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Pro Forma Due Diligence Report for Asset Finance Portfolio Transactions – [Asset Lease Agreement / Hire Purchase Agreement / Loan Agreement/Auto Loan Agreement/Auto Hire Purchase Agreement][footnoteRef:1]
[Notepaper of External Legal Counsel] [1:  Delete where not relevant for the Proposed Portfolio in the title, description and paragraph 1.] 

Private & Confidential
To:	The Governor and Company of the Bank of England (the Bank)
Threadneedle Street
London 
EC2R 8AH
[Date]
[bookmark: Salutation]Dear Sir or Madam,
[bookmark: Heading][bookmark: Start]STERLING MONETARY FRAMEWORK, FUNDING FOR LENDING SCHEME, TERM FUNDING SCHEME AND TERM FUNDING SCHEME WITH ADDITIONAL INCENTIVES FOR SMALL AND MEDIUM-SIZED ENTERPRISES: STANDARD ASSET FINANCE DOCUMENTATION DUE DILIGENCE REPORT - [ASSET LEASE AGREEMENT / HIRE PURCHASE AGREEMENT / LOAN AGREEMENT / AUTO LOAN AGREEMENT / AUTO HIRE PURCHASE AGREEMENT]
SCOPE OF REPORT
Schedule 1 lists the standard asset finance documentation (the Standard Asset Finance Documentation) which [name of the Participant] (the Participant) has provided to us and which the Participant has advised is all of the documentation used in respect of its [Asset Lease Agreement / Hire Purchase Agreement / Loan Agreement / Auto Loan Agreement /Auto Hire Purchase Agreement] forming the proposed portfolio listed at Schedule 3 (the Proposed Portfolio).
In accordance with the Participant’s instructions, we have reviewed copies of the Standard Asset Finance Documentation in order to confirm the matters outlined in paragraph 3 below.
In addition we have carried out a review of [] sample files[footnoteRef:2] relating to the [leasing / hire purchase / lending] agreements listed in Schedule 2 (the Sample Contracts) in order to confirm the matters outlined in paragraph 4 below.  We have selected the Sample Contracts on behalf of the Participant at random.  The review of the Sample Contracts was conducted on [] 20[]. [2:  Files containing all relevant documents must be reviewed.  Relevant documents for these purposes, include Statements of High Net Worth, guarantees and security, if any.] 

EXECUTIVE SUMMARY
[Please insert executive summary]
[bookmark: _Ref286228326]DETAILED FINDINGS REGARDING THE STANDARD ASSET FINANCE DOCUMENTATION[footnoteRef:3] [3:  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. ] 

Contract Terms
Have any amendments been made to the Standard Asset Finance Documentation since inception, and if so, provide details.
[insert findings]
Are there any restrictions on assignment of the contract to the Bank or to any third party?
[insert findings]
Are there any restrictions on transfer of the [lease / hire arrangement / loan] by declaration of trust to the Bank or to any third party? 
[insert findings]
Are there any restrictions on the type of entity to whom the Participant may assign or transfer?
[insert findings]
Are there any restrictions on granting a fixed charge over the [lease / hire purchase / loan] arrangement to the Bank or to any third party?  
[insert findings]
Are there any terms which prevent any successor of the Participant from having the benefit of any term in the underlying [lease / hire purchase / loan] arrangement?
[insert findings]
Title to the goods
Who owns the goods which are the subject of the [lease / hire purchase / loan] arrangement?
[insert findings]
Does title to such goods pass on conclusion of the term: (a) automatically or (b) on exercise of a purchase option?
[insert findings]
On-hiring and on-leasing
Are there any restrictions on the [hirer/lessee/borrower] on-[hiring/leasing/lending] the goods which are subject of the [lease / hire purchase / loan] arrangement, to a third party?
[insert findings]
Set-off
Are there any rights of set-off, waivers of set-off or restrictions on exercising set-off?
[insert findings]
Further commitments
[Loan DDR only] Does the Participant have any obligation to fund additional commitments under the loan?
[insert findings]] 
Indemnities
Is the [lessee/hirer/borrower], obliged to indemnify the Participant in respect of all costs and expenses incurred in connection with enforcing the [lease / hire purchase arrangement / loan] or procuring that the [lessee/hirer/borrower] complies with its covenants under the [lease / hire purchase arrangement / loan] terms?
[insert findings]
Is there an operational indemnity in favour of the Participant?  If so, on what terms?
[insert findings]
Repair and Maintenance
Is the [lessee/hirer//borrower] responsible for the repair and maintenance of the goods at its own cost and expense?
[insert findings]
Insurance
What are the insurance obligations on the part of the [lessee/hirer//borrower] in respect of the goods?  If so, is there a requirement that the Participant’s interest is noted on the policy as owner of the goods?
[insert findings]
Who would receive the insurance proceeds on a (a) total loss; (b) partial loss?
[insert findings]
Outgoings
Is the [lessee/hirer//borrower] responsible for the outgoings (including, without limitation, taxes, fines and duties) in connection with the goods?
[insert findings]
Operator’s Licence
Is the [lessee/hirer//borrower] responsible for the holding and maintenance of an operator’s licence (if required)?
[insert findings]
Identification of goods and registration
Is there any obligation to mark or identify the goods as belonging to the Participant (for example identification plates or, in the case of auto finance arrangements, name plates)?
[insert findings]
Are there any registration requirements in relation to the owner of the goods and have these been made?
[insert findings]
Implied warranties
Are the goods supplied with the benefit of any actual or implied warranties from the Participant (including with respect to quality, condition, performance, correspondence with sample or fitness for purpose)?
[insert findings]
Payments
What are the payment terms (loan repayment or rent payments) and are the payments variable?
[insert findings]
Prepayment 
What are the restrictions on the [lessee/hirer/borrower] making early repayments in respect of its [lease / hire purchase arrangement / loan]?  If so, in what circumstances and on what conditions (including payment of a prepayment or termination fee)?
[insert findings]
Is there a hell or high water provision?
[insert findings]
Guarantee
Is there a standard form of guarantee used in relation to the Standard Asset Finance Documentation?
[insert findings]
Provide a brief summary of the key terms for example, what obligations are guaranteed, is there also an indemnity, is the guarantee on demand, is there a waiver of defences etc.
[insert findings]
Is there a cap on the liability of the guarantor under the guarantee?  If so, please include details.
[insert findings]
Does the guarantee contain any restriction on the assignment of the [lease / hire purchase arrangement / loan] in favour of a third party or requirements with respect thereto (e.g. notifications, consents or accession to documents)?
[insert findings]
Security
Is there a standard form of security in relation to the Standard Asset Finance Documentation?
[insert findings]
Does the security secure the repayment of all advances, interest, costs and expenses payable by the relevant [lessee/hirer/borrower]/guarantor under the [lease / hire purchase arrangement / loan]?
[insert findings]
Is the [lessee/hirer/borrower] prohibited from granting any further security beyond that granted to the Participant?
[insert findings]
Governing Law
What is the governing law and jurisdiction expressed to be in the underlying [lease / hire purchase arrangement / loan] and any related guarantee and security documentation?
[insert findings]
Events of Default
Is there a set of events of default which state the circumstances in which the Participant is entitled to accelerate repayment of (in the case of loan arrangements), or otherwise terminate (in the case of lease or hire purchase arrangements), the [lease/hire purchase arrangement/loan] and exercise powers of repossession and/or sale?
[insert findings]
Confidentiality
Are there any restrictions on the disclosure of communications, financial and/or other information to the Bank and/or to any third party assignee or transferee?
[insert findings]
Data Protection
Please describe the data protection provisions set out in the Standard Asset Finance Documentation (in particular, any prohibition on the transfer of information relating to the [lessee/hirer/borrower] or the holding of such information).
[insert findings]
[bookmark: _Ref286228352]DETAILED FINDINGS REGARDING THE SAMPLE contracts
Have the Sample Contracts been written on the terms and conditions set out in the relevant Standard Asset Finance Documentation without material amendment?
[insert findings and if amendments have been made, explain what they are]
Have all of the Sample Contracts been signed by the [lessee/hirer/borrower] and witnessed?
[insert findings]
Which type of unregulated agreement do the Sample Contracts fall into: 
[lessee/hirer/borrower] is a body corporate;
[lessee/hirer/borrower] is a partnership with 4 or more partners;
the payments under the relevant contract are more than £25,000 (including VAT) where the Goods to be financed are to be used wholly or predominantly for the purpose of the [lessee/hirer/borrower]’s business; or
[lessee/hirer/borrower] has given a Declaration of High Net Worth and a separate Statement of High Net Worth has been obtained.
[insert findings]
What type of assets do the Sample Contracts relate to?
[insert findings]
Are the goods which form the subject of the Sample Contracts new or old?
[insert findings]
If there are return conditions for any goods under a Sample Contract, what are these and are the return conditions consistent across the Sample Contracts?
[insert findings]
What is the average term of the Sample Contracts?
[insert findings]
Have any guarantees been granted in respect of any of the Sample Contracts?  What is the relationship between the [lessee/hirer/borrower] and the guarantor?
[insert findings]
Has any security been granted in respect of any of the Sample Contracts?  If yes, what form of security has been granted?
[insert findings]
LIMITATIONS AND QUALIFICATIONS
This Report is issued subject to the following limitations and qualifications:
The information given in this report is based on our review of the Standard Asset Finance Documentation and the documentation supplied to us by the Participant regarding the Sample Contracts.  We cannot say, from our review, that this is the documentation that has been applied in practice, save where expressly stated otherwise in this report.
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 Sample Contracts and the Standard Asset Finance Documentation and should not be treated as a substitute for specific legal advice concerning individual situations or concerns.
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.
We have not carried out any independent verification that the Standard Asset Finance Documentation has been used in connection with the origination of each loan in the Proposed Portfolio.
This report does not address tax or financial due diligence.
Yours faithfully,

SCHEDULE 1
Standard Asset Finance Documentation
[Please insert list] 

SCHEDULE 2
Sample Contracts
[Please insert list]

SCHEDULE 3
Proposed Portfolio 
[Please insert list]
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