 [Notepaper of External Legal Counsel]

Pro Forma Due Diligence Report for 
Unsecured Personal Loan Transactions
Private & Confidential

To:
The Governor and Company of the Bank of England (the Bank)
Threadneedle Street
London 
EC2R 8AH
[Date]

Dear Sir or Madam,
STERLING MONETARY FRAMEWORK, FUNDING FOR LENDING SCHEME, TERM FUNDING SCHEME AND TERM FUNDING SCHEME WITH ADDITIONAL INCENTIVES FOR SMALL AND MEDIUM-SIZED ENTERPRISES: STANDARD LOAN DOCUMENTATION DUE DILIGENCE REPORT – PERSONAL LOANS
1. SCOPE OF REPORT

Schedule 1 lists the standard loan documentation (the Standard Loan Documentation) which [name of the Participant] (the Participant) has provided to us and which the Participant has advised is all of the legal documentation used in respect of the personal loans forming part of the proposed loan portfolio listed at Schedule 3 (the Proposed Portfolio).

In accordance with the Participant’s instructions, we have reviewed copies of the Standard Loan Documentation in order to confirm the matters outlined in paragraph 3 below.

In addition, we have carried out a review of [75] sample loan files
 relating to the loan accounts listed in Schedule 2 (the Sample Loan Accounts) in order to confirm the matters outlined in paragraph 4 below.  We have selected the Sample Loan Accounts on behalf of the Participant at random.  The review of the Sample Loan Accounts was conducted on [(] 20[(].
References in this Report to the CCA shall mean the Consumer Credit Act 1974 (as amended).

References in this Report to the FSMA shall mean the Financial Services and Markets Act 2000 (as amended).

References in this Report to the RAO shall mean the Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 (as amended).

2. EXECUTIVE SUMMARY

[Please insert executive summary]
3. DETAILED FINDINGS REGARDING THE STANDARD LOAN DOCUMENTATION

General

3.1 Does the Standard Loan Documentation include reference to the Participant holding an interim permission from the Financial Conduct Authority (FCA) or being fully authorised and having a Firm Reference Number (FRN) and, if so, what is it?

[insert findings]

3.2 If the Participant is fully authorised, does it have the necessary permissions under Part 4A FSMA, are these up to date and are there any restrictions or requirements imposed on the Participant’s authorisation by the FCA?
[insert findings]

3.3 Is the Participant the originator and servicer of the loans originated by the Standard Loan Documentation?  If not, please confirm details of the assignment and, if there has been an assignment of the servicing operations to the assignee, that the consumers have been duly notified of the assignment.
[insert findings]
Pre-Contract Credit Information

3.4 Does the form and content of Pre-Contract Credit Information comply with the requirements of the CCA, the Consumer Credit (Disclosure of Information) Regulations 2010 and Chapter 4 of the FCA’s Consumer Credit Sourcebook (CONC)?  If not, please list areas of non-compliance and consider the extent to which this might render the Agreement unenforceable.

[insert findings]

3.5 Is the type of credit offered interest bearing, unrestricted, fixed-sum, unsecured credit?

[insert findings]

Credit Agreement Terms

3.6 Does the form and content of the Credit Agreement comply with the requirements of the CCA (including, without limitation, the provisions of Sections 140A to D of the CCA), CONC and the Consumer Credit (Agreements) Regulations 2010?  If not, please list areas of non-compliance and evaluate the extent to which this might impact enforceability.
[insert findings]

3.7 Are there any restrictions on assignment of the loan to the Bank or to any third party?

[insert findings]
3.8 Are there any restrictions on transfer of the loan by declaration of trust to the Bank or to any third party? 
[insert findings]
3.9 Are there any restrictions on granting a fixed charge over the loan to the Bank or to any third party?  
[insert findings]
3.10 Are there any terms which prevent any successor of the Participant from having the benefit of any term in the Credit Agreement?
[insert findings]
3.11 Are there any rights of set-off or restrictions on exercising set-off?
[insert findings]

3.12 Do any approvals or consents need to be obtained or any other steps carried out under the Standard Loan Documentation to effect a transfer of the servicing of the loans away from the Participant?
[insert findings]
3.13 What are the restrictions on the borrower making early repayments in respect of its loan?
[insert findings]
3.14 Does the loan allow for product switches, cashback, further advances or overpayments or payment holidays?
[insert findings]
3.15 Is the borrower obliged to indemnify the Participant in respect of all costs and expenses incurred in connection with enforcing the loan or procuring that the borrower complies with its obligations under the Credit Agreement?
[insert findings]
Statements

3.16 Based on your review, are the statements provided in relation to the Standard Loan Documentation compliant with the CCA?

[insert findings]
Interest Rates

3.17 Is there any clause in the Standard Loan Documentation that prevents a replacement/successor/substitute of the Participant from setting the interest rates applicable to the loan? 
[insert findings]
3.18 Does the loan permit a change in interest rate during the term of the loan? If it does, does the borrower have to sign any additional documentation? Is the Participant required to provide any additional documentation following a change of interest rate?
[insert findings]

Governing Law

3.19 What is the governing law and jurisdiction expressed to be in the Credit Agreement?
[insert findings]

Events of Default

3.20 Is there a set of events of default which state the circumstances in which the Participant is entitled to accelerate repayment of the loan?
[insert findings]
Confidentiality

3.21 Is there any confidentiality or other provision in the Standard Loan Documentation which would prevent disclosure of (i) the documentation relating to the relevant loan, any financial information or other communications by the borrower and (ii) any other information or documents necessary for any assignment of the loan? List details of any required confidentiality undertakings where relevant.
[insert findings]
Data Protection

3.22 Please describe the data protection provisions set out in the Standard Loan Documentation (in particular, any prohibition on the transfer of information relating to the borrower or the holding of such information).
[insert findings]

Compliance with FSMA, the CCA and related legislation
3.23 Are there any provisions in the Standard Loan Documentation which do not comply with the provisions of the Unfair Terms in Consumer Contracts Regulations 1994 and 1999?  If so, please list areas of non-compliance. Considering relevant FCA guidance from time-to-time, please evaluate the extent to which any provisions in the Standard Loan Documentation may be considered unfair.
[insert findings]
3.24 Is there anything in the Standard Loan Documentation which indicates non-compliance by the Participant with FSMA, the CCA and related legislation?  If so, please list areas of non-compliance.

[insert findings]
4. DETAILED FINDINGS REGARDING THE SAMPLE LOAN ACCOUNTS

Pre-Contract Credit Information and Credit Agreement Terms
4.1 Have the Pre-Contract Credit Information and the Credit Agreement been written on the terms and conditions set out in the Standard Loan Documentation without material amendment (for the avoidance of doubt, your findings must describe any material amendment made to the Pre-Contract Credit Information, the Credit Agreement and any other documents submitted as part of the Standard Loan Documentation)?

[insert findings and, if amendments have been made, explain what they are]
4.2 Are there any documents in any sample loan file reviewed which are not in the form of the Standard Loan Documentation and which adversely affect the ability of the creditor to recover the Loan (review to include but not to be limited to: is there any arrangement between the Participant and a borrower permitting the borrower to repay an amount less than the principal amount outstanding?)

 [insert findings]
4.3 What is the length of any period under a loan in which the borrower is subject to a penalty charge for early termination in full?  What early repayment charges are there?
[insert findings]
Sample
4.4 How many loan files were reviewed in total to complete the review of [75] sample loan files?
[insert findings]

4.5 What percentage of the loan files contained documentation that was not “properly executed” for the purposes of the CCA?  You should consider execution formalities as well as how the document has been signed and the extent to which any of the requirements around copying are relevant. For those documents that are not properly executed, in what respects are the documents not compliant and what is the date of those documents? Please evaluate the extent to which this poses an enforceability risk.
[insert findings]
4.6 What percentage of the loan files contained Credit Agreements that are dated before 6 April 2007?

[insert findings]
4.7 What percentage of the loan files contained Credit Agreements that are dated on or after 6 April 2007 but before 1 February 2011?

[insert findings]
4.8 What percentage of the loan files contained Credit Agreements that are dated on or after 1 February 2011?

[insert findings]
4.9 What percentage of the loan files did not include the borrower’s address?  
[insert findings]
4.10 What percentage of the loan files related to “exempt agreements” as defined in the RAO or, if relevant, the CCA and the Consumer Credit (Exempt Agreements) Order 1989? 
[insert findings]
4.11 What percentage of the loan files are currently in arrears or in default? To what extent have adequate notices of sums in arrears been provided?
[insert findings]
4.12 [What percentage of the loan files indicated that there were outstanding information requests made by the borrower to the Participant?]
[insert findings]

4.13 [What percentage of the loan files contained adequate statements?]

[insert findings]
5. LIMITATIONS AND QUALIFICATIONS

This Report is issued subject to the following limitations and qualifications:

(a) The information given in this report is based on our review of the Loan Documentation.  
(b) No legal analysis contained in this report should be regarded as, or relied on as, being comprehensive or equivalent to a formal legal opinion concerning any matter referred to in it. It has been prepared as a summary of certain key issues in relation to the Loan Documentation and should not be treated as a substitute for specific legal advice concerning individual situations or concerns.
(c) This report is addressed to and is solely for the benefit of the addressee listed on page 1.  This report may not, without our prior written consent or save as required under any law or regulation or pursuant to any court order, be transmitted, disclosed to, used or relied upon by any other person, provided that the Bank (including in its capacity as the Prudential Regulation Authority) may disclose this report (and any information relating to this report) to HM Treasury, the Financial Conduct Authority, HM Revenue & Customs or any other governmental body or competent regulatory authority, whether in the United Kingdom or elsewhere, or for the purpose of enabling or assisting the Bank to discharge its functions as a monetary authority.
This report does not address tax or financial due diligence.

Yours faithfully,
SCHEDULE 1

Standard Loan Documentation
[Please insert list] 

SCHEDULE 2

Sample Loan Accounts

[Please insert list]

SCHEDULE 3
Proposed Portfolio 
[Please insert list]

� [75] files containing all relevant documents must be reviewed.  Relevant documents, for these purposes, are offer letters, pre-contract credit information, the credit agreement, any supporting documentation provided by or to the relevant borrower or evidencing the current lender’s compliance with consumer credit legislation.


� The questions listed in this paragraph 3 and paragraph 4 may be amended, varied or supplemented by the Bank in its sole discretion, from time to time. 
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