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COM512                                         Secured loan agreement  
 
 
This agreement is dated: 
 
 
It is made between 
The “Lender”   [Lender name] 
of 

[address] 
 
and 
The “Borrower”  [Borrower name] 
of 

[address] 
 
 
Background 
 
The purpose of this agreement is to set out the contractual terms under which the Lender 
will lend and the Borrower will borrow the sum of the Loan and matters relating to the 
security which the Borrower gives for the loan. 
 
 
The terms of this Agreement are:  
 
1 Definitions that apply to this agreement: 
 

“Advance”   means a part of the Loan drawn down by 
the Borrower at his request. 

 
“Basic rate”   means Interest at the rate of [number] per cent per 

year  
 

“Financial Information” means all information relating to the financial affairs of 
the Borrower including the Borrower’s audited 
[consolidated] financial statement as on [date], consisting 
of a balance sheet as on that date and a statement of 
income and retained earnings for the twelve months 
ended such date, copies of all of which have been 
furnished to the Lender. 

 
“Higher Rate”  means a rate of interest five per cent higher than 

the Basic Rate. 
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“Interest Date  means the date in each month when interest is payable. 
 

“Loan”    means the total amount of money 
lent now or at any later date than today, the amount 
outstanding as due from the Borrower to the Lender 
whether of capital or interest. 

 
“Security”   means the items set out in Schedule 1 or 

any one or more of them. 
 

The terms “Lender” and “Borrower” include in the case of a corporation, any 
associated or subsidiary company. 

 
2 Amount of the Loan 
 

The Loan is in the sum of £[amount] or such greater sum as shall in fact have been 
lent by the Lender to the Borrower at any time this agreement subsists, or such 
lesser sum as shall be outstanding after part repayment has been made. 

 
 
3 Advances 
 

3.1 The Loan shall be advanced in such amount or amounts as the Borrower 
shall from time to time request in writing ("the advances"). 

OR 
3.1 The Loan shall be drawn down in a single sum as soon as this agreement 

has been signed. 
OR 
3.1 The loan shall be drawn down when the Borrower has provided certain 

information to the Lender to the satisfaction of the Lender. 
OR 
3.1 The initial draw down of the Loan shall be made only when the Borrower has 

provided certain information to the Lender to the satisfaction of the Lender.  
Thereafter, further Advances shall be made in such amount or amounts as 
the Borrower shall from time to time request in writing ("the advances"). 

          
3.2 Before any new Advance may be drawn down, the Borrower shall send to the 

Lender the following information / report, namely: 
 
 
4 Repayment conditions 

The Loan shall be repaid in full [number] years from today. 
OR 
The Loan shall be repaid in accordance with the provisions set out in Schedule 2: 
[list of dates and amounts] 
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OR 
The Loan shall be repaid subject to the following events and in the sums stated 
[here set out the trigger events, such as the level of profit or sales, and the amount 
to be repaid accordingly.  Alternatively place in a Schedule] 

 
 
5 Interest payable  
 

5.1 Interest at the Basic Rate shall be paid on the Loan 
OR 
5.1 Interest at the rate [number] per cent per year above the base rate from time 

to time of [Bank name] Bank plc shall be paid on the loan. 
 

5.2 Interest shall be calculated [monthly] and cumulated [annually] 
 

5.3 Interest shall be paid on the Interest Date. 
 
 
6 Early repayment of part 
 

The Borrower may repay all or part of the Loan before the due date for repayment 
provided that not less than one months written notice is given by the Borrower to the 
Lender specifying the amount proposed to be prepaid.  This notice then binds the 
Borrower to make that payment on the date he has specified. 

 
 
7 Method of payment 
 

All payments due to the Lender of both capital and interest shall be paid in pounds 
sterling by bankers order into such account and bank within the United Kingdom as 
the Lender may from time to time in writing notify. 

 
 
8 No change to capital structure 
 

Until the Loan is repaid in full the Borrower: 
 

8.1 shall not make without the prior written approval of the Lender any issue by 
way of capitalisation of profits or reserves; 

 
8.2 shall not issue new share capital nor modify the rights attaching to its existing 

share capital in any way which has the effect of reducing any right attaching 
to the share capital which exists today; 

 
8.3 shall not reduce its share capital or any uncalled liability in respect of it, or 
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any share premium account or capital redemption reserve fund. 
 
 
9 Borrower’s warranties 
 

The Borrower represents and warrants that: 
 

9.1 It / he is authorised to enter into this agreement; 
 

9.2 every subsidiary and associated company is authorised to accept the 
liabilities set out in this agreement as if it was a party; 

 
9.3 the execution of this agreement, the borrowing, and the performance by the 

Borrower of his obligations are fully within the Borrower's legal authority, are 
not in breach of the articles of association of the Borrower, and do not and will 
not contravene or be in conflict with any provision of law or of any agreement 
binding upon the Borrower. 

 
9.4 the Financial Information fairly represents the financial state of the Borrower 

at the date of this agreement knowing that the Lender has relied on it in 
granting the Loan; 

 
9.5 the Financial Information has been prepared in conformity with generally 

accepted accounting principles applied on a basis consistent with that of 
preceding financial years, and that since its date there has been no material 
change in the financial condition or operations of the Borrower. 

 
9.6 the Borrower has no undisclosed contingent obligations; 

 
9.7 there are no material, unrealised or anticipated losses from any present 

commitment of the Borrower; 
 

9.8 the Borrower will advise the Lender of material adverse changes which occur 
at any time prior to the date of final payment; 

 
9.9 no litigation, arbitration proceedings or governmental proceedings are 

pending or threatened against the Borrower which would, if adversely 
determined, materially adversely affect the financial condition of the Borrower 
or the Company or any Subsidiary; 

 
9.10 none of the assets of the Borrower is subject to any lien, except: 

 
9.10.1 for current taxes not yet paid or taxes being contested in good faith 

and by appropriate proceedings;mechanics', suppliers' or similar liens 
arising in the ordinary course of business for sums not past due; 
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