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Sample	letter	borrowing	money	from	a	friend

A	personal	loan	agreement	is	a	legal	document	that	is	completed	by	a	lender	and	a	borrower	to	establish	the	terms	and	conditions	of	a	loan.	The	loan	agreement,	or	“note”,	is	legally	binding.	This	document	is	considered	to	be	a	contract	and	therefore	the	borrower	shall	be	expected	to	abide	by	its	terms,	conditions,	and	governing	laws.	Payments	must
be	paid	on-time	and	per	the	instructions	of	the	agreement.	State	Usury	Rates	–	The	maximum	interest	rate	allowed	to	charge	by	a	lender	in	the	State.	Table	of	Contents	A	personal	loan	is	a	sum	of	money	borrowed	by	an	individual	that	may	be	used	for	any	purpose.	The	borrower	will	be	responsible	for	paying	the	lender	back	plus	interest.	Interest	is
the	cost	of	a	loan	and	is	calculated	on	an	annual	basis.	The	lender	may	be	a	bank,	financial	institution,	or	an	individual	–	the	loan	agreement	will	be	legally	binding	in	either	case.	5-Types	of	Personal	Loans	Co-Sign	–	When	the	borrower	has	bad	or	no	credit	and	needs	someone	else	to	be	liable	in	case	they	do	not	pay.	Fixed-Rate	–	The	interest	rate
remains	the	same	during	the	course	of	the	repayment	period.	Secured	–	The	borrower	is	required	to	put	collateral	down	in	case	of	default.	Often	the	collateral	is	a	vehicle	or	a	2nd	mortgage	put	on	a	home.	Unsecured	–	The	borrower	is	not	required	to	place	collateral	as	part	of	the	loan	agreement.	Although,	if	the	borrower	does	not	pay	their	personal
assets	may	still	be	confiscated	legally.	Variable	Rate	–	When	the	interest	rate	is	tied	to	a	third-party	such	as	the	current	Fed	Funds	Rate.	This	lending	contract	must	include	several	key	provisions:	Loan	Amount	($)	Loan	Date	Borrower	and	Lender	Information	Interest	Rate	Re-Payment	Terms	Late	Fees	(if	any)	Default	Terms	(if	the	borrower	doesn’t
pay)	Early	Payment	Penalty	(if	any)	Security	(collateral)	Law	of	Governance	(State)	Co-Signer	(if	any)	Assigning	Rights	Personal	Loan	vs	Line	of	Credit	The	main	difference	is	the	personal	loan	must	be	paid	back	on	a	certain	date	and	a	line	of	credit	offers	revolving	access	to	money	with	no	end	date.	Difference	Personal	Loan	Line	of	Credit	Payment
Period	Specific	start	and	end	dates.	Revolving,	no	end	date.	Collateral	Required?	No,	in	most	cases.	Yes,	in	most	cases.	Interest	Rate	Fixed,	in	most	cases.	Variable,	in	most	cases.	Personal	Loan	vs	Standard	Loan	Unlike	business	or	auto	loans	whose	terms	prescribe	how	funds	may	be	spent,	personal	loan	money	may	be	used	for	any	purpose	by	the
borrower.	Since	personal	loans	are	more	flexible,	not	tied	to	a	particular	purchase	or	purpose,	they	are	often	unsecured.	This	means	that	the	debt	is	not	tied	to	any	real	assets,	unlike	a	home	mortgage	is	to	the	house	or	car	loan	is	to	the	vehicle.	If	a	personal	loan	is	to	be	secured	with	collateral,	it	should	be	specifically	mentioned	in	the	agreement.
Sample	Personal	Loan	Agreement	Download:	Adobe	PDF,	MS	Office	(.docx),	OpenDocument	This	Loan	Agreement	(this	“Agreement”),	is	made	as	of	this	______	day	of	_______________,	20______	(the	“Effective	Date”)	by	and	among/between:			Borrower(s):	________________________________________________,	located	at	_______________
_________________________________________	[Address]	(“Borrower”),	and			Lender(s):	________________________________________________,	located	at	_________________	_______________________________________	[Address]	(“Lender”).			The	parties	agree	as	follows:	Loan	Amount.	Lender	agrees	to	loan	Borrower	the	principal	sum	of	$_____________	(the	“Loan”),
together	with	interest	on	the	outstanding	principal	amount	of	the	Loan	(the	“Principal	Balance”),	and	in	accordance	with	the	terms	set	forth	below.	Repayment	of	Loan.	(Check	one)			☐			Single	Payment.	The	Loan	together	with	accrued	and	unpaid	interest	and	all	other	charges,	costs	and	expenses,	is	due	and	payable	(Check	one)			☐			on	demand	of
the	Lender			☐			on	or	before	____________________,	20______.			☐			☐		Regular	Payments.	The	Loan	together	with	accrued	and	unpaid	interest	and	all	other	charges,	costs	and	expenses,	is	due	and	payable	on	or	before	____________________,	20______.	All	payments	under	this	Agreement	are	applied	first	to	accrued	interest	and	then	to	the	Principal	Balance.
The	Loan	shall	be	payable	in	installments	equal	to	$_____________.	The	first	payment	is	due	on	____________________,	20______	and	due	thereafter	in	__________	[Number	of	payments]	equal	consecutive:	(Check	one)	☐			Monthly	installments.	Each	successive	payment	is	due	on	the	__________	day	of	the	month.	☐			Quarterly	installments.	Each	successive
payment	is	due	on	the	__________	day	of	the	quarter.	☐			Semi-annual	installments.	Each	successive	payment	is	due	on	the	__________	day	of	the	half-year.	☐			Annual	installments.	Each	successive	payment	is	due	on	the	__________	day	of	the	year.	☐			The	loan	is	secured	by	collateral.	Borrower	agrees	that	until	the	Loan	together	with	interest	is	paid	in
full,	the	Loan	will	be	secured	by	__________________________________________________________,	and	Borrower	hereby	grants	to	Lender	a	security	interest	in	and	to	such	property.	☐			The	loan	is	NOT	secured	by	collateral.	☐			There	is	a	guarantor.	________________________	located	at	_______________________________	__________________	(“Guarantor”)	promises	to
unconditionally	guarantee	to	Lender,	the	full	payment	and	performance	by	Borrower	of	all	duties	and	obligations	arising	under	this	Agreement.	Guarantor	agrees	that	this	guaranty	shall	remain	in	full	force	and	effect	and	be	binding	on	Guarantor	until	this	Agreement	is	satisfied.	☐			There	is	NO	guarantor.	Interest.	The	Principal	Balance	shall	bear
interest	at	the	rate	of	__________%	per	annum,	accruing	daily.	Notwithstanding,	the	total	interest	charged	shall	not	exceed	the	maximum	amount	allowed	by	law	and	Borrower	shall	not	be	obligated	to	pay	any	interest	in	excess	of	such	amount.			☐			There	is	a	late	Fee.	If	Borrower	fails	to	make	a	payment	due	under	this	Agreement	within	_________	days
after	the	due	date,	Borrower	agrees	to	pay	to	Lender	a	late	payment	fee	of	__________%	of	the	amount	then	due.	☐			There	is	NO	late	fee.	☐			Borrower	has	the	right	to	prepay	all	or	any	part	of	the	Loan,	together	with	accrued	and	unpaid	interest	thereon,	at	any	time	without	prepayment	penalty	or	premium	of	any	kind.	Borrower	must	provide	__________
days	prior	written	notice	to	Lender	of	the	prepayment	and	the	amount	of	the	prepayment.			Discount	(Check	one)	☐			If	Borrower	pays	all	of	the	Loan,	together	with	accrued	interest,	on	or	before	____________________,	20______,	Lender	will	give	a	discount	of	__________%	of	the	Principal	Balance	then	due.	☐			Not	applicable.	☐			Borrower	does	NOT	have
the	right	to	prepay	all	or	any	part	of	the	Loan.	☐			In	the	event	Borrower	is	more	than	__________	days	late	with	a	payment,	Lender	in	its	sole	discretion	may	demand	that	the	Principal	Balance	and	any	accrued	and	unpaid	interest	be	immediately	due	and	payable	in	full.	☐			In	the	event	Borrower	is	late	with	a	payment,	Lender	may	NOT	accelerate	the
Loan.	Remedies.	Lender	may	enforce	its	rights	or	remedies	in	equity	or	at	law,	or	both,	whether	for	specific	performance	of	any	provision	in	this	Agreement	or	to	enforce	the	payment	of	the	Loan	or	any	other	legal	or	equitable	right	or	remedy.	The	rights	and	remedies	of	Lender	now	or	hereafter	existing	at	law	or	in	equity	or	by	statute	or	otherwise
shall	be	cumulative	and	shall	be	in	addition	to	every	other	such	right	or	remedy.	Costs	and	Expenses.	Borrower	shall	pay	to	Lender	all	costs	of	collection,	including	reasonable	attorney’s	fees,	Lender	incurs	in	enforcing	this	Agreement.	Waiver.	Borrower	and	all	sureties,	guarantors	and	endorsers	hereof,	waive	presentment,	protest	and	demand,	notice
of	protest,	demand	and	dishonor	and	nonpayment	of	this	Agreement.	Successors	and	Assigns.	This	Agreement	will	inure	to	the	benefit	of	and	be	binding	on	the	respective	successors	and	permitted	assigns	of	Lender	and	Borrower.	Joint	and	Several	Liability.	The	obligation	of	each	Borrower	shall	be	joint	and	several	under	this	Agreement.
Amendment.	This	Agreement	may	be	amended	or	modified	only	by	a	written	agreement	signed	by	Borrower	and	Lender.	Notices.	Any	notice	or	communication	under	this	Loan	must	be	in	writing	and	sent	via	one	of	the	following	options:	(Check	all	that	apply)	☐			Delivery	in	Person	☐			Overnight	Courier	Service	☐			Certified	or	Registered	Mail
(Postage	Prepaid,	Return	Receipt	Requested)	☐			Facsmile	☐			Electronic	Email	Transmission	☐			Other:	_____________________________________________________	No	Waiver.	Lender	shall	not	be	deemed	to	have	waived	any	provision	of	this	Agreement	or	the	exercise	of	any	rights	held	under	this	Agreement	unless	such	waiver	is	made	expressly	and	in
writing.	Waiver	by	Lender	of	a	breach	or	violation	of	any	provision	of	this	Agreement	shall	not	constitute	a	waiver	of	any	other	subsequent	breach	or	violation.	Severability.	In	the	event	that	any	of	the	provisions	of	this	Agreement	are	held	to	be	invalid	or	unenforceable	in	whole	or	in	part,	the	remaining	provisions	shall	not	be	affected	and	shall
continue	to	be	valid	and	enforceable	as	though	the	invalid	or	unenforceable	parts	had	not	been	included	in	this	Agreement.	Assignment.	Borrower	shall	not	assign	this	Agreement,	in	whole	or	in	part,	without	the	written	consent	of	Lender.	Lender	may	assign	all	or	any	portion	of	this	Agreement	with	written	notice	to	Borrower.	Governing	Law.	This
Agreement	shall	be	governed	by	and	construed	in	accordance	with	the	laws	of	the	State	of	_________________,	not	including	its	conflicts	of	law	provisions.	Disputes.	Any	dispute	arising	from	this	Agreement	shall	be	resolved	through:	(Check	one)	☐			Court	litigation.	Disputes	shall	be	resolved	in	the	courts	of	the	State	of	______________.	(Check	if
applicable)	☐			If	either	Party	brings	legal	action	to	enforce	its	rights	under	this	Agreement,	the	prevailing	party	will	be	entitled	to	recover	from	the	other	Party	its	expenses	(including	reasonable	attorneys’	fees	and	costs)	incurred	in	connection	with	the	action	and	any	appeal.			☐			Binding	arbitration.	Binding	arbitration	shall	be	conducted	in
accordance	with	the	rules	of	the	American	Arbitration	Association.			☐			Mediation.			☐			Mediation,	then	binding	arbitration.	If	the	dispute	cannot	be	resolved	through	mediation,	then	the	dispute	will	be	resolved	through	binding	arbitration	conducted	in	accordance	with	the	rules	of	the	American	Arbitration	Association.	21.	Entire	Agreement.	This
Agreement	contains	the	entire	understanding	between	the	parties	and	supersedes	and	cancels	all	prior	agreements	of	the	parties,	whether	oral	or	written,	with	respect	to	such	subject	matter.	IN	WITNESS	WHEREOF,	the	parties	have	executed	this	Agreement	as	of	the	date	first	stated	above.	SIGNATURES	_______________________________
_______________________________	Borrower	Signature	Borrower	Full	Name	_______________________________	_______________________________	Borrower	Signature	Borrower	Full	Name	_______________________________	_______________________________	Borrower	Signature	Borrower	Full	Name	_______________________________	_______________________________	Borrower
Signature	Borrower	Full	Name	_______________________________	_______________________________	Grantor	Signature	Grantor	Full	Name	_______________________________	_______________________________	Lender	Signature	Lender	Full	Name	_______________________________	_______________________________	Lender	Signature	Lender	Full	Name
_______________________________	_______________________________	Lender	Signature	Lender	Full	Name	_______________________________	_______________________________	Lender	Signature	Lender	Full	Name	related	posts	RE:	Request	for	loan	to	be	repaid	from	my	salaryDear	Name	of	Employer:This	is	a	formal	request	for	a	loan	of	$1500	to	be	repaid	with	a
deduction	from	my	salary	each	month.	I	would	like	to	repay	the	loan	within	12	months.	I	require	the	money	to	pay	for	renovations	to	my	home.After	a	plumbing	emergency,	the	carpet	in	my	living	room,	dining	room	and	one	bedroom	was	ruined	beyond	repair.	The	estimate	from	the	contractor	is	$1500	to	lay	new	carpet	in	three	rooms.The	carpet	has
begun	to	mold,	and	is	considered	unhealthy	as	it	pollutes	the	air.	My	wife	and	I	have	moved	in	with	my	mother	until	we	can	get	the	carpet	replaced.	I	have	enclosed	the	contractor’s	estimate,	the	mold	assessment	from	the	county	health	department	and	the	required	loan	forms.The	loan	will	be	repaid	with	installments	that	can	be	deducted	from	my
salary	every	month	until	the	loan	with	interest	is	repaid.	I	can	be	reached	at	Phone	Number	or	Email	Address	to	discuss	the	terms	of	the	loan.Thank	you	for	considering	my	emergency	situation.Sincerely,Signature	of	EmployeePrinted	Name	of	EmployeeList	of	EnclosuresRelated	postsSample	Loan	Adjustment	Request	Letter	for	Auto	Loan	Learn	how
to	write	a	loan	adjustment	letter	for	auto	loan.	Use	our	sample	loan	adjustment	letter	for	auto	loan	as	a	template	for	your	loan	adjustment	letter.	(Last	Updated	On:	March	31,	2011)Asking	friends	and	family	members	for	money	is	never	easy,	for	you	or	the	person	you	are	asking.	You	can	make	it	easier	if	you	write	an	informal	personal	payment
agreement	to	show	your	would-be	lender	that	you	consider	the	loan	to	be	a	serious	debt	and	and	intend	to	repay	the	money.	Writing	the	agreement	takes	little	time,	but	it	could	be	the	one	thing	that	persuades	the	lender	(like	your	parents	or	a	family	friend)	to	loan	you	money.	Here	are	6	easy	steps	to	writing	a	personal	loan	agreement:	1.	Starting	the
Document	Write	the	date	at	the	top	of	the	page.	If	you	are	creating	an	informal	personal	payment	agreement	before	receiving	the	loan,	fill	in	the	date	when	you	receive	the	money.	2.	Write	the	Terms	of	the	Loan	State	the	purpose	of	the	personal	payment	agreement	and	the	terms	for	returning	the	money.	For	example,	if	you	are	borrowing	$500	to
repair	your	car	and	plan	to	return	$100	a	week,	write	it	down.	You	could	say	“I,	John	Smith,	understand	and	agree	that	I	owe	Mrs.	X	$500.	I	agree	to	pay	$100	a	week	until	the	loan	has	been	repaid	in	full.”	3.	Date	the	Document	Sounds	like	common	sense,	but	it’s	easy	to	overlook	it.	Repayment	of	the	loan	hinges	on	the	date	the	agreement	is	created.
Select	a	start	and	finish	date	for	repaying	the	money	and	write	it	down.	Something	like	“Repayment	will	begin	on	the	first	Friday	of	December	2010	and	be	completed	on	the	last	Friday	of	December	2010.”	4.	Statement	of	Agreement	Write	“The	lender	and	borrower	agree	to	the	above	listed	terms.”	This	should	be	a	few	lines	below	the	repayment
schedule	to	draw	attention	to	the	fact	that	both	people	agree.	5.	Sign	the	Document	Without	a	signature,	the	agreement	will	be	really	tough	to	enforce.	Print	the	lender	and	borrower’s	names	below	the	agreement	statement.	Leave	space	for	both	to	sign	the	agreement.	6.	Record	the	Document	Go	down	to	the	county	recorder’s	office	and	record	the
agreement.	The	loan	will	now	be	protected	from	either	party	losing	the	paperwork	and	will	have	the	psychological	effect	of	feeling	“real”.	Sample	Forms	can	be	found	here:
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