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1.1 [bookmark: _Toc225518678]Introduction
This guidance accompanies the template Facility Agreement (Template or Agreement) for use where the Community Energy Group (CEG) is providing loan funding to a borrower entity. 
The Agreement is a standard form facility agreement which sets out the terms on which the CEG, as lender, will make loan funds available to the borrower, and the conditions under which those funds must be repaid.
The Template is drafted for use in respect of a Shared Revenue Shared Ownership Project whereby the CEG provides loan funding and receives revenue from the project under a separate Revenue Sharing Agreement.  The Template can be adapted for other use cases involving a CEG providing loan funding to a Developer or the Developer’s SPV but will need tailoring to the specifics of your project. 
The Template assumes the involvement of a Project Monitor to carry out technical due diligence and provide the CEG with independent advice on both initial and ongoing project risks.  If such a role is not to be carried out for the Project, references to Project Monitor should be removed throughout the Template.
The Template provides for both a maximum facility amount and conditions precedent that must be satisfied before funds can be drawn down. This structure allows for staged funding as the project progresses, with the CEG retaining control over disbursement through the drawdown request process and the ability to verify that funds are being used in accordance with the agreed budget.
The Template includes security provisions, allowing the CEG to take security over the borrower's assets pursuant to a Debenture and/or charge over the shareholder's shares in the borrower pursuant to a Share Charge (see the separate guidance on the template Debenture and template Share Charge). Any Debenture or Share Charge, together with any relevant subordination deed (see glossary), are essential components of the financing structure that helps to protect the Lender's position.
Provided that there is some value in the assets the subject of the security, such security has been properly perfected (including by registration at each relevant registry and notice of the security provided to any relevant third party) and is not at risk of being set aside by a court in any insolvency proceedings relating to the borrower this provides the CEG with recourse for its loan investment and priority against other, unsecured creditors (other than creditors mandatorily preferred by law) in the event of insolvency or other default of the borrower.
[bookmark: _Hlk222489412]NOTE FOR USERS OF THIS GUIDANCE DOCUMENT:  
This guidance document has been developed for use by Community Energy SO projects only. It is intended to provide a useful starting point for conducting your Community Energy SO Project but is guidance only. This guidance does not promote the use of any particular shared ownership model. You will need to review and develop it in conjunction with your legal, financial, technical and procurement advisors to reflect your requirements and the circumstances of your project.  Although we have taken care in the production of this guidance document, you cannot rely on it as legal advice and no warranty, express or implied, is given as to its accuracy nor does [Bird & Bird] accept any liability for any error or omission.  You must take your own independent legal advice in relation to the development of appropriate documents for your project.  


2.1 [bookmark: _Toc217320669][bookmark: _Toc217320670][bookmark: _Toc225518679]Use of Template and this Guidance 
Capitalised terms not defined in this guidance have the meaning given to them in clause 1 (Definitions and Interpretation) of the Template. See also the Glossary below to aid in your understanding of some of the key terms and abbreviations used in this guidance.
This guidance note provides a clause-by-clause commentary on the provisions contained within the Template.
The Template has been prepared on the basis that certain details will need to be inserted on a project-specific basis (and these areas are marked for specific attention with a [  ]).
The Template may also need to be amended in various ways to take into account the specifics of particular arrangements agreed between the CEG and the Developer. This includes where there is optionality between certain clauses, where the applicable clause to be used for a given Shared Revenue Shared Ownership Project will depend on the specifics of the particular arrangement agreed. Optionality is marked with [  ] around the relevant clauses and explained in the clause-by-clause commentary below.
The Template should be read in conjunction with any relevant agreements (e.g. a Revenue Sharing Agreement) and any Project Documents. The interplay between these documents is important, particularly in relation to funding obligations, default provisions, and the relationship between loan repayment and revenue sharing arrangements. Care should be taken to ensure consistency between the documents and to avoid conflicts that could create uncertainty or disputes.
[bookmark: _Toc225518680]Glossary of Key Terms and Abbreviations
	Term
	Definition

	Availability Period
	The period during which the Borrower is entitled to submit a Drawdown Request and draw down funds under the Facility, after which any undrawn amounts shall be cancelled.

	Borrower
	The Developer's (special purpose vehicle) SPV who is borrowing funds from the CEG (by way of loan).

	CEG (Community Energy Group)
	The community energy group, who is party to the Facility Agreement as Lender.

	Change of Control
	An event occurring when a person or group of persons acting in concert acquires or comes to hold, directly or indirectly, a controlling interest in the Borrower or its ultimate parent, or where the composition of the Borrower's board or governing body changes such that those who controlled it prior to the relevant event no longer do so, which may constitute an event of default or require lender consent under the Facility Agreement.

	Conditions Precedent
	The conditions that must be satisfied before the Borrower is entitled to make a Drawdown Request or before the CEG is obliged to advance funds under the Facility, including delivery of constitutional documents, legal opinions, security documents, and any other documents or evidence specified in the Facility Agreement.

	Debenture
	The deed creating fixed and floating charges over all or substantially all of the Borrower's assets, including its interest in the Project, as security for the repayment of all sums due under or in connection with the Facility Agreement.

	Developer
	The commercial operator, engaged in the development, construction and/or operation of the renewable energy project(s).

	Drawdown Request
	A written request submitted by the Borrower to the CEG in the form prescribed by the Facility Agreement, specifying the amount to be drawn down, the proposed drawdown date, and such other information as the CEG may require, confirming that all Conditions Precedent have been satisfied and no event of default is continuing.

	Facility
	The loan facility made available by the CEG to the Borrower under the Facility Agreement in an aggregate principal amount not exceeding the amount specified therein, to be used solely for the purposes agreed between the parties (typically to finance the Borrower's acquisition of or investment in the Shared Ownership Project).

	Indemnity
	A promise to compensate someone for a loss or liability. 

	Lender
	The CEG entity providing the loan facility to the Borrower. 

	Obligor(s)
	The Borrower and the Shareholder - the two entities that have primary obligations under the Finance Documents, including borrowing, granting security, and complying with various covenants and undertakings throughout the term of the Agreement.

	Principal Amount
	The aggregate amount advanced or to be advanced by the CEG to the Borrower under the Facility, excluding any interest, fees, or other amounts that may become payable under the Facility Agreement, as reduced from time to time by repayments made by the Borrower.

	Revenue Sharing Agreement
	An agreement entered into between the CEG and the Developer (and/or the Borrower) pursuant to which a defined share of the revenues generated by the Project is allocated to the CEG.

	Shareholder
	The Developer (in the context of this Facility Agreement) who owns 100% of the Borrower, and is one of two Obligors (alongside the Borrower).

	Shared Ownership / Shared Ownership Project (SO Project)
	An arrangement whereby a CEG acquires an ownership stake (or right to revenue) in a renewable energy project.

	Shared Revenue Shared Ownership Project
	A variant of the Shared Ownership Project in which the community interest is structured through a Revenue Sharing Agreement rather than through direct asset ownership or equity participation, with the CEG receiving an agreed share of project revenues rather than holding a direct ownership stake in the generating assets.

	Sponsor
	The Sponsor is the ultimate parent company in the ownership structure of the Borrower. Specifically, the Sponsor owns 100% of the Shareholder, who in turn owns 100% of the Borrower.

	Special purpose vehicle (SPV)

	A company created for a specific, limited purpose, typically to hold a particular asset or carry out a particular project. SPVs ring-fence risk and keep specific projects separate from other business activities.

	Waiver
	The voluntary giving up of a right or claim. 

	Warranties
	A promise or assurance about the state of affairs of a company or the accuracy of certain facts. If a warranty proves to be untrue, the party who gave it may be liable for any losses suffered as a result.






3.1 [bookmark: _Toc225518681][bookmark: _Toc225518682]Clause-by-clause commentary
3.1.1 [bookmark: _Toc225518683]Parties 
[bookmark: _Hlk222490434]Action Required:

· Insert the parties' details (including, where applicable, full legal name, legal form, registration number, and registered office address for each party).
· Confirm the legal form of each party and amend if either the Borrower or CEG is a different form of entity from those assumed in the Template.
3.2.1 [bookmark: _Toc225518684][bookmark: _Hlk222490451]Clause 1: Definitions and Interpretation 
Purpose: The definitions section establishes clear, consistent meanings for key terms that are used multiple times throughout the Template, or terms that have specific meanings different from ordinary use. This enhances clarity, reduces ambiguity, and helps prevent disputes arising from differing interpretations of terminology. All defined terms are capitalised (e.g. Project).
Action Required: 
· Review the definitions and insert relevant information where there are [ ].
· Review all other definitions to ensure they are appropriate to the Proposed Transaction and amend/delete/add definitions as necessary.
3.3.1 [bookmark: _Toc225518685][bookmark: _Hlk222490491]Clause 2: The Facility  
Purpose: This clause sets out the maximum principal amount of the loan facility that the Lender is making available to the Borrower.
Action Required: 
· Insert the Total Facility Amount (i.e. the maximum amount the CEG will lend).
3.4.1 [bookmark: _Toc225518686][bookmark: _Hlk222490612]Clause 3: Purpose 
Purpose: This clause requires the Borrower to use the loan for funding the costs of the project in accordance with an agreed Budget (the Budget is defined as the annual construction budget of the project approved by the Lender and will need amending if the loan is permitted to be used for other project costs). 
This gives the Lender control over how its funds are used and ensures they support the intended project.
The clause clarifies that whilst the Borrower must use funds for the specified purpose, the Lender is not obliged to monitor or verify actual use.
Action Required: 
· Ensure the Budget clearly itemises all anticipated and agreed costs so that the purpose restriction is meaningful. The drawdown request process in clause 5 and the conditions precedent in clause 4 give you practical controls over disbursement.
3.5.1 [bookmark: _Toc225518687]Clause 4: Conditions Precedent 
Purpose: This clause sets out two tiers of conditions that must be satisfied before the Lender is required to advance funds: (1) initial conditions precedent in Schedule 1 that must be satisfied (or waived by the Lender) before any drawdown request can be made, and (2) continuing conditions that must be satisfied (or waived by the Lender) on the date of each drawdown request and each drawdown date.
Action Required: 
· Complete Schedule 1 with all documents and evidence required before initial drawdown (see guidance on Schedule 1 below).
· Consider whether to include the optional provision at clause 4.2.5 regarding amounts due from Developer to Lender.
· Review all conditions to ensure they are appropriate for your project. 
· If you need additional conditions, add them to clause 4.2 or Schedule 1 as appropriate.
· Clause 4.2.6 assumes that you and the Developer also have a Shared Revenue Agreement in place. Consider whether to delete this clause or replace the reference if you are using the Agreement in a different context. 
The Lender has the sole right to waive these conditions, giving it full control over whether to advance funds if any conditions precedent have not been met. 
Guidance to CEG: These conditions are critical protections. The requirement to verify that each drawdown is provided for in the Budget and within cost category limits gives you control over project spending. The Project Contingency control prevents double-dipping. The link to the Shared Revenue Agreement (or other agreement as appropriate) at clause 4.2.6 ensures consistency between your agreements. Review each drawdown request carefully and require supporting documentation to verify compliance with these conditions.
3.6.1 [bookmark: _Toc225518688]Clause 5: Drawing 
Purpose: This clause sets out the mechanics for the Borrower to request and receive loan advances during the Availability Period.  It specifies that each drawdown request must be made in the form set out in Schedule 2 and must include specified information and supporting documentation. Importantly, when the Borrower submits a drawdown request, it makes representations and warranties to the Lender that all conditions precedent in clause 4.2 are satisfied. This clause also ensures that any undrawn (i.e. unused) facility amount is automatically cancelled at the end of the Availability Period. 
Action Required: 
· Insert the number of Business Days' notice required for drawdown requests.
· Consider the text in square brackets at clause 5.2, which explains that the CEG failing to advance a Loan if all terms and conditions of the Facility Agreement have been met is not a breach of the Revenue Sharing Agreement (or other relevant agreement); delete if there is no other relevant agreement in place, or replace the reference to the Revenue Sharing Agreement if necessary. 
· Insert the number of Business Days within which administrative/technical failures to pay must be remedied (if including the optional provision in clause 5.2).
· Review Schedule 2 (Form of Drawdown Request) and tailor as needed.
Guidance to CEG: The irrevocable nature of drawdown requests protects you from the Borrower changing its mind after you have prepared to advance funds. However, your obligation to advance is conditional on all the conditions precedent being satisfied - if they are not, you have no obligation to lend. Maintain careful records of all drawdowns to track amounts advanced against the Total Facility Amount and the Budget categories.
3.7.1 [bookmark: _Toc225518689]Clause 6: Interest 
Purpose: This clause sets out (1) the interest rate payable on the loan; (2) the interest rate payable on late payments; and (3) when interest is due.
Action Required: 
· Insert the interest rate percentage payable on the loan.
· Decide whether interest is a fixed percentage or calculated as a margin above the Bank of England's Base Rate.
· If using a variable rate, ensure the Bank of England's Bank Rate definition is included in clause 1.
Interest accrues daily on each loan at the specified rate and is payable in full on the Repayment Date.
Default interest at 2% above the normal rate applies if any payment under the Agreement is late, payable on demand. This incentivises timely payment and compensates the Lender for the increased credit risk and administrative burden of late payment.
Guidance to CEG: Consider carefully what interest rate is appropriate given the risk profile of the project, the security you are taking, and the return your members expect. A fixed rate provides certainty for both parties. A variable rate linked to Bank of England Base Rate means your return adjusts with broader economic conditions but creates uncertainty for financial planning. Discuss with your financial advisers to determine the appropriate rate for your organisation's investment objectives.
3.8.1 [bookmark: _Toc225518690]Clause 7: Repayment 
Purpose: This clause requires the Borrower to repay the full amount of all loans plus accrued interest on the Repayment Date.
The Repayment Date is defined in clause 1 as the earlier of an Exit (subject to the Shared Revenue Agreement (or other relevant agreement)) or a specified long-stop date. An "Exit" means a Change of Control or sale of substantially all the Borrower's assets.
This structure means:
· If the project is sold or there is a change in ownership, the loan becomes immediately due and payable (ensuring the Lender is repaid before proceeds are distributed to the shareholder);
· Otherwise, repayment occurs on the long-stop date; and
· The relationship with the Shared Revenue Agreement (or other relevant agreement) must be carefully considered to ensure the timing of loan repayment and revenue sharing are properly coordinated.
If the loans are instead to be repaid in instalments, this clause should be adapted, but the reference to an Exit should be retained.

Action Required:
· Insert the long-stop Repayment Date in the definition in clause 1.
· Ensure this date is realistic given the project timeline and expected cashflows.
· If applicable, carefully review the Shared Revenue Agreement (or other relevant agreement) to ensure the repayment provisions are consistent.
3.9.1 [bookmark: _Toc225518691]Clause 8: Costs 
Purpose: This clause requires the Borrower to reimburse the Lender for costs and expenses incurred in connection with the loan facility and to indemnify the Lender for stamp duties and similar taxes.
Guidance to CEG: This clause enables you to recover your legal and other professional costs. "Reasonable" costs means you cannot recover excessive or unnecessary expenses. Keep records of costs incurred and provide appropriate invoices when requesting reimbursement. 
3.10.1 [bookmark: _Toc225518692]Clause 9: Payments 
Purpose: This clause sets out the mechanics for how payments must be made under the Finance Documents. 
This clause specifies that all payments must be: 
· In GBP; 
· In immediately available cleared funds; 
· To the bank account notified by the Lender; 
· Made in full without any set-off, counterclaim, condition, deduction or withholding. The effect of this clause is that the net full amount received by the Lender will not be affected by any set-off, counterclaim, deduction or withholding. 

3.11.1 [bookmark: _Toc225518693]Clause 10: Representations and Warranties
Purpose: This clause contains factual statements (i.e. "Warranties") that the Borrower makes to the Lender on the date of the Agreement, which are then deemed repeated on each drawdown request date, each drawdown date and the agreed dates specified in the Agreement. If any Warranty proves to be untrue, it will act as a drawstop for further advances and the Lender may have a claim for damages and/or an Event of Default may occur. 
Action Required: 
· Review all Warranties carefully to ensure that they are appropriate in the circumstances (and the Borrower should ensure that they can properly give them).
· Complete clause 10.33 with any additional project-specific warranties, following completion of due diligence on the Project.
· Ensure consistency with warranties in other Transaction Documents (particularly the Shared Revenue Agreement if relevant).
· Consider when the Warranties should repeat – in addition to each drawdown request date and each drawdown date, they would normally also repeat periodically on each interest payment date.  However, under the transaction structure in the Template, interest accrues and is only payable on the Repayment Date, so separate dates will need to be agreed and inserted.  These can be Test Dates, to align with the financial covenant testing.
· Consider whether any Warranties should be qualified by materiality, knowledge or other limitations. For example, a Warranty can be provided “So far as the Borrower is reasonably aware”, which reduces the Borrower’s liability for unknown circumstances that might mean that a Warranty is untrue.
Guidance to CEG: These Warranties are critical protections. They ensure you have accurate information about the Borrower, the Project and the Sponsor before advancing funds. The deemed repetition on each drawdown means the Borrower must confirm the position remains accurate each time it requests funds - if circumstances change, this will be disclosed or will constitute a breach. A breach of warranty can trigger an Event of Default (clause 15.3) and may also give you a claim for damages. 
3.12.1 [bookmark: _Toc225518694]Clause 11: Covenants 
Purpose: This clause contains ongoing obligations (covenants) that the Borrower must comply with from the date of the Agreement until all amounts under the Finance Documents have been repaid. Breach of a covenant (if not remedied within any applicable cure period) constitutes an Event of Default. 
Covenants are a standard feature of loan agreements and serve to protect the Lender by:
· Providing visibility: Information covenants ensure the Lender receives regular financial and operational updates, enabling it to monitor the Borrower's performance and identify problems early

· Maintaining the status quo: Affirmative covenants (requiring the Borrower to do certain things) ensure the Borrower maintains its business, assets, authorisations and insurance in good order

· Preventing value erosion: Negative covenants (prohibiting the Borrower from doing certain things) prevent the Borrower from taking actions that could diminish the value of its assets, prejudice the Lender's security, or increase risk to the project

· Ensuring compliance: Compliance covenants require the Borrower to comply with applicable laws and the terms of project contracts, reducing legal and operational risks.

Action Required: 
· Review the time limits for the Borrower to provide accounts after the end of each financial year (clauses 11.1.1 and 11.1.2)  
· Decide whether to include clause 11.7's "substantial" qualifier
· Insert the de minimis (i.e. minimum) amount for disposals at clause 11.9.3 
· Consider what threshold for settling insurance claims (clause 11.20.2) is appropriate
· Review the list of notification events in clause 11.21; remove and/or add any project-specific matters
· Consider whether the percentage threshold for cost overruns (currently 5%) in clause 11.21.14 is appropriate
3.13.1 [bookmark: _Toc225518695]Clause 12: Financial Covenants 
Purpose: This clause sets out quantitative financial tests (financial covenants) that the Borrower must comply with throughout the life of the loan. These tests are designed to give the Lender early warning of financial deterioration and to ensure that the Project generates sufficient revenue to service its debt obligations. The financial covenants in clause 12 are tested quarterly by reference to the financial statements and Compliance Certificates delivered by the Borrower pursuant to clauses 11.1.1, 11.1.2 and 11.2.
The key financial covenants are:
· Debt to Equity Ratio (clause 12.2): a cap on the ratio of the Borrower's outstanding indebtedness to its paid-in equity capital, which limits the Borrower's financial leverage.
· Historic Debt Service Cover Ratio (HDSCR) (clause 12.3): a backward-looking test measuring whether the Project's historical revenues were sufficient to cover its debt service obligations.
· Projected Debt Service Cover Ratio (PDSCR) (clause 12.4 — optional): a forward-looking equivalent of the HDSCR, based on the Base Case.
· Loan Life Coverage Ratio (LLCR) (clause 12.5): a forward-looking test measuring whether the net present value of forecast revenues over the remaining life of the loan is sufficient to repay the outstanding debt.
Action Required: 
· Review the financial definitions in clause 12.1 to ensure they are relevant to your Project. 
· Review and decide which financial covenants are appropriate for your Project — the PDSCR (clause 12.4) and the equity cure provisions (clauses 12.7 and 12.8) are optional.
· Insert the maximum Debt to Equity Ratio at clause 12.2.
· Insert the starting Test Date and minimum HDSCR threshold at clause 12.3.
· If including clause 12.4, insert the starting Test Date and minimum PDSCR threshold.
· Insert the minimum LLCR threshold at clause 12.5.
· Insert the Discount Rate at the definition of "Discount Rate" in clause 12.1 — this can be a fixed percentage or a formula linked to the forecast weighted average interest rate.
· Insert the Test Dates and confirm the definition of "Relevant Period" at clause 12.1.
· Insert the reference to the Base Case financial model in the definition of "Base Case" at clause 12.1.
· Review and select between the alternative drafting options marked [OR] throughout clause 12.1 (including whether calculations are on a paid or accrued basis and whether they apply to the Borrower or each Obligor).
· Consider whether the optional Commodity Hedging Transaction provisions are relevant to your Project; if not, delete those references from the financial definitions and the Operating Costs definition.
· If including the equity cure provisions, insert the permitted number of cures per covenant per financial year and in aggregate before the final Repayment Date in clauses 12.7 and 12.8.
Guidance to CEG: The financial covenants are among your most important protections as Lender, providing quantitative early warning of financial stress. The HDSCR gives you a backward-looking measure of historical performance, while the LLCR gives a forward-looking measure of the Project's ability to repay the loan over its remaining life. Ensure the covenant thresholds are set at levels that reflect the risk profile and cashflow characteristics of your Project — seek your financial advisers' input. The Compliance Certificate (Schedule 3) is the formal mechanism by which compliance is reported. If including the equity cure right, consider carefully how many cure opportunities are appropriate and ensure the restrictions in clause 12.8 prevent overuse. Seek legal advice before taking action in response to any financial covenant breach.
3.14.1 [bookmark: _Toc225518696]Clause 13: Budgets and Reporting 
Purpose: This clause sets out detailed information and reporting obligations on the Borrower throughout the life of the loan. It operates in two phases: 
1. the construction phase (from first drawdown to Substantial Completion); and 
2. the operational phase (from Substantial Completion to final repayment).
It is the primary mechanism by which the Lender monitors the progress and performance of the Project.
Action Required:
· Review and confirm the permitted tolerance for unilateral Construction Budget revisions (currently 5% per line item, capped at £10,000 per month and £50,000 per year) at clause 13.1.1 and adjust to reflect your Project's scale and risk appetite.
· Confirm the 15 Business Day period for the Borrower to respond to a request for a revised Construction Budget (clause 13.1.3) and Annual Operating Budget (clause 13.2.3).
· Confirm the 30 Business Day lead time for delivery of the initial Annual Operating Budget before Substantial Completion (clause 13.2.1.1).
· Review clause 13.3.1.9 and identify any project-specific information to require in construction reports on an ongoing basis.
· Consider whether the optional production hours and metered output estimate at clause 13.4.4 is relevant to your Project and, if so, tailor accordingly.
· Consider whether the optional average, maximum and minimum metered output and production hours at clause 13.5.4 is appropriate for your Project.
· Check and update the cross-reference to clause 13 in the definition of "Construction Budget" in clause 1 once the clause numbering is finalised.
Guidance to CEG: The reporting obligations in clause 13 are a window into the progress and performance of the Project. Regular, detailed reports allow you to identify problems early and take action before they escalate. During construction, the monthly reports allow you to track progress against the Development Programme and the Construction Budget and identify any emerging Forecast Funding Shortfall. After Substantial Completion, the quarterly operating reports allow you to monitor revenue performance against the Annual Operating Budget, which feeds directly into financial covenant testing under clause 12. 
3.15.1 [bookmark: _Toc225518697]Clause 14: Access and Inspection Requirements 
Purpose: This clause supplements the reporting obligations in clause 13 by giving the Lender active rights to inspect the Site, the Project and the Borrower's books and records, and to attend meetings and tests. These rights allow the Lender to verify information provided by the Borrower and to conduct its own independent assessment of the Project's progress and condition, and to minimise, any disruption to the operation of the Project.
Action Required:
· Review and confirm notice period required for tests, inspections and meetings at clause 14.3 and adjust if appropriate for your Project.
· Review the references to the O&M Contract and the Power Purchase Agreement at clause 14.3 and update to reflect the actual Project Documents relevant to your Project; delete any that are not applicable.
· Consider whether the optional references to material tests or inspections under the EPC Contract and progress meetings under the EPC Contract at clauses 14.3.1 and 14.3.2 are appropriate for your Project.
· Ensure that any confidentiality obligations in the Project Documents are identified so that access rights can be exercised consistently with clause 14.7.
Guidance to CEG: The access and inspection rights in clause 14 are a critical complement to the reporting obligations in clause 13 — they allow you to verify information independently rather than relying solely on what the Borrower provides. These rights are particularly valuable if you have concerns about compliance or the accuracy of reports — for example, where construction appears to be falling behind programme or costs appear inconsistent with reported progress. 
3.16.1 [bookmark: _Toc225518698]Clause 15: Events of Default
Purpose: This clause defines the events or circumstances that constitute an Event of Default, giving the Lender the right to cancel its commitments, accelerate repayment, and enforce security. Events of Default represent fundamental breaches or circumstances where the Lender's investment is at risk.
	Action Required 
· Insert the cure period for non-payment defaults at clause 15.2 
· Decide whether to include Material Project Party and/or Sponsor in clauses 15.4, 15.5, 15.6, and 15.8 – 15.11 
· Insert the de minimis threshold for cross-default (clause 15.5) - consider what amount is material in the context of your facility; 
· Insert the threshold amount for enforcement (clause 15.12) and the cure period; 
· Review clause 15.15.3 and confirm whether breaches of Project Documents require a cure period or are immediate Events of Default; 
· Consider whether to include the term “material” at clause 15.16.2
· Insert the cure period for abandonment (clause 15.20); 
· Review all Events of Default to ensure they are appropriate for the Project  
· Ensure consistency with events of default in the Shared Revenue Agreement (or other agreement as relevant) and other Transaction Documents.
Guidance to CEG: Events of Default define the circumstances in which you can call the loan and enforce your security. Some Events of Default (such as non-payment, misrepresentation, invalidity of Finance Documents) are fundamental and should not have cure periods. Others (such as breach of covenants) may be capable of remedy and should have a reasonable cure period. Consider carefully which Events of Default should apply to the Sponsor and Material Project Parties - these extend your protections beyond the Borrower but may be difficult to monitor. The cross-default provision (clause 15.5) ensures that if the Borrower defaults on other debt, you can take action. Set the de minimis threshold for cross-default at a level that captures material defaults while excluding trivial matters. The material adverse change Event of Default (clause 15.21) is a "catch-all" that gives you flexibility to act if unforeseen circumstances threaten your position. Clause 15.22 gives you four remedies - you can choose which to exercise depending on the circumstances. Seek legal advice before exercising remedies to ensure you comply with all procedural requirements.
3.17.1 [bookmark: _Toc225518699]Clause 16: Set-Off
Purpose: Set-off is the process where two parties with mutual, reciprocal debts cancel out or reduce their financial obligations to each other. This clause gives the Lender the right to set off any liability the Borrower owes to the Lender against any liability the Lender owes to the Borrower, after an Event of Default has occurred. This enables the Lender to reduce its exposure by netting liabilities.
The Lender may set off liabilities whether they are present or future, liquidated or unliquidated, and may convert currencies at market rates for set-off purposes. Exercise of set-off rights does not limit the Lender’s other rights or remedies.
The Lender does not have to exercise set-off rights but must notify the Borrower promptly if it does.
Guidance to CEG: Set-off is a useful remedy if the Borrower owes you money but you also owe money to the Borrower (for example, if you have received insurance proceeds as first loss payee that should be applied to rebuilding but the Borrower has defaulted). You can apply the amounts you owe against amounts owed to you, reducing your net exposure. Remember this right only arises after an Event of Default.
3.18.1 [bookmark: _Toc225518700]Clause 17: Calculations and Certificates 
Purpose: This clause explains how interest is calculated and confirms that the Lender's records of what is owed are treated as reliable evidence, so long as it is not obviously incorrect.
Interest accrues daily on the loan. As the Template assumes a sterling loan, it is calculated based on the actual number of days that have passed and a 365-day year. This is sometimes called the "ACT/365" day count convention. 
For example, if £100,000 is borrowed at 5% interest for 30 days:
· Daily interest = £100,000 × 5% ÷ 365 = £13.70 per day
· Total interest for 30 days = £13.70 × 30 = £411.00
This approach is standard in sterling denominated loan agreements and helps both parties by providing certainty and reducing the potential for disagreements.
3.19.1 Clauses 18 - 24: Standard Provisions
[bookmark: _Hlk221786979][bookmark: _Hlk221712665]Purpose: Clauses 18 – 24 contain standard 'boilerplate' provisions that are common to most commercial contracts and govern important procedural and administrative matters such as how the Agreement can be varied, how notices must be served, and which governing law applies to the contract.
Action Required:
3.19.1 Complete the addresses, email addresses and contacts for service of Notices for the Parties (clause 21 - Notices)
3.19.2 Confirm English law and jurisdiction are appropriate and verify that this aligns with the underlying contract (clause 24 - Governing Law and Jurisdiction) 
Clause 18 – Amendments, Waivers, Consents and Remedies: This clause provides that amendments or waivers must be in writing and signed by the parties. This prevents informal or accidental variations and ensures all amendments are properly documented and authorised. 
These provisions state that failure to exercise rights does not constitute waiver, and that waivers of specific breaches do not waive subsequent breaches. This preserves the parties' rights even if they choose not to enforce them immediately or in relation to specific breaches.
This clause also confirms that rights and remedies are cumulative and not exclusive of other legal rights. This ensures a party can pursue multiple remedies simultaneously and is not forced to choose between contractual and legal rights
Clause 19 - Severance: These provisions state that invalid or unenforceable provisions are severed without affecting the rest of the Agreement. Severance provisions protect the Agreement from being entirely invalidated if one provision is found unenforceable.
Clause 20 – Assignment: This clause sets out the rights of each party to assign (transfer) their rights or obligations under the Agreement. It gives the Lender broad flexibility to assign its rights whilst preventing the Borrower from assigning without consent.
Clause 21 - Notices: These provisions establish comprehensive notice requirements, including methods of service (hand delivery, first class recorded delivery, or email), deemed receipt times, and party contact details. Proper notice provisions are critical for enforcing rights (particularly making demands under the guarantee) and avoiding disputes over whether notice was validly given.
Clause 22 - Counterparts: These provisions allow execution in counterparts, with effectiveness conditional on all Parties delivering executed counterparts. This facilitates execution when Parties cannot meet in person.
Clause 23 - Third Party Rights: This clause excludes third party enforcement rights under the Contracts (Rights of Third Parties) Act 1999, except as expressly provided. This prevents unintended third parties from enforcing the Agreement, giving the Parties control over who can bring claims.
Clause 24 - Governing Law and Jurisdiction: These provisions establish the law of England and Wales as the governing law. This provides certainty on which law applies, preventing costly jurisdictional disputes.
3.20.1 Schedule 1 
Purpose: Schedule 1 sets out an initial "gateway" list of documents and evidence that must be delivered to the Lender and approved by the Lender before the Borrower is permitted to submit any drawdown request. This Schedule works in conjunction with Clause 4 (Conditions Precedent) to create a two-tier system of conditions ( initial conditions precedent and continuing condition precedent) that protect the Lender.
Action Required: 
· Tailor Schedule 1 to your specific project - not all conditions will be relevant for all projects, and you may need additional conditions
· Decide whether to require shareholder resolutions from the Sponsor in addition to the Obligors (paragraph 1.5)
· Decide whether to require a certificate from the Sponsor in addition to each Obligor (paragraph 1.7)
· Decide whether to include the requirement for notices under Security Documents (paragraph 2.2 - entire paragraph is optional)
· Insert the specific planning permission details required (paragraph 3.3(a))
· Insert a complete list of all principal governmental approvals required for construction and operation of the Project (paragraph 3.3(b)) 
· Ensure the Necessary Consents listed in paragraph 3.3 match those defined in Clause 1 
· Insert the date of the most recent unaudited financial statements required (paragraph 4.2) 
· Decide whether Material Project Party financial statements need to be audited (paragraph 4.3) 
· Decide whether to require due diligence reports (paragraph 5.2 - entire paragraph is optional)
· Insert the schedule number that lists the required Insurance Policies (paragraph 5.3 - appears twice in that paragraph)
· Decide whether the Lender or a Security Trustee should be noted as first loss payee on insurance policies (paragraph 5.3(a))
3.21.1 Schedule 2: Form of Drawdown Request
Purpose: This schedule provides a standard form for the Borrower to use when requesting a drawdown of the loan.

Action Required: 
· Review the form and tailor as necessary for your project; 
· Ensure the confirmations and representations are consistent with clause 4.2 and clause 5.3; and 
· Consider what supporting documentation should be listed as enclosures (e.g., invoices, payment certificates, evidence that the amount is within the Budget).
3.22.1 Schedule 3: Form of Compliance Certificate 
Purpose: This schedule provides the prescribed form of Compliance Certificate to be delivered by the Borrower alongside each set of financial statements pursuant to clause 11.2. The Compliance Certificate is the formal mechanism by which the Borrower certifies compliance with the financial covenants in clause 12 and confirms whether any Potential Event of Default is continuing.
Action Required:
· Insert the Total Facility Amount, date of the Facility Agreement, and full legal names of the Borrower and Lender in the header.
· Confirm the reference to clause 12 as the financial covenants clause and update if clause numbering changes.
· Agree the format of the computation workings to be enclosed with each Compliance Certificate with your financial advisers and the Borrower in advance, to ensure they are prepared consistently.
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