Promissory Note

[Amount]

[Date]

FOR VALUE RECEIVED, the undersigned, [Borrower]
, of [Borrower's Address]
 promises to pay to the order of [Lender]
, at [Lender's Address]
 or such other place as the holder may designate in writing to the undersigned, the principal sum of [Principal Amount]
, together with interest thereon from date hereof until paid, at the rate of [Interest Rate]
 per annum as follows: [Number of Payments]
 consecutive installments of [Principal and Interest]
 in the amount of [Payment Amount] 
on [Payment Date]
 commencing [Date]
.  The entire principal amount shall be repaid on [Principal Due Date]
.  

Payments shall be applied first to accrued interest and the balance to principal.  

All or any part of the aforesaid principal sum may be prepaid at any time and from time to time without penalty.  Notwithstanding the foregoing, no such prepayment may be made prior to [First Prepay Date]
.

In the event of any default by the undersigned
 in the payment of principal or interest when due or in the event of the suspension of actual business, insolvency, assignment for the benefit of creditors, adjudication of bankruptcy, or appointment of a receiver, of or against the undersigned, the unpaid balance of the principal sum of this promissory note shall at the option of the holder become immediately due and payable and the amount then due shall accrue interest until payment at the rate of  eighteen percent (18%) per annum or the highest rate permitted by law, whichever is less.

Borrower and all other persons who may become liable for the payment hereof severally waive demand, presentment, protest, notice of dishonor or nonpayment, notice of protest, and any and all lack of diligence or delays in collection which may occur, and expressly consent and agree to each and any extension or postponement of time of payment hereof from time to time at or after maturity or other indulgence, and waive all notice thereof.

In case suit or action is instituted to collect this note, or any portion hereof, Borrower promises to pay such additional sum, as the court may adjudge reasonable, for attorneys' fees in said proceedings.

This note is made and executed under, and is in all respects governed by, the laws of the State of [State of Governing Law]
.


[Borrower Signature Block]


[Borrower Signature Block]


[Borrower Signature Block]


[Borrower Signature Block]
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Enter the amount which is being loaned (the principal amount).  Enter the amount in numerical form, and be sure to include the dollar sign ($) and properly place the decimal point to ensure that the amount is correctly stated.








SAMPLE TEXT


"$1,000.00"





"$9,500.00"
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Enter the date the Promissory Note is made.








HOW


This should be the date on which the funds are transferred from the Lender to the Borrower.
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The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.
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The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.
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The Lender is the person or other entity that loans money and to whom the debt will be repaid.  LegalPoint assumes the Lender is an individual





IMPORTANT TIP


Use the Lender's formal legal name, avoiding nicknames.
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The Lender is the person or other entity that loans money and to whom the debt will be repaid.  LegalPoint assumes the Lender is an individual





IMPORTANT TIP


Use the Lender's formal legal name, avoiding nicknames.
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Enter the principal amount of the loan, first in written form and then in numerical form.








WHY


It is important to state the principal amount in both written and numerical form.  In most states, if the written amount and the number amount do not agree, the courts will usually find that the written words are controlling.








IMPORTANT TIP


Be sure that the amount you enter here matches the amount entered at the top of the Note.








SAMPLE TEXT


"Nine Thousand Five Hundred Dollars ($9,500.00)"
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Enter the annual interest rate, first in written form and then numerical form.








WHY


To avoid any question, the interest rate should be set forth in both written and numerical form.








SAMPLE TEXT


"Nine and One-Half Percent (9 1/2%)"
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Enter the number of payments that the Borrower will make.


Enter the amount in both written and numeric form.  For example, "forty eight (48)".
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Determine whether the payment includes a principal component, or just interest.








WHY


Loan repayments may be structured many ways.  The Lender may require the Borrower to pay periodic interest only, followed by a single repayment of the borrowed amount (the principal).  The payments may be amortized, including both principal and interest.  With amortized installments, early payments are almost entirely interest, while the amount of principal gradually increases.  The last payments include almost all principal, and little interest.  Most home mortgages are structured this way.  








HOW


If your loan will be amortized like a home mortgage, type the following:  “principal and interest.”





If the payments will consist only of payments of periodic interest, type “interest only.”  In this case, after making the designated number of payments of interest only, the borrower would then be required to repay the entire principal amount on the due date.








If neither of these options is exactly right, use the option that is closest to what you need and modify the insertion as appropriate.
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Enter the amount of each periodic installment payment to be paid by Borrower.








HOW


Enter the amount in both written and numeric form.  For example, "three hundred twenty five dollars and thirty seven cents ($325.37)"
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Enter the payment schedule for the periodic installment payments.  








WHY


The note must state clearly when payments are due.  If the payment schedule is not clear, the Borrower may try to delay payments or make them at a time not intended by the Lender. 








SAMPLE TEXT


"the first day of each month"





"January 1, April 1, July 1 and October 1 each year"
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Enter the date that the first payment should be made.








HOW


With a note calling for monthly installments, this date should be the first day of the month after the month that the Note is made.  In other words, if the loan was made in June, the first payment would typically be due on July 1.





If the note does not call for monthly installments, the date here is usually the next regular installment date.








SAMPLE TEXT


"June 1, 1995"
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Enter the date for repayment of the entire principal amount. 








HOW


If the loan repayment is amortized, this is simply the date of the last payment.


If the periodic installment payments are interest only, this is the date that the Borrower must repay all of the principal.








SAMPLE TEXT


"August 12, 1996"
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Enter the earliest date the Borrower is allowed to prepay the principal amount.








WHY


In many cases, a lender will grant a borrower the right to prepay the principal amount.  This is a great benefit to the Borrower, as it saves the interest expense which would otherwise be paid to the Lender.  However, some lenders do not permit early prepayment, or provide that it cannot be made before a certain date.  








HOW


If the arrangement between the Borrower and the Lender will permit early prepayment, but not before a certain date, enter that date here.





If the Lender will allow the Borrower to prepay the principal at any time, delete this sentence.





If there will be no right of prepayment at all, delete this entire paragraph.








SAMPLE TEXT


"July 1, 1998"


�PAGE \# "'Page: '#'�'"  ��This paragraph is known as an "acceleration clause".  In the event of a default or bankruptcy of the borrower, the lender can refuse to accept monthly payments and instead "accelerate" the obligation to pay the amount then owed, plus interest.
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Enter the state whose law will govern the interpretation of this Agreement.  Spell out the full name of the state (e.g. use "California", not "CA").








WHY


Contract law varies slightly from state to state.  Selecting a state now prevents confusion about which state's law applies.  Also, you or your lawyer may be aware of some advantage in your state's law, compared to another state.








HOW


Choose either the state where Borrower is located, or the state where the Lender is located.  Typically, each party would like to have its state named as the state of governing law, but the Lender usually has more bargaining power.





The state you pick should have some connection to the transaction and the parties.  It is possible to pick an entirely unrelated state, but it is usually not a good idea.  Picking an unrelated state could complicate any litigation involving the note.  In addition, a judge may decide to ignore the chosen state if it is not somehow related to either the parties or the transaction.
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The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.





�PAGE \# "'Page: '#'�'"  ��WHO 


The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.
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The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.
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The Borrower is the person or entity that borrows the money and must repay it to the Lender.  LegalPoint assumes the Borrower is an individual.  





IMPORTANT TIP


Use the Borrower's formal legal name, avoiding nicknames.








