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Dedication
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This book is based on a course that I teach in the Boston University Law School’s
Graduate Program in Banking and Financial Law. Ying Yin,once my student and now
my friend and colleague, had the idea to expand my lecture materials into a book. Ying
and I believe that as China increasingly asserts itself in international trade and invest-
ments , Chinese banks will have many opportunities to provide US dollar funding to the
US operations of Chinese companies and the US companies in which Chinese investors
are investing. This book is intended (1) to familiarize Chinese lawyers, bankers and bus-
iness men and women with the legal and regulatory framework within which US com-
mercial lending is conducted;and (2)to present and explain the key provisions typically
found in US commercial loan agreements.
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I dedicate this book to my wife of thirty-six years, Dr. Margaret Ann Farrell
Daingerfield. She is the love of my life and the perfect companion for this very imper-

fect man.
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Preface
ﬁ

This book is important for a number of reasons,not the least of which is that it is
the first of its kind as the collaboration between a graduate and a professor of the Gradu-
ate Banking and Financial Law LL. M. Program at Boston University. The faculty and
students of the Graduate Banking Program are practicing lawyers who often lack the
time to focus on research or the publication of legal books or treatises. That is why the
effort of Ms. Ying Yin,in collaboration with Professor Richard Daingerfield,is such an
important event in the 30-year history of the Banking Program. It is an extension of what
happens in the classroom,a series of conversations between a senior lawyer who has
spent many years practicing in a particular financial services area and one of a group of
more junior lawyers who will be involved in advancing this area of law to new forms of
transactions and across a broader global reach. It is a collaboration in which the ques-
tions and diverse backgrounds of the junior lawyers are as important as the knowledge
and experience of the senior lawyer. This work is important as an indication that the col-
laboration among lawyers participating in the Graduate Banking Program need not be
limited in time to the time before graduation. It can continue to flourish for as long as
graduates and faculty continue to converse and collaborate.

XA Z P AR A 7 2 5 B4 AU B XA 4574 T 31 K 2
HEAFBE AT I S e Rk AT B PR A S EER AR B, AT S &
AT T F) S DA 2 A R RO RIS, At AT 388 0 A I (1] 3Fe O 1 A Y 5
ROERBRFEGE I, XWRAAFH L+ SHAE - PENIEREBENEER
AT S SR AT H 30 24 R rh— R EE N F AR SRR
PREE B AR, — 7 20 4 L — 45 5E 4 il Al 55 G003 174 W% R 43R Ui 55— B B
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In addition, this book, as a description of the practical side of U. S. commercial
lending law and loan documentation,is important substantively. It is a practical publica-
tion ,useful to lawyers and business people to understand the area. Mr. Daingerfield and
Ms. Yin have produced a work that is consistent with the Graduate Banking Program’s
emphasis on useful legal tools rather than more abstract theory. In addressing a financial
services area that seems likely only to increase in importance for both China and the U-
nited States, Mr. Daingerfield and Ms. Yin offer a structure that will not only inform
their intended audience but provide an impetus for additional efforts to enhance a practi-
cal approach to teaching financial services law.

AR X AR A4 2 28 [ 9 BRAT Ml i B 0 0 S A S B B D R , S B
RAREEA, X2 —ASE F A A9 R, X #0035 95 A B X — SUAR A %
B PEALDE - FIRIERMEREMPBIL L4 E& XA BRARTILS S REM L+
Tt 5 A& =T A AR TR AR S e A S 75 P 4 Rl IR 553X 53 o [ A
5 [ R UL AR . nT RE B B B Y Sk, B - FERAERE AT B L LR
HE T — b R AR, S Aol b AR AS ST [ T ) I A 132, T LA 4 44— 3 kAot i
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Finally , this is a work with importance that exceeds the number of its pages because
it represents a unique and important linking of U. S. academic learning in LL. M. pro-
grams to the real world practice of law. It allows the benefit an individual student re-
ceives inextended conversations with experienced faculty to be shared with a range of
colleagues. As one of the authors and an experienced Chinese lawyer, Ms. Yin has the
knowledge ,legal skills and language proficiency to interpret these conversations so as to
allow this technical commercial lending information to be more readily understood by
lawyers, lenders and business people in China. Quite apart from the substance, this is a

very promising approach to expanding legal financial services knowledge between two
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leading nations in this area. Mr. Daingerfield and Ms. Yin through their dedication , talent
and effort have produced a unique and useful book that brings honor to them and to the
Graduate Banking Program at Boston University.
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James Scott
Director
Graduate Program in Banking and Financial Law
Boston University School of Law
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1 Process and Languages

1 mPHLESEM

The Commercial Lending Law and Documentation in the United States starting
from a practice perspective, will help the readers understand how financing may be made
through the domestic banks of the U. S. The book’s manuscript in English was jointly
compiled and wrote by Mr. Richard Daingerfield, the consultant on the American laws to
Guantao Law Firm, an American attorney and banker who is teaching in the Graduate
Program in Banking and Financial Law of Boston University School of Law, and his
student, Ying Yin,a Partner in Guantao Law Firm. To make the reading easier and more
convenient for most domestic readers, Ying Yin,attorney-at law and her working partner
Ms. Qi Zhou translated the manuscript into Chinese ( Mandarin ). This book-to-be-pub-
lished will be presented in English and in Chinese translation, with English interspersed
with Chinese phrase for alternating paragraphs.

(O [ AR D A S S5 R AR AR B ) N2 55 8 Hh O, 5 B SR8 1 ff 200 e ] 3
FELA58 PN R BRA TR T o 30 AR 5 ) 3 SC TR 2R Hle LA e 58 8 O S 55 T 6 () 1k AR BT )
T 36 P - K 24 s 2 B AR ATl 5 4 il 15 (the Graduate Program in Banking
and Financial Law ) (12 E$ I 547X A - FFARFE/RfE (Richard Daingerfield )
JerE HH A AR R T 55 B S AR N T B T R] 4w 2 5 9 TR N
PR, TR R R R R 0 SRR B R S0 AR IR AT i
A, R I SOME RRAS | 3 HL 2R FE9E S5 v SCgE 4 1 05 2K, BI7E 4 — B SRR B9
TR 2B ) R SO
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2 Characteristics of This Book

2 PEEA

Besides demonstrating a complete process of a loan’s life cycle( including the exter-
nal process,i. e. ,the transaction process between the borrower and the lender, and the
internal process,i. e. ,the lender’s internal approval process for the potential loan) ,case
analyses and discussions in a horizontal way , the book is strongly highlighted for its arti-
cle-by-article analysis of the commercial lending documents. Among them, a particularly
prominent feature is the article-by-article analysis of a U. S. syndicated loan agreement
that was made in the 1980s and has been used for decades and amended from time to
time. The analysis covers the 87 articles in the whole 98 articles under the agreement
and to make the readers understand the connections of the concepts set forth in Article 1
Definitions and their applicable articles,explicit analysis of such concepts is made in the
applicable articles based on the context. In terms of analytical method, such article-by-
article analysis is seldom in the professional publications in China;in terms of the ana-
lytic process and content ,the analysis of the U. S. banks’ lending documentations , espe-
cially the U. S. syndicated loan agreement,shows the panoramic feature but also the de-
tailed features of the U. S. bank loans. Mr. Richard Daingerfield and Ying Yin attorney-
at-law wish that such demonstration will be helpful to the readers including the top man-
agement of Chinese-funded enterprises that may have business relationships with
America’s banks or the banks’ branches in the U. S. ,the domestic bankers and bankers
located in the U. S. of Chinese-funded banks,and the Chinese lawyers who are dedica-
ting in in the investment and financing transactions between China and the U. S. parties.

e [ B R — 1> D KR 0 Y e M R (AL AR AR IR AR, BV SR A S A
(5] F 32 S AR , DA B NI AR , B0 O R A X 7 Bk ) P R o A TR ) R0 4 A it
AFRF RLAh , AR AR 4R AU X R M DR SR A2 25 T . HErP L Sl 28 1 1, 2
Xf—f3 il € T 20 20 80 4E4X, AL BAENT 5 ABHMEIT ) 3 E4R F SR b BT
HIZR SR HT . A-BRYST T a5 T TR PN 98 S ZRFOH Y 87 A4k, SHZMLE X
TP SCAMEE o A LT 1 B3 F A ZR 3k b MR I R SO B 3 T AR s 4y
Bre MM LTI | X BB 4% 40 7 v 76 [ Y Ik Pk Y R b Bh 20 T s sk o A
BRIt R PN B T 5, X 9 R T B AR S T L 2 5 [ 4R A B 3 S AR 4 AT, T B



Introduction

B OB

5 [ B HRAT DRI 2 SRR SRR G BRAETE - PHAR R B SR S T B U A
1o , RO R BLAB S XS 75 92 95 T AE b oA AT S 36 [ 0 4R AT B3 A 58 A AR AT 2 ST HLIY
KA SRR PR KR REEE R E N R RESERRRITR,
B v S $ i BE 22 5 i 4 oy AR O A6 15 AT Bl 4

3 Outline of This Book
3 EXRTE

This book consists of six chapters, covering the main aspects of the U. S. banks’

commercial lending ;

AN, B T 5 AT R A bR BB T

Chapter One: Overview. This chapter introduces the primary loan facilities , the bas-
ic types of lenders , the complete cycle of a commercial loan( referred to as“the life cycle
of a commercial loan” in this book ) and the main characteristics in various segments,
states the sources of law in the U. S. (including enacted law and caselaw ) and elaborates
the fundamental documentations in this cycle.

B—w A, AT MR TR SERO R IEASAY PRk e B S
(AR A A e B0 A i R0 ) B A 3R 10 A R AR A, MR T AR R AR
519 3 B AR UK R (A Tl s i S R0 Bl ) JF V6 T R Mk SRR .

Chapter Two;Early Stage. This chapter is divided into three sections. Section One
is about how a borrower finds and preliminarily chooses lender( s)in the early stage of a
commercial loan ( mainly refers to the credit shopping and negotiation in pre-closing
phase ) and the importance of the negotiation in faith between a borrower and a lender.
Section Two describes the early-stage documents, namely , letters of intent, term sheets
commitment letters and confidentiality agreement ,and makes* blanket” analysis from the
headline to the signature of a sample letter of intent and a sample mutual confidentiality
agreement ( in other words, article-by-article analysis). Section Three introduces the in-
ternal approval process of banks for potential loan transactions.

BT AR BL, ARR =N, B WA T AER e bR B B ( £
SR 5 0 T A fk A 3 1 Y A B ) £ KON RT3 0 2B e DO, LA % fi
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Chapter Three ; Credit Agreement. As mentioned above, the credit agreement em-
ployed in this chapter is a sample syndicated loan agreement that’s quite typical in com-
mercial lending sector of the U. S. This agreement comprehensively covers the basic and
main considerations of a syndicated loan with a completed structure, applies typical loan
facilities( such as term loan, revolving loan, letters of credit as a sublimit of revolving
loan) , fluctuating rate and LIBOR ,and establishes a well-organized mechanism of yield
maintenance and protection. Analysis to articles and definitions of this agreement does
not merely focus on concerns of each article in perspective of lenders,such as the deter-
mination , selection and conversion of interest rate ,and the burden of taxes,but also cov-
ers the origins or progress of significant systems related to the concerns, such as the mar-
ketization of interest rates in the U. S. | and to the adjustment of LIBOR’s governing
body caused by the LIBOR scandal,as well as the summary and analysis to the internal
mechanisms of a credit agreement,such as the analysis of yield maintenance mechanism
and the three-phase breach system.

B AR OE UM A R , AR R B 5 BF SR 5 [ [ P A DR 4 s
FH A AR — 60 48 PR DR 3 h BN . X P G S i, 2 T a5 1A A K
B SR B B, BEAT T SR DR K TR (B B B K O A B KA A
T TR BRI A5 FHIE) (7% 30 F| 3 5 LIBOR, Jf B0 & 1 J6 % 4 0% 3K A ML 25 2
FEFPRBEBLE o XX 43 B S04 SO 5 S B 4387 , WA (LRl £ 9% 3K N SE 3% 53 7
DA S, AR A0 S PR S A B A /RS X X E
it U A A A 1 20, Akt SR E A ARl S Akt B9/ 48 (X LIBOR 1] ] &
iy LIBOR & FULAL Vo] 8 (9 10 20 55 i A X5 SR UM LA ZE AL i 6 AL 9 /0 437, A
WLt ZERFBIL ) 0 A X 294k R =B 4155

Chapter Four: Syndicated Loan. The most essential characteristics of a syndicated
loan compared with a bilateral loan comprise this chapter. It intuitively and explicitly

states the important mechanisms of syndicated loans and introduces the development of
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syndicated loans in the U. S. loan market growth.

ST R P BYAR . AR TR A P DY AR T XU B K I 75 5 O A IR 4 e B
R , P S R, BV S A TR A DR R L O AR P Y A SR
MR REBERE T 4 .

Chapter Five; Contractual Security. As a mechanism for the secondary sources of
repayment of commercial loans ,contractual securities have their own icons. This chapter
mainly introduces the collateral and guaranties of personal property,while the mortgage
over real property and hypothecation are also involved.

SRR A RO E SR R Rl AF TR R FOR IR AL, RE A S
[RIE PRI BE A A AT ASTE S8l = AR AR IR T A 41, XA Bl = 4 A
224 A5 ) BE AT R

Chapter Six ;Interest Rate Derivatives: A Method to Protect Interest Rate. An inter-
est rate protection contract is one of the measures taken by lenders or imposed on a bor-
rower for purpose of mitigating the risks to the lender’s loan proceeds due to the interest
rate fluctuations. Interest rate swap is a most commonly used measure and the specific
introduction on it is made in this chapter.

SEANE L FIRATAE TR —F ORI R Tk FIREP SRR ST REE
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