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Considerations Relating to Precautionary 
Revolver Borrowing in Today’s Turbulent 
Economic Environment 

 

In light of the tremendous turmoil in global markets during the last month resulting from coronavirus-

related fears and the plunge in oil prices, many companies are focused on ensuring that they have 

sufficient liquidity to support their operations during a potentially prolonged economic downturn.  

In addition to recently announced revolver upsizings by major corporate borrowers, news reports indicate 

that some companies have considered drawing down under existing revolving or term credit facilities and 

“banking” the funds to ensure that cash remains available to them.  For example, according to recent 

Bloomberg reports, Boeing imminently intends to draw down in full a February 2020 $13 billion delayed-

draw term loan facility (with commitments that ran through August 2021). 

Below are some points for borrowers to consider as they navigate their options in today’s tumultuous 

economic climate: 

1. Borrowers are generally required to bring down credit agreement representations and warranties 

(in all material respects) in connection with a revolving credit facility borrowing.  Borrowers should 

focus in particular on the language of their “no material adverse change” and solvency 

representations, including whether the MAC representation covers a material adverse change in 

the borrower’s business “prospects,” and whether the solvency representation is limited to 

historical solvency (at the time of an LBO, for example) or is pro forma for the borrowing being 

made. 

2. Borrowers should review their credit agreements for “force majeure” or similar provisions that 

might excuse a revolving lender’s obligation to lend in bad economic environments. (Generally in 

our experience, committed facilities do not include such provisions.) 

3. Borrowers should remember that notwithstanding the language of their respective contracts, they 

remain subject to counterparty credit risk. 

4. Many sponsor-backed borrowers have financial covenants applicable only to their revolving credit 

facility that are triggered when the revolving credit facility is drawn in excess of certain thresholds 

(generally between 30-40%).  Often certain items (e.g., undrawn letters of credit) are excluded, 

subject to a cap.  Borrowers should refamiliarize themselves with these covenants (what the 

levels are, when the covenant is tested, updated compliance projections, etc.) 
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5. Borrowers that are SEC registrants should consider whether a material borrowing under their 

revolving credit facility triggers a Form 8-K disclosure obligation under Item 2.03 (Creation of a 

Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a 

Registrant). 

6. Ultimately, each borrower will need to make a business judgment and weigh the additional costs 

of borrowing prophylactically against macroeconomic market risks and risks that may affect a 

particular borrower, because of its industry or particular situation, differently from the overall 

market. 

* * * 
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This memorandum is not intended to provide legal advice, and no legal or business decision should be 

based on its contents. If you have any questions about the contents of this memorandum, please call your 

regular Fried Frank contact or an attorney listed below: 

Contacts: 

New York 

Emil Buchman +1.212.859.8298 emil.buchman@friedfrank.com  

Daniel J. Bursky +1.212.859.8428 daniel.bursky@friedfrank.com 

Julian S.H. Chung +1.212.859.8957 julian.chung@friedfrank.com  

Mark S. Hayek +1.212.859.8890 mark.hayek@friedfrank.com  

Stewart A. Kagan +1.212.859.8550 stewart.kagan@friedfrank.com  

Meredith L. Mackey +1.212.859.8974 meredith.mackey@friedfrank.com  

Brian D. Murphy +1.212.859.8929 brian.murphy@friedfrank.com  

J. Christian Nahr +1.212.859.8264 j.christian.nahr@friedfrank.com 

F. William Reindel +1.212.859.8189 f.william.reindel@friedfrank.com 

Caroline Sandberg  +1.212.859.8071 caroline.sandberg@friedfrank.com 

Ezra Schneck +1.212.859.8764 ezra.schneck@friedfrank.com  

Adam D. Summers +1.212.859.8992  adam.summers@friedfrank.com 

Jan Sysel +1.212.859.8713  jan.sysel@friedfrank.com 

Ariel Zell +1.212.859.8449  ariel.zell@friedfrank.com 

Frankfurt 

Jérôme S. Friedrich +49.69.870.030.222 jerome.friedrich@friedfrank.com 

London 

Neil Caddy  +44.20.7972.9675 neil.caddy@friedfrank.com 

Kathryn Cecil +44.20.7972.9624 kathryn.cecil@friedfrank.com 

Jons F. Lehmann +44.20.7972.9149 jons.lehmann@friedfrank.com 

Washington, D.C. 

Ryan S. Plasky  +1.202.639.7430 ryan.plasky@friedfrank.com 
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