Reed

Financial Industry Group

If you have questions or would
like additional information on the
material covered in this Memo,
please contact:

Georgia M. Quenby
Partner, London
+44 (0)20 3116 3689

gquenby@reedsmith.com

...or the Reed Smith lawyer
with whom you regularly work.

November 2011

reedsmith.com

ReSearch Memo
Material Adverse Change/MAC

MAC clauses act as a “catch all” provision and aim to allow a lender to call a default if there is an
adverse change either in the borrower’s position or circumstances or in the wider environment after a
defined date.

It is extremely difficult to rely on a MAC clause in practice, in particular when the relevant event or
occurrence affects not only the borrower but other companies more generally. The Takeover Panel
have said that:

“meeting [its material significance] test requires an adverse change of very considerable significance
striking at the heart of the purpose of the transaction in question, analogous ... to something that
would justify frustration of a legal contract” (Panel Statement 2001/15 of 6th November, 2001).

Very few lenders would contemplate seeking to rely on a MAC clause because the risk of litigation for
a lender relying on that provision, either as a drawstop or an acceleration event, is high.
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Reed Smith LLP is a limited liability partnership registered in England and Wales with registered number
0OC303620 and its registered office at The Broadgate Tower, 20 Primrose Street, London EC2A 2RS. Reed
Smith LLP is authorised and regulated by the Solicitors Regulation Authority. A list of the members of Reed
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This ReSearch Memo was compiled up to and including November 2011. It is intended merely to highlight
issues and not to be comprehensive nor to provide legal advice. Please refer to http://www.reedsmith.com/
euregs.cfm for important information on our regulatory position. Should you have any questions on issues
reported here or on other areas of law, please contact one of your regular Reed Smith contacts, or contact
the authors. © Reed Smith LLP. All rights reserved 2011.
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