	

	12.1.2 Affiliates and Events of Default
	(a) In any case where the Bank has agreed to qualify its right to transfer either with a consultation or a consent requirement, does the Facility Document provide that such consent or consultation requirement will not apply: 

I. where the transfer is (A) to another Lender or (B) an Affiliate of a Lender (and the definition of Affiliate for this purpose is not restricted to Affiliates that are deposit taking institutions, or with minimum ratings, or otherwise); and 

II. while an event of default is continuing?
(b) Subject to paragraph (c) below, in the event that a borrower is not prepared to agree unfettered consent for transfer to Affiliates in the primary facility documents it will be sufficient to obtain a bilateral agreement with the borrower giving prospective consent for the bank transferring to an Affiliate in the event that the bank cannot be a lender under the Facility Document as a result of ring-fencing requirements. 

(c) If the Bank’s deal team has confirmed to you that: (i) it has brought any concerns as to RFI exposures (raised as part of the RFI identification process or which subsequently arise) to the attention of Capital Management and (ii) they are comfortable that the certain funds period does not exceed market norms, then during a “certain funds period” it has been risk-accepted that there will be a permitted temporary block on the Bank’s ability to transfer to Affiliates. 
	
	
	

	12.1.3 Security over lenders’ rights
	Does the Facility Document include the standard LMA (or equivalent) Security over Lenders’ rights clause?
	
	
	

	12.2 No assignment or Transfer by customer
	Does the Facility Document provide that the customer may not assign or transfer any of its rights or obligations?
	
	
	

	12.3 Disclosure to numbering service providers
	Where the Facility Document has been drafted on a syndicated or syndicatable basis, does the Facility Document include the LMA (or equivalent) Disclosure to Numbering Service Providers clause? 
	
	
	

	13. Termination Date 

	13.1 Termination Date
	Does the facility documentation specify the final maturity date / termination date advised to you by the Bank’s relevant business team? Do all fixture periods/interest periods end on or prior to such maturity date?
	
	
	

	14. Interest Periods

	14.1 Interest Periods
	Are all interest periods for a period of 1, 3 or 6 months?
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree to the inclusion of other specific pre-agreed interest periods provided each of those interest periods is 9 months or less.  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report and panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (1, 3 or 6 months) whenever possible.
	
	
	

	15. Set-off

	15.1 Obligors’ right of set-off
	Does the Facility Document provide that all payments to be made by the obligors shall be made free and clear of and without any deduction for set-off or counterclaim?

Note – a qualification which confirms that the restriction on obligor set-off does not affect the operation of any payment or close-out netting in respect of any amounts owing under hedging agreements (where the hedging agreements are finance documents) is acceptable and should not be highlighted in this Documentation Report as requiring internal exceptions approval. 
	
	
	

	15.2 Set-off 
	Does the Facility Document contain an express right of set-off for the Finance Parties which at all times permits set-off of matured obligations due from obligors under the Finance Documents against any matured obligation owed by a Finance Party to that Obligor?

Note – a qualification which states that the Bank’s right of set-off only takes effect once an Event of Default has occurred should be resisted in all circumstances and where it is not possible to have that qualification removed this should be recorded as an exception to the minimum standard. If there is a netting arrangement in place (for example, as part of a group overdraft) that is subject to the terms of the Facility Document or if there is any chance of a netting arrangement being put in place in future that could be subject to the Facility Document any such qualification will negatively affect the Bank’s ability to net report and cannot be approved by the relevant exceptions approver.
If the Bank’s deal team has confirmed to you that the customer is considered investment grade, deal teams may agree a set-off provision that only takes effect once an Event of Default has occurred (provided that there is no netting arrangement in place/a netting arrangement has not been requested/a borrower is not likely to request to put a netting arrangement in place).  In such cases internal exceptions approval is not required however, the exception must still be recorded by the deal team. This should be highlighted in this Documentation Report, panel firms should bear in mind that this is not our preferred standard and should push for our preferred minimum standard (set-off not restricted to when an Event of Default has occurred) whenever possible. If the qualification relates to the occurrence of an Acceleration Event or a Declared Default (or similar concept), exceptions approval is still required.
	
	
	

	16. Governing law and enforcement

	16.1 Governing law
	Is the Facility Document governed by the law of and do the obligors submit to the jurisdiction of:

· England;

· Scotland; or

· in the case of RBSI, Lombard Offshore or for Trade Finance Bills Discounting Facilities, the relevant approved offshore jurisdiction?
	
	
	

	16.2.1 Article 55 Bank Recovery and Resolution Directive 


	Where facility documentation is governed by the laws of a Non-EEA jurisdiction, the LMA Article 55 bail in language must be included (unless RBSI is the sole lender).

Does the facility documentation reflect this requirement?
	
	
	

	16.2.2  

Article 55 Bank Recovery and Resolution Directive
	Where security documentation is governed by the laws of a Non-EEA jurisdiction, the LMA Article 55 bail in language must be included in the security documents or the principal finance documents (unless RBSI is the sole lender).

Does the facility documentation reflect this requirement?
	
	
	

	17. Language

	17.1 English language
	Is the facility documentation in the English language?
	
	
	

	18. FATCA (Foreign Account Tax Compliance Act)

	18.1 FATCA – Lender risk 
	Where FATCA withholding has been identified as a risk, please can you confirm (in the comments column opposite) how the Facility Document allocates this risk as per the following classification: 

(a) borrower risk; 

(b) lender risk (based on standard LMA lender risk provisions or equivalent borrower carve outs to the tax indemnity and increased costs provisions in bilateral transactions); or

(c) other (please specify). 
	
	
	

	18.2 FATCA – Lender risk
	In any case where the Facility Document allocates FATCA withholding as a lender risk:

(a) is the Agent (in club/syndicated transactions) operating from the US, the UK or another partner jurisdiction (i.e. a jurisdiction which has signed a FATCA intergovernmental agreement with the US); and

(b) is the loan being booked from the UK or, for RBSI facilities, an RBSI jurisdiction?   

If the answer to either (a) or (b) is no, please indicate (as appropriate) the jurisdiction(s) of operation and the jurisdiction in which the loan is being booked.
	
	
	

	19. Amendments and Waivers

	19.1 Amendments and Waivers
	Any amendments or waivers to the following Facility Document provisions must require all lender consent:

· the definition of ‘Majority Lenders’;

· an extension to the date of payment  of any amount under the finance documents;

· a reduction in the margin or a reduction in the amount of any payment of principal, interest or fees;

· an increase in any commitment, an extension of the availability period or any requirement that a cancellation of commitments reduces the commitments of the lenders rateably;

· a change to the provision detailing the finance parties’ rights and obligations;

· a change to the composition of the borrowers and guarantors (other than in accordance with an express provision of the Facility Document which provides for changes to the obligors);*
· a change to the lenders transfer, assignment or sub-participation rights;

·  the governing law or jurisdiction of the Facility Document;

· the nature or scope of the guarantee and indemnity

· if the transaction is secured, any amendment to the nature or scope of the security;

· if there is an intercreditor agreement, any amendment to the order of priority or subordination under such intercreditor agreement?
* please see 23.1 (Accession) – where this All Lender point is not included in the documentation it will mean that by default amendments following something less than All Lender consent can be used to introduce a new borrower. Where this is the case then, without exception, Bank must retain the ability to freely transfer to its Affiliates.

In addition and where the Bank does not have the right to transfer to an Affiliate in accordance with item 12.1.2 above, do the following amendments or waivers to the Facility Document provisions also require all lender consent:

· a change to the nature or scope of the set-off provisions;

· a change, or inclusion of an option providing for a change, to the interest calculation such that interest is no longer calculated on the basis of a fixed or orthodox rate;

· a change to the turnover/loss sharing provisions as described in Section 22 (Loss Sharing Provisions). 
(for the avoidance of doubt, as long as the Bank has an unfettered right to transfer the facility to Affiliates in accordance with item 12.1.2 then these three additional provisions are N/A).
	
	
	

	19.2 Changes to reference rates (formerly Replacement of Screen Rate)
	Any amendment or waiver which relates to providing for the use of a replacement benchmark rate must require majority lender consent. Any material deviation from the latest LMA “Changes to reference rates” provision must be flagged to the deal team by external counsel.  
	
	
	

	20. Embedded Derivatives

	20.1 Embedded Derivatives
	The agreement must not contain any embedded derivatives.  An agreement will contain an embedded derivative if it provides:

· for interest or other return to be calculated other than on the basis of a fixed or orthodox floating rate (for example, interest or other return calculated on the basis of an RPI-linked or commodity-linked rate will be an embedded derivative); and/or

· for principal to be repaid in a different currency to the currency in which the facility was originally advanced and the conversion of the facility from its existing currency into the new currency is not calculated at the spot rate of exchange. 
Is the Facility Document drafted so that it does not contain embedded derivatives as described above?
	
	
	

	21. Ancillary Facilities

	21.1 Ancillary Facilities
	Where the agreement contains ancillary facility provisions, the options of a ‘derivatives facility’, ‘foreign exchange facility’ and/ or any other type of ancillary facility that the ring-fenced bank would be prohibited from providing under ring-fencing legislation, does:
· the Facility Document allow Affiliates to act as ancillary lender;

· the definition of ‘Affiliate’ include NatWest Markets Plc (or another non-ring-fenced bank with the ability to provide such ancillary facility).  The LMA standard definition of ‘Affiliate’ will include NatWest Markets Plc.

· the Facility Document contain LMA ancillary loss sharing provisions and there is no other exposure of the ring-fenced bank to NatWest Markets Plc (or another non-ring-fenced bank) in relation to such ancillary facilities provisions (see item 22.1 below).
	
	
	

	22. Fronting Obligations and Loss Sharing Provisions

	22.1 Fronting Obligations and Loss Sharing Provisions
	Under Ring-Fencing rules the Bank cannot assume an exposure under the Facility Document or a related intercreditor agreement that exceeds its commitments and can generally only have exposures to other lenders if a regulatory exception applies. 

Is the Facility Document (or related intercreditor agreement) drafted such that loss sharing provisions are:

(i) in LMA terms or equivalent; or

(ii) if not LMA or equivalent, drafted such that the requirements set out below are met?

If loss sharing provisions (whether in the Facility Document or in a related intercreditor agreement) are in substance different to the LMA standard loss sharing terms, please confirm that:

(i) the Bank does not have fronting obligations in relation to any aspects of the financing (for example, as an issuing bank under letters of credit as a fronting bank under swing lines)? If the Bank does have such obligations, please provide a summary of these; 

(ii) the following are provisions in substance the same as the LMA standard provision.  If different, please provide a summary of the differences and how they could impact the Bank, including whether the Bank could be assuming obligations in excess of its commitments:

a. Facility Document: 

i. Adjustment for Ancillary Facilities upon Acceleration 

ii. Sharing among the Finance Parties 

Note that in some LMA precedent loan agreements the equivalent clause may be titled “Loss Sharing”. 

b. intercreditor agreement

i. Turnover of Receipts 

ii. Redistribution 

iii. Equalisation

(iii) there are no  arrangements which require other lenders to purchase a portion of the Bank’s exposure under a facility, where there is greater than the Bank’s overall pro rata share (excluding any such obligation which arises on a default or an acceleration of the debt)?  If there are such arrangements, please provide a summary of these.

(iv) the documentation does not provide for any amounts owing to the Bank be paid to it by another lender (excluding any arrangements or payments already considered in (i) to (iii) above, and payments on a transfer of rights and obligations to another lender).  If there are such arrangements , please provide a summary of these. For the avoidance of doubt amounts payable to a lender from an obligor via the facility agent, security agent/trustee or receivables purchaser are not intended to be captured by this question.
	
	
	

	23. Accession

	23.1 Accession
	Where the Bank does not have the right to transfer to an Affiliate in accordance with section 12.1.2 (a) above, if the Facility Document allows for accession by other borrowers this must be subject to the Bank’s unfettered consent (i.e.: for a syndicated facility, this requires All Lender consent to approve).
Additionally where there is no specific accession clause or similar mechanic, but it is nevertheless possible by any other means in the documentation for a new borrower to accede or be introduced into the structure without All Lender consent (for example, by virtue of the fact that changes to the composition of borrowers or guarantors is not specifically listed as an All Lender decision in the amendments and waivers clause), then the Bank must retain the ability to freely transfer to an Affiliate without restriction (such as obtaining prior written consent).
Does the Facility Document meet this requirement?

For the avoidance of doubt, as long as the Bank has an unfettered right to transfer the facility to Affiliates in accordance with item 12.1.2 then this minimum standard is N/A.

It has been risk-accepted that during a certain funds period there will be a permitted temporary block on the Bank’s ability to transfer to Affiliates. As such, a temporary block during the certain funds period will not trigger an exceptions approval provided that the requirements of 12.1.2(a) above are complied with outside of any certain funds period. 
	
	
	

	24. Interest Rates – refer to Appendix 1 for additional guidance

	24.1 Interest Rates: Fallback Rates
	For any Sterling, US Dollar (using overnight SOFR in compounded or Term form) or Swiss Franc transactions a fallback interest reference rate must be included in documentation and must not include a reference to “cost of funds” (or a similar term) and instead use the applicable currency’s central bank rate or, in the case of US Dollar Term SOFR transactions, one of the fallbacks in the Term SOFR Agreement. Note that the Term SOFR Agreement does not include simple SOFR as a fallback and any request to include this must flagged to the deal team by external counsel.
Does the Facility Document meet these requirements?
Where a transaction is in Euro, the European Central Bank fallback recommendations for EURIBOR fallbacks must be included as set out in the LMA’s exposure draft Multicurrency Term and Revolving Facilities Agreement incorporating a Letter of Credit Facility and Backward Looking Compounded Rates and Forward-Looking Term Rates with Rate Switch Provisions (with option for Lookback without or with Observation Shift) and Term €STR Fallbacks from EURIBOR (the “Term ESTR Fallback Exposure Draft”). The LMA “Cost of funds” (or a similar term) must not be included as a fallback. See Guidance section Appendix 1 for detail on EURIBOR fallbacks.
For any Japanese Yen transactions, there is no comparable Central Bank Rate so cost of funds must still be sued as fallback to TONA (the fallback is typically historic TONA followed by cost of funds).

Does the Facility Document meet these requirements?

	
	
	

	24.2 Interest Rates: Interest Rate Benchmarks
	For all Sterling, Japanese yen or Swiss franc transactions, or where these currencies are available currencies under a multi-currency loan,  the applicable benchmark in the Facility Documentation must be the agreed RFR.
Does the Facility Document meet these requirements?
The Bank’s default methodology for compounded RFRs uses a daily cumulative compounded rate (“CCR”) with a five day rate set lag, i.e. ‘lookback without observation shift’. In the Compounded Rate/Term Rate Agreements, the LMA has adopted the use of a daily non-cumulative compounded rate (“NCCR”) which is appropriate in the syndicated loan market where lender participations may change. Either the Bank’s standard form drafting or the LMA definitions of CCR and NCCR may be used. For the avoidance of doubt, inclusion of ‘lookback with observation shift’ does not meet these requirements and requires flagging to the Deal team.
US dollar
There are two acceptable market approaches for US dollar transactions which do not require approval:

· use of a dailyCCR or NCCR RFR as detailed above; or
· use of CME Term SOFR, a forward-looking rate determined by reference to swaps.

Euro
Where the borrowing currency is Euro, or there is a Euro option in a multi-currency facility, the applicable benchmark rate must be EURIBOR.
Where a Euro “swing-line” is included, the applicable benchmark must be the Euro Short Term Rate
Does the Facility Document meet these requirements? Please flag any material deviation to the Bank’s standard form drafting and/or the LMA drafting or the use of any methodology other than as set out above.
	
	
	

	INTENTIONALLY LEFT BLANK 
	INTENTIONALLY LEFT BLANK 
	
	
	

	24.4 Interest Rates: Credit Adjustment Spread (“CAS”)
	For all new or refinanced Sterling, Japanese yen, US dollar and Swiss franc transactions or where sterling, Japanese yen, US dollar or Swiss franc are available currencies under a new or refinanced multi-currency loan, there there should be no separate CAS as any CAS will have been priced in at the outset/upon refinancing of the transaction. Any request to include CAS in these circumstances must be referred to the Deal team. 
For sterling, Japanese yen, US dollar and Swiss franc transactions that are being amended and extended where there is no re-pricing event and where a separate CAS figure is already included, the separate CAS figure should remain.
For euro deals which include the fallback waterfall from the Term ESTR Fallback Exposure Draft, a CAS should be applied to Term ESTR when switching to that rate from EURIBOR.
Does the Facility Document meet these requirements? Please flag any material deviation to the Bank’s standard form drafting (which can be found on the Transactional Support Website).
	
	
	

	24.5 Interest Rates: Break Costs
	For any non-RFR currency, (including any fallback to a non-RFR currency which uses a term rate e.g. Term ESTR),the Facility Document must provide that break costs are payable when a loan is repaid on a day other than on the final day of its interest period; 

Subject to section 24.6 below, for all transactions  based on an RFR, break costs should not be payable in the Facility Document.
Does the Facility Document meet these requirements?
	
	
	

	24.6 Interest Rates: Voluntary Prepayment
	For transactions, where a compounded RFR is the applicable benchmark rate voluntary prepayment of a loan on a day other than the last day of its interest period should be permitted no more than four times in any 12 month period. If the facility has multiple tranches, the limitation applies at tranche level.  For clarity, this limitation does not apply to individual fixtures within a tranche or a loan.
For all transactions where a term rate is the applicable benchmark rate,  voluntary prepayment of a loan is permitted provided applicable notice is served and break costs are payable if payment is not on the last day of the interest period for that loan.
Does the Facility Document meet these requirements?
	
	
	

	24.7

Interest Rates: Reference Rate Floors

 
	The facility agreement should contain drafting which floors the interest reference rate at zero in the event that the applicable reference rate goes negative.

For the avoidance of doubt, neither an ‘all-in’ floor nor a floor set above zero meets this requirement and must be flagged to the deal team by external counsel.
For all transactions where a separate CAS is permitted in accordance with 24.4 above, the Facility Document must contain drafting which provides that the zero floor applies to the aggregate of the interest reference rate and any applicable CAS.
Any other floor methods must be referred to the Deal Team.
Does the Facility Document meet these requirements? 
	
	
	

	 INTENTIONALLY LEFT BLANK
	 INTENTIONALLY LEFT BLANK
	
	
	


Variations to Minimum Standards for US Transactions

	Section
	Checklist
	Yes
	No
	Clause Reference and Comment

	3.2 Currency Redenomination Risk
	Where facilities are to be made available to entities within Eurozone Periphery countries, is the Facility Document governed by U.S. law or English law?
	
	
	

	4.1 

Change of Control / Ownership 
	Does Change of Control feature as an event of default or as an event requiring mandatory prepayment?
	
	
	

	6.1 

Increased Costs
	Does the facility documentation include additional cost provisions consistent with U.S. Market?
	
	
	

	8.2 

Pari passu ranking 
	The ranking, as determined by local law/regulation, the intercreditor agreement and the facility and security documentation, must reflect that approved by Credit (as notified to you by your relevant Bank contact).

Does the documentation reflect this requirement?
	
	
	

	10.1.2

Information Undertakings: Accounting principles and covenant testing
	INFORMATION ONLY: The inclusion of frozen accounting principles is not a minimum standard for US transactions.
	
	
	


4. Security 

Where you have been instructed by the Bank to draft/negotiate (or procure from foreign counsel where relevant) security documentation to secure the obligations of the borrower(s) under the Facility Document, can you please confirm the following in relation to such security documentation: 
	Issue
	Yes
	No
	Comment

	Is the security capable of transfer or disclosure consistent with the Bank’s transfer and disclosure rights under the Facility Document?
	
	
	

	If the security document is not drafted on the basis of a Bank template, have you provided (or obtained) a legal opinion confirming that the security document is legally effective and enforceable?
	
	
	


5. Additional Confirmation

This section is applicable where the Bank has provided you with group of accounts documentation and asked you to give the following confirmation around the ability of the Bank to report net balances under that documentation. 
	Section
	Checklist
	Yes
	No
	N/A
	Comment 



	Group of Accounts and Cross Guarantees 
	If the Bank has provided you with copies or drafts of any overdraft, group of accounts agreements and/or cross guarantee agreements (together “Group of Accounts Documentation”) in respect of facilities made available to the Borrower or other members of the Borrower’s group, can you confirm that the Facility Document and any related security and intercreditor documentation: 

· do not prohibit or amend the Group of Accounts Documentation; and

· do not limit the Bank’s ability to rely on its rights of set off and net management included in the Group of Accounts Documentation and so to report balances net under the Capital Requirements Regulation?
	
	
	
	


6.   Final Confirmation  

We confirm to the Bank that (a) the above report accurately reflects the terms of the documentation reported on and (b) if the terms of such documentation are amended after this date and prior to completion of the transaction we will notify you immediately if any amendment would alter any of our answers above. 

_______________________________________ (sign)

Partner for and on behalf of 

Appendix 1 – Additional LIBOR transition guidance related to Section 24 – Interest Rates above
For the avoidance of doubt, the Bank can accept the use of either (i) its internal standard form document or (ii) the LMA’s Rate Switch Agreement (lookback without observation shift) provided that, in each case, the relevant document meets the standards set out in this Documentation Report or any deviation to these standards is flagged as an exception and the relevant internal approval is obtained.

	Section reference
	Guidance

	24.1 Interest Rates: Fallback Rates
	Where cost of funds is included in the Facility Document and is only triggered as a result of market disruption (i.e. where the cost to a lender of funding its participation in a loan exceeds the applicable reference rate) this does not require exceptions approval. Where market disruption language is resisted by the borrower, or where a syndicate has agreed to remove, no approval is required to remove it.
This following requirement applies to all compounded rate RFR based transactions. Where Term SOFR is used for USD, fallbacks should reflect the LMA’s Term SOFR Agreement – see below. For euro transactions, fallbacks should reflect the LMA’s Term ESTR Fallback Exposure Draft – see below.
The Bank’s preferred fallback to a central bank rate uses the last published central bank rate. Provided there is a maximum lookback of five days, the LMA formulation for interest rate fallbacks is also acceptable.
External counsel to flag any material deviation to the drafting set out in paragraphs (b) and (c) below and/or the LMA drafting (as applicable). 

The minimum standard drafting below can be used. This drafting and the definitions set out in the drafting can be found in limbs (b) and (c) of the definition of “Daily Rate”* in the relevant currency schedule of our RFR documentation which can be found on the Transactional Support Website. 

(b) if the [relevant currency] Fallback Screen Rate is not available, the [relevant currency] Central Bank Rate prevailing at close of business on the relevant London Banking Day plus the mean of the spread of the [relevant currency] Fallback Screen Rate to the [relevant currency] Central Bank Rate over the previous five days on which a [relevant currency] Fallback Screen Rate has been published, excluding the highest spread (or if there is more than one highest spread, one only of those highest spreads) and lowest spread (or, if there is more than one lowest spread, only one of those lowest spreads) to the [relevant currency] Central Bank Rate; or 
(c) if that rate is not available, the last publicly available [relevant currency] Central Bank Rate prior to the relevant London Banking Day plus the mean of the spread of the [relevant currency] Fallback Screen Rate to the [relevant currency] Central Bank Rate over the previous five days on which a [relevant currency] Fallback Screen Rate has been published, excluding the highest spread (or if there is more than one highest spread, one only of those highest spreads) and lowest spread (or if there spread than one lowest spread, one only of those lowest spreads) to the [relevant currency] Central Bank Rate.
An alternative approach is to deriving the spread to Central Bank Rate is “…plus the 20 per cent trimmed arithmetic mean (calculated by the Lender) of the Central Bank Rate Spreads for the five most immediately preceding RFR Banking Days for which the relevant RFR is available.”  This approach is acceptable and does not need to be flagged.
Term SOFR

The Term SOFR Agreement sets out two fallback options as follows:

· use of compounded overnight SOFR (or if an overnight SOFR is unavailable, a compounded daily central bank rate with the option of the addition of a specified adjustment spread) using the framework for the use of compounded daily rates that applies in the document for other currencies such as sterling and Swiss francs; or

· immediate use of a central bank rate (fixed at the level prevailing at the start of the relevant Interest Period) with the option of the addition of a specified adjustment spread.

These options are presented in the alternative and as mutually exclusive. This reflects the fact that the use of a central bank rate in each option means that they are incompatible for use together.
Fallbacks to EURIBOR
On 11th May 2021, the European Central Bank (ECB) through its Working Group on Euro Risk-Free Rates (“WGERFR”) issued recommendations on EURIBOR fallback trigger events and €STR-based EURIBOR fallback rates.
In December 2022, the WGERFR noted that the rate of adoption of ESTR based EURIBOR fallbacks in the loan markets was low and agreed to prepare further guidance for this market. 

The Term ESTR Fallback Exposure Draft provides a documentary framework for the WGERFR fallback recommendations and are structured into three provisions:

· temporary fallbacks to EURIBOR in the event of unavailability of EURIBOR before a permanent cessation or non-representativeness of EURIBOR; 

· a permanent rate switch from EURIBOR to an alternative term rate upon the permanent cessation or non-representativeness of EURIBOR; and

· following that permanent rate switch, fallbacks to the alternative term rate in the event of any unavailability of the alternative term rate.

Prior to a permanent rate switch upon cessation or non-representativeness: 

EURIBOR > Interpolated rate > [Shortened interest period and historic/interpolated historic rates] > Term ESTR (this may be provided by either FTSE or EMMI Efterm) plus CAS > Interpolated Term ESTR plus CAS > Central bank rate plus optional central bank rate adjustment. 

Following a permanent rate switch upon cessation or non-representativeness:

EURIBOR > Term ESTR (either FTSE or EMMI Efterm) plus CAS > Interpolated rate > [Shortened interest period and historic/interpolated historic rates] > Fallback Term ESTR (i.e. whichever of FTSE Term ESTR or EMMI Efterm Term ESTR has not already been specified in the fallback waterfall) > Interpolated fallback Term ESTR > Compounded ESTR (including built in fallbacks to Compounded ESTR).
 

Our preference for any central bank rate is to use the rate for the deposit facility of the ECB (option (3) of the Term ESTR Fallback Exposure Draft ‘Central Bank Rate’ definition).


	24.2 Interest Rates: Interest Rate Benchmarks
	Minimum standard drafting of the interest calculation provisions and methodology can be found in the relevant currency schedule of our RFR  documentation which can be found on the Transactional Support Website. Any material deviation from our standard form drafting or the drafting contained in the relevant schedules of the Compounded Rate/Term Rate Agreements, Term SOFR Agreement must be flagged to the deal team.
With respect to rounding principles in the Facility Document, where a compounded RFR is used, the Daily rate for SONIA and SARON  are to be rounded to four decimal places and SOFR and TONA are to be rounded to five decimal places. Daily NCCRs are not rounded, un-annualised CCRs are not rounded, but annualised CCRs are rounded. If the same rounding conventions are used in both NCCR and CCR, then the interest amount will be identical.
For US dollar transactions, external counsel to flag any material deviation to LMA drafting (if based on the laws of England and Wales, Scotland or Northern Ireland) or LSTA hard wired approach (if based on New York Law) for either NCCR or Term SOFR methodology.


	24.4 Interest Rates: Credit  Adjustment Spread (“CAS”)
	Minimum standard drafting of CAS can be found in the relevant currency schedule of our RFR documentation which can be found on the Transactional Support Website.
The Bank’s preferred calculation for any Central Bank Rate Adjustment uses a trimmed mean of the difference between the RFR and the relevant Central Bank Rate over the previous five days. 

The LMA’s Compounded Rate/Term Rate Agreements provide optional language to set a baseline CAS where parties wish to identify changes in margin resulting from pricing an RFR loan.  We do not support this optional language. 
The five-year historical median spread adjustment should be used as the CAS on euro deals which include the Term ESTR Fallback Exposure Draft waterfall. 
For externally drafted syndicated/syndicatable loans only – Where a borrower requests different CAS levels for each interest period, we will agree to this but this requires pre-approval from Product and so must be flagged to the deal team.
The Bank’s policy for the CAS to be set at the point of transition, and not at signing aligns with the principal that there should be no transfer of economic value as a result of transition. In the same way that LIBOR rates would not be set or known in advance (other than in relation to a specific drawing) CAS should be set at the point of transition. It is recognised that other market participants (particularly borrowers) may prefer to set the rate at signing, but this approach should be robustly opposed. Any request for CAS to be set other than at the point of transition must be highlighted by external counsel to the deal team as requiring exceptions approval. 

	24.5 Interest Rates: Break Costs
	The Bank’s policy is that break costs are not required in a compounded RFR loan as compounded RFRs are daily rates and there is therefore no match funding to break and as a consequence no re-investment risk. Where other banks have a different view and require inclusion of break costs, this must be highlighted by external counsel to the deal team as requiring exceptions approval.

Break costs continue to be required for loans which use a term rate as the reference rate e.g. EURIBOR (this includes Term ESTR where it is a fallback to EURIBOR) and Term SOFR

	24.6 Interest Rates: Voluntary Prepayment
	Due to the lack of breakage costs in a compounded RFR loan, we should seek to limit the number of prepayments to ensure there is no increase in operational resource requirements. The ability to make more than four voluntary prepayments in any 12 month period requires exceptions approval.
As set out in 24.5 above, some of our peers, or customers wishing to have access to more than four prepayments have agreed to leave breakage costs in place, we will agree to this if we are in the minority on a syndicated loan only, or where the breakage cost is set at a pre-agreed fee per breakage.  Any such fee must be highlighted by external counsel to the deal team as requiring exceptions approval.


	24.7 Interest Rates: Reference Rate Floors


	LMA documentation contains drafting which reflects this requirement and we would expect panel firms to use this (or equivalent) drafting. Current LMA wording states that if the aggregate of the Daily Rate and the applicable CAS are less than zero, the Daily Rate shall be deemed to be such a rate that the two combined equal zero. This wording is acceptable and aligns with the recommendation of the £RFRWG and the Bank’s policy.
Where any other floor method is contemplated, please refer to the Deal team. 
The purpose of this provision is to be explicit that the Bank will not pay a borrower in a negative rate scenario and to protect margin.  Note therefore that if the Facility Document contains an “all in” floor instead of a reference rate floor, that would not meet the minimum standard requirements and the usual exceptions process would need to be followed. An “all in” floor is a provision which prevents the blended reference rate (plus CAS, if applicable) and margin from going negative.  Under an “all in” floor the Bank would suffer all or partial margin erosion in the event of the reference rate going negative. 
All-in floors 
If after discussion with the customer a reference rate floor or Aggregated Reference Rate floor (as applicable) as required by this minimum standard cannot be agreed then the deal team should seek approval from Product via EMS for an all-in floor.

If an all-in floor is resisted by the customer, this must be escalated to CPC (or franchise equivalent) for discussion/approval. 

Reference rate floors above zero 
Where the facility agreement contains drafting which floors the interest reference rate or Aggregated Reference Rate (as applicable) above zero this should still be signed off by Product through EMS, notwithstanding it meets the requirement for clarity in documentation and is a commercially superior position than an all-in floor of zero. 

Interest Rate Risk Management / Hedging 
Floors are not a feature of International Swaps and Derivatives Association (“ISDA”) documentation which governs standalone hedging arrangements.  If the facility agreement contains a reference rate floor or Aggregated Reference Rate floor (as applicable) as required by this minimum standard, that can lead to an opaque cost and risk to the customer if hedging is in place.  In order to ensure that customers are fully aware of the differing approaches to negatives rates in their loan documentation and ISDA, the standard NatWest Group IRRM sales process must be followed.  This is because the sales process involves the customer being provided with scenario analysis and commentary regarding the disconnect between loan and ISDA documentation.


� For example, where the facility document:


is designated as a “Finance Document” (or similar/equivalent term) for the purposes of a separate senior facilities agreement but is not a carve-out facility; or 


is an extra line of credit which runs alongside other lending but is standalone in the sense that it is not designated as a “Finance Document” under a separate senior facilities agreement. 
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