MEMORANDUM
March 13, 2012

To: File on Section 619 of the Dodd-Frank Wall Street Reform and Consumer Protection Act
(“Dodd-Frank Act”)

From: Parisa Haghshenas
Office of Investment Adviser Regulation
Division of Investment Management

Re: Meeting with The Loan Syndications & Trading Association

On March 13, 2012, representatives of the Loan Syndications & Trading Association
(“LSTA”) and WilmerHale participated in a meeting with Securities and Exchange Commission
(“SEC”) staff from the Division of Investment Management (“IM”), the Division of Trading &
Markets (“TM”), Division of Corporation Finance (“CF”), and the Division of Risk, Strategy
and Financial Innovation (“RF”).

The representatives of LSTA that were present at the meeting were: Elliot Ganz and Tess
Felfe.

The representative of WilmerHale that was present at the meeting was: Yoon-Young Lee.

The following members of 1M staff participated in the meeting: Tram Nguyen, Michael
Spratt and Parisa Haghshenas.

The following members of TM staff participated in the meeting: Josephine Tao, Elizabeth
Sandoe, Gregg Berman, Andrew Bernstein, Amar Kuchinad, Linda Sundberg, Angela Moudy,
and Lisa Skrzycki.

The following members of CF staff participated in the meeting: David Beaning,
Katherine Hsu, Andrew Schoeffler and Chauncey Lane.

The following member of RF staff participated in the meeting: Adam Glass.
The topic of discussion was the restriction on hedge fund and private equity fund

investments under Section 619 of the Dodd-Frank Act. LSTA submitted the attached handout in
connection with the meeting.



The Volcker Rule:

1Challenges and proposed Solutions _“o_. =_m _..oms _smwxmﬂ

Elliot Ganz — General Counsel, LSTA
Tess Felfe — Assistant General Counsel, LSTA
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_ LSTA Member Firms include...

SELLSIDE A [BUYSIDE
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_{Oppenheimer & Co. JCIBC World -Markets Eliott Mgmt Silver Point Capital First Trust Advisors Thrivent Financial
Santander GE Capital Feingold O'Keefe Capital Stone Tower Guardian Life Ins Watershed Asset Mgmt |
Scotia Capital HSBC Fidelity Investments Sumitomo Trust & Banking| ~ [Guggenheim Partners [Wellington Mgmt
Societé Genérale N N Fortress Invesiment . . .

B g {Mizuho Financial - . Group Symphony Asset Mgmt Hillmark Capital Mgmt Wells Fargo Foothill
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_C.m. syndicated loan and loan commitments
outstanding
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s Syndicated loans are large Sm:m (generally over $20 million) to companies m:a are m:m«ma among wm<m«m_ _mzamﬁw
s There are two major kinds of syndicated loans

o mm<o_<5@ credits — similar to credit cards, they can be drawn, qmnma and drawn again

o Term loans — similar to mortgages, they are drawn once and then repaid over time

m  There are more than $2.5 trillion of loan and loan commitments outstanding, i:_o: _:o_camm more than $1 trillion Qa :
drawn loans

Source: Shared National Credit Review, Fed, OCC, FDIC 4




_ Who is lending?

" Share of total syndicated loan and loan commitments

= U.S. oo_ﬁo_jm.ﬁm borrowers rely on ,m number of different lenders
m  For the investment grade market, borrowers rely mainly on U.S. and foreign banks
w  Forthe non-investment grade market, borrowers increasingly rely on non-bank lenders

Source: Shared National Credit Review, Fed, OCC, FDIC 5




_ Term loan lenders to non-investment grade borrowers
have evolved
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The Volcker Rule and the Loan Market

- = Prohibition on proprietary trading
s Prohibition on the ownership of :mamm funds and c:<mﬁm
equity funds |




Proprietary Trading

m Loans are expressly exempt

a Bridge loans could be indirectly impacted because
some securities that refinance bridge loans ooc_a be
subject to the Volcker Rule |

a The status of assets received in connection with .de
previously contracted” is not clear under the proposal




: .P.o:__o_:o: on Ownership of _._mo_mm Funds and

Private mc_:_q Funds

- Hedge: E:am and private mnc_E E:Qm are amﬁ_:ma as

,..Oo<m_.ma Funds”
+Covered Funds are those E:om that would be mcEmQ 8,.

the Investment Advisors Act of 1940 but for the

‘exemptions provided by Sections onx: and onxd of
the Investment Company Act |

 Most ABS (including CLOSs) rely on Eomm exemptions

and are swept in as covered funds under the proposed
rule but there is no indication that ABS was B@mamq by
Congress under the Volcker Rule




Loan Securitization Rule of Construction

= There is an overriding interpretative guideline embedded

~in the statute mandating that nothing in the rule limit.or -

restrict the sale or securitization of loans.

‘m The proposal does not adequately @_<m effect to S_m E_mn
of construction
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Loan Securitizations

= The definition of “loan securitization” is drawn very
narrowly — it does not include O_.Om as U«mwm::v\
m:coEﬁmQ |

.. . Despite efforts by the agencies to follow the rule of

- construction and exempt loan securitizations, they are
~ still considered “covered funds”

o There is only an exemption from the sponsorship and 0<<:m_,mj__u
provisions of the Volcker Rule
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Loan Securitizations — mcc_m_. 23A/B

» Covered Funds — including loan mmoc__.:_Nm:o:mhma_

L subject to “Super 23A/23B" provisions when m_oo:moaa _

by banking entities

oo cm “CGovered ,_._.m:mmﬂ_o:m between a sponsor and a -

- covered fund are prohibited

‘= Structurers might be prohibited from making <<m_.m:ocmm

o _om:m to CLOs or me_:@ markets in CLO mmmmﬁm or
__m_u___:mm |

= Extensive compliance ﬁmncmaamim apply

m ._.rm backstop conflicts provisions also continue to apply
to loan securitizations

12




The LSTA _u_.o_comm_o_ Solutions

- = ABS was not the _:ﬁm:ama target of <o_oxmﬂ and m:oc_a

' be completely exempted
m The definition of “loan securitization” is a_jmnma Hoo

~ narrowly and should include all CLOs

“m The Loan Securitization Rule of Oo:m:ci&_o: Bm:amﬁmm;
“that all loan securitizations, including CLOs, _um nm_.<ma

~ out of the definition of covered fund : | |
~ m Conflicts should be covered under the SEC’s ;..Ooi_moﬁm

o of Interest in Certain Securitizations A

- m Securities that refinance bridge loans mroc_a.cm.mxmBE |

from the proprietary trading provisions of Volcker
s Assets deriving :63 DPC m:oc_a be exempt ?03
Volcker

13




